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EXPLANATORY MEMORANDUM

1. CONTEXT OF THE PROPOSAL
Groundsfor and objectives of the proposal

Major efforts are need ed to m odernise and e xpand Europe' s energy infrastructure and to
interconnect networks across borders to m eet the Union's core energy policy objectives of
competitiveness, sustainability and security of supply.

The Commission's Communication on energy in frastructure priorities for 2020 and beyond ',
adopted on 17 November 2010, therefore called for a new E U energy infrastructure policy to
coordinate and optim ise network developm ent on a continental scale. It confirm  edin
particular the necessity to overhaul the exis ting Trans-European Networks for Energy (TEN-

E) policy and financing framework.

Such a new policy is crucial to ens ure that solidarity betwe en Member States will becom e
operational, that the inte rnal energy market is completed and isolated regions are link ed, that
alternative s upply or transm ission routes and sources of energy will m aterialise and that
renewables will develo p and com pete with tra ditional sources, as hig hlighted by the 4 ™ of
February 2011 European Council.

On 29 June 2011, the Comm ission adopted the Communication "A Budget for Europe 2020"
on the next multi-annu al financial framework (2014-2020)%, which proposes the creation of a
Connecting Europe Facility to promote the completion of priority energy, transport and digital
infrastructures with a s ingle fund of EUR 40 billion, ou t of which EUR 9.1 billion  are
dedicated to energy’.

The present proposal lays down rules for the timely development and interoperability of trans-
European energy networks in order to achieve the energy policy objectiv es of the Treaty on
the Functioning of the European Union to ensure the f unctioning of the internal energy
market, to ensure security of supply in the Union, to prom  ote energy efficiency and the
development of new and renewable for ms of energy, and to prom ote the interconnection of
energy networks.

More specifically, this Regulation aims at the full integration of the in ternal energy market,
including b y ensuring that no Mem ber St ate is isolated from the European network,
contributes to sustainable developm ent and pr otection of the environm ent by enabling the
Union to achieve its targets of a 20% reduction of greenhouse gas emissions’, 20% increase in
energy efficiency and 20% of renewable ener gy in final energy consumption by 2020, while
ensuring security of supply and solidarity among Member States.

By pursuing these objectives, this proposal cont ributes to sm art, sustainable and inclusive
growth and brings forward benefits for the entire European Union in terms of competitiveness
and economic, social and territorial cohesion.

''co M(2010)677

2 COM(2011) 500/1 final and COM(2011) 500/1I final (Policy Fiches)
3 All amounts in 2011 prices
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To this effect, this initiative identifies, for the period up to 2020 and beyond, a limited number
of trans-European priority corridors and areas covering electricity and gas networks as well as
oil and carbon dioxide transport infrastructure , for which European Union action ism  ost
warranted. It then aims at implementing these priorities by:

— streamlining perm it granting procedures to significantly reduce their duration for
projects of common interest and increase public participation and acceptance for the
implementation of such projects;

— facilitating the regulatory treatment of projects of common interest in electricity and
gas by allocating costs depending on the be  nefits provided and ensuring allowe d
returns are in line with risks incurred;

— ensuring implem entation of projects of common interest by providing necessary
market-based and direct EU financial suppo  rt. In this latter regard, the proposal
provides the basis for eligibil ity of projects of common interest for EU financial
assistance u nder the "Connecting E urope Fa cility", which is subj ect to a s eparate
legislative proposal.

The proposal is a strategic priority in the Commission Work Programme for 2011.
General context

The challenge of interconnecting and adapting our energy infrastructure to the ne w needs is
significant, urgent, and concerns all energy sectors.

Electricity networks must be upgraded and modernised to meet increasing electricity demand
due to a major shift in the overall energy value chain and mix. The grids must also be urgently
extended and upgraded, including through electricity highways, to foster m arket integration
and maintain the existin g levels of system's security, but e specially to tr ansport and balance
electricity generated from rene wable sources, which is ex pected to more than do uble in the
period 2007-2020. At the same time, reaching the EU's 2020 energy efficiency and renewable
energy targets will not be possi ble without more innovation and in telligence in the networks
at both transm ission and distribution level, in particular through infor mation and
communication technologies.

Natural gas will continue, provided its supply is secure, to play a key role in the EU's energy
mix in the com ing decades and will gain impor  tance as the back -up fuel for variab le
electricity generation. In the m edium term depleting indigenous conventional natural gas
resources c all for additional, div ersified im ports. Gas networks face additional flexibility
requirements in the system, the need for bi-dir ectional pipelines, enhanced storage capacities
and flexible supply, including liquefied (LNG) and compressed natural gas (CNG).

Given the role of oil in the energ y mix of the com ing decades, m aintaining uninterrup ted
crude-oil supplies to land-locked EU countries in Central-Eastern Europe, currently dependent
on limited supply routes, is of strategic importance.

Finally, carbon capture and storage (CCS) technologies would reduce carbon dioxide
emissions on a large s cale while allowing th e use of fossil fuels, which will rem ain an
important source for electricity generation over the next decades. The future development of a
cross-border network for carbon dioxide transport requires steps to be taken now for European
level infrastructure planning and development.
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In its report to the June 2011 Energy Council’, the Commission has estimated total investment
needs in energy infrastructures of European importance up to 2020 at about EUR 200 billion:

— About EUR 140 billio n for high voltage electricity  transm ission system s, both
onshore and offshore, storage, and sm  art grid applications at transm ission and
distribution level;

— About EUR 70 billion f or high pressure gas transmission pipelines (coming into the
EU and between EU Mem  ber states), s torage, liquefied/com pressed natural gas
(LNG/CNG) terminals and reverse flow infrastructure;

— About EUR 2.5 billion for carbon dioxide transport infrastructure.

Investment volumes for the period from 2011 up to 2020 will in crease by 30% for gas and up
to 100% for electricity com pared to current le vels. This investm ent challenge and urgency
clearly distinguishes energy infr astructures from infrastructure s in other sectors, as energy
networks are a precondition for reaching the 20 20 energy and clim ate targets and the longer
term climate objectives.

The main identified obstacles, which will under business-as-usual assumptions prevent these
investments from taking place or delay th em far beyond the 2020 deadline, are problem s
related to perm it granting (lengthy and ineff ective perm it granting pr ocedures, along with
public opp osition), re gulation (f ramework not geared  towards delive ring European
infrastructure prior ities) and f inancing (lim ited financing capacities of operators, lack of
adapted funding instruments and sufficient support).

Existing provisions

The TEN-E framework has been developed an d shaped in the 1990’s th rough the successive
TEN-E Guidelines and the corresponding fina ncing Regulation. The 2006 Guidelines for
Trans-European Energy Networks® listed about 550 projects ¢ ligible for Community support,
classifying them in the following thr ee categories: projects of European interest (42 in total) ;
priority projects and projects of common intere st. These projects cover only electricity and
gas infrastructure. The report on the 1 mplementation of the TEN-E fram ework in the period
2007-20097, published in April 2010, concluded that while making a positive contribution to
selected projects by giving them political visibility, the policy I acks focus, flexibility and a
top-down approach to fill identified infrastructure gaps.

The TEN fi nancing Regulation ®, adopted on 20 June 2007, sets out th e condition s for co-
funding of TEN-E projects, with a budget fo r the period 2007-2013 of EUR 155 million. The
TEN-E Programme's financial resources and set- up have however proven to be inadequate in
light of the paradigm shift to a low carbon energy system and hence the m ajor evolution and
investments needed in energy infrastructures in the com ing years (lim ited budget, no risk
mitigation instrum ents, no funding outsid e th e EU, insufficien t syn ergies with o ther EU
funds).

> SEC(2 011)755

°D ecision No 1364/2006/EC

7 COM(2010)203 and SEC(2010)505
8 Regulation (EC) No 680/2007
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Set up in the context of the economic and financial crisis, the European Energy Programm e
for Recovery” has, for the first tim e, allocated si gnificant one-off a mounts (about E UR 3.85
billion) to a lim ited num ber of eligib le pr ojects in the dom ain of electricity and gas
infrastructures, off-shore wind and CCS demonstration projects.

Consistency with other EU policies and objectives

This initiative is anchored in the Europe 2020  Strategy for sm art, sustainable and inclusive
growth'®, which put energy infrastructures at the fore front as part of the flagship initiative
"Resource efficient Europe". It underlined the need to urgently upgrade Europe' s networks
towards a European " smart supergrid", inte rconnecting them at the continen tal level, in
particular to integrate re newable energy sources. The priorities iden tified and the m easures
proposed in this initiative with regard to permit granting, regulation and financing are fully in
line with these objectives.

The proposal aim s at replacing the existing TE N-E Guidelines and form s a logical package
with the “Connecting Europe Facility” (CEF) developed in view of replacing the current TEN
financing Regulation.

This initiative is also a vital contribution to the cost-effective achievement of the two binding
targets of 20% of renewables and 20% ' of greenhouse gas emissi on reductions by 2020 and
aims to be in line with  the p athway se t out in the Commissi on’s Comm unication on a
Roadmap for moving to a com petitive low-carbon economy in 2050 and the EU' s long term
objectli;/e of an 80-95% reduction in greenhous e gas em issions by 2050 com pared to 1990
levels ' “.

In accord ance with Article 11 TF  EU, the propos al in tegrates the ex isting environm ental
protection requirements in the context of energy infrastructure.

2. RESULTSOF CONSULTATIONSWITH THE INTERESTED PARTIESAND
IMPACT ASSESSMENTS

Consultation, data collection and use of expertise

This proposal was developed on the basis of a  broad range of contributions from Mem ber
States and interested parties provided on various o ccasions (h igh-level conferences,
workshops, surveys), including two public consu Itations on permit granting and on the use of
project bonds for infrastructure projects'”. The impacts of the various policy options proposed
were analysed in two impact assessm ents carried out in 2010 and 2011 using the results of
various m odels and num erous studies, of wh ich three wer e specifically commissioned to
address investm ent needs, perm it granting and financing issues. Both im pact assessm ents
addressed the economic, social and environmental impacts of the options, taking into account
the subsidiarity and proportionality principles.

? Regulation (EC) No 663/2009

co M(2010) 2020

30% if the conditions are right

12 COM(2011) 112 in combination with SEC(2011)288

See section 1.2.1 of the accompanying impact assessment.
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I mpact assessment

The first impact assessment (IA) in 2010 focused on the scope of the new initiative in terms of
energy sectors covered, its design in term s of 1 dentifying priorities and selecting projects of
common interest, the form of regional coordi nation and cooperation an d general principles
with regard to permit granting.

Based on this first analysis, the 2011 IA analys es in much more detail policy options in the
fields of permit granting and public consultation, regulation and financing that should apply to
projects of common interest selected for imp lementation of the pr  eviously identified
infrastructure priorities. For each o fthe variou s obstacles identified, it assesses av ailable,
effective and cost-efficient solutions.

Permit granting and public consultation

The analysis compares three options: establishment of a regime of common interest; rules on
the organisation and duration of the perm it granting process, notably a "full one-stop shop"
and a time limit; a combination of the two previous options.

As regards the m easures related to the Habitats Directive, th e impact on the local flora and
fauna of the regim e of c ommon European interest is expected to be relevant for only a ver y
small subset of projects of common interest identified as possibly in conflict with Natura2000
areas, which are, however, cr ucial for the achievem ent of energy and clim ate po licy
objectives.

The overall impact of the last policy option is considered to be the most positive of all, as it
would lead to the on-time completion of almost all the needed projects of common interest by
2020, provided appropriate measures on regulation and financing are in p lace. Environmental
impacts, social im pacts on em ployment and economic impacts on GDP are expectedtob e
stronger under this policy option as all project s of common interest would be completed,
while administrative cost savings would be significant.

Regulatory issues

The analy sis com pares three option s: cross-border cost allocation; inv estment inc entives; a
combination of the two previous options.

The analysis shows that both an ex ante cross-bo  rder cost allocation m  echanism and
incentives c ommensurate with the risks in curred by the operator are necessary to ensure
implementation of projects of common interest facing challenges with regard to their viability.
Their overall economic, social and environmental impact is large and positive.

