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Fingrid Oyj
PL 503
00101 Helsinki

Paatos rajayhdysjohto Pyhdnselkd-Messaure seka voima-
johto Keminmaa-Pyhanselka -hankkeiden kustannusten ja-
kamisesta

Asianosainen
Fingrid Oyj
Vireilletulo

17.9.2019

Selostus asiasta

Euroopan parlamentin ja neuvoston asetuksessa (EU) N:o 347/2013, Euroopan laa-
juisten energiainfrastruktuurien suuntaviivoista ja paatoksen N:o 1364/2006/EY
kumoamisesta sekd asetusten (EY) N:o 713/2009, (EY) N:o 714/2009 ja (EY) N:o
715/2009 muuttamisesta (jaljempana infrastruktuuriasetus) saddetdan energian
sisamarkkinoiden edistamiseksi valttdmattomista yhteistd etua koskevista ener-
giainfrastruktuurihankkeista ja niihin liittyvista viranomaisprosesseista.

Infrastruktuuriasetuksen I liitteen 1 kohdan mukaan asetusta sovelletaan ensisijai-
siin sahkokaytaviin, jollaisiin lukeutuu Baltian energiamarkkinoiden yhteenliitéanta-
suunnitelma ("BEMIP Electricity”) Itameren alueen jasenvaltioiden valiset yhteen-
liitdnnat ja sisaisten verkkoinfrastruktuurien vastaava vahvistaminen Baltian mai-
den eristyneisyyden poistamiseksi ja markkinoiden yhdentymisen edistamiseksi
muun muassa edistamalla uusiutuvista energialahteista tuotetun sahkoén liittdmista
verkkoon alueella. Suomalaisen siirtoverkonhaltijan Fingrid Oyj:n ja ruotsalaisen
siirtoverkonhaltijan Svenska kraftnatin yhteista etua koskeva rajayhdysjohtohanke
Pohjois-Suomen ja Pohjois-Ruotsin valilla (nro 4.10.1 infrastruktuuriasetus VII liite)
sekd Suomen sisainen voimajohtohanke Keminmaa-Pyhanselka (nro 4.10.2 infra-
struktuuriasetus VII liite) tahtadvat Suomen ja Ruotsin valisen rajasiirtokapasitee-
tin kasvattamiseen.

Infrastruktuuriasetuksen mukaisesti yhteista etua koskevien hankkeiden tosiasial-
lisesti aiheutuneista investointikustannuksista vastaavat niiden jasenvaltioiden siir-
toverkonhaltijat tai siirtoinfrastruktuuria koskevien hankkeiden toteuttajat, joille
hanke aiheuttaa positiivisen nettovaikutuksen. Silta osin kuin nditd kustannuksia ei
ole katettu siirtorajoitusmaksuilla tai muilla maksuilla, verkon kayttajat maksavat
ne verkkoon paasysta kyseisissa jasenvaltioissa perittavina tariffeina.

Edelld mainittua periaatetta sovelletaan yhteistd etua koskevaan hankkeeseen
vain, jos vahintaan yksi hankkeen toteuttaja pyytaa kyseisia kansallisia viranomai-
sia soveltamaan tata toimittamalla investointipyynndn. Investointipyyntd on toimi-
tettava heti, kun hanke on saavuttanut riittdvan kypsyyden ja kun hankkeen
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toteuttaja on kuullut niiden jasenvaltioiden siirtoverkonhaltijoita, joille hanke ai-
heuttaa merkittdvan positiivisen nettovaikutuksen.

Investointipyyntéén on sisdllytettava rajat ylittdvaa kustannusten jakamista kos-
kevan pyynnon lisaksi hankekohtainen kustannus-hyoétyanalyysi, liiketoimintasuun-
nitelma, ja mikali hankkeen toteuttajat pddsevat asiasta yhteisymmarrykseen, ra-
jat ylittavaa kustannusten jakamista koskeva perusteltu ehdotus. Investointipyyntd
on toimitettava kaikille asianomaisille kansallisille saantelyviranomaisille. Jos han-
ketta toteuttavat useat toteuttajat, niiden on esitettava investointipyyntd yhdessa.

Kansallisten saantelyviranomaisten on tehtavat koordinoituja paatdksia investoin-
tikustannusten jakamisesta kullekin hankkeeseen osallistuvalle verkonhaltijalle.
Kansalliset saantelyviranomiset voivat paattaa jakaa vain osan kustannuksista, tai
ne voivat paattaa jakaa kustannukset useiden yhteista etua koskevien hankkeiden
kesken.

Fingrid Oyj ja Svenska kraftnat (jaljempana myds hankkeen toteuttajat) toimittivat
Energiavirastolle seka Ruotsin saantelyviranomaiselle 17.9.2019 Suomen ja Ruot-
sin valista rajayhdyshanketta seké Suomen sisdistéd voimajohtohanketta koskevan
investointipyynndn.

Hankkeen toteuttajat toimittivat paivityksia investointipyyntédén 4.11.2019 perus-
tuen saantelyviranomaisilta saatuun palautteeseen.

Energiavirasto on koordinoinut tata paatésta Suomen ja Ruotsin valisen rajayhdys-
hankeen seka Suomen sisdisen voimajohtohankkeen kustannusten jakamista yh-
dessa Ruotsin saantelyviranomaisen (Energimarknadsinspektionen) kanssa ja on
ilmaissut kantansa yhteiselld dokumentilla (Cross-border Cost Allocation Agree-
ment between Energy Authority of Finland and Swedish Energy Markets Inspecto-
rate).

Investointipyynto

Fingrid Oyj:n ja Svenska kraftnatin toimittamat investointipyynndét kasittavat kus-
tannus-hyoétyanalyysin, liiketoimintasuunnitelman seka ehdotuksen investointikus-
tannusten jakamisesta.

Investointipyynndissa on esitetty hankkeen toteutussuunnitelma aikatauluineen
seka arvio kriittisista ja riskitekijoistéa hankkeelle seka riskeihin varautuminen suh-

man mukaiselle toteutumiselle.

Investointipyynndissa esitetdan hankkeen lupamenettelyjen tilanne kaikissa niissa
jasenmaissa, joiden alueella tapahtuu rakentamista.

Investointipyynndissa on esitetty tietoja hankkeen kypsyyden arvioimiseksi, kuten
kustannusten ja hyodtyjen muodostumisesta seka hankkeen suunnittelun etenemi-
sestd.

Investointipyyntéjen liitteenéd on toimitettu hankkeen toteuttajien valmistelema sel-
vitys rajasiirtokapasiteetin kehittdmistarpeista Suomen ja Ruotsin valilla, johon in-
vestointipyynnoissa esitetty kustannus-hyoétyanalyysi perustuu. Selvityksessa on
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mallinnettu viiteskenaariot vuosille 2025 ja 2035 seka kolme vaihtoehtoista sahkdn
kysynta skenaariota vuodelle 2035 toisistaan poikkeavilla taustaoletuksilla. Inves-
tointipyynnoissa esitetaan vertailutietona myds sahkon siirtoverkonhaltijoiden eu-
rooppalaisen yhteistydjarjeston ENTSOE:n (European Network of Transmission
System Operators for Electricity) toteuttaman mallinnuksen tuloksia hankkeiden
hyddyista.

Investointipyynndssa on esitetty, ettda kustannus-hyodtyanalyysi on tehty Suomen
ja Ruotsin valiselle rajayhdysjohtohankkeelle seka Suomen sisdiselle voimajohto-
hankkeelle yhdessa, koska hankkeet ovat laheisesti riippuvia toisistaan eika naiden
suoria hyoétyja voida erottaa toisistaan.

Investointipyynndssa on esitetty, ettd kustannus-hyoétyanalyysissa on tunnistettu
useita hyodtyja hankkeista ja osa hyddyista on rahamaaraistetty. Hyodyt, joita ei ole
riittdvalld varmuudella pystytty rahamaaraistdmaan on esitetty kvalitatiivisen tar-
kastelun avulla.

Investointipyynndssa on esitetty, etta Suomen ja Ruotsin vdlisen rajayhdyshank-
keen ja Suomen sisdisen voimajohtohankkeen investoinnit rahoitettaisiin hankkei-
den toteuttajien toimesta seka EU rahoituksella. EU rahoituksen osuus ei ole mu-
kana saannellyssa verkko-omaisuudessa siirtohintavaikutuksia laskettaessa. Inves-
tointipyynndssa on esitetty siirtohintavaikutukset 50%:n EU tuen tasolla.

