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Monitoring process
Obijective and structuring principles

Monitoring process aims at verifying that Y-4 and Y-1 awarded capacity will effectively be there as of
1st day of delivery period for which they have been contracted;

Develop rules to limit gaming risk (volume retention from Y-4 to
Minimize gaming Y-1 or excluding competition)
risk

: Financial penalties must reflect the project owner ability to
Ensure level playing o : _ o : :
field mitigate the risk (e.g. permitting risk not comparable to risk
related to construction work)

Minimize
aq mechanism total » Minimize impact of mitigation measures on mechanism total
B ost cost

» Maximize competition




gp Minimize gaming

Monitoring process risk

Requirement from prequalification process related to monitoring

Supplier

registration

CMU
acceptance

ﬁ

ﬁ

Minimize
Qﬂ‘ mechanism total
cost

Bank guarantee (€ / MW) proportional to contracted volume (MW);

Secured from moment contract is awarded at auction (within 60 WD)

Only financial incentive that can be used by ELIA during monitoring phase (as remuneration of CRM
only starts with delivery period and is capped to contractual value)

ooo

For new capacities; specific requirements:

Sector plan must be adapted according to the project (e.g: industrial zone);

Proof right to use the field (ownership; signed offer with suspension clause; signed agreement)

Firm commitment of third party on infrastructure work feasibility (if relevant) (e.g: Fluxys)

Information used to get production permit (CRM law)

Positive technical assessment (ELIA connection process)

Project’s planning and detailed info(template in contracts to keep consistency between projects)
% Intermediate milestones (quarterly and yearly)
% Link with third parties and periodic reporting (quarterly and yearly) (e.g: Fluxys infrastructure work)
« Hard deadlines for key deliverables : permits; construction; commissioning

pooooog

Uncertainties cannot be avoided (e.g: permitting risk; delay in construction work) in the

prequalification process - monitoring rules needed




Minimize

Monitoring requirements Mo mechanism tota

cost

Principle # 1: No matter the reason; there are two possibilities to cover for missing capacities (2 monitoring phases)

< 25 months > < 23 months >
Volume

calculation Y-1

Ty N Monitoring Delivery
Monitoring ph 1

Auction Y-1
Awarded contract  Missing capacity identified in Missing capacity identified in
monitoring phase 1 results in an monitoring phase 2 results in an
increase of volume of auction obligation for the CRM candidate to
Y-1 to replace (1 year contract) find an alternative solution by himself
the initially awarded capacity (e.g: secondary market)

—HTia



Monitoring requirements B mechanism tota
cost

N~ Minimize gaming
—  risk

Principle # 2 — the financial penalty must reflect the project owner possibility to mitigate related risk and must

increase in time

Financial penalty either via bank guarantee and/or via a reduction of
initial contractual duration/obligation

Financial penalty higher in monitoring phase 2 (limited time left to find alternative
solution and risk not being adequate for concerned delivery period)

Permitting risk subject to specific monitoring principle (see example next slides)
as long as the permitting process is respected by the project owner and seen its limited
influence on it (delay can easily be caused by third parties)

—HTia



Monitoring requirements

Principle # 3 : awarded volume must be verified and confirmed at least once before delivery period (applicable to both

existing and new capacities)

Delivery
year

Monitoring phase 2

= lif. Y- ] <: — 'l>
Auction Y-4 5?75 Monitoring phase 1

o ) Missing capacity
CMU 1 - 500 MW Existing  verification (based on 15 (50 MW) included ~ Verification (based on 15’
1 year contract capacity  easurement) of contracted in volume Y-1 measurement) of contracted
PACIY capacity (500 Mw) capacity (450 MW) Missing capacity

Missing capacity of 50 MW

monitored via
D CRM availability
Reduction of contractual obligation controls

New contractual obligation of 450 MW

CMU 1 -500 MW New If already possible, verification based on 15 min measurement
ear contract capacity before Y-1 volume calculation. If not (capacity not commissioned

yet); confirmation required before start of delivery year
LR a



CRM monitoring process
How to deal with risk of delay
(new capacities)

Concrete examples




Monitoring process
Concrete examples in case of delay (new capacity)

Scenario 1 Scenario 2

Scenario 3



. : . : ny project risk (exce ermittin
Monitoring requirement | ¥ Ay prolectriskfxesptpermitng
Scenario 1 I

< 25 months > Volume < 23 months >

calculation Y-1

3z Auction Y-4 Monitoring phase 1 rz Monitoring phase 2

Delivery years

2025-2028

‘ +400 MW  Y-1 auction
- MW
g';,ﬂeifs Cf,?,?ract Delay identified —lr Delay identified
Replacement of missing
capacity with Y-1 auction
Financial penalty via bank Contractual delivery period not
guarantee (gaming risk) adapted Delivery years
2025-2028
Contractual delivery period CRM candidate responsible to
reduced (loose 1 year of find an alternative + subject to
remuneration) CRM availability monitoring

principles ‘
Delivery years In case of no delivery, loose ‘@é— FIT
2026-2028 bank guarantee




. . . 1 i .
Monitoring requirement | 7 Permiting ek :
Scenario 2 |

< 25 months > { 23 months >
Volume

calculation Y-1

3. Auction Y-4 Monitoring phase 1 5 Monitoring phase 2

Y-1 auction

CMU 2 - 100 MW Detected delay
3 years contract

Delivery years
2025-2028

No delay of contracted Delivery years
period 2025-2028

A CRM candidate takes the risk to wait after the volume calculation of

Y-1 (last moment to find an alternative volume via auction mechanism) Subject to availability control

and related penalties

~

- Becomes its responsibility to find an alternative solution

- Subiject to financial penalty (no report of contracted period) _
> If never able to deliver, loose

bank guarantee . -
LR a




Monitoring requirement i |

Scenariod ) e A s J

{ 25 months > { 23 months >
Volume

calculation Y-1

Delivery years

o Auction Y-4 Monitoring phase 1 5 Monitoring phase 2 20252033
‘ + 500 MW  Y-1 auction
CMU 1 -500 MW Deadline communicated in preq.
8 years contract Phase

= _ Delivery years
Initial contracted period 2026-2034

No permit received by then
delayed by one year

Delaying contract delivery period because of delay in permitting process

: . —q
has two main advantages: Financial penalty = % bank

guarantee (gaming risk)

U Lowest financial impact on mechanism total cost (no premium risk
by default in each new project at Y-4 auction)

U Leaves 23 months to develop an alternative solution (still possible
to initiate new projects)

—HTia



Additional monitoring requirements

From a certain MW threshold (proposal: 400 MW), a CRM candidate must produce the project’ needed permits in monitoring phase 1

> Not realistic to finalize both permits and construction work within 23 months;
» From adequacy perspective, risks are too high to be accepted
» Secondary market not designed to cope with these additional volumes

In parallel to the permit; ELIA may require additional proof of concrete project realization (e.g: invoices; order of main component;...)

Exact penalty (% of bank guarantee) will be determined in function of these additional proves (work in progress)

Proportionality of the specific penalty regime foreseen to cover permitting risk

» 18t permitting delay (phase 1): report of delivery period by one year + % of bank guarantee

> 2" permitting delay (next year, phase 1): No report of delivery period (i.0.w: reduction of contractual duration)

> 3" permitting delay (3 year; phase 1): termination contract + no reimbursement of bank guarantee 7
—%Tia