Financing

For the purpose of assessing the full range of po ssible measures with regard to infrastructure
development, the analysis also addresses four financing options, even if their translation in
policy measures will take place in the CEF: use of risk sharing instruments (including project
bonds and guarantees); use of risk capital instrum ents (including equity participations); use of
grant support for project studies and constructi on; a com bination of grants, risk sharing and
risk capital instruments.
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The overall impact of the last policy option is the most positive, a s it cu mulate the positiv e
impacts of the individual options and provide a flexible toolbox of market-based instruments
and direct financial support, leading to synerg ies and efficiency gains by offering the m ost
cost-effective solution for specific project risks. This policy option also reflects the m easures
proposed under the Connecting Europe Facility.

3. LEGAL ELEMENTSOF THE PROPOSAL
Summary of proposed action

The proposed Regulation grants priority to 12 st rategic trans-European energy infrastructure
corridors an d areas. It sets ru les to identify, within a s et of defined energy inf rastructure
categories, projects of comm on interest (PCIs ), which are necess ary to im plement these

priorities. To this end, it establishes a sele ction process based on regi onal expert groups and

an advisory role for the Agency for the Cooperation of Energy Regulators (A CER) in

electricity and gas, the final decision, to be updated every two years, on a Union-wide list of

projects of common interest being taken by the Co mmission. The regional expert groups and

the Agency for the Cooperation of Energy are entrusted with the monitoring and evaluation of
the implementation of PCIs. The Commission may nominate European coordinators for PCIs

facing difficulties.

The proposal establishes a re gime of common interest fo r PCls, giving particular
responsibilities to one national competent authority within each Member State to coordinate
and oversee the permit granting process for PCls, setting minimum standards for transparency
and public participation and fixing the m aximum allowed duration of the perm it granting
process. The proposal also clarifies that PCIs can be implemented under certain conditions for
reasons of "overriding public interest" as de fined in Directives 92/43/E C and 2000/60/EC.
These m easures are proportionate as they aim at a minim  um alignm ent of national
administrative procedures necessary to facilitate the implementation of — mostly cross-border
— PCIs. Member States are free to d esign their s pecific internal procedures in line with their
national legal systems in order to comply with the requirements of this Regulation.

The proposed Regulation provide s a m ethodology and a process for the elaboration of a
harmonised energy sys tem-wide cost-benefit analysis for PCIs in e lectricity and gas. On the
basis of this methodology, it gives responsibility to national regulatory authorities and ACE R
to allocate costs across -border for PCls in the se sec tors a ccording to the benef its in th e
Member States directly or indirectly concerned by these PCls. Nationa | regulatory authorities
are also requested to grant appropriate incen tives through tariffs for the im plementation of
PClIs facing higher risks for justified reasons.

Finally, the Regulation determines the condition s for eligibility of PCIs to Union financial
assistance u nder the Co nnecting Eu rope Facili ty, for both studies (acc essible to a 11 PCIs
except those in the o1l sector) and works (accessible to all PCIs in the smart grids and carbon
dioxide sector, and to P CIs in electricity a nd gas fulfilling certain conditions, notab ly having
obtained a cross-border cost allocation decision).

Legal basis

The proposal is based on Article 172 of the Treaty on the Functioning of the European Union.
According to Article 171(1), “t he Union shall establish a seri es of guidelines covering the
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objectives, priorities and broad lin es of m easures envisaged in the sphere of trans-European
networks; these gui delines shall identify pr ojects of common interest ”. Article 172 specifies
that the guidelines and other measures referred to in Article 171(1) shall be adopted under co-
decision procedure.

Subsidiarity principle

The subsidiarity principle applies to this proposal insofar as energy policy does not fall under
the exclusive com petence of the Union. Ener gy transmission infrastructure has Trans-
European or at leas t cro ss-border nature or im pacts. Mem ber Sta te lev el r egulation is no t
suited and individual national adm  inistrations have no com petence to deal with th  ese
infrastructures as a whole. From an econom ic perspective, energy network developments can
best be achieved when planned with a Eur  opean perspective, encom passing both EU and
Member State action while respecting their respective competences. The proposed Regulation
therefore respects the subsidiarity principle.

Proportionality principle and choice of legal instrument

The proposal does not go beyond what is necessary to achieve the objectives pursu ed, given
the energy and clim ate policy obje ctives agreed at Union level and the obstacles to develop
adequate en ergy infrastructures. Th e ins trument chosen is a Regula tion, which has direct
application and is bind ing in its entirety. Sucham  easure is necess ary to ensu re tim ely
implementation of the energy infrastructure priorities by 2020.

In particular, the establishment of a permit granting framework with competent authorities at
national level and c lear time limits, within whic h the pe rmit granting pr ocess can be carried
out acco rding to natio nal specificities, is prop ortional to the objective of accelerating th e
permit granting process.

4, BUDGETARY IMPLICATION

All budgetary im plications of this proposal are dealt with  under the legislative financial
statement of the Proposal for a Regulation establishing the Connecting Europe Facility.

5. OPTIONAL ELEMENTS

Repeal of existing legislation

Adoption of the proposal will lead to repeal of Decisi on 1364/2006/EC as of 1 January 2014.
However, this will not affect  the granting, continuation or ~ modification of financial aid
awarded by the Commission on the basis of calls for proposals launched under the existing
TEN financing Regulation for projects target ed by this Decision, or for TEN-  E projects
benefiting from support through structural funds.

European Economic Area (EEA)

The Proposal concerns an EEA matter and should therefore be applicable to it.
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2011/0300 (COD)

Proposal for a

REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

on guidelinesfor trans-European ener gy infrastructure and repealing Decision No

1364/2006/EC

(Text with EEA relevance)

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the T reaty on the Functioning of the European Union, and in particular
Article 172 thereof,

Having regard to the proposal from the European Commission,

After transmission of the draft legislative act to the national parliaments,

Having regard to the opinion of the European Economic and Social Committee'?,

Having regard to the opinion of the Committee of the Regions'”,

Acting in accordance with the ordinary legislative procedure,

Whereas:

(1

On 26 March 2010, the European Council agr  eed to the Comm ission's proposal to
launch a new strategy "Europe  2020". One of the prior ities of the Europe 2020
strategy'® is sustainable growth to be achieved by promoting a more resource efficient,
greener and more com petitive economy. The strategy put energy infrastructures at the
forefront as part of the f lagship initiative "Resource efficient Europe", by underlining
the need to urgently upgrade Europe' s networks, interconnecting them at the
continental level, in particular to integrate renewable energy sources.

(2) Communication from t he Comm ission entitled "Energy infrastructure priorities for
2020 and beyond — A Blueprint for an inte grated European energy network" 7,
followed by the Transport, Telecommunica tions and Energy Council conclusions of
28 February 2011 and the European Parliam ent resolution of 6 July 2011, called for a
new energy infrastructure policy to optim ise network develo pment at European leve 1

14 oIcC,,p..

15 oJC,,p..

*co M(2010) 2020

7co M(2010) 677
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€)

4

)

(6)

(7)

(8)

for the period up to 2020 and beyond, in order to allow the Union to m eet its core
energy policy objectives of competitiveness, sustainability and security of supply.

The European Council of 4 February 2011 underlined the need to modernise and
expand Europe's energy infrastructure and to interconnect networks across borders, in
order to make solidarity between Member States operational, to provide for alternative
supply or transit routes and sources of energy and develop rene wable energy sources
in competition with trad itional sources. It insisted that no E U Mem ber State should
remain isolated from the European gas and electricity networks after 2015 or see its
energy security jeopardized by lack of the appropriate connections.

Decision No 1364/2006/EC of the European Parliament and of the Council of 6
September 2006 lays down guidelines for trans-European energy netw  orks'®. These
Guidelines (TEN-E) have as objectives to support the completion of the Union internal
energy market while encouraging the rati onal production, transpor tation, distribution
and use of energy resources , to reduce the isolation of  less-favoured and island
regions, to secure and diversify the Union' s energy supplies also through co-operation
with third countries, and to contribute to sustainable development and protection of the
environment.

Evaluation of the current TEN-E fram ework has clearly shown that this policy, while
making a positiv e contribution to selected projects by giving them political v isibility,
lacks vision, focus, and flexibility to fill identified infrastructure gaps.

Accelerating the refurbishm ent of existing and deploym ent of new energy
infrastructure is vital to achiev e th e Union's energy and c limate polic y objec tives,
consisting in com pleting the internal m arket in energy, guaranteeing security of
supply, notably for gas and oil, reducing greenhouse gas em issions by 20% '°,
increasing the share of renewable energy in the final energy consumption to 20%’ and
achieving a 20% increase in energy effici ency by 2020. At the sam e time, the Union
has to prepare its infrastructure for furthe r decarbonisation of its energy system in the
longer term towards 2050.

Despite its legal existence  as defined in Directives  2009/72/EC of the European
Parliament and of the Council of 13 July ~ 2009 concerning comm on rules for the
internal market in electricity?' and 2009/73/EC of the European Parliam ent and of the
Council of 13 July 2009 concerning comm on rules for the internal market in natural
gas *? theinte rnalm arketinene rgyrem ains f ragmented due to insuf  ficient
interconnections between national energy netw orks. Union-wide integrated networks
however are vital f or ensuring a co mpetitive and well f unctioning integrated market
for promoting growth, employment and sustainable development.

The Union's energy infrastructure should be upgraded in order to prevent and increase
its resilience to na tural or man-made disasters, adverse effects of climate change and

0OJ L 262,22.9.2006, p. 1.

30% if the conditions are right

Directive 2009/28/EC of t he Europ ean Parlia ment an d o f'th ¢ C ouncil o f 23 April 2 009 on t he
promotion of the use of energy from renewable sources, OJ L 140, 5.6.2009, p. 16.

0OJ L 211, 14.8.2009, p.55.

OJ L 211, 14.8.2009p.94.
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)

(10)

(11)

(12)

(13)

(14)

threats to its security, notably concerning European critical infrastructures as set out in
Council Directive 2008/114/EC of § Dece  mber 2008 on the identification and
designation of European criti cal in frastructures and the assessm ent of the need to
improve their protection™.

The importance of sm art grids in achievi ng the Union's energy policy objectives has
been acknowledged in Communication fr  om the Comm ission to the European
Parliament, the Council, the European Economic and Social Comm ittee and the

Committee of the Regions "Smart grids: from innovation to deployment"**.

Communication from the Comm ission "The EU Energy Policy: Engaging with
Partners beyond Our Borders" > underlined the need for the Union to include the
promotion of energy infrastructure development in its external relations with a view to
supporting the socio-econom ic developm ent beyond the Union borders. The Union
should facilitate infrastructure projects linking the Union's energy networks with third
country networks, in particular in neighbour ing countries and in countries, with which
the Union has established specific energy cooperation.

The investment needs up to 2020 in electricity and gas tr ansmission infrastructures of
European relevance have been estim ated at about EUR 200 billion. T he significant
increase in investment volumes compared to past trends and the urgency to im plement
the ene rgy inf rastructure pr iorities requ ires a new approach in the way energy
infrastructures, and notably those of cross-border nature, are regulated and financed.

The Comm ission Staff Working Paper to th e Transport, Telecomm unications an d
Energy Council of 10 June 2011 "Energy infrastructure investm ent needs and
financing requirem ents"”° str essed th at app roximately half o f the total investm ents
needed for the decade up to 2020 are at risk of not being delivered at all or not in time
due to obstacles related to permit granting, regulation and financing.

This Regulation lays do wn rules f or the tim ely development and interoperability of
trans-European energy networks in or  der to achieve th e Treaty' s energy policy
objectives to ensure the functioning of the  internal en ergy m arket and security of
supply in the Union, to prom  ote energy efficiency and energy saving and the
development of new and renewable fo  rms of energy, and to prom ote the
interconnection of energy networks. By pursuing these objectives, this proposal
contributes to smart, sustainable and inclusive growth and brings benefits to the entire
Union in terms of competitiveness and economic, social and territorial cohesion.

The Commission has identified, following clos e consultations with all Mem ber States
and stakeholders, 12 strategic trans-European energy infrastructure priorities, whose
implementation by 2020 is essential for the achievem ent of the Union' s energy and
climate policy objectiv es. These priorities cover different ge ographic regions or
thematic areas in the field of electricity transmission and storage, gas transm ission,
storage and liquefied or com  pressed na tural gas infrastructure, carbon dioxide
transport and oil infrastructure.