Investointipyynndissa on esitetty ehdotus rajat ylittdvien kustannusten jaka-
miseksi. Koska investointipyynndissa esitetty kustannus-hydtyanalyysi ei osoita
johdonmukaisesti hyodtyja muiden alueen maiden osalta, hankkeen toteuttajat eh-
dottavat kustannusten jakamista ainoastaan iséntamaiden kesken.

Siirtoverkonhaltijoiden kuuleminen ja alueellinen yhteistyo

Hankkeen toteuttajat ovat toimittaneet tietoa siirtoverkonhaltijoiden kuulemisesta.
Hankkeen toteuttajien mukaan alueen muille siirtoverkonhaltijoille on ilmoitettu
PCI-hankkeista ENTSOE:n RGBS (Regional Baltic Sea) tapaamisessa 28.5.2019.

Koska hankkeet vaikuttavat [&hinna vain isantamaihin eika hankkeiden kustannus-
hybtyanalyysi osoita johdonmukaisesti hydtyja muille jasenvaltioille eikd nain ollen
kustannuksia ole ehdotettu jaettavaksi muille, hankkeen toteuttajat eivat ole ndh-
neet tarpeelliseksi jarjestaa virallista konsultaatiota alueen muille siirtoverkonhal-
tijoille.

Energiaviraston toimivalta

Euroopan parlamentin ja neuvoston asetuksen (EU) N:o 347/2013 12(4) artiklan
mukaan kansallisten saantelyviranomaisten on asianomaisia hankkeen toteuttajia
kuultuaan tehtava koordinoituja paatdksia investointikustannusten jakamisesta
kullekin hankkeeseen osallistuvalle verkonhaltijalle ja kustannusten sisallyttami-
sesta tariffeihin kuuden kuukauden kuluessa pdivasta, jona asianomaiset kansalli-
set sdantelyviranomaiset vastaanottivat viimeisen investointipyynndn. Kansalliset
saantelyviranomaiset voivat paattaa jakaa vain osan kustannuksista, tai ne voivat
paattaa jakaa kustannukset useiden yhteista etua koskevien hankkeiden kesken.
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Euroopan parlamentin ja neuvoston asetuksen (EU) N:o 347/2013 tarkoittamasta
kansallisesta saantelyviranomaisesta saddetdaan laissa  Energiavirastosta
(870/2013). Lain 1 §:n 2 momentin mukaan Energiavirasto hoitaa kansalliselle
saantelyviranomaiselle kuuluvat tehtavat, joista séadetdan muun muassa Euroopan
parlamentin ja neuvoston asetuksessa (EU) N:o 347/2013.

Perustelut

Energiavirasto katsoo, etta Fingrid Oyj:n ja Svenska kraftnatin investointipyynnon
toimittaminen tayttaa infrastruktuuriasetuksen 12 artiklan 3 kohdan mukaisen vaa-
timuksen investointipyynndn toimittamisesta kaikille asianomaisille saantelyviran-
omaisille. Fingrid Oyj ja Svenska kraftnat toimittivat investointipyyntdnsa Energia-
viraston liséksi Ruotsin saantelyviranomaiselle.

Energiavirasto katsoo, etta investointipyyntd sisdltda infrastruktuuriasetuksen 12
artiklan 3 kohdan mukaiset tiedot eli hankkeiden kustannus-hyotyanalyysin, liike-
toimintasuunnitelman seka ehdotuksen rajat ylittdvien kustannusten jakamisesta.
Koska investointipyynndssa esitetyn kustannus-hydtyanalyysin mukaisesti suurin
osa rajayhdysjohtohankkeen hyoddyista kohdistuu Suomeen eikda kustannus-hyoty-
analyysi osoita johdonmukaisesti hydtyja muille jasenvaltioille, Energiavirasto kat-
soo, ettei muiden jasenvaltioiden siirtoverkonhaltijoiden viralliselle konsultaatiolle
ole ollut tarvetta.

Hankkeen kypsyys

Energiavirasto on arvioinut hankkeen kypsyyttd huomioiden ACER:n suosituksen
yhteista etua koskevien hankkeiden kustannustenjakamispyyntéjen kasittelysta
(Recommendation of the Agency for the Cooperation of Energy Regulators no
05/2015 of 18 December 2015 on good practices for the treatment of the invest-
ment requests, including cross border cost allocation requests, for electricity and
gas projects of common interest, jaljempana myoés ACER:n suositus). Energiavi-
rasto on arvioinut hankkeen kypsyytta ACER:n suosituksen mukaisesti seuraavien
asioiden osalta:

a) Riittava varmuus hankekohtaisen kustannus-hyodtyanalyysissa arvioiduista kus-
tannuksista

b) Hyva tietdmys odotettuihin kustannuksiin ja niiden vaihteluvaleihin vaikutta-
vista tekijoista

¢) Kustannusten epavarmuuden vaihteluvali

d) Asianmukainen hankekohtaisen kustannus-hyoétyanalyysissa arvioitujen kus-
tannusten ennakointi

e) Asianmukainen tieto hydtyihin ja niiden vaihteluvaleihin vaikuttavista tekij6ista
myds eri skenaarioiden ja herkkyysanalyysien suhteen

f) Lupamenettelyt on kdynnistetty kaikissa isantémaissa

g) Kayttdéonoton tulee tapahtua 60 kuukauden kuluessa investointipyynndn toimit-
tamisesta
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Energiavirasto toteaa, etta investointipyyntd osoittaa riittdvaa varmuutta hankkeen
kustannuksista ja tietoa kustannuksiin vaikuttavista tekijoista seka esittda vaihte-
luvalin kustannuksille. Edella mainitut perustuvat hankkeen toteuttajien kokemuk-
siin edellisistd hankkeista ja referensseista liittyen samanlaisiin projekteihin. Hank-
keen toteuttajat ovat myo6s selventaneet syita rakentamiskustannusten eroavai-
suuksille isdntamaiden valilla seka arvioitujen investointikustannusten poikkeavuu-
delle rajasiirtokapasiteetin kehittamistarpeita kasittelevan selvityksen ja investoin-
tipyynnossa ilmoitettujen kustannusten valilla.

Energiavirasto toteaa, etta investointipyyntd osoittaa riittdvaa ennakointia hank-
keen hyodyista ja tietoa hydtyihin vaikuttavista tekijdisté seka vaihteluvaleista eri-
laisiin skenaarioihin ja herkkyystarkasteluihin perustuen.

Energiavirasto toteaa, ettéd hanketta koskevat lupamenettelyt ovat alkaneet kai-
kissa isantamaissa.

Investointipyynndssa on esitetty, ettd Suomen sisdisen voimajohtohankkeen Ke-
minmaa-Pyhanselkd odotetaan valmistuvan vuoden 2024 lopulla ja rajayhdysjoh-
tohankkeen Pyhanselké-Messaure vuoden 2025 loppuun mennessa. Hankkeen to-
teuttajat ovat perustelleet investointipyynndssa syitd rajayhdysjohtohankkeen
kayttéonoton poikkeavuudelle ACER:n suosituksessa mainitusta 60 kuukauden oh-
jeellisesta tasosta. Energiavirasto katsoo, ettd huomioiden hankkeen laajuus,
maasto- ja sdaolosuhteet sekd maantieteellisesti syrjdinen sijainti, hankkeen kayt-
téonoton poikkeavuus ACER:n ohjeellisesta tasosta on perusteltua ja hankkeen ar-
vioidun kayttéonoton vuoden 2025 lopussa olevan mahdollinen.

Ndin ollen Energiavirasto katsoo, ettd rajayhdysjohtohanke on saavuttanut infra-
struktuuriasetuksen 12 artiklan 3 kohdassa tarkoitetun riittdvan kypsyyden kansal-
listen sdantelyviranomaisten paatésta varten.

Hakemuksen taydellisyys

Energiavirasto on arvioinut hakemuksen taydellisyyttd huomioiden ACER:n suosi-
tuksen. ACER on suositellut, ettd hankkeen toteuttajien toimittaman investointi-
pyynndn tulee sisaltéda seuraavat tiedot ja tarpeen mukaan perustelut niiden tueksi:

1. Hankkeen yksityiskohtainen tekninen kuvaus

2. Hankkeen yksityiskohtainen toteutussuunnitelma

3. Investointia (tai investointeja) koskeva alustava investointipdatés tarvittaessa
4

Lyhyt kuvaus hankkeen lupamenettelyn tilasta kaikissa isantémaissa

o

Tieto hankkeen riittavasta kypsyydesta
6. Tieto siirtoverkonhaltijoiden kuulemisista ja kuulemisen tuloksista
7. Hankekohtainen kustannus-hyétyanalyysi

8. Liiketoimintasuunnitelma, joka siséltéa valitun taloudellisen ratkaisun kuvauk-
sen
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9. Perusteltu ehdotus rajat ylittavasta kustannusten jakamisesta (jos hankkeen
toteuttajat ovat sopineet siitd)

Energiavirasto toteaa, etta investointipyyntd sisaltdd ACER:n suosituksen mukaiset
tiedot.