23
24
25

OJ L 345, 23.12.2008, p. 75
COM(2011) 202 final
COM (2011) 539
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(15)

(16)

(17)

(18)

(19)

(20)

1)

The identification of p rojects of comm on interest should be based on common,
transparent and objectiv e criteria in view of their contribution to the energy policy
objectives. For electricity and gas, proposed  projects should be part of the latest
available ten-year network development plan. This plan should notably take account of
the conclusions of the 4 Fe  bruary European Council with regard to the need to
integrate peripheral energy markets.

In view of com plying with article 172 of the Treaty on the Functioning of the
European Union, regional groups should be established for the purpose of proposing
projects of common interest that will be  approved by Member States . In order to
ensure broad consensus, these regional groups should ensure close cooperation
between Mem ber States, national regulator  y authorities, project prom  oters and
relevant stakeholders. The cooperation should rely as m uch as possible on existing
regional cooperation structures of nationa | reg ulatory auth orities and transm ission
system operators and o ther structu res es tablished by the Mem ber States and the
Commission.

The Union-wide list of projects of common interest shou ld be lim ited to projects
which contribute the most to the implementation of the strategic energy infrastructure
priority corridors and areas. This requires the decision on the list to be taken by th e
Commission, while respecting the right of the Member States to approve projects of
common interest re lated to the ir ter ritory. According to an alysis carried outinth e
accompanying impact assessment, the num ber of such projects is estim ated at some
100 in the field of electricity and 50 in the field of gas.

Projects of common interest should be implemented as quickly as possible and should
be closely monitored and evaluated, while  keeping the adm inistrative burden for

projects promoters toam  inimum. Th e Comm ission should nom inate European
coordinators for projects facing particular difficulties.

Authorisation procedures should not lead to adm inistrative burdens which are
disproportionate to the size or complexity  of a project, nor create barriers to the
development of the trans-European netw  orks and m arket access. The European
Council of 19 February 2009 highlighted the ne ed to identify and rem ove barriers to
investment, including by m  eans of str eamlining of planning and consultation
procedures. These conclusions were reinforced by the European Council of 4 February
2011 which again underlined the importance to streamline and im prove authorisation
procedures while respecting national competences.

Projects of common interest should be give  n "priority status" at national level to
ensure rapid administrative treatment. Projects of common interest shall be considered
by competent authorities as being in public interest. Authorisation should be given to
projects which have an adve rse impact on the environm ent, for reasons of overriding
public interest, when all the conditions pr ovided for under Directives 92/43/EC and
2000/60/EC are met.

The establis hment of a single competent au thority a t national leve | integra ting or
coordinating all perm it granting proce  dures ("one-stop s hop") should reduce
complexity, increase efficiency and transparency and help enhance cooperation among
Member States.

12
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(22)

(23)

(24)

(25)

(26)

27)

Despite the existence of established standa rds for the participation of the public in
environmental decision-making procedures, additional measures are needed to ensure
highest possible standards of transparency  and public par ticipation for all releva nt
issues in the permit granting process for projects of common interest.

The correct and coordinated im  plementation of Council Directive 85/337/EC as
amended and of the Aarhus and Espoo Conve ntions should ensure the harm onisation
of the m ain princ iples for the a ssessment of environm ental effects, including in a
cross-border context. Mem ber States shoul d coordinate their assessm ents for projects
of common interest, and provide for joint assessments, where possible.

Given the urgency to develop energy infras  tructures, the sim plification of permit
granting pro cedures must be accom panied by a clear deadline for the decis iontobe
taken by the respective competent authorities regarding the construction of the project.
This tim e lim it should stim ulate am ore efficient definiti on and handling of
procedures, and should under no circum stances compromise on the high standards for
the protection of the environment and public participation.

This Regulation, in particular the provisi ons on perm it granting, public participation
and implementation of projects of common interest, should apply without prejudice to
international and Union legislation, incl uding provisions to protect the environm ent
and human health, and provisions adopted under the Common Fisheries and Maritime
Policy.

The assessment of the costs and ben efits of an infrastructure project on the basis of a
harmonised m ethodology for energy system -wide analysis, in the framework of the
ten-year network developm ent plans pr  epared by the European Networks of
Transmission System Operators according to Regulation (E C) No 714/ 2009 of the
European Parliament and of the Council of 13 July 2009 on conditions for access to
the network for cross-borde r exch anges in electricity %’ and Regulation (EC) No
715/2009 of the European Parliament and of the Council of 13 July 2009 on conditions
for access to the natural gas transmission networks™®, and reviewed by the Agency on
the Cooperation of Energy Regulato rs according to Regulation (EC) No 713/2009 of
the European Parliam ent and of the Counc il of 13 July 2009 esta blishing an Agency
for the Cooperation of Energy Regulators *°, should be the basis for the discussion on
the appropriate allocation of costs.

In an in creasingly integ rated intern al en ergy market, clear and tran sparent rules for
cost allocation across borders are necessary in order to accelerate investment in cross-
border infrastructure. The European C ~ ouncil of 4 February 2011 recalled the
importance to prom ote a regulatory fra mework attractive to investm ent in network s,
with ta riffs set at leve Is cons istent with financing ne eds and the app ropriate cos t
allocation f or cross -border inve stments, while enhancing com petition and
competitiveness, notably of Europe an industry, and taking account of the im pact on
consumers.

27
28
29
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(28)

(29)

(30)

€2))
(32)

The existing internal en ergy market legislation requires that ta riffs for access to g as
and electricity networks shall provide a ppropriate incentives for investm ent. W hen
applying the internal energy m arket legislation, national regulatory authorities should
ensure that incentives for projects of common interest, including long-term incentives,
are commensurate with the level of specific ri sk of the project. This applies notably in
electricity to innovative tran smission technologies to allo w for large scale integration
of renewable energy, of distributed ener gy resources or of de  mand response in
interconnected networks, and to gas transm  ission infrastructure offering advanced
capacity or additional flexibility to the market to allow for short-term trading or back-
up supply in case of supply disruptions.

The European Energy Programme for Recovery (EEPR)*® has demonstrated the added
value of leveraging private funding through si gnificant Union financial aid to allow
implementation of projects of European  significance. The Eu ropean Council of 4
February 2011 recognised that some energy infrastructure projects may require limited
public finance to leverage pr ivate funding. In the light of the econom ic and financial
crisis and budgetary constrai  nts, targeted support, th  rough grants and financial
instruments, should be developed u nder th e next m ulti-annual financial fram ework,
which will attract new investo rs into the ener gy infrastructure priority corridors and
areas, while keeping the budgetary contribution of the Union to a minimum.

Projects of common interest in the fields of electricity, gas and carbon dioxide should
be eligible to receive Union financial assistance for studies and, under certain
conditions, for works under the proposed Regul ation for a Connecting Europe Facility
(CEF Regulation), either in the form of gr ants or in the form of innovative financial
instruments. This will ensure tailo r-made support can be provided to those projects of
common interest which are not viable unde r the existing regulatory fram ework and
market conditions. Such financial assistan ce should ensure the necessary synergies
with funding from instrum  ents under othe r Union policies. In particular, the
Connecting Europe Facility will f inance energy infrastructure of European relevanc e,
while Structural Funds will finance sm art energy distribution networks of local or
regional importance. The two sources of funding will thereby complement each other.

Decision No 1364/2006/EC should therefore be repealed.

Since the objective of this Regulation, namely the development and interoperability of
trans-European energy networks and ¢ onnection to such networks, cannot be
sufficiently achieved by the Mem ber States and can therefo re be better achieved a t
Union level, the Union m ay adopt m easures, in acco rdance with the principle o f
subsidiarity as set out in Article 5 of the Treaty on the European Union. In accordance
with the principle of proportionality, as set out in that Article, this Regulation does not
go beyond what is necessary in order to achieve that objective.

30
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HAVE ADOPTED THIS REGULATION:

CHAPTER | —GENERAL PROVISIONS

Article 1
Subject matter and scope
1. This Regulation lays down guidelines for the tim ely deve lopment and
interoperability of priority co  rridors and areas of trans-Europ ean energy

infrastructure set out in Annex 1.
2. In particular, this Regulation:

(a) lays down rules to identify projects of common interest necessary to implement
these priority corridors and ar eas and falling under the en ergy infrastructure
categories in electricity, gas, oil, and carbon dioxide set out in Annex II;

(b) facilitates the tim ely implem entation of projects of common interest by
accelerating permit granting and enhancing public participation;

(c) provides rules for cross-border allocation of costs and risk-related incentives
for projects of common interest;

(d) determines conditions for eligibility of projects of comm on interest for Union
financial assistance under [Regulation of  the European Parliam ent and the
Council establishing the Connecting Europe Facility].

Article 2
Definitions

For the purpose of this Regulati on, in addition to the d efinitions provided for in Directives
2009/28/EC, 2009/72/EC and 2009/73/EC, Regul  ations (EC) No  713/2009, (EC) No
714/2009, and (EC) No 715/2009, the following definitions shall apply:

1. 'energy infrastructure' means any physical equipment designed to allow transm ission
and distribution of electricity or gas, tr  ansportation of oil or carbon dioxide, or
storage of electricity or gas, which is lo cated within the Union or linking the Union
and one or more third countries;

2. 'comprehensive decision' means the decision taken by a competent autho rity to grant
or refuse authorisation to build the energy infrastructure relating to a project, without
prejudice to any subsequent decis ions taken in the context of granting access to
property, or administrative or judicial appeal procedures thereafter;

3. 'project’ means one or several lines, pipelines, facilities, equipments, installations and
related infrastructure categories as set out in Annex II, aiming at building new energy
infrastructure or reinforcing or refurbishing existing energy infrastructure;
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'project of common interest' means a proje ct, which is necessary to im plement the
energy infrastructure priority corridors and areas set out in Annex I;

project promoter' means:

(a) transmission system operator or d istribution system operator or other operator
or investor developing a project of common interest; or

(b) if there are several transm ission system operato rs, distribu tion system
operators, other operators, investors, or any group thereof, the entity with legal
personality under the appli cable national law, which has been designated by
contractual arrangement between them and which has the capacity to undertake
legal obligations and assum e financial liab ility on behalf of the pa rties to the
contractual arrangement.

CHAPTER Il —=PROJECTS OF COMMON INTEREST

Article 3
| dentification of projects of common interest

The Commission shall establish a Union-wi de list of projects of common interest.
The list shall be review ed and updated as necessary every two years. The first list
shall be adopted by 31 July 2013 at the latest.

For the purpose of identifying projects of common interest, the Commission shall
establish a Regional Group ("Group ") as defined in section 1 of Annex III b ased on
each priority corridor and ar ea and their resp ective geographical coverage as set out
in Annex I.

Each Group shall draw up its proposed list of projects of common interest according
to the process set out in section 2 of Annex III, according to the contribution of each
project to implementing the energy infrastructure priority corridors and areas set out
in Annex I and according to their fulfilm ent of the criteria s et out in Article 4. Each
individual proposal for a project shall require the approval of the Member State(s), to
the territory of which the project relates.

For electricity and gas projects falling under the categories set out in points 1 and 2
of Annex II, each Group shall, at the latest six months before the adoption date of the
Union-wide list referred to in paragraph 1,  submit its pro posed list of projects o f
common interest to the Agency for the Cooperation of Energy Regulators
("Agency").

For oil and carbon diox ide transport project s falling und er the categories set ou t in
points 3 an d 4 of Annex II, each Group shall, at the latest six m onths before the
adoption date of the Uni on-wide list referred to in paragraph 1, subm it its proposed
list of projects of common interest to the Commission.
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For electricity and gas projects falling under the categories set out in points 1 and 2
of Annex II, the Agency shall subm it, within two months from the date of receipt of
the proposed lists of projects of common inte rest set out in the first subparagraph of
paragraph 4, an opinion to the Commissi  on on the proposed lists of projects of
common interest, in particu lar taking into account the cons istent application of the
criteria set out in Article 4 across the Groups , and the results of the analysis carried
out by the ENTSOs for Electr icity and Gas in accordance with point 2.6 of Anne x
1.

For oil and carbon diox ide transport project s falling und er the categories set ou t in
points 3 and 4 of Annex II, the Comm ission shall e valuate the application of the
criteria set out in Article 4. For carbon dioxi de projects falling under the category set
out in point 4 of Annex II, the Commission shall also tak e into account the potential
for future extension to include additional Member States.

Following the Commission decision for adop tion referred to in paragraph 1, projects
of common interest shall become an integral part of the relevant regional investm ent
plans pursuant Article 12 of Regulations (EC) No 714/2009 and (EC) No 715/2009
and of the relevant national ten-year netw ork development plans pursuant Article 22
of Directives 72/2009/E C and 73/2009/EC a nd other national in frastructure plans
concerned, as approp riate. The p rojects shall be conferred the highest possible
priority within each of these plans.

Article4
Criteria for projects of common interest
Projects of common interest shall meet the following general criteria:

(a) the project is necessary for the i mplementation of the energy inf rastructure
priority corridors and areas set out in Annex [; and

(b) the project displays economic, social and environmental viability; and

(c) the project involves at leas t two Member States, either by directly crossing the
border of one or m ore Member States or by being located on the territory of
one Member State and having a significan t cross-border impact as se t out in
point 1 of Annex IV;

In addition, the following specific criteria shall apply to projects of common interest
falling under specific energy infrastructure categories:

(a) concerning electricity transm ission a nd storage projects falling under the
categories set out in points 1(a) to (d) of Annex II, the proj ect shall contribute
significantly to at least one of the following specific criteria:

— market integration, competition and system flexibility;

- sustainability, inter alia through transmission of renewable generation to
major consumption centres and storage sites;

— interoperability and secure system operation;
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(b)

(c)

(d)

(e)

concerning gas projects falling under the categories set out in point 2 of Annex
I1, th e pro ject sha Il con tribute s ignificantly to at least one of the f ollowing
specific criteria:

— market integration, interoperability and system flexibility;

—  security of supply, inter alia through diversificatio n of supply sources,
supplying counterparts and routes;

—  competition, inter aliathrough diversification  of supply sources,
supplying counterparts and routes;

_ sustainability;

concerning electricity s mart grid proj ects falling under the catego ry set out in
point 1(e) of Annex I I, the project sh all co ntribute sig nificantly to the
following specific functions:

— integration and involv ement of network users with new technical
requirements with regard to their electricity supply and demand;

— efficiency and interoperability of el ectricity transmission and distribution
in day-to-day network operation;

— network security, system control and quality of supply;

— optimised planning of future cost-efficient network investments;
— market functioning and customer services;

— involvement of users in the management of their energy usage;

concerning oil transport projects falling under the categories set out in point 3
of Annex II, the project shall contribut e significantly to th e following thre e
specific criteria:

— security of supply reducing single supply source or route dependency;

— efficient an d sustain able use of resources through m itigation of
environmental risks;

- interoperability;

concerning carbon diox ide transport proj ects falling under the categories set
out in point 4 of Anne x II, the project shall contr ibute s ignificantly to the
following three specific criteria:

— avoidance of carbon dioxide em issions at low cost while m aintaining
security of energy supply;

— increase the resilience and security of carbon dioxide transport;
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— efficient use of resource s, by enabling the connection of multiple CO ,
sources and storage sites via com mon infrastructure and m inimising
environmental burden and risks.

3. Concerning projects falling under the categories set out in points 1 to 3 of Annex II,

the criteria listed in th 1s Article shall be as sessed in accordance with the indicators
set out in points 2 to 5 of Annex I'V.

When ranking projects contributing to the implementation of the sam e priority, due
consideration shall also be given to the ur gency of each proposed project in order to
meet the energy policy targets of market integration and co mpetition, sustainability
and security of supply, the number of Member States affected by each project, and its
complementarity with regard to other pr oposed projects. F or projects f alling under
the category set out in point 1(e) of Annex II, due consideration shall also be given to
the number of users affected by the projec t, the annual energy consum ption and the
share of generation from non dispatchable resources in the area covered by these
users.

Article 5
I mplementation and monitoring

Project promoters shall im plement projec ts of common i nterest according to an
implementation plan including a tim  etable for feasibility and design studies,
regulatory approval, construction and ~ commissioning, and the perm it granting
schedule referred to in Article 11(3). Tr  ansmission system operators, distribution
system operators or other operators shall ope rate projects of common interest in their
area.

The Agency and the Groups shall monitor the progress achieved in implementing the
projects of comm on i nterest. The Groups may request addi  tional infor mation
provided in accordan ce with paragraphs 3, 4 and 5, verify th e provided information
on site and convene meetings with the rele vant parties. The Groups may also request
the Agency to take m easures to facilitate the implementation of projects of common
interest.

By the 31 March of each year following the year of selection as project of common
interest pursuant to Article 4, project promoters shall subm it an annual report, for
each project falling und er the categories set out in points 1 and 2 of Annex I, to th e
Agency or, for projects falling under the categories set out in points 3 and 4 of Annex
I1, to the respective Group. This report shall detail:

(a) the progress achieved for the developm ent, construction and comm issioning of
the project, notably with regard to permit granting and consultation procedures;

(b) where relev ant, delay s com pared to the implem entation plan and other
difficulties encountered.

Within three months of the receip t of the annual reports, the Agency shall subm it to
the Groups a consolidated report for the projects of common interest falling under the
categories set out in points 1 and 2 of Annex II, evaluating the progress achieved and
proposing, where appropriate, m easures to o vercome the delays an d difficulties
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encountered. The evaluation shall also incl ude, in accordance with the provisions of
Article 6(8) and (9) of Regulation (E C) No 713/2009, the consistent im plementation
of the Union-wide network developm ent plans with regard to theen ergy
infrastructure priority corridors and areas set out in Annex I.

Each year, the concerned com petent authorities referred to in Article 9 shall, a t the
meeting following receipt of the annual repo rts referred to in parag raph 3, report to
the respective Group on the status and, where relevant, delays in the implementation
of projects of common interest located on their respective territory.

If the commissioning of a project of comm on interest is delayed by m ore than two
years compared to the implementation plan without sufficient justification:

(a) The project promoter of that project shall accept investments by one or s everal
other operators or investors to im plement the project. The system operator, in
whose area the investm  ent is locat ed, shall provide the im plementing
operator(s) or investor(s) with all information needed to realise the investment,
shall connect new assets to the transm ission network and sh all generally make
its best efforts to facilitate the implementation of the investment and the secure,
reliable and efficient o peration an d m aintenance of the project of comm on
interest.

(b) the Commission may launch a call for pr oposals open to any project promoter
to build the project according to an agreed timeline.

A project of common interest m ay be removed from the Union-wide list of projects
of common interest a ccording to the procedure set in the second sentence of Article
3(1) if:

(a) The energy system -wide cost-benefit analysis carried ou t by the ENTSOs in
accordance with point 6 of Annex III does not yield a positive result for the
project;

(b) The project is no longer included in the ten-year network development plan;

(¢) The inclusion in the lis t referred to in paragraph 1 of Article 3 was based on
incorrect information which was a determining factor for the decision;

(d) The project does not comply with existing Union legislation.

Projects, which are w  ithdrawn from the Union-wide list, lo se all rights and
obligations arising from this Regulation for projects of co mmon interest. This article
shall be without prejudice to any U nion financing paid to the project prior to the
withdrawal decision.

Article 6
European coordinators

When a project of common interest encounters sign ificant im plementation
difficulties, the Commission may designate a European coordinator for a period of up
to one year renewable twice.
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The European coordinator shall fulfil the following tasks:

(a) promote the project(s), for which he  or she has been designated European
coordinator and the cross- border dialogue between the project prom oters and
all concerned stakeholders;

(b) assistall p artiesasn ecessaryin c onsulting concerned stakeholders and
obtaining necessary permits for the project(s);

(c) ensure that appropriate support and stra tegic direction by the Mem ber States
concerned are provided for the preparation and im plementation of the

project(s);

(d) submit every year a report to the C ommission on the progress of the project(s)
and on any difficulties and obstacles which are likely to significantly delay the
commissioning date of the project(s). The Commission shall transmit the report
to the concerned Groups and the European Parliament.

The European coordinator shall be chosen on the basis of his or her experience with
regard to the specific tasks assigned to him or her for the concerned project(s).

The decision designating the European coordinator shall sp ecify the term s of
reference detailing the duration of the mandate, the specific tasks and corresponding
deadlines and the m ethodology to be follo wed. The coordination effort shall be
proportionate to the complexity and estimated costs of the project(s).

The Mem ber States concerned shall coope rate with the E uropean coordinator i n
his/her execution of the tasks referred to in paragraph 2 and 4.

CHAPTER Il —Permit granting and public participation

Article7
Regime of common interest

For the purpose of acceler ating perm it granting procedures and enhancing public
participation, the provis ions of this Chapter sh all be app licable to all projec ts of
common interest.

Article 8
‘Priority status' of projects of common interest

Projects of common interest sh all be alloca ted the stat us of the highest national
significance possible and be treated as such in permit granting procedures, where and
in the manner such treatment is provided for in national legislation applicable to the
corresponding type of energy infrastructure.
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The adoption of the Union-wide list of projects of common interest shall establish the
public interest and necessity of these proj ects within the Member States concerned
and shall be acknowledged as such by all parties concerned.

For the purpose of ensuring efficient adm inistrative processing of the files related to
projects of common interest, project prom oters and all authorities con cerned shall
ensure that the m ost preferential treatment possible is given to these files as regards
the resources allocated.

With the objective of meeting the tim e limits set out in Article 11 and reducing the
administrative burden for the com pletion of projects of common interest, Mem ber
States shall, within nine m onths from the entry into force of this Regulation, take
measures to stream line the environ mental assessm ent procedures. These m easures
shall be without prejudice to obligations resulting from Union legislation.

The Commission shall, within three months of the entry into force of this Regulation,
issue gu idance to supp ort Mem ber States in defining adequate m easures and to
ensure the coherent application of envir onmental assessm ent procedures required
under EU legislation for projects of common interest.

With regard to the environm ental impacts addr essed in Ar ticle 6(4 ) o f Directiv e
92/43/EC and Article 4(7) of Directiv e 2000/60/EC, projects of common interest
shall be con sidered as b eing of public inte rest, and m ay be considered as being of
"overriding public in terest", p rovided th at all the cond itions fores een in th ese
Directives are fulfilled.

Should the opinion of the Commission be re  quired in accordance with Directive
92/43/EC, the Comm ission and the com petent authority pursuant to Article 9, shall
ensure that the decision with regard to the "overriding public interest" of a project is
taken within the time limit pursuant to paragraph 1 of Article 11.

Article9
Organisation of the permit granting process

Within six months of the entry into force of this Regulation, each Member State shall
designate one national competent authority which shall be responsible for facilitating
and coordinating the permit granting process for projects of common interest and for
the implementation of the relevant tasks of the perm it granting process as defined in
this Chapter.

The competent authority shall issue, without prejudice to relevant requirements under
Union and international legislation, the co mprehensive decision within the time limit
referred to in Article 11(1) according to one of the following schemes:

(a) integrated s cheme: the com prehensive decisio n issued by the competen — t
authority is the sole legally binding decision resulting from the statutory permit
granting procedure. Where other authorities are concerned by the project, these
may, in accordance with national legisla tion, give their opinion as inpu t to the
procedure, which shall be taken into account by the competent authority.
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(b) coordinated schem e: The com prehensive decis ion m ay encom pass multip le
individual legally binding decisions issued by the Com petent Autho rity and
other authorities concerned. The competent authority shall establish, on a case-
by-case bas is, a reasonable tim e lim it w ithin which the individual decisions
must be iss ued. The co mpetent au thority may take an individual decision on
behalf of another national authority concerned, if the decision by that authority
is not delivered within the tim e limit and if't he delay cannot be adequately
justified. The com petent author ity m ay overrule an individual decision of
another national authority, if it consider s that the deci sion is not sufficiently
substantiated with regard to the underlying evidence presented by the authority
concerned. The competent authority shall ensure that the relevant requirem ents
under international and Union legislation are respected and must duly justify its
decision.

If a project of comm on interest require s decisions to be taken in two or more
Member States, the respective competent authorities shall take all necessary steps for
efficient and effective cooperation and ¢ oordination am ong them selves, including
compliance with the Espoo Convention and  the provisions referred to in 11(3).
Member States shall endeavour to provide for joint proc  edures, particularly with
regard to the assessment of environmental impacts.