Kustannus-hyotyanalyysin arviointi

Energiavirasto on arvioinut investointipyynndssa esitettya kustannus-hyoétyanalyy-
sia huomioiden ACER:n suosituksen. Ollakseen perusta paatdkselle kustannusten
jakamisesta kustannus-hyoétyanalyysin on oltava kattava ja ymmarrettava, kayttaa
vertailukelpoista ja rahamaaradista tietoa kustannuksista ja hyoddyista seka muista
rajat ylittavista rahamaarista eroteltuina maittain.

Energiavirasto toteaa, ettda kustannus-hyodtyanalyysi on esitetty yhdessa kahdelle
toisiaan tukevalle hankkeelle. ACER:n suosituksen mukaan hankkeet voidaan kat-
soa toisiaan tukeviksi, mikali hankkeiden hyddyt ovat yhdessé suuremmat kuin
hankkeita erikseen arvioitaessa. Energiavirasto katsoo, etta hankkeet ovat toisiaan
tukevia ACER:n suosituksen mukaisesti ja esitetty kustannus-hydtyanalyysi on lin-
jassa taman odotuksen kanssa.

Hankkeen toteuttajat ovat esittaneet investointipyynndssa kustannus-hydtyanalyy-
sin tuloksia perustuen hankeen toteuttajien vuonna 2016 toteuttamaan selvityk-
seen rajasiirtokapasiteetin kehittdmistarpeista Suomen ja Ruotsin valilla. Hankkeen
toteuttajat esittavat, etta valmistellut skenaariot, mallintamismenetelmat, tausta-
oletukset seka kaytetty aineisto edustavat kattavasti ja edustavasti taustoja uuden
rajayhdysjohdon tarpeelle. Hankkeen toteuttajien selvityksen lisdksi hankkeet on
todettu kannattaviksi myds useassa ENTSOE:n selvityksessa. Energiavirasto to-
teaa, etta hankkeen toteuttajien kustannus-hyoétyanalyysissa soveltamat skenaa-
riot, oletukset ja aineisto ovat perusteltuja ja kohtuullisia.

Energiavirasto katsoo, ettd hankkeen toteuttajien kustannus-hydtylaskelmissa so-
veltama jaanndsarvon hyoty, investoinnin taloudellinen elinika seka diskonttokorko
on esitetty ACER:n suosituksen mukaisesti.

Edelld mainitut seikat huomioon ottaen Energiavirasto katsoo, ettd hankkeen to-
teuttajien kustannus-hyoétyanalyysin taloudellisiin hydtyihin liittyvat oletukset ja
laskelmat ovat asianmukaisia ja edustavat hankkeen mahdollisia nettovaikutuksia
asianomaisille jasenvaltioille.

Liiketoimintasuunnitelma ja rahoitusstrategian arviointi

Investointipyynndssa on esitetty, ettd hankkeet rahoitettaisiin osittain EU-tuella ja
jaljelle jéava osa hankkeen toteuttajien toimesta. EU-rahoitusosuuden jalkeisen in-
vestointikustannuksen hankkeen toteuttajat sisallyttavat siirtotariffeihin.

Koska kyseessa on rajasiirtokapasiteettia lisddva hanke hankkeen toteuttajat voivat
rahoittaa investointeja pullonkaulatuloilla. Hankkeen toteuttajat eivat kuitenkaan
ole huomioineet pullonkaulatuloja rahoitussuunnitelmassa niiden vaikean ennakoi-
tavuuden takia. Nain ollen pullonkaulatuloja ei ole mydskaan huomioitu investoin-
tipyynnossa esitetyissa siirtohintavaikutusten laskelmissa.
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Fingrid Oyj:n esittdman investoinnin rahoitusrakenteen mukaisesti EU-rahoituksen
jalkeinen osuus sisaltaa paaoman (20%) seka kaupallisen vieraan paagoman rahoi-
tuksen (80%).

Koska hankkeiden rahoittaminen on suunniteltu osittain tehtavan EU-tuella, ovat
hankkeen toteuttajat sisdllyttaneet tuen toteutumisen erillisena riskind hankkeiden
rahoituksella ja kehittamiselle riskitekijoéiden arvioinnissa.

Vaikutukset verkkotariffeihin

Hankkeen toteuttajat ovat esittdneet, etta hankkeiden investointiosuudet EU-rahoi-
tuksen jalkeen sisdllytetaan tariffeihin. Investointipyynndssa on esitetty hankkei-
den siirtohintavaikutukset 50 prosentin EU-rahoitusosuudella, jolloin kyseisellad ra-
hoituksen maaralla siirtohintojen korotus Suomessa olisi 2,6% - 3,2% riippuen las-
kennassa kaytetysta padaoman keskimaardisen kustannuksen (WACC) tasosta.

Suomen hinnoittelun kohtuullisuuden arvioinnissa sovellettavissa valvontamenetel-
missa verkon rakentamiseen saaduilla tuilla tai kompensaatiolla rahoitettuja kom-
ponentteja ei lasketa mukaan sahkdverkko-omaisuuden oikaistuun nykykayttoar-
voon eli niille ei saa kohtuullista tuottoa. Tuilla rahoitetut komponentit huomioidaan
kuitenkin sahkdverkko-omaisuuden oikaistussa jalleenhankinta-arvossa, kun siita
investointikannustimessa lasketaan sahkdverkko-omaisuuden oikaistuja tasapois-
toja.

Suomen valvontamenetelmien mukaisesti toiseen EU-maahan investoitu sahko-
verkko-omaisuus, joka eivat ole verkonhaltijan omistuksessa tai hallinnassa huo-
mioidaan eriytetyn taseen mukaisessa arvossaan.

Hankkeen toteuttajat ovat esittaneet EU-rahoituksen tarpeen laskelmissa, jotta
Fingrid Oyj:n rahoittamat investoinnit Ruotsissa vaikuttaisivat mahdollisimman va-
han suomalaisten verkkoasiakkaiden tariffeihin.

Energiavirasto katsoo, ettd siirtohintojen laskenta on toteutettu nykyisen regulaa-
tion asettamassa kehyksessa ja huomioi verkko-omaisuuden kasittelyn valvonta-
menetelmien mukaisesti.

Kustannusten jakaminen

Hankkeen toteuttajat ovat ehdottaneet rajat ylittdvaa kustannusten jakamista niin,
etta Fingrid Oyj vastaa Suomen ja Ruotsin valisen rajayhdysjohtohankkeeseen liit-
tyvista Suomen maaperalld tapahtuvasta investoinnista kokonaisuudessaan seka
80 prosenttia Ruotsin maaperalla tapahtuvasta investoinnista. Lisaksi Fingrid Oyj
vastaa Suomen sisdisen voimajohtohankkeen investoinnista kokonaisuudessaan.
Nain ollen Fingrid Oyj vastaa hankkeiden kokonaiskustannuksista noin 87 prosent-
tisesti.

Vaikka hankkeet jakautuvat maantieteellisesti melko tasaisesti isdntamaiden valille
ja merkittavin osuus investointikustannuksista syntyy Ruotsin puolella tehtavista
investoinneista, kohdistuu valtaosa hankkeiden hyddyistd Suomeen. N&in ollen
Energiavirasto pitda investointipyynndssa esitettya ehdotusta kustannusten jaka-
miseksi perusteltuna.
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Alueellisten ja Euroopan unionin kattavien positiivisten ulkoisvaikutusten arviointi

Ratkaisu

Energiavirasto katsoo, ettd Suomen ja Ruotsin valinen rajayhdysjohtohanke seka
Suomen sisdinen voimajohtohanke ovat valttdmattémia pienentdmaan hintaeroja
markkina-alueiden valilla seka turvaamaan Suomen toimitusvarmuutta. Hankkeet
vahvistavat siirtokapasiteettia pohjois-eteldasuuntaisesti mahdollistaen pohjoisessa
tuotetun sahkoén ylijdaman siirtamista etelaan. Lisaksi hankkeet mahdollistavat alu-
eille suunnitellun tuulivoimatuotannon kytkemista verkkoon.