Member States shall endea vour to ensure that appeals challenging the substantive or
procedural legality of a com prehensive de cision are h andled in the most efficient
way possible.

Article 10
Transparency and public participation

To increase transparency for all stake holders concerned, the com petent authority
shall, within nine months of the entry into force of this Regulation, publish a m anual
of procedures for the perm it granting pr ocess applic able to projects of common
interest. The manual shall be updated as ne cessary and made available to the public.
The manual shall at least include the information specified in point 1 of Annex VI.

Without prejudice to any requirements under the Aarhus and Espoo Conventions and
relevant Union legislation, all parties i nvolved in the perm it granting process shall
follow the principles for public participation set out in point 2 of Annex VI.

The project prom oter shall, within three months of the start of the perm it granting
process pursuant to paragraph 1(a) of Ar ticle 11, elaborate and subm it a concept for
public participation to the competent authority. The competent authority shall request
modifications or approve the concept for public participation within one month. The
concept shall at least include the information specified in point 3 of Annex VI.

At least one public consu Itation s hall be car ried out by the project prom oter, or,
where this is laid down by national legisl ation, by the competent authority, before
submission of the app lication file to the competent authority pursuant to parag raph
I(a) of Article 11. The public consultation sh all inform stakeholders referred to in
point 2(a) of Annex VI about the project at an early stage and identify them  ost
suitable loc ation or tra jectory and the rele vant issues to be addressed in the
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application file. The minimum modalities of this public consultation are specified in
point 4 of Annex VI. A repor t summarising the results of activities r elated to th e
participation of the publ ic prior to the s ubmission of the a pplication file shall be
prepared by the project promoter and submitted together with the app lication file to
the competent authority, which shall take due account of these results w hen taking
the comprehensive decision.

For projects crossing the border of tw o or more Member States,  the public
consultations pursuant to paragraph 4 in ¢ ach of the Member States concerned shall
take place within a delay of no m ore than two months from the start date of the first
public consultation in one of these Member States.

For projects likely to have significant adverse cross-bord er impacts in one or m ore
neighbouring Me mber States, where Artic le 7 of Directive 85/337/E EC and t he
Espoo Convention are applicable, the relevant information shall be made available to
the com petent authority of the neighbour  ing Me mber State(s). The com petent
authority of the neighbouring Member State( s) shall indicate whe ther it wishe s to
participate in the relevant public consultation procedures.

The project prom oter, or, where national legislation so provides, the com petent
authority, shall establish and regularly update a project we bsite to publish relevant

information about the project, which shall be linked to the Comm ission website and
which shall satisfy the requirements specified in point 5 of Anne x VI. Commercially
sensitive information shall be kept confidential.

Project promoters shall, in addition, publish relevant infor mation by other
appropriate information means, to which the public has open access.

Article 11
Duration and implementation of the permit granting process

The duration of the perm it granting process shall consist of two phases and shall not
exceed a period of three years:

(a) the pre-application procedure, coveri ng the period between the start of the
permit granting process and the acceptance of the submitted application file by
the competent authority, shall not exceed two years.

For the purpose of establishing the star t of the perm it granting process, the
project promoter(s) shall not ify the project to the com petent authority of the
Member State(s) concerned in written  form, and shall include a reaso nably
detailed outline of the project. No later than two weeks following the receipt of
the notification, the co mpetent authority shall accept or, if it consid  ers the
project as not m ature enough to enter th e permit granting process, refuse the
notification in written form. In case of a refusal, the com petent authority shall
justify its decision. The date of s ignature of the acceptance of the notification
by the competent au thority sh all serve as th e start of the perm it granting
process. Where two or more Mem ber States are concerned, the accep tance of
the notification by the last com petent au thority concerned shall serve as the
date of the start of the permit granting process.
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(b) The statutory perm it granting proce dure, covering the period from the
acceptance of the submitted application file until the competent authority takes
a comprehensive decision, shall no t exceed one year. Mem ber States m ay set
an earlier date for the time-limit if considered appropriate.

Within one month of the st art of the perm it granting process, pursuant to paragraph
1(a), the co mpetent au thority shall identi fy, in close coo peration with the oth er
authorities concerned, the scope of material and level of detail of inform ation to be
submitted by the projec t promoter, as part of the applic ation file, to apply f or the
comprehensive decision. The checklist referre d to in point 1(e) of Annex VI shall
serve as a basis for this identification. At least one m eeting between the com petent
authority and the project prom oter, and, if considered a ppropriate by the com petent
authority, other authorities and stakeholders concerned shall take place to this aim. A
detailed application outline, which shall include the result s of this m eeting, shall be
transmitted to the project prom oter and be m ade available to the public n o later than
one month after the meeting.

Within three months of the start of the permit granting process pursuant to paragraph
1(a), the co mpetent au thority shall elaborate, in close coop eration with the p roject
promoter and other authorities concerned a nd taking into account the results of the
activities carried out un der paragraph 2, a detailed sche dule for the perm it granting
process, identifying at minimum the following:

(a) the decisions and opinions to be obtained,
(b) the authorities, stakeholders, and the public likely to be concerned;
(c) the individual stages of the procedure and their duration;

(d) major m ilestones to be accom plished a nd their dead lines in view of the
comprehensive decision to be taken,;

(e) the resources planned by the authorities and possible additional resource needs.

For projects crossing the border between tw o or more Member States, the com petent
authorities of the Member States concerned shall align their timetables and elaborate
a joint schedule.

The projec t prom oter shall en sure the com pleteness and a dequate qua lity of the
application file and seek the competent authority's opinion on this as early as possible
during the pre-application pro cedure. The project prom oter shall cooperate with the
competent authority to m eet deadlines a nd comply with the detailed schedule as
defined in paragraph 3.

Within one month of the receipt of the application file, the competent authority shall,
if necessary, make further requests regarding missing information to be submitted by
the project prom oter, which m ay only addr ess subjects id entified in the detailed
application outline. Within one month of the receipt of the complete application file,
the competent authority shall accep t the a pplication in written form . Subsequently,
requests for additional infor mation may only be made if these are justified by new
circumstances and duly explained by the competent authority.
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In the eventof anexp iry of th e tim e-limit f or the com prehensive de cision, th e
competent authority shall present to the competent Group the measures taken or to be
taken to conclude the perm it granting pr ocess with the least possible delay. The
Group may request the com petent authority to report regularly on progress achieved
in this regard.

The tim e lim its in the above provisions  shall be without prej udice to obligations
arising from international and Union legislation.

CHAPTER IV —Regulatory treatment

Article 12
Energy system wide cost-benefit analysis

Within one m onth of the entry into  force of this Regulation, the ENTSO for
Electricity and the ENTSO for Gas shall s ubmit to the Agency and the Comm ission
their respective m ethodology, including on network and m arket m odelling, for a
harmonised energy sy stem-wide cost-ben efit analysis at Union-wide level for
projects of comm on interest falling under th e categories set out in points 1(a) to (d)
and 2 of Annex II. The m ethodology shall be elaborated in line w ith the principles
laid down in Annex V.

Within three m onths of the day of re ceipt of the m ethodology, the A gency, after
formally co nsulting the organis ations repre senting all re levant stakeh olders, sh all
provide an opinion to the Commission on the methodology.

Within three m onths of the receip t of the opinion of the Agency, the Comm ission
shall deliver an opinion on the methodology.

Within three months of the day of re ceipt of the Comm ission's opinion, the ENTS O
for Electricity and the ENTSO for Gas  shall adapt th eir m ethodology accord ingly
and submit it to the Commission for approval.

Within two weeks of the approval by th e Commission, the ENTS O for Electricity
and the ENTSO for Ga s shall publish the m ethodology on their websites. They shall
transmit the corresponding input data sets as defined in point 1 of Annex V and other
relevant network, load flow and market data in a sufficiently accurate form according
to nation al legislation s and relev ant confiidentiality ag reements to the Comm ission
and the Agency, upon request. The data shall be valid at the date of the request. The
Commission and the A gency shall ensure th e conf idential tr eatment of the data
received, by them selves and by any party carrying out analytical work for them on
the basis of those data.

The m ethodology shall be updateda  nd im proved regularly by following the
procedure laid down in paragraphs 1 to 5. The Agency, after formally consulting the
organisations representing all relevant  stakeholders and the Comm  ission, may
request such updates and improvements with due justification and timescales.
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The methodology shall be applied to the co st-benefit analysis under all subsequent
ten-year network development plans for electricity or gas developed by the ENTSOs
for Electricity or Gas pursuant Article 8 of Regulation (EC) 714/2009 and Regulation
(EC) 715/2009.

By 31 December 2016, the ENTSO for Electricity and the ENTSO for Gas shall
jointly submit to the Commission and the Agency common electricity and gas market
and network m odel including both electricity and gas  transmission and sto rage,
covering the priority corridors and areas de signated in Annex I and elaborated in line
with the principles laid down in Annex V. After approval of this model by the
Commission accord ing to the p rocedure set o ut in paragraphs 2 to 4 , it shall be
included in the methodology.

Article 13
Enabling investments with cross-border impacts

The investm ent costs related to a proj  ect of comm on i nterest falling under the
categories set out in points 1(a) to (d) and 2 of Annex II shall be borne by the
transmission system operator(s) of the Member State(s) to which the project provides
a net positive im pact, and be paid for by network users through tariffs for network
access.

The provisions of this Article shall not a pply to projects of comm on interest having
received an exem ption pursuant Article 36 of Directive 2009/73/EC or Article 17 of
Regulation (EC) 714/2009.

National regulatory authorities shall take into account actual costs incurred by a
transmission system operator or other project promoter as a result of the investm ents
and cross-border allocati on of corresponding costs refe rred to in paragraph 3 when
fixing or approving tariffs in accordance with Article 37(1)  (a) of Directiv e
2009/72/EC and Article 41(1)(a ) of Directive 2009/73/E C, insofar as these costs
correspond to those of an efficient and structurally comparable operator.

Without prejudice to investm  ents in  projects of common interest by m utual
agreement between the transmission system operators concerned, national regulatory
authorities shall jo intly approve invest ments and decide on the cross-border
allocation of corresponding costs for projects of common interest or packages thereof
as well as the inclusion of investment costs in the transmission tariffs.

The promoter(s) of a project of common in terest falling under the categories set out
in points 1(a) to (d) and 2 of Annex II shall keep all ¢ oncerned national regulatory
authorities regularly informed of the progress of that project and the identification of
costs and impacts asso ciated with it. As soo nasapro jectof common intere st
selected pursuant to Article 3 and falling under the categories set out in points 1(a) to
(d) and 2 of Annex II has reached sufficien  t maturity, th e proje ct p romoter sha 1l
submit an investment request including a cro ss-border cost allocation, to the relevant
national regulatory authorities, accompanied by the following:

(a) a cost-benefit analysis on the basis of the methodology elaborated pursuant to
Article 12; and
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(b) abusiness plan evaluating the financial viability of the project, including the
chosen financing solution, and, for proj ects of common interest falling under
the category referred to in point 2 of Annex I, the results of market testing.

If a project is prom oted by several operato rs or investors, they shall subm it their
request jointly.

For projects contained in the first Union- wide list of projects of common interest,
project promoters shall submit their request by 30 September 2013.

A copy of each investment request shall be transmitted for information without delay
by the national regulatory authorities to the Agency on receipt.

The national regulatory authorities and the Agency shall p reserve the confidentiality
of commercially sensitive information.

Within six months of the date on which th e last request w as received by the last of
the national regulatory authorities concerne  d, the national regu latory author ities
shall, after consultation of the project promoter(s) concerned, take a joint decision on
the allo cation of investm ent costs to be borne by each system operator for that
project, as well as th  eir inc lusion in network tariffs. The national regulatory
authorities may decide to allocate only pa rt of the costs or to allocate costs am ong a
package of several projects of common interest.

In deciding to allocate co sts across borders, the econom ic, social and environm ental
costs and benefits of the pr oject(s) in the Mem ber States concerned and the possible
need for financial support shall be taken into account.