Taten hankkeet tuottavat merkittavia positiivisia ulkoisvaikutuksia kilpailun tehos-
tamisen, markkinaintegraation, sahkon toimitusvarmuuden ja kestavan kehityksen
suhteen, seka edistaa eurooppalaisen energiapolitiikan tavoitteita.

Energiavirasto vahvistaa pdatdksellaan, ettda yhteista etua koskevan Suomen ja
Ruotsin valisen rajayhdysjohtohankkeen (nro 4.10.1 infrastruktuuriasetus VII liite)
Suomen osuudesta eli hankkeeseen liittyvista Suomen maaperalla tapahtuvasta in-
vestoinnista kokonaisuudessaan seka 80 prosenttia Ruotsin maaperalla tapahtu-
vasta investoinnista seka Suomen sisaisen voimajohtohankkeen (nro 4.10.2 infra-
struktuuriasetus VII liite) investoinnista kokonaisuudessaan vastaa Fingrid Oyj.

Sovelletut saannokset

Laki Energiavirastosta 1 §

Laki Euroopan unionin yhteistd etua koskevien energiahankkeiden lupamenette-
lysta 3 §

Laki sdahkd- ja maakaasumarkkinoiden valvonnasta 2, 5 ja 6 ja 36 §:t

Euroopan parlamentin ja Neuvoston astus (EU) N:o 347/2013 Euroopan unionin
laajuisten energiainfrastruktuurien suuntaviivoista ja paatéksen N:o 1364/2006/EY
kumoamisesta seka asetusten N:o 713/2009, N:o 714/2009 ja N:o 715/2009 muut-
tamisesta.

Muutoksenhaku

Liitteet

Jakelu

Tiedoksi

Muutoksenhakua koskeva ohjeistus liitteena.

Valitusosoitus
Cross-Border Cost Allocation Agreement between Energy Authority of Finland and
Swedish Energy Markets Inspectorate

Fingrid Oyj
Energia-alan saantelyviranomaisten yhteistydvirasto ACER

Ruotsin saantelyviranomainen Energimarknadsinspektionen
Svenska kraftnat
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VALITUSOSOITUS

Valitusoikeus hallintopaatoksesta

Energiaviraston antamaan hallintopaatokseen saa hakea muutosta valittamalla si-
ten kuin laissa oikeudenkaynnista hallintoasioissa (808/2019) saadetaan. Valitus-
kelpoisella hallintopaatdksella tarkoitetaan paatostd, jolla asia on ratkaistu tai ja-
tetty tutkimatta.

Hallintopaatdkseen saa hakea muutosta valittamalla se, johon paatés on kohdis-
tettu tai jonka oikeuteen, velvollisuuteen tai etuun paatds valittomasti vaikuttaa ja
se, jonka valitusoikeudesta laissa erikseen saddetaan.

Valitusviranomainen

Valitusviranomainen Energiaviraston paattékseen on markkinaoikeus.
Valituksen tekeminen ja valitusaika

Valituksen saa tehda sillé perusteella, ettd paatds on lainvastainen.

Valitus on tehtava kirjallisesti 30 paivan kuluessa paatdksen tiedoksisaannista.

Jos tiedoksianto on toimitettu tavallisena tiedoksiantona postitse kirjeelld vastaan-
ottajalle, katsotaan hanen saaneen asiasta tiedon seitsemdntena paivana kirjeen
ldhettamisesta, jollei muuta ndyteta. Mikali paatés annetaan hakijalle tiedoksi séh-
kdisend viestind, paatods katsotaan annetuksi tiedoksi kolmantena paivand viestin
lahettamisesta, jollei muuta naytetd. Jos pdatds on postitettu saantitodistusta vas-
taan, vastaanottajan katsotaan saaneen asiasta tiedon saantitodistuksen osoitta-
mana aikana. Valitusaikaa laskettaessa tiedoksiantopdivaa ei oteta lukuun.

Milloin kysymyksessa on sijaistiedoksianto, tiedoksisaannin katsotaan tapahtuneen
kolmantena paivana sijaistiedoksiantoa koskevan tiedoksiantotodistuksen osoitta-
masta padivasta. Viranomaisen tietoon asian katsotaan tulleen kirjeen saapumispai-
vana.

Kun valituksen tekemisen maaraajan viimeinen paiva on pyhapaiva, itsenaisyys-
pdiva, vapunpaiva, joulu- tai juhannusaatto tahi arkilauantai, saa valituksen toimit-
taa ensimmaisena arkipaivana sen jalkeen. Valitus on toimitettava valitusviran-
omaiselle viimeistaan valitusajan viimeisend paivana ennen valitusviranomaisen
aukioloajan paattymista.

Energiavirasto Lintulahdenkuja 2 A Puhelin 029 505 0000 Internet www.energiavirasto.fi
Energimyndigheten FI-00530 Helsinki S-posti  kirjaamo@energiavirasto.fi
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Valituksen tekemisesta saadetaan lisdksi sdhkdisesta asioinnista viranomaistoimin-
nassa annetussa laissa (13/2003). Maardaikojen laskemisesta sdaadetaan saddetty-
jen maaraaikain laskemisesta annetussa laissa (150/1930).

Valituksen sisalto
Valituksessa on ilmoitettava:

e paatds, johon haetaan muutosta (valituksen kohteena oleva padatés);

e milta kohdin paatdkseen haetaan muutosta ja mitd muutoksia siihen vaa-
ditaan tehtavaksi (vaatimukset);

e vaatimusten perustelut; seka

¢ mihin valitusoikeus perustuu, jos valituksen kohteena oleva paatés ei koh-
distu valittajaan.

Valituksessa on lisdksi ilmoitettava valittajan nimi ja yhteystiedot. Jos puhevaltaa
kayttaa valittajan laillinen edustaja tai asiamies, my6s taman yhteystiedot on il-
moitettava. Yhteystietojen muutoksesta on valituksen vireilla ollessa ilmoitettava
viipymatta tuomioistuimelle.

Valituksessa on ilmoitettava myds se postiosoite ja mahdollinen muu osoite, johon
oikeudenkayntiin liittyvat asiakirjat voidaan lahettaa (prosessiosoite). Mikali valit-
taja on ilmoittanut enemman kuin yhden prosessiosoitteen, voi tuomioistuin va-
lita, mihin ilmoitetuista osoitteista se toimittaa oikeudenké&yntiin liittyvat asiakir-
jat.

Oikaisuvaatimuksen tekija saa valittaessaan oikaisuvaatimuspaatdksestd esittaa
vaatimuksilleen uusia perusteluja. Han saa esittda uuden vaatimuksen vain, jos
se perustuu olosuhteiden muutokseen tai oikaisuvaatimuksen tekemisen maara-
ajan paattymisen jalkeen valittajan tietoon tulleeseen seikkaan.

Valituksen liitteet
Valitukseen on liitettava:

valituksen kohteena oleva paatos valitusosoituksineen;
selvitys siita, milloin valittaja on saanut paatdksen tiedoksi, tai muu selvi-
tys valitusajan alkamisen ajankohdasta; seka

e asiakirjat, joihin valittaja vetoaa vaatimuksensa tueksi, jollei niita ole jo
aikaisemmin toimitettu viranomaiselle.

e asiamiesta kaytettaessa valtakirja, sen mukaan kuin oikeudenkaynnista
hallintoasioissa annetun lain 32 §:ssa saadetaan.

Valituskirjelman toimittaminen valitusviranomaiselle

Valituskirjelma on toimitettava valitusajan kuluessa markkinaoikeuteen, jonka
osoite on:
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Markkinaoikeus
Radanrakentajantie 5
00520 HELSINKI

faksi: 029 56 43314
sdahkoposti: markkinaoikeus@oikeus.fi

Valituskirjelma voidaan toimittaa valitusviranomaiselle myds postitse.

Valituksen voi tehdd myds hallinto- ja erityistuomioistuinten asiointipalvelussa
osoitteessa https://asiointi2.oikeus.fi/hallintotuomioistuimet

Kun valituskirjelma toimitetaan hallinto- ja erityistuomioistuinten asiointipalvelun
kautta, liitteet voi toimittaa skannattuna asiointipalvelussa tai kirjeitse. Kirjeitse
toimitettaessa mainitse asiasta asiointipalvelun Viesti-kentdssa.

Valituskirjelman léhettdminen postitse tai sdhkdisesti tapahtuu ldhettdjén omalla
vastuulla.