The decision shall be notified, without delay, by the national regulatory authorities to
the Agency, together with all the relevant information with respect to the decision. In
particular, the information shall contain detailed reasons on the basis of which costs
were allocated among Member States, such as the following:

(a) an evaluation of the ide ntified im pacts, including concerni ng network tariffs,
on each of the concerned Member States;

(b) an evaluation of the business plan referred to in paragraph 4(b);

(c) regional or Union-wide positive exte rnalities, which the project would
generate;

(d) the result of the consultation of the project promoter(s) concerned.
The allocation decision shall be published.

Where the national regulatory authorities concerned have not reached an agreement
on the investm ent request within six m onths of the date on which the request was
received by the last of  the nation al regul atory authorities concerned, they shall
inform the Agency without delay.

In this case or upon a joint request fr om the national regul  atory authorities
concerned, the decision on the investm  ent request including cross-border cost
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allocation referred to in paragr aph 4 as well as the way the cost of the investm ents
are reflected in the tar iffs shall be ta ken by the Agency within three m onths of the
date of referral to the Agency.

Before taking such a decision, the Agency  shall consult the national regulatory
authorities concerned and the project promoter(s). The three-month period referred to
in the second subparagraph may be extended by an additional period of two m onths
where further inform ation is sought by th e Agency. That additional period shall
begin on the day following receipt of the complete information.

The allocation decision shall be published.

A copy of all decisions, toge ther with all the relevant information with respect to
each decision, shall be notified, without delay, by the Agency to the Comm ission.
That inf ormation m ay be subm itted in agg regate form . The Commission shall
preserve the confidentiality of commercially sensitive information.

This cost allocation sha 11 not affect the right of transm ission system operators to

apply and national regulatory authorities to approve charges for access to networks in
accordance with Article 32 of Directive 2009/72/EC and of Directive 2 009/73/EC,
Article 14 of Regulation (EC) No 714/2009, and Article 13 of Regulation (EC) No
715/2009.

Article 14
I ncentives

Where a project prom oter incurs higher risks for the developm ent, construction,
operation or maintenance of a project of common interest falling under the categories
set out in points 1 and 2 of Annex II, ex  cept for hydro-pumped electricity storage
projects, co mpared to the risks no rmally incurred by a co mparable in frastructure
project, and where such risks are not covered under an exemption pursuant to Article
36 of Directive 2009/73/EC or Article 17 of Regulation (EC) No 714/2009, national
regulatory authorities shall en sure that approp riate incentives are gra nted to th at
project when applying Article 37(8) of Directive 2009/72/EC, Article 41(8) of
Directive 2009/73/EC, Article 14 of Regulation (EC) No 714/2009, and Article 13 of
Regulation (EC) No 715/2009.

The decision of the national regulatory aut horities for granting such inc entives shall
consider the results of th e cost-benefit analysis on th e basis of the m ethodology
elaborated pursuant to Artic le 12 and in particular  the regional or Union-wide
positive externalities ge nerated by the proj ect. The nationa 1 regulatory authoritie s
shall further analy se the specific ris ks incurred by the project prom oter(s), the risk
mitigation measures taken and the justification of this risk profile in view of the net
positive impact provided by th e project, when compared to a lower -risk alternative.
Eligible risks shall notably include risks related to new transm ission technologies,
both onshore and offshore, risks related to under-recovery of costs and developm ent
risks.

The incentive granted by the d ecision shall take account of the specific nature of the
risk incurred and cover:
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(a) rules for anticipatory investment; or

(b) rules for recognition of efficiently incu rred costs before commissioning of the
project; or

(c) rules for providing additional return on the capital invested for the project; or
(d) any other measure deemed necessary and appropriate.

By 31 December 2013, the Agency shall issu e guidance in accordance with Article
7(2) of Regulation (EC) No 713/2009:

(a) regarding the inc entives ref erred to in paragraph 1 on the basis of a
benchmarking of best practice by national regulatory authorities;

(b) regarding a common m ethodology to evalua te the incurred higher risks of
investments in electricity and gas transmission projects.

By 31 July 2013, each national reg ulatory auth ority shall p ublish its methodology
and the criteriau sed to evaluate in vestments in electricity and gas transm  ission
projects and the higher risks incurred by them.

The Comm ission m ay issue guidelines regard ing the incen tives laid do wn in th is
Article in accordance with Article 18(1) to (3) of Re gulation (EC) No 714/2009 and
Article 23 (1) of Regulation (EC) No 715/2009.

CHAPTER V —Financing

Article 15
Eligibility of projectsfor Union financial assistance

Projects of common interest falling under the categories set out in points 1, 2 and 4
of Annex II are eligible for Union financial support in the form of grants for studies
and financial instrum ents in accordance w ith the provisions of [Regulation of the
European Parliament and the Council establishing the Connecting Europe Facility].

Projects of common interest falling under th e categories set out in points 1(a) to (d)
and 2 of Annex II, except for hydro-pum ped electricity storage projects, shall be also
eligible for Union financial support in the form of grants f or works in accordance
with the provisions of [Regulation of th e European Parliam ent and the Council
establishing the Connecting Eur ope Facility], if they are carried out according to the
procedure referred to in paragr aph 6(b) of Article 5 o r if they f ulfil the f ollowing
criteria:

(a) the project s pecific cost-benefit analysis pursuant to paragra ph 4(a) of Article

13 provide s evidence concernin g the exis tence of signif icant positiv e
externalities, such as security of supply, solidarity or innovation; and
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(b) the project is commercially not viable according to the business plan and other
assessments carried ou t, notably by po ssible investors or cr editors. The
decision on incentives and its justification referred to in paragraph 3 of Article
14 shall be taken into account when assessing the project’ s commercial
viability; and

(c) the project has receiv ed a cross-b order cost a llocation de cision pursu ant to
Article 13 or, for projects having received an exemption pursuant to Article 36
of Directive 2009/73/E C or Article 17 of Regulation (EC ) No 714/2009, an
opinion from the com petent national regulatory authorities and the Agency on
the commercial viability of the project.

Projects of common interest falling under the categories set out in points 1(e) and 4
of Annex II shall be also eligible for Union financial support in the form of grants for
works in accordance with th e provisions of [Regulation of the European Parliam ent
and the Council establishing  the Connecting Europe Faci lity], if the concerne d
project p romoters ¢ an cle arly de monstrate the sign ificant positiv e externalitie s
generated by the projects and their lack of commercial viability.

CHAPTER VI —Final provisions

Article 16
Reporting and evaluation

Not later than 2017, the Comm ission shall publish a report on th ¢ implementation of projects
of common interest. This report shall provide an evaluation of:

(a)

(b)

(d)

EN

the progress achieved for the developm  ent, construction and commi ssioning of
projects of comm on interest selected pursu ant Article 3, and, where relevant, delays
in implementation and other difficulties encountered;

the funds engaged and disburse d by the Union for projects of comm on interest in
accordance with the pro visions of [Regula tion of the Euro pean Parliament and the
Council establishing the Connecting Europe F acility], compared to the total value of
funded projects of common interest;

concerning the electricity and gas sectors, the evolution of the interconnection level
between Member States, the corresponding evol ution of energy prices, as well as the
number of network system failure events, their causes and related economic cost;

concerning permit granting and public participation:

— the average and m aximum total durati on of authorisation procedures for
projects of common i nterest, in cluding the duration of each step of the
authorisation procedure, compared to th e timing foreseen by the initia | major
milestones referred to in Article 11(3);
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— the level of opposition faced by pro jects of common interes t (notably number
of written objections during the pub lic c onsultation process, number of legal
recourse actions);

(e) concerning regulatory treatment:

— the number of projects of comm on interest having been granted a cross-border
cost allocation decision pursuant to Article 13;

— the number and type of projects of co mmon interest having received specific
incentives pursuant to Article 14;

Article 17
Information and publicity

The Commission shall estab lish an infrastructure transparency platform easily accessib le to
the general public. This platform shall contain the following information:

(a) general, regularly updated inform ation, including geographic inform ation, for eac h
project of common interest;

(b) the implementation plan for each project of common interest;

(©) the m ain results of the  cost-benefit analysis on th ¢ basis of them ethodology
elaborated pursuant Article 12 for the proj ects of common interest concerned, except
for any commercially sensitive information.

Article 18
Transitional provisions

This Regulation shall not affect the granting,  continuation or m odification of financial aid
awarded by the Comm ission on the basis of calls for proposals la unched under Regulation
(EC) No 680/2007 of the European Parliam  ent and of the Council ' to projects listed in
Annexes I and III to Decision 1364 /2006/EC or in view of the targ ets, based on the relev ant
categories of expenditure for TEN-E, as defined in Council Regulation (EC) No 1083/2006°.

Article 19
Repeal

Decision 1364/2006/EC is hereby repealed from 1 January 2014. No rights shall arise under
this Regulation for projects listed in Annexes I and III to Decision 1364/2006/EC.

3 0J L 162, 22.6.2007, p. 1.
32 OJ L 210, 31.7.2006, p. 25.
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Article 20
Entry into force

This Regulation shall enter into force on the twentieth day following that of its publication in
the Official Journal of the European Union.

It shall apply from 1 January 2013.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels,

For the European Parliament For the Council
The President The President
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ANNEX |

ENERGY INFRASTRUCTURE PRIORITY CORRIDORSAND AREAS

This Regulation shall apply to the f ollowing tr ans-European energy inf rastructure prior ity
corridors and areas:

1. PRIORITY ELECTRICITY CORRIDORS

(1) Northern Seas offshore grid (“ NSOG”): integr ated of fshore elec tricity grid in th e
North Sea, the Irish Sea, the English Channel, the Baltic Sea and neighbouring
waters to tr ansport electricity from renewable offshore energy sources to centres of
consumption and storage and to increase cross-border electricity exchange.

Member States concerned: Belgium , Denm ark, France, Germ any, Ireland,
Luxemburg, the Netherlands, Sweden, the United Kingdom;

(2) North-South  electricity interconnections in Western Europe (‘NS West
Electricity” ): interconnections between Me mber States of the region and with
Mediterranean third countries, notably to integrate electricity from renewable energy
sources.

Member States concerned: Belgium , France, Germany, Ireland, Italy, L uxembourg,
Netherlands, Malta, Portugal, Spain, the United Kingdom,;

(3) North-South electricity interconnections in Central Eastern and South Eastern
Europe ("NS East Electricity”): interconnections and intern al lines in North-Sout h
and East-W est direction s to com plete the in ternal m arket and integr ate generation
from renewable energy sources.

Member States concerned: Austria, Bulg aria, Czech Rep ublic, Cyprus, Germ any,
Greece, Hungary, Italy, Poland, Romania, Slovakia, Slovenia;

4) Baltic Energy Market Interconnection Plan in electricity ("BEMIP Electricity"):
interconnections between Member States in the Baltic region and reinforcing internal
grid infrastructures accordingl y, to end isolation of the Ba ltic States and to f oster
market integration in the region;

Member States concerned: Denm ark, Estonia, Finland, Germany, Latvia, Lithuania,
Poland, Sweden.
2. PRIORITY GAS CORRIDORS

(5) North-South gas interconnections in Western Europe ("NS West Gas'):
interconnection capacities for North-South ga s flows in W estern Europe to further
diversify routes of supply and increase short-term gas deliverability.

Member States concerned: Belgium , France, Germany, Ireland, Italy, L uxembourg,
Malta, the Netherlands, Portugal, Spain, the United Kingdom,;
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(6)

(7

®)

©)

(10)

(11)

(12)

North-South gas interconnections in Central Eastern and South Eastern Europe
("NS East Gas'): regional gas co nnections between the Baltic Sea region, the
Adriatic and Aegean Seas and the Black S ea, notably to enh ance diversification and
security of gas supply;

Member States concerned: Austria, Bu Igaria, Cyprus, C zech Republic, Germ any,
Greece, Hungary, Italy, Poland, Romania, Slovakia, Slovenia;

Southern Gas Corridor ("SGC"): transmission of gas from the Caspian Basin,
Central Asia, the Midd le East and th e Eastern Mediterranean Basin to th € Union to
enhance diversification of gas supply.

Member States concerned: Austria, Bu  lgaria, Czech Republic, Cyprus, Fran ce,
Germany, Hungary, Greece, Italy, Poland, Romania, Slovakia, Slovenia;

Baltic Energy Market Interconnection Plan in gas ("BEMIP Gas"): infrastructure to
end the isolation of the three Baltic Stat  es and Finland and their single supplier
dependency and to increase diversification of supplies in the Baltic Sea region;

Member States concerned: Denm ark, Estonia, Finland, Germany, Latvia, Lithuania,
Poland, Sweden.
PRIORITY OIL CORRIDOR

Oil supply connections in Central Eastern Europe ("OSC"): interoperability of the
oil pipeline network in Central Eastern Eur ope to increase security of supply and
reduce environmental risks.