Oikeudenkayntimaksu

Valittajalta peritadan markkinaoikeudessa oikeudenkdyntimaksu 2050 euroa. Tuo-
mioistuinmaksulaissa (1455/2015) on erikseen saadetty tapauksista, joissa mak-
sua ei perita.
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swedish Energy Markets Inspectorate

Cross-border Cost Allocation Agreement between Energy Authority of
Finland and Swedish Energy Markets Inspectorate

Pursuant to Regulation (EU) No 347/2013 of the European Parliament and the Council 17 April
2013 on guidelines for trans-European energy infrastructure and repealing Decision No
1364/2006/EC and amending Regulations (EC) No 713/2009, (EC) No 714/2009 and (EC) No
715/2009 (Regulation No 347/2013) the following National Regulatory Authorities (NRAs):

NRA Country Contact details

Address: Lintulahdenkuja 2 A, 00530 Helsinki, Finland
Finland Phone: + 358 29 5050 000
E-mail: kirjaamo @energiavirasto.fi

Energy Authority
(Energiavirasto)

Address: Libergsgatan 6, 631 03 Eskilstuna, Sweden
Sweden | Phone: +46 16 16 27 00
E-mail: registrator@ei.se

Energy Markets Inspectorate
(Energimarknadsinspektionen)

sets out the coordinated cross-border cost allocation (CBCA) decision concerning the projects
of common interest (PCIs):

e No04.10.1 (Interconnection between northern Finland and northern Sweden)
e No04.10.2 (Internal line between Keminmaa and Pyhinselki (FI))

in the Union Wide list of PCI adopted by the European Commission on 23 November 2017, as
in the Annex of Regulation (EU) No 347/2013.



INTRODUCTION

The European Union (EU) is committed to strive for integrated Union level energy market and
has set goals for Member States which support Union’s energy and climate policy. The core of
the EU’s energy policy comprehends from building energy infrastructures which will ensure
secure, energy efficient and competitive market area but at the same time also directs to increase
production and use of renewable energy and reduction of CO; emissions.

Efficiently working integrated market area requires sufficient grid transfer capacity across
Member States and the assessment of sufficient cross-border capacity needs has been addressed
for the Transmission System Operators (TSOs). In this context, cross-border capacity between
Finland and Sweden has been found to be inadequate creating price differences between
countries. In addition to price diverge, current insufficient cross-border capacity endangers
Finland’s security of supply during exceptional situations.

Interconnection between northern Finland and northern Sweden (PCI 4.10.1) aims to further
deepen market-integration by increasing cross-border capacity between Finland and Sweden
which is considered as bottleneck at the moment. Finland being energy net importer and having
large energy deficit, the project will decrease congestion between Finland and Sweden, and thus
reducing Finland’s dependency of electricity import from Russia. As the reinforcement is
needed to facilitate the power flows from Sweden and North Finland towards South Finland,
the Finland’s internal line between Keminmaa and Pyhinselkd (PCI 4.10.2) is an essential part
of increasing cross-border capacity. Furthermore, as renewable power production has increased
significantly in Norther Scandinavia the increased capacity is needed for North-South
transmission. The projects will also enable grid access for new wind power projects along the
routing, thus creating environmental benefits not only for hosting countries but for the whole
market area.

Investment request for the third interconnection Finland — Sweden

On 23 August 2017 the Finnish TSO and Swedish TSO, Fingrid Oyj and Svenska kraftnit
(project promoters), signed a preliminary agreement on the principles for implementing the new
interconnection between Finland and Sweden. The interconnection between Pyhénselkd (FI)
and Messaure (SE), PCI cluster 4.10, was named on the European Comission’s PCI list on 23
November 2017 and it is a part of Priority Corridor 4, Baltic Energy Market Interconnection
Plan (“BEMIP Electricity””). More specifically, the Project cluster includes interconnection
between northern Finland and northern Sweden (PCI 4.10.1) and internal line in Finland
between Keminmaa and Pyhénselki (4.10.2).

Acting in accordance with national legal acts of Finland and Sweden and takin note of
Recommendation of the Agency for the Cooperation of Energy Regulators no 05/2015 of 18
December 2015 on good practices for the treatment of the investment requests, including cross-
border cost allocation, for electricity and gas projects of common interest (ACER
Recommendation), on 17 September 2019, Finnish and Swedish NRAs, Energy Authority and
Energy Markets Inspectorate, received an investment request on PCI infrastructure cluster No
4.10. submitted by the project promoters. Investment request contains a study “Cross-border
capacity study between Finland and Sweden” as an appendix, conducted by the project
promoters during 2016. The project promoters submitted updates to the investment request on
4™ of November 2019 based on request of further information sent by the concerned NRAs.



The concerned NRAs have jointly assessed the investment request, taking into account ACER
Recommendation. The information received was considered satisfactory by the NRAs and the
investment request was thus considered receivable and notified to ACER.

Based on the mutual understanding that the assessed investment request is considered
satisfactory the concerned NRAs have agreed to continue the process and based on the content
in this document take national decisions in the matter.



1 INVESTMENT REQUEST

1.1 Project description

The project promoters have presented a technical description of the third interconnection
between Finland and Sweden, and the Finland’s internal line in the investment request. The
project cluster consists total of 376km 400 kV AC overhead transmission line between
Pyhénselkd (FI) and Messaure (SE). With regard to Finland, the project cluster will be
implemented in two parts. The internal section between Pyhidnselkd and Keminmaa substations
(PC1 4.10.2) will be completed first and will be followed by the section from Keminmaa to the
Swedish border, and on Messaure substation in Sweden (PCI 4.10.1). Once completed and
commissioned, the interconnection will increase cross-border capacity from Finland to Sweden
by 900 MW and from Sweden to Finland by 800 MW. The interconnection will be composed
of the following elements presented in Table 1.

Table 1. Main components of the connection

Component Technology
Extension of existing 400 kV substation in Pyhinselki One 400 kV Duplex bay
Extension of existing 400 kV substation in Messaure One 400 kV bay
New 400 kV substation in Keminmaa Four 400 kv Duplex bays
A series compensation station in Finland Fixed Series Capacitor
A series compensation station in Sweden Fixed Series Capacitor
AC - line Pyhiinselkd - Keminmaa (153km) 400 kV single circuit line
AC - line Keminmaa - border (45km) 400 kV single circuit line
AC - line border - Messaure (178km) 400 kV single circuit line

The project promoters have conducted a comprehensive study on cross-border capacity
development needs in 2016. In the study, four different connection alternatives were considered
with different technical solutions and locations. In the cross-border capacity study the different
alternatives were studied from a grid and power system perspective in order to determine
alternatives feasibility and which reinforcements would be required. The grid alternatives were
also modelled in the socio-economic welfare perspective and set against the estimated
investment costs. According to the study a new AC overhead transmission line between
Pyhinselkd and Messaure was technically best option and most beneficial in terms of
socioeconomic benefits.

A detailed technical description of the project, including description of the rationale behind the
choice of the technology, and a map of the planned project route are included in the investment
request.

1.2 Implementation plan

The project promoters have provided implementation plans of the projects with reference to the
main progress steps in the development of the project cluster. Implementation plan includes
country-specific dates for each progress steps. The following is extract of these plans:



Table 2. Implementation plan

Project stage (expected) start date (expected) end date
Under consideration 1.2016 12.2016
Planned but not yet permitted 12.2016 12.2019
F1 1.2016 12.2019
Preliminary design studies SE 9.2018 10.2020
Decision to proceed 9.2020 9.2020
Public consultation process 9.2017 12.2020
FI 2.2021 10.2021
Permit granting process SE 12.2020 12.2022
Financing 2020 2027
Cross border cost allocation 4.2019 12.2019
Exemption from third party access - -
FI 2020 2021
Final investment decision SE 2023 2024
F1 1.2020 12.2021
Detailed design SE 8.2021 12.2023
FI 4.2022 10.2023
Tendering SE 9.2023 1.2024
F1 12.2022 10.2025
Construction SE 1.2024 12.2025
Commissioning 10.2025 10.2025

The Environmental Impact Assessment (EIA) procedure for the Finland’s internal section
between Pyhinselkd and Keminmaa was finalised in January 2019 and the EIA for section
between Keminmaa and Swedish border will be finalised during 2020. For the section from the
Swedish border to Messaure, EIA is coordinated with ongoing routing and environmental
analysis which will be finalised in 2020.

The project promoters state that the decision on construction will be made after the EIA and
further planning is completed and the financing of the project has been decided on. Decision on
construction is expected to be made by the end of year 2020. The construction phase is expected
to start as soon as the permitting process is finalised, by the end of year 2022. The construction
phase of Finland’s internal section is expected to be finalised during 2024 and section between
Keminmaa and Messaure by the end of 2025. Hence, the project is expected to be commissioned
by the end of year 2025.

The Project promoters have also presented an assessment of the critical and risk factors for the
project and the risk mitigation measures adopted in relation to those factors which could have
the most negative impact.



1.3 Preliminary investment decision

The project promoters have provided information of the preliminary investment decision. The
project promoters agreed to start preparations regarding a new interconnection and a decision
by the Boards of the project promoters to proceed with design and planning was done by
Swedish TSO on 23 November 2016 and Finnish TSO on 15 December 2016.

The Boards of the project promoters will make a decision to proceed towards construction by
the end of year 2020.

1.4 Permitting process

The project promoters have provided description of the status of the projects permitting
processes, including a detailed schedule for the progress of the permit process in both hosting
countries.

In regard to Regulation (EU) No 347/2013 Article 10.1a, the PCI notification for the Finland’s
internal section between Pyhinselkd and Keminmaa was sent to the Finnish NRA on 21 March
2018 and approved in 4 May 2018. For the section between Keminmaa and Messaure, the
corresponding PCI notification was sent to Finnish NRA on 11 June 2019 and to Swedish NRA
on 13 June 2019.

1.5 Project maturity

Costs and benefits

The project promoters have provided information on the costs and benefits of the project cluster.
The expected costs and factors behind them are mainly based on the project promoters
experience from earlier comparable projects in hosting countries. The project promoters have
evaluated the risk uncertainties related to the investment costs to be in the range of +/- 10%,
stating that the risk uncertainty of the investment costs arise mainly from the availability of
contractors, the price of metals used in towers and conductors and for the costs in euros related
to the SEK/EUR exchange rate. The benetfits of the projects for the hosting countries as well as
in European level are analysed in the CBA.

The project promoters have also provided cost and benefit breakdown of the project.

Permitting

The project promoters have provided information on permitting procedures being started in
both hosting countries.

Commissioning

The project promoters have presented information on the expected date of commissioning.
According to the project promoters the project cluster’s first section, Finland’s internal
connection from Keminmaa to Pyhénselkd, is expected to be in operation by the end of year
2024. For the whole project cluster, the commissioning date is expected to be by the end of year
2025, i.e. within 72 months from the end of year 2019. According to ACERs recommendation
commissioning of the PCI project should take place within 60 months from the date of
submission of the investment request, but for justified reasons, commissioning date may deviate
from the indicative reference period. The project promoters have provided reasoning for



exceeding the indicative reference level presented by ACER. The following is an extract of this
information:

The Project cluster includes, in addition to approximately 400 km of new AC-line, also
substations and series compensation stations. Due to challenging terrain, remote locations and
occasional harsh weather, the construction of the connection is done over period of years. In
order to have a possibility to utilize the optimal constructing conditions, as well as to start
necessary tendering process in good time for ensuring needed resources, the companies are
introducing this investment request already at this time.

Also, the decision to proceed towards construction are scheduled to be made by the end of 2020
and, before that, we need to go forward with the investment request and subsequent CEF
funding request to clarify the preconditions for the investment.

1.6 TSO consultations and regional cooperation

The project promoters have presented information on TSO consultation. According to the
project promoters other TSOs in the region have been notified about the project cluster in
ENTSO-E RGBS (Regional Baltic Sea) meeting on 28 May 2019. The project promoters state
that as the project cluster mainly affects only Finland and Sweden there has not been need for
specific TSO consultations. The following is an extract of this information:

Due to the nature of electricity market, most of the European countries are seeing some impact
if transmission grid capacities are changed somewhere. However, in case of the third AC
connection, it can be noticed that, with the definitions above, the most significant impacts are
seen in Finland. Additionally, in some scenarios (other than reference scenario) Norway or
Baltic countries are occasionally seeing an impact higher than the 10 percent level, but when
considering all scenarios, as an average they are also well below the 10 percent significance
threshold level. As a conclusion, no other countries except hosting countries Finland and
Sweden need to be included in the cost allocation process.

1.7 Cost-benefit analysis (CBA)

Investment costs

The project promoters have presented investment costs related to the project cluster. Total
investment costs related to the project cluster is estimated to be 233 MEUR with uncertainty
margin of +/- 10%. The breakdown of the CAPEX by country is total of 155 MEUR occurring
form the Swedish side and total of 78 MEUR occurring from the Finnish side. According to the
description above, roughly 67% of the investment costs arise from the Swedish side and 33%
from the Finnish side. The project promoters have estimated the maintenance costs for the
interconnection to be very small, close to zero.

Even though transmission line is divided geographically quite evenly between countries, 198km
in Finland and 178km in Sweden, majority of the investment costs arise from the Swedish side
and cost per kilometre of the AC-line is significantly greater in Sweden than it is in Finland.
The Project promoters have provided information about the factors affecting the disparity in
construction costs between hosting countries. These factors are mainly due to structural and
design differences, logistic reasons, certain market and organizational issues which are
explained in more detail in the investment request.



Benefits

The project promoters have presented that the CBA is based on the Cross-border capacity study
conducted in 2016. The project promoters have presented information about the methodology,
scenario assumptions and data used in calculations. The following is an extract of this
information:

The simulation years 2025 and 2035 were selected. The reference scenario for 2025 and 2035
was constructed by combining estimates of future development by Fingrid and Svenska kraftndit,
as well as data collected in Baltic Sea Market Modelling Group and the Baltic Sea Green Vision
(BSGYV) scenario created within ENTSO-E. Three alternative scenarios (with names “Price
pressure”, “CO: focus”, and “New Technology”) for 2035 were then built by grouping
interdependent uncertainties in an attempt to capture possible future developments with
regards to fuel prices, policies and technologies.

In the market simulations 51 historical weather years ranging from 1962 to 2012 were utilised
to capture possible variation of hydro inflow, wind and temperature.

To investigate the robustness of the result a set of sensitivity analyses for nuclear capacity and
for transmission capacities within Sweden and between Nordic and other European countries
were performed. The socio-economic aspects were evaluated for all four scenarios described
while the sensitivity analyses were only simulated in the reference scenario.

The CBA analysis is performed compiling the third AC interconnector (PCI 4.10.1) and the
internal line in Finland (PCI 4.10.2) PCI’s together because these projects are closely
interlinked and their direct benefits cannot be separated.

The project promoters have presented that a number of the benefits from the projects are
identified in the CBA but some of them could not be monetised with sufficient certainty.

Cost-benefit analysis

The project promoters have presented socio-economic welfare benefit analysis related to the
projects based on market simulation with different scenarios. The benefits analysis presents
country specific estimates of benefits variation for different stakeholder groups which are
producer surplus, consumer surplus and congestion rent. Table 3 presents aggregated summary
of the monetised socio-economic welfare benefits for Finland and Sweden as well for other
European countries in different scenarios. The project promoters have provided disaggregated
country specific results and review of the benefits in the investment request.

Table 3. Socio-economic welfare [MEUR/year]

SEW Country 2025 | 2035 | PU | confecus| . NeW
pressure Technology
Finland 403 1149 44 1509 1801
Consumer g 0 sen 92| -187 17 457 -236
surplus
Europe 172 848 -7 913 1564
Producer Finland -304 -880 -22 -1245 -1408
surplus Sweden 108 229 34 538 279




Europe -44 -480 51 -484 -1065

. Finland 40 -89 9 36 114
i‘l’l‘:ge““’“ Sweden 38 92 33 110 _135
Europe -99 -269 -38 -216 -343

Total 29 99 6 212 157

The project promoters state that the simulation results from cross-border capacity study
illustrate higher SEW results in relation to ENTSO-E’s TYNDP2016 simulation results due to
differences in scenario definition, modelling specifics and inputs used. The project promoters
argue that the scenarios, modelling methodology and input data accuracy used in the cross-
border capacity study is considered to better represent the drivers for the need of new
interconnection between hosting countries, thus results being more representative than obtained
in TYNDP2016. The project promoters have presented more detailed insights of the choices
behind the modelling, assumptions and data in the cross-border capacity study.

Projects benefits have also been modelled in ENTSO-E’s TYNDP2018 reflecting more recent

view of the SEW results. Table 4 presents the aggregated SEW benefits generated from
ENTSO-E’s TYNDP2018 scenarios.