Member States con cerned: Austria, Czech Republic, Germ any, Hungary, Polan d,
Slovakia.
PRIORITY THEMATIC AREAS

Smart grids deployment: adoption of s mart grid techno logies across the Union to
efficiently integrate the behaviour and actions of all users connected to the electricity
network, in particular the ge neration of large amounts of electricity from renewable
or distributed energy sources and demand response by consumers;

Member States concerned: all;

Electricity highways:. first electricity highways by 2020,i  n view of building an
electricity highways system across the Union;

Member States concerned: all;

Cross-border carbon dioxide network: development of carbon dioxide transport
infrastructure between Member States and with neighbouring third countries in view
of the deployment of carbon dioxide capture and storage.

Member States concerned: all.
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ANNEX 11

ENERGY INFRASTRUCTURE CATEGORIES

The energy infrastructure categories to be  developed in order to im  plement the energy
infrastructure priorities listed in Annex I are the following:

(1)

2)

concerning electricity:

(a)

(b)

(c)

(d)

(e)

high-voltage overhead transm ission lines, if they have been designed for a
voltage of 220 kV or more, and underg  round and subm arine transm ission
cables, if they have been designed for a voltage of 150 kV or more;

concerning in particular electricity highways; any physical equipment designed
to allow tra nsport of electricity on the high and extra-high voltage level, in
view of connecting large amounts of electricity generation or storage located in
one or several Mem ber States or third countries with large-scale electricity
consumption in one or several other Member States;

electricity s torage facilities us ed for storing electricity on a perm  anent or
temporary basis in above-ground or underg round infrastructure or geological
sites, provided they are directly connected to high-voltage transm ission lines
designed for a voltage of 110 kV or more;

any equipment or installation essential fo r the s ystems defined in (a) to (¢) to
operate safely, securely and efficien tly, including protection, m onitoring and
control systems at all voltage levels;

any equipment or insta llation, both at transm ission and m edium voltage
distribution level, aiming at two-way digital communication, real-time or close
to rea l-time, inte ractive and in telligent m onitoring and m anagement of
electricity generation, transm ission, dist ribution and consumption within an
electricity network in view of developi ng a network efficiently integrating the
behaviour and actions of all users conn ected to it — generators, consum ers and
those that do both — in order to ensure  an econ omically efficient, sustainable
electricity system with low losses a nd high quality and sec urity of supply and
safety;

concerning gas:

(a)

(b)

(©)

transmission pipelines for the transport of natural gas and bio gas that form part
of a network which m ainly contains hi gh-pressure pipelines, excluding high-
pressure pipelines used for upstream or local distribution of natural gas,

underground storage facilities connected to the above -mentioned high-pressure
gas pipelines,

reception, storage and regasification or decom pression facilities for liq uefied
natural gas (LNG) or compressed natural gas (CNG);
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(d) any equipm ent or installation essentia 1f or the system to opera te saf ely,
securely and efficiently or to enable bi-directional capacity;

3) concerning oil:
(a) pipelines used to transport crude oil;

(b) pumping stations and storage facilities necessary for the operation of crude oil
pipelines;

(c) any equipment or installation essential for the system in question to operate
properly, securely and efficiently, incl uding protection, monitoring and control
systems and reverse-flow devices;

4) concerning carbon dioxide:

(a) dedicated pipelines, other than upstream pipeline network, used to transport
anthropogenic carbon dioxide from  more than one source, i.e. industrial
installations (including power plants) that produce carbon dioxide gas from
combustion or other chem ical reactions involving fossil or non-fossil carbon-
containing com pounds, for the purpose of perm anent geological storage of
carbon dioxide pursuant to Directive 2009/31/EC;

(b) facilities for liquefaction and buffe r storage of carbon dioxide in view of its
further transportation. This does not incl ude infrastructure within a geological
formation used for the perm  anent geological storage of carbon dioxide
pursuant to Directive 2009/31/E  Cand associated su rface and injection
facilities.

(c) any equipment or installation essential for the system in question to operate
properly, securely and efficiently, including protection, monitoring and control
systems
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(1

)

©)

(4)

ANNEX 111

REGIONAL IDENTIFICATION OF PROJECTS OF COMMON INTEREST

RULESFOR REGIONAL GROUPS

For electricity projects falling under the cat egories set out in point 1 of Annex II,
each Group shall be co mposed of represen tatives of the Mem ber States, national
regulatory authorities, transm ission system operators f ollowing their obliga tion to
cooperate on a regional level in accordan ce with Article 6 of Directive 2009/72/EC
and Article 12 of Regul ation (EC) No 714/2009 and project promoters concerned by
each of the relevant priorities designated in Annex I, as well as the Comm ission, the
Agency and the ENTSO for Electricity.

For gas projects falling under the catego ries set out in po int 2 of Annex II, each
Group shall be com  posed of representa tives of the Member States, national
regulatory authorities, transm ission system operators f ollowing their obliga tion to
cooperate on a regional level in accordan ce with Article 7 of Directive 2009/73/EC
and Article 12 of Regul ation (EC) No 715/2009 and project prom oters concerned by
each of the relevant priorities designated in Annex 1, as well as the Comm ission, the
Agency and the ENTSO for Gas.

For oil and carbon dioxide transport projects falling under the categories referred to
in Annex I1(3) and (4), each Group shall b e composed of the represen tatives of the
Member States, project prom oters concerne d by each of the relevant priorities
designated in Annex 1 and the Commission.

Each Group shall organise its workload in  line with regional cooperation efforts
pursuant Article 6 of Dir ective 2009/72/EC, Article 7 of Directive 2009/73/EC,
Article 12 of Regulation (EC) No 714/2009, and Article 12 of Regulation (EC) No
715/2009 and other existing regional cooperation structures.

Each Group shall invite, as appropriate in view of implementing the relevant priority
designated in Annex I, representatives of  national adm inistrations, of regulatory
authorities, project promoters, and transmission system operators from EU candidate
countries and potential candida tes, the member countries of the European Econom ic
Area and th e European Free Trad e Associatio n, representatives from the Energy
Community institutions and bodies, countries covered by the European
Neighbourhood policy and countries, with whic h the Union has established specific
energy cooperation.

Each Group shall consult the organisations representing relevant stakeholders,
including producers, distribution system operators, suppliers, consumers, and, for the
tasks set out in paragraph 2 of Article 5, organisations for environmental protection.
The Group m ay organise hearings or ¢ onsultations, where  relevant for the
accomplishments of it tasks.
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(1

2)

G)

(4)

)

(6)

PROCESSFOR REGIONAL IDENTIFICATION

Each project promoter shall submit an application for selection as project of common
interest to the m embers of the respective Group, includ ing an assessm ent of its
project(s) with regard to the contribution to implem enting the prior ities set out in
Annex I, th e fulfilment of the r elevant criteria defined in Ar ticle 6, and any other
relevant information for the evaluation of the project.

All recip ients shall preserv eth e conf identiality of comm ercially sensitiv e
information.

Proposed electricity transmission and storage projects falling under the categories set
out in point 1(a) to (d) of  Annex II shall be part of th e latest available ten-y ear
network development plan for electricit y, developed by the EN TSO for Electricity
pursuant Article 8 of Regulation (EC) 714/2009.

For all Union-wide lists of projects of common interest adopted after 1 August 2013,
proposed gas transmission and storage projects falling under the categories set out in
point 2 of Annex II shall be part of the latest available ten-year network development
plan for gas, developed by the ENTSO for Gas pursuant Article 8 of Regulation (EC)
715/2009.

Proposed carbon dioxide transport projects falling under the category set out in point
4 of Annex II shall be presented as part ~ of a plan, developed by m  ore than two
Member States, for the developm ent of cr oss-border carbon di oxide transport and
storage infrastructure, to be presented by the Member States concerned or entities
designated by those Member States to the Commission.

When evaluating proposed electricity and gas projects falling under the categories set
out in points 1(a) to (d) and 2 of Annex II, each Group shall, without prejudice to the
provisions o f point 4, take accoun t of the analysis m ade, in acco rdance with th e
provisions in paragraph 7 of Article 12, fo  r proposed electricity and gas projects
falling under the categories set out in points 1(a) to (d) and 2 of Annex II in the latest
available ten-year network developm ent plan for gas and electricity, developed by
the ENTSOs for Electricity and Gas pursuant Article 8 of Regulations (EC) 714/2009
and (EC) 715/20009.
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(1)

2)

ANNEX IV

RULESAND INDICATORS CONCERNING CRITERIA FOR PROJECTS OF

COMMON INTEREST

A project with significant cro ss-border im pact is a pro ject on the territory of a
Member State, which fulfils the following conditions:

(a)

(b)

(©)

(d)

(e)

for electricity transmission, the project changes the grid transfer capacity at the
border of that Member State with one or several other Member States or at any
other relevant cross-section of the sa me transmission corridor by at least 500
Megawatt compared to the situation without commissioning of the project;

for electricity storage, the project  provides storage capacity allowing a net
annual electricity generation of at least 500 Gigawatt-hours;

for gas transmission, the project concerns investment in reverse flow capacities
or changes the capability to transm it gas across the border(s ) of the concerned
Member State by at least 10 % com pared to the situa  tion pr ior to the
commissioning of the project;

for gas storage or liquefied/com  pressed natural gas, the  project aim s at
supplying directly or indirec tly at least two Member St ates or at fulfilling the
infrastructure standard (N-1 rule ) at regional level in ac cordance with Artic le
6(3) of Regulation (EU) No 994/2010;

for smart grids, the project is designed for equipments and installations at high-
voltage and m edium-voltage level designe d for a voltage of 10kV or more. It
involves transm ission and di stribution system operators from at least two
Member States, which cover at least 100,000 users that generate or consume
electricity or do both in a consum ption area of at least 300 Gigawatthours/year,
of which at least 20% originate from non dispatchable resources.

Concerning projects falling under the categories set out in points 1(a) to (d) of Annex
I1, the criteria listed in Article 4 shall be measured as follows:

(a)

Market integration, competition and system flexibility shall be measured in line
with th e analysis made in the la test available ten-year network developm ent
plan in electricity, notably by:

— calculating, for cross -border p rojects, the im pact on the grid transfer
capability in both power flow directions, measured in terms of amount of
power (inm egawatt), or, for project s with significan t cross-bo rder
impact, the impact on grid transfer capability at borders between relevant
Member States, between relevant Mem ber States and third countries or
within relevant Mem ber States and on de mand-supply balancing and
network operations in relevant Member States;

— assessing the impact, for the area o f analysis as defined in point 10 of
Annex V, i n terms of energy system -wide generation and transm ission
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3)

(b)

(©)

costs and evolution of market prices provided by a project under different
planning scenarios, notably taking into account the variations induced on
the merit order.

Transmission of renewable energy gene ration to m ajor consum ption centres
and storage sites shall be measured in line with the analy sis made in the late st
available ten-year network development plan in electricity, notably by:

— for electricity transm ission, by estim ating the am ount of generation
capacity from renewable energy sour ces (by technology, in m egawatts),
which is co nnected and transmitted due to the projec t, compared to the
amount of planned total generation capacity from the se types of
renewable energy sources in the concerned Mem ber State in 2020
according to the n ational renewable energy action p lans as defined in
Article 4 of Directive 2009/28/EC.

— for electricity storag e, by com paring new capacity p rovided by the
project with total existing capacity for the same storage technology in the
area of analysis as defined in point 10 of Annex V.

Interoperability and secure system operation shall be measured in line with the
analysis m ade in the latest available ten-year network developm ent plan in

electricity, notably by assessing the im pact of the project on the loss of load
expectation for the area of analysis as defined in point 10 of Annex V in term s
of generation and transmission adequacy for a set of characteristic load periods,
taking into account expect ed changes in clim ate-related extrem e weather

events and their impact on infrastructure resilience.

The total ex penditure for the project over its technical lifecycle shall be taken into
account when calculating these indicators.