Table 4. Socio-economic welfare, ENTSO-E TYNDP2018 [MEUR/year]

202.5 Best 2030 Sus.ta}mable 2030 DlStl‘l.bllted 2030 EUCO
estimate transition generation
Min 22 122 99 26
Avg 26 125 100 35
Max 30 128 101 41

The project promoters state that despite the cross-border capacity was conducted in 2016, the
aggregated socio-economic welfare benefits are quite similar to the results generated from the
TYNDP2018 scenarios. The project promoters argue this to be a confirmation that the benefit
results from the cross-border study are still valid.

The project promoters have also presented monetised benefits for system grid losses in the
cross-border capacity study. In the methodology used by the project promoters hourly market
results were extracted from BID model and implemented in PSS/e grid model to calculate the
grid losses (MWh/year). However, the project promoters point out that method that was used
to calculate grid losses was relatively new and the results obtained should be seen as rough
approximates.

Net present value of the project

The project promoters have presented Net Present Value (NPV) calculations for different
scenarios in the cross-border study. In the NPV calculation results from market simulation
scenarios for 2025 and 2035 were interpolated between years and kept constant from 2035
onwards. In the study NPV’s were discounted to the year 2016, being the year in which the
study was conducted. In addition to investment cost, the project promoters have also taken into
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account the estimated cost of annual grid losses in the reference scenarios, as grid losses were
not calculated to all scenarios. According to the comparison of the NPV costs and NPV
revenues from the third AC interconnection have a positive NPV in all other scenarios except
in the Price Pressure scenario. The highest socio-economic welfare benefits and therefore also
highest NPV revenue is seen in the COz focus -scenario which assumes the highest RES
adoption.

Even though the NPV costs presented in the cross-border capacity study are based on the 2016
projection by the project promoters and the projects total investment cost is higher in the
investment request, it can be seen that the project is beneficial in all except one scenario
presented in the study.

In the NPV calculations for future expected costs and revenues the project promoters have used
parameter assumptions consistent with ACERs opinion on ENTSO-E’s CBA guidelines:

e for discounting the social discount rate of 4% has been applied
e cconomical lifetime of the investment is considered to be 25 years
e Residual value of the project is considered to be O

1.8 Qualitative analysis

The project promoters have presented a qualitative analysis of the benefits that could not be
monetised with sufficient certainty but are expected to realize. These benefits include system
adequacy, reserves and balancing services, environmental impact and integration of
renewables.

The project promoters have evaluated projects impact on system adequacy by estimating the
power-shortage volume with and without the interconnection. The impact of the
interconnection on system adequacy is presented in different scenarios with energy not served
(MWh/year) as an indicator. The project promoters also state that in a system perspective the
interconnection would greatly reduce the risk of Finland losing its connection to the Nordic
synchronous area in situation where one of the current lines would be taken out of operation
due to outages or maintenance. According to the project promoters third interconnection would
also reduce Finland’s dependency on import from Russia in terms of adequacy and peak
demand could be met with domestic generation and import from ENTSO-E countries in a
situation where the largest generation unit in Finland is not available.

The project promoters have assessed projects impact for trading balancing resources and reserve
energy between bidding areas presenting estimation on the change in congestion hours on the
borders between Finland and Sweden as well as internally in Sweden.

The project promoters have also presented an assessment of environmental impacts and analysis
of the integration of renewable energy sources relating to the projects. In terms of sustainability,
the projects are considered to have positive impact while decreasing the carbon emissions
through more efficient use of the production sources and increased potential for integrating
renewable energy sources.

1.9 Business plan

TSOs main income source are transmission tariffs which in turn are based on relevant countries
regulatory methods se by relevant NRA. On the Finnish side in accordance with national
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regulatory methods, TSO’s allowed return is defined by regulatory capital and weighted
average cost of capital. The reasonable allowed return TSO generates from its customers. In the
regulatory method it is determined that TSO’s regulatory asset base will not increase with the
amount of network assets funded with grants or compensations. Therefore, the EU funding is
excluded from the regulated asset base for the tariff calculation.

On the Swedish side, TSO operates under a revenue cap model monitored by the Swedish NRA.
TSO’s allowed revenue includes operational costs, depreciation and return on regulated assets.
The Swedish TSO is owned by the state and has a certain target for return on equity which is
set by the Swedish government. Tariffs are to be set at the level which fulfils this target over a
business cycle, i.e. TSO does not aim to maximize tariff revenues.

1.10 Financing strategy

The project promoters have presented that the investment to the interconnection is foreseen to
be financed partially by EU funds and the remaining part by the project promoters. The Finnish
TSO’s remaining part of the investment costs after EU funding will be covered with 20% equity
and 80% debt, with assumption of 2% cost of debt. The Swedish TSO’s part of the investment
after EU funding will be financed primarily with debt from the Swedish national debt office.

As the project cluster will increase cross-border capacity the project promoters are allowed to
finance investments also with congestion income. However, the project promoters have not
taken congestion income into account in the financing plan due to the unpredictability of the
congestion income.

1.11 Cross-border cost allocation

As accordance to the geographical breakdown the investments costs arising from the Swedish
side are 155 MEUR and costs from the Finnish side are 78 MEUR. However, as presented in
the CBA, most of the market benefits are seen in Finland. Based on the benefits results the
project promoters have proposed that Finnish TSO will cover 80% of the investment costs
accruing from the Swedish side and all the costs accruing from the Finnish side. As according
to the most recent investment cost estimate presented by the project promoters, 80% of the
investment costs from the Swedish side would correspond roughly to 124 MEUR. Therefore,
the remaining 20% of the investment costs from the Swedish side would be covered by the
Swedish TSO, corresponding to 31 MEUR.

2 ASSESSMENT OF THE INVESTMENT REQUEST

The investment request was submitted on 17 September 2019 and update on 4 November 4
2019 to all the NRAs concerned pursuant to Article 12(3) of Regulation 347/2013.

2.1 Admissibility

The concerned NRAs find that required information per Article 12(3) of Regulation 347/2013,
namely a cost-benefit analysis (CBA) and a business plan are presented and complete. The
investment request also includes a substantiated proposal for cross-border cost allocation
(CBCA) as agreed by the project promoters.

Article 12(3) of Regulation 347/2013 contains two admissibility criteria, which the project
promoters need to meet for submitting a valid investment request and which require assessment
by the NRAs: (i) a prior consultation of the TSOs from the Member States to which the project
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provides a significant net positive impact; and (ii) the project having reached sufficient
maturity.

2.2 Evidence on TSO consultations

Based on the results provided by the project promoters regarding to the CBA analysis it is clear
that majority of the benefits are seen in Finland. As the CBA analysis show impact higher than
10 percent for some countries in some scenarios, on average impact for other countries in the
region are below the 10 percent significance threshold. As the CBA analysis does not show
consistent benefits for other countries, the concerned NRAs agree that there is no need for
formal TSO consultations. The concerned NRAs understand that this approach support a timely
and less complex completion of the project, since less coordination is required.

2.3 Maturity

The concerned NRAs have considered the maturity of the project pursuant to the ACER
Recommendation, namely in terms of:

a) sufficient certainty about the costs assessed by the project-specific CBA

b) good knowledge of the factors affecting expected costs and their ranges

¢) acost uncertainty range

d) reasonable foresight of the benefits assessed by the project-specific CBA

e) reasonable knowledge of factors affecting benefits and their ranges, also with regard to
different scenarios and sensitivity analysis

f) permitting procedures having started in all hosting countries

g) commissioning to be achieved indicatively within 60 months from the date of
submission of the investment request

The concerned NRAs find that the investment request demonstrate sufficient certainty about
the costs and good knowledge of the factors affecting expected costs as well as presents a cost
uncertainty range. The project promoters have provided cost information about similar projects
and a risk assessment relating to the project’s investment costs. The project promoters have also
clarified reasons behind the construction cost differences between Finland and Sweden.

The concerned NRAs find in their assessment of the CBA that the CBA demonstrates
reasonable foresight of the benefits and that there is reasonable knowledge of factors affecting
benefits and their ranges, also with regard to different scenarios and sensitivity analyses.

The concerned NRAs find that the permitting has started in both hosting countries.

The project promoters have presented arguments justifying for the second part of the project
cluster to deviate from the indicative reference period set in the ACERs Recommendation. The
concerned NRAs find arguments reasoned by the project promoters to be justified and finds the
expected commission date by the end of year 2025 to be realistic.

Thus, the concerned NRAs conclude that the project has reached sufficient maturity for NRA
decision.

2.4 Completeness of the investment request

The concerned NRAs have assessed the completeness of the investment request while taking
particular note on the ACER Recommendation. The Agency has recommended that an
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investment request submitted by the project promoters should provide following information
and, where appropriate, supporting evidence:

a detailed technical description of the project;

a detailed implementation plan of the project;

a preliminary investment decision on the investment(s), if applicable;

a short description of the status of the project permitting process in all hosting countries;
information about the sufficient maturity of the project;

information on TSO consultations and the results of the consultations;

a project-specific CBA;

a business plan including a description of the chosen financial solution;

a substantiated proposal for cross-border cost allocation (if agreed by the project
promoters)

A SR N i o

The concerned NRAs find that the investment request is complete and include all the above-
mentioned information and, where appropriate, supporting evidence.

2.5 Assessment of CBA

The basis of concerned NRAs assessment of CBA

The concerned NRAs have assessed the CBA while taking particular note on the ACER
Recommendation. In order to be basis for proper cross-border allocation decision, the CBA
needs to be comprehensive and comprehensible, and use comparable and monetised
information on costs and benefits and other cross-border monetary flows, disaggregated per
country.

The project-specific CBA submitted by the project promoters need to comply with principles
laid down in Annex V of Regulation No 347/2013 and be consistent with the rules and
indicators set out in its Annex IV. In additions, the Agency recommends that the project-specific
CBA should comprise the following:

a) Information on input data and assumptions;

b) Details underlying cost estimations;

¢) Details underlying benefit determination;

d) Details underlaying estimations of other cross-border monetary flows;

e) Detailed calculations in spreadsheet format (for calculation of national net impacts);

f) Summary of results (disaggregated by country): benefit for each benefit category, cost
for each category, other cross-border monetary flows, national net impact identifying
the Member State as beneficiary or cost bearer; and

g) Sensitivity analysis

Projects may be considered complementary if the aggregated benefits of a joint development
of the relevant PCIs are higher than the sum of projects benefits on a stand-alone basis for each
project.

The Agency has recommended that the benefit per country for the various ENTSO-E’s TYNDP
scenarios are provided. The project promoters may also provide additional scenarios, which
they deem plausible, and the associated results.
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The Agency has recommended that at least the following categories of benefits are monetised
and separately presented:

a) Socio-economic welfare (SEW — calculated by a European market study);

b) Variation in losses (calculated by network studies);

¢) security of supply (load) (calculated by network studies);

d) Relieving national constraints (SEW variation calculated by local market studies, while
avoiding double counting effects with other SEW figures);

e) Variation in generation curtailments (SEW variation calculated by network studies,
while avoiding double counting effects with other SEW figures)

Within CBA, a standardised social discount rate, economical lifetime of the investment and
residual value of the project should be used for the calculation of discounted national net
impacts.

Assessment of CBA

The concerned NRAs find that the CBA demonstrates for the most part the above-mentioned
expectations to be considered as basis for proper cross-border allocation decision. The
concerned NRAs recognise that as the Finland’s internal line enables the increase of cross-
border capacity but does not increase the cross-border capacity alone, the benefits of the project
cluster must be evaluated as an entity.

The country-specific CBA results provided in the investment request are based on the scenarios
prepared by the project promoters in the cross-border capacity study. As the cross-border
capacity study was conducted during 2016, study’s scenarios are based on the TYNDP2016
scenarios but there are deviations in the scenario building, modelling specifics and input used.
The simulation results in the cross-border study show higher socio-economic welfare benefits
than presented in the TYNDP2016. Nevertheless, the concerned NRAs finds that the specifics
and more comprehensive dataset used in the modelling is rationalized and likely to lead to more
accurate welfare assessment. In addition, the benefits of the project cluster have been modelled
in TYNDP2018. As the aggregated results obtained from TYNDP2018 indicates notable SEW
benefits and are in the same scope as the results presented by the project promoters, the
concerned NRAs agree that the results from the cross-border capacity study are plausible.

The concerned NRAs find that the recommended standardised social discount rate, investment
lifetime and residual value is used by the project promoters in the CBA.

2.6 Assessment of the business plan and financing strategy

The aim of the project is to build and operate the third AC interconnection between Finland and
Sweden. The technical solutions and routing option were chosen as the most beneficial
according to the cross-border study carried out by the project promoters. Once completed the
interconnection will increase cross-border capacity from Finland to Sweden by 900 MW and
from Sweden to Finland by 800 MW. The increased cross-border capacity is found to increase
internal market integration and thus reducing price differentials, improving security of supply
and supporting integration of more renewable energy sources. According to the project
promoters there is an option in the future to develop the system by adding substations to connect
wind power that is planned for the region, thus further increasing renewable power generation.
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The project promoters have presented that the investment to the third AC interconnection is
foreseen to be financed partially by EU funds and the remaining part by the project promoters.
As according to the CB A majority of the benefits of the project are shown in Finland, the project
promoters have jointly proposed that Finnish TSO will finance 80% of the investment costs
occurring on the Swedish side and 100% of the cost on Finnish side, covering approximately
87% of the total investment costs of the project.

The recovering of the investment costs will take place through transmission tariffs. The
concerned NRAs agree with the project promoters that the grid investments to Swedish grid
funded by the Finnish TSO should affect as little as possible to the tariffs of the Finnish network
customers, and to diminish this effect EU funding is needed.

According to the Finnish TSO the remaining CAPEX funding after grants will be covered with
20% equity and 80% commercial debt. In addition to grant funding, the Swedish TSO’s
principal source of funding will be debt from the Swedish national debt office.

2.7 Impact on Network tariffs

The remaining share of the investment after EU funding financed by the project promoters will
be socialized in the TSO tariffs. The project promoters have presented the effects of the projects
to tariffs with assumption of 50% EU funding.

The Finnish tariff calculation is based on the reasonable return calculations set by the Finnish
NRA in the regulatory methods. Reasonable return is calculated based on regulated asset base
with use of WACC. The Finnish TSO has presented that the project will raise tariff by 2,6% —
3,2%, depending on WACC, to perpetuity with assumption of 50% of EU funding.

For the Swedish TSO to fulfil its profitability target, tariffs will need to increase to cover interest
costs and the depreciation costs related to the part of the investment costs funded by the TSO
after the EU funding. At the time of commissioning of the projects, this increase translates to a
less than 1% increase when compared to the projected level of tariff revenues stemming from
the infrastructure cost tariff.

2.8 Regional and EU-wide Positive Externalities of the Project

The concerned NRAs note that the project is essential to reduce price differences between
market areas and to Finland’s security of supply. In addition the projects will increase capacity
for North-South transmission of surplus hydro and wind power from Northern Scandinavia and
connecting new wind power planned for the region, thus increasing renewable power
generation. Also the project will reduce Finland’s dependency on electricity import from a Non-
ENTSO country.

Thus, the project generate positive externalities in terms of enhancement of competition and
market integration, security of electricity supply and sustainability, and thus contributing to the
European energy policy goals.

2.9 Cross-border cost allocation

The Project promoters have jointly proposed CBCA where the Finnish TSO will cover 80% of
the investment costs that occur in Sweden and 100% of costs occurring in Finland, thus the
Swedish TSO will cover the remaining 20% of the costs in Sweden. Therefore, Finnish TSOs
share of the total costs from the project cluster is roughly 87%.
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After reviewing and assessing the investment request, the concerned NRAs find that
justifications behind the CBCA proposal are reasonable. Even though the project is
geographically divided rather evenly between countries and majority of the investment costs
are occurring from the Swedish side, still most of the benefits are seen in Finland and it is
justified that Finnish TSO will also bear most of the investment costs. The concerned NRAs
also acknowledge the system benefits and environmental benefits relating to the project which
are benefitting both countries but could not be monetised with sufficient certainty.

The concerned NRAs support the project promoters proposal on the CBCA.

This cross-border cost allocation agreement is addressed to the following project promoters:

Promoter Country Contact details

Fingrid Oyj Finland Address: P.O. Box 530, FI-00101 Helsinki, Finland
Phone: +358 30 395 5000
E-mail: kirjaamo @fingrid.fi

Svenska kraftnit Sweden Address: P.O. Box 1200, SE-172 24 Sundbyberg,
Sweden

Phone: +46 10 475 8000

E-mail: registrator @svk.se

Simo Nurmi Anne Vadasz Nilsson
Director General Director General
Energy Authority Energy Markets Inspectorate