Concerning projects falling under the categor ies set out in point 2 of Annex II, the
criteria listed in Article 4 shall be measured as follows:

(a)

(b)

(©)

Market in tegration and interope rability shall be m easured by calculating the

additional value of the project to the  integration of m arket areas an d price
convergence, to the overall flexibility of the system , including the capacity

level offered for reverse flows under various scenarios.

Competition shall be m easured on the ba sis of divers ification, includ ing the
facilitation of access to indigenous sources of supply, takin g successively into
account diversification of sources, counter parts and routes and the im pact of
new capacity on the HHI index calculate d at capacity lev el for the area of
analysis as defined in point 10 of Annex V.

Security of gas supply shall be measured by calculating the addition al value of
the project to the short and long-term resilience of the system and to enhancing
the remaining flexibility of the system to cope with supply disruptions under
various sce narios, as w ell as the a dditional ca pacity provided by th e project
measured in rela tion to the inf rastructure standard (N-1 rule ) at r egional level
in accordance with Article 6(3) of Regulation (EU) No 994/2010.
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(4)

)

(d)

Sustainability shall be m easured as the contribution of a project to reduce
emissions, to support the back-up of renewable electricity generation or power-
to-gas and biogas tran sportation, taki ng into account exp ected chang es in
climatic conditions.

Concerning projects falling under the category set out in point 1(e) of Annex II, each
function listed in Article 4 shall be evaluated against the following criteria:

(a)

(b)

(c)

(d)

(e)

®

Level of sustain ability: This criter ion shall be m easured by assessing the
reduction of greenhouse gas em  issions, and the environm ental im pact of
electricity grid infrastructure;

Capacity of transmission and distribution grids to connect an d bring electricity
from and to users: This criterion sha 1l be measured by estimating th e installed
capacity of distributed energy resources in distribution networks, the allowable
maximum i njection of electricity wit hout congestion risks in transmission
networks, and the energy not withdraw  n from renewable sources due to
congestion or security risks;

Network connectiv ity and access to all ca  tegories of network users: This
criterion shall be evaluated by assessi ng the m ethods adopted to calculate
charges and tariffs, as well as their st ructure, for generators, consum ers and
those that do both, and the operational flexibility p rovided f or d ynamic
balancing of electricity in the network;

Security and quality of supply: This cr iterion shall be evaluated by assessing
the ratio of reliably available genera tion capacity and peak dem and, the share
of electricity generated from renewable sources, the s tability of the e lectricity
system, the duration and frequency of  interruptions per custom er, including
climate related disruptions, and the voltage quality performance;

Efficiency and service quality in elect ricity supply and grid operation: This
criterion shall be estimated by assessing the level of losses in transmission and
in distribution networks, the ratio between minimum and maximum electricity
demand within a defined tim e pe riod, the dem and side participation in
electricity markets and in energy efficiency measures, the percentage utilisation
(i.e. average loading) of electricity network com ponents, the availability of
network components (related to planne d and unplanned m aintenance) and its
impact on network perform ances, and the actual av ailability of network
capacity with respect to its standard value;

Contribution to cr oss-border e lectricity m arkets by load-flow control to
alleviate loop-flows and increase inte  rconnection capacities: This criterion
shall be estimated by assessing the ratio between interconnection capacity of a
Member State and its electricity dem and, the exploitation of interconnection
capacities, and the congestion rents across interconnections.

Concerning oil transport proj ects falling und er the categor ies set out in point 3 of
Annex I, the criteria listed in Article 4 shall be measured as follows:
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(a)

(b)

(c)

Security of oil supply shall be m easured by assessing the additional value of
the new capacity offered by a project for the short and long-term resilience of
the system and the rem aining flexibility of the system to cope with supply
disruptions under various scenarios.

Interoperability sha 11 b e m easured by ass essing to what exten tthe proje ct
improves the operation of the oil network, in particular by providing the
possibility of reverse flows.

Efficient and sustainable use of res ources shall be evaluated by assessing the
extent to which the project m akes use of already existing infrastructure and
contributes to minimising environmental and climate change burden and risks.
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ANNEX V

ENERGY SYSTEM-WIDE COST-BENEFIT ANALYSIS

The methodology for a harm onised energy system -wide cost-benefit analysis for projects of
common interest shall satisfy the following principles laid down in this Annex.

(1)

)

©)

(4)

)

(6)

EN

The methodology shall be based on a common input data set representing the Union's
electricity and gas system s in the years n+5, n+10, n+15, and n+20, where n is the
year in which the analysis is performed. This data set shall comprise at least:

(a) Inelectricity: scenarios for de ~ mand, generation capacities by fuel type
(biomass, geotherm al, hydro, gas, nucle ar, oil, solid fuels, wind, solar
photovoltaic, concentrated solar, othe  r renewable technol ogies)and their
geographical location, fuel prices (including biomass, coal, gas and oil), carbon
dioxide prices, the composition of th e transm ission and, if relevant, the
distribution network, and its evolution, taking into account all new sign ificant
generation (including capacity equipped for capturing carbon dioxide), storage
and transmission projects for which a fi nal investment decision has been taken
and that are due to be commissioned by the end of year n+5;

(b) In gas: scenarios for dem and, imports, fuel prices (including coal, gas and oil),
carbon diox ide prices, the com position of the transm ission network and its
evolution, taking into account all new pr ojects for which a final investm ent
decision has been taken and that are due to be commissioned by the end of year
n+5;

The data se t shall ref lect Union an d nation al legislation s in force at the date of
analysis. The data sets u sed for electricity and gas respectively shall be com patible,
notably with regard to assum ptions on prices and volumes in each market. The data
set shall be elaborated after formally consulting Member States and the organisations
representing all relevant stakeho lders. The Commission and the Agency shall ensure
access to the required commercial data from third parties when applicable.

The methodology shall give guidance for th e development and use of network and
market modelling necessary for the cost- benefit analysis.

The cost-benefit analysis shall be based on a harm  onised evaluation of costs and
benefits for the different categories of proj ects analysed and cover at leas t the period
of time referred to in point 1.

The cost-benefit analysis shal I at least take into account the following costs: capital

expenditure, operational and m aintenance expenditure over the technical lifecycle of
the project and decommi ssioning and waste m anagement costs, where relevant. The

methodology shall give guidance on discount rates to be used for the calculations.

For electricity tran smission and storage, the cost-benefit analysis shall at least take
into account the im pacts on th e indicators def ined in Anne x III. In line with the
methods applied for the elaboration of the latest available ten-year network
development plan in electricity, it shall ~ in addition notably ta ke into account the
impacts of the project on the following:
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(7

(8)

)

(10)

(11)

(a) Competition in term s of m arket power of dif ferent operato rs a nd the
convergence of prices between different Member States;

(b) Costs of electricity generation, transm ission and distribution, including the
costs for power plant self consum ption and those related to greenhouse gas
emissions and transmission losses over the technical lifecycle of the project;

(c) Future costs for new generation and tran smission investment over the technical
lifecycle of the project;

(d) Operational f lexibility, includ ing optimisation of regulating power and
ancillary services;

(e) System resilienc e, inc luding disa ster an d clim ate resilie nce, and s ystem
security, notably for European critical infrastructures as de fined in Dir ective
2008/114/EC.

For gas, the cost-benefit analysis shall at least take into account the results of market
testing, such as open seasons, the impacts on the indicators defined in Annex III and
the following impacts:

(a) Competition in term s of m arket power of dif ferent operato rs a nd the
convergence of prices between different Member States;

(b) System resilienc e, inc luding disa ster an d clim ate resilie nce, and s ystem
security, notably for European critical infrastructures as de fined in Dir ective
2008/114/EC;

(c) Probability and quantity of energy not be ing supplied and in crease in security
and quality of supply;

(d) Contribution to the integration of different gas market areas,
(a) Flexibility of and congestion in the gas network.

For smart grids, the cost-ben efit analysis sha 1l take into account the impacts on the
indicators defined in Annex III.

The detailed method used to take into account the indicators referred to in points 6 to
8 shall be elaborated after form ally ¢ onsulting the organisati ons representing all
relevant stakeholders.

The methodology shall define an area of analysis for the cost-benefit analysis of each
individual project and for the analy sis at regional or Union-wide level. The area for
the an alysis of an ind ividual project shall cover all Member States and third
countries, on whose territory the project  shall be built, all ~ directly neighbouring
Member States and all other Member States significantly impacted by the project.

The methodology shall define the analysis to be carried out, based on the relevant
input data set, by calculating the results of the objective functi on with and without
each project. The analysis shall identify the Member States on which the project has
net positive impacts (b eneficiaries) and tho se Member States on which the p roject
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(12)

has a net negativ e im pact (cos t bearers ). Each cost-benefit analys is s hall include
sensitivity analyses concer ning the input data set, the comm issioning date of
different projects in the same area of analysis and other relevant parameters.

Transmission and distribution system  opera tors sha 1l ex change th e inf ormation
necessary for the elaboration of the methodology, including the relevant network and
market m odelling. Any transm ission or distribution system operator collecting
information on behalf of other transm ission or distribution system operators shall
give back to the participating transm ission and distribution system operators the
results of the colle ction of data. For th e common electricity and gas m arketand
network model set out in paragraph 8 of Ar ticle 12, the input data set referred toi n
point 1 shall cover the years n+10, n+20 a nd n+30 and the m odel shall allow for a
full asses sment of econ omic, social and environmental im pacts, notably including
external costs such as those related to greenhouse gas and conventional air pollutant
emissions or security of supply.
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(1)

2)

©)

ANNEX VI

GUIDELINES FOR TRANSPARENCY AND PUBLIC PARTICIPATION

The manual of procedures shall at least specify:

(a)

(b)

(c)

(d)

(e)

®

the relevant legislation upon which deci sions and opinions are based f or the
different types of relevant project sof comm  on interest, including
environmental legislation;

the relevant decisions and opinions to be obtained;

the names and contact details of the Competent Authority, other authorities and
major stakeholders concerned,

the work flow, outlining each stage in the process, including an indicative time
frame;

information about the scope, structure a nd level of detail of docum ents to be
submitted with the application for decisions, including a checklist;

the stages and means for the general public to participate in the process.

To increase public par ticipation inthe permit granting process, the following
principles shall be applied:

(a)

(b)

(©)

The stakeholders affected by a p roject of common interest, including relevant
authorities, landowners and citizens living in the vicinity of the project, the
general public and their associations  , organisations or groups, shall be
extensively inform ed a nd consulted at an early stage an d in an open and
transparent m anner. Where relevant, th e com petent auth ority shall activ ely
support the activities undertaken by the project promoter.

Competent authorities shall ensure that  public consultation procedures for
projects of common interest are co  ncentrated where poss ible. Each p ublic
consultation shall cove r all subject m atters relevant to the particular stage of
the procedure, and one subject m atter rele vant to the particular stage of the
procedure shall not be addressed in ~ more than one public consultation. The
subject matters addressed by a public cons ultation shall be clearly indicated in
the notification of the public consultation.

Comments and objections shall be ad missible from the beginning of the public
consultation until the expiry of the deadline only.

The concept for public participation shall at least include information about:

(a)
(b)
(c)

the stakeholders concerned and addressed;
the measures envisaged;

the timeline;
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(d)

the human resources allocated to the respective tasks.

(4) In the context of the public consultation to be carried ou t before submission of the
application file, the relevant parties shall at least:

(a) publish an information leaflet of no more than 15 pa ges, giving, in a clear and
concise manner, an overview of the pur pose and preliminary timetable of the
project, at least three alternative routes considered, expected impacts, including
of cross-border nature, and possible mitigation measures;

(b) inform all stakeholders affected about the project through the website ref erred
to in Article 10(7) and other appropriate information means;

(c) invite in written f orm relevan t af fected stak eholders to dedicated m eetings,
during which concerns shall be discussed.

(5) The project website shall make available as a minimum the following:

(a) anon-technical and regularly updated su mmary of no m ore than 50 pages
reflecting the current status of the proj ect and clearly indi cating, in case of
updates, changes to previous versions;

(b) the project and public consultation pl  anning, clearly indicating dates and
locations for public consultations and hearings;

(c) contact details in view of obtaining the full set of application documents;

(d) contact details in view of conveyi ng comments and objections during public
consultations;

(e) the manual of procedures pursuant Article 10(1).
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