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DISCLAIMER

This document is released on behalf of the Greece Italy transmission system operators (“TSOs”) only for
the purposes of the public consultation on the proposal for a methodology for a market-based allocation
process of cross zonal capacity for the exchange of balancing capacity or sharing of reserves (“MB CZCA”)
in accordance with Article 41 of Commission Regulation (EU) 2017/2195 establishing a guideline on
electricity balancing. This version of the MB CZCA does not in any case represent a firm, binding or
definitive Greece Italy TSOs’ position on the content.
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Greece Italy Transmission System Operators taking into accthenfollowing:
Whereas

1. This document is the methodology by Greece Italy Transmission System Operators (hereafter referred
to as TSOs’) of the Greece | taly Capacity Calculation Region (hereafter referredsdGreece I taly”).
The document provides a methodology for a markeethallocation process of cross zonal capacity for
the exchange of balancing capacity or sharing eemees (hereafter referred to agiB CZCA
proposal”) in accordance with Article 41 of Commission R&gion (EU) 2017/2195 establishing a
guideline on electricity balancing (hereafter reddrto as EBGL").

2. The MB CZCA proposal takes into account the genpraiciples and goals set in the EBGL, the
Regulation (EC) 2017/1485 establishing a guidelome electricity transmission system operation
(hereafter referred to as th&OGL"), Commission Regulation (EU) 2015/1222 of 24 J@§15
establishing a guideline on capacity allocation endgestion management (hereafter referred toeas th
“CACM") as well as Regulation (EC) No 714/2009 of thedpean Parliament of the Council of 13 July
2009 on conditions for access to the network fosstborder exchanges in electricity (hereafterrete
to as the Electricity Regulation”) as well as Regulation (EC) No 543/2013 of 14 eJl#913 on
submission and publication of data in electricitgrkets and amending Annex | to Regulation (EC) No
714/2009 of the European Parliament and of the €ib{mereafter referred to as th&ransparency
Regulation”).

3. The MB CZCA proposal takes into account the geriatiples, goals and other methodologies set out
in the EBGL. The goal of the EBGL is the integratiof balancing markets while contributing to
operational security. To facilitate this goal, vehdontributing to operational security, it is neszey to
integrate balancing markets and promoting the poiiss for exchanges of balancing services while
contributing to operational security.

4. Article 41 of the EBGL constitutes the legal bdsisthis proposal:

“1. By two years after entry into force of thisdilation, all TSOs of a capacity calculation raginay
develop a proposal for a methodology for a marketdal allocation process of cross-zonal capacity for
the exchange of balancing capacity or sharing eérees. This methodology shall apply for the exghan
of balancing capacity or sharing of reserves wittoatracting period of not more than one day anérgh
the contracting is done not more than one weekliraace of the provision of the balancing capaditye
methodology shall include:

(@) the notification process for the use of the mabated allocation process;

(b) a detailed description of how to determine the aktoarket value of crosgenal capacity for tt
exchange of balancing capacity or sharing of ressenand the forecasted market value of cross
zonal capacity for the exchange of energy, angjfiaable the actual market value of cragma
capacity for exchanges of energy and the forecastadket value of crosgenal capacity for tf
exchange of balancing capacity or sharing of reserv

(c) a detailed description of the pricing method, thienfiess regime and the sharing of conge:
income for the crosgenal capacity that has been allocated to bidsierexchange of balanci
capacity or sharing of reserves via the market-bas@ocation process;
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(d) the process to define the maximum volume of akolcatosszonal capacity for the exchange
balancing capacity or sharing of reserves pursuarparagraph 2.

2. Cross-zonal capacity allocated on a marketedagrocess shall be limited to 10 % of the avadabl
capacity for the exchange of energy of the previelevant calendar year between the respectiveihgid
zones or, in case of new interconnectors, 10 %heftotal installed technical capacity of those new
interconnectors.

This volume limitation may not apply where the caciing is done not more than two days in advarfce o
the provision of the balancing capacity or for biulgizone borders connected through DC interconnscto
until the co-optimized allocation process is harfized at Union level pursuant to Article 38(3).

3. This methodology shall be based on a compa$ahe actual market value of cross-zonal capacit
for the exchange of balancing capacity or sharifigeserves and the forecasted market value of eross
zonal capacity for the exchange of energy, or @momparison of the forecasted market value of cross-
zonal capacity for the exchange of balancing cayami sharing of reserves, and the actual markéiea

of cross-zonal capacity for the exchange of energy.

4. The pricing method, the firmness regime arel gharing of congestion income for cross-zonal
capacity that has been allocated for the excharfgeatancing capacity or sharing of reserves via the
market-based process shall ensure equal treatmdit tive cross-zonal capacity allocated for the
exchange of energy.

5. Cross-zonal capacity allocated for the exclmafjbalancing capacity or sharing of reservesthia
market-based allocation process shall be used famlthe exchange of balancing capacity or sharifg o
reserves and associated exchange of balancing grierg

5. The MB CZCA proposal generally contributes to acimg the objectives stated in Article 3 of the EBGL
In particular, this MB CZCA proposal serves thédwaing objectives of the EBGL:

(a) The MB CZCA proposal answers the requirements seincArticle 41 of the EBGL,;

(b) The MB CZCA proposal serves the objective of fastpeffective competition, non-discrimination
and transparency in balancing markets as statektiole 3(1)(a) of the EBGL by defining the
principles necessary for establishing a balancaqacity cooperation, using the market-based and
the inverted market-based allocation process, amdth notify it as described in articles 3 and 4 of
this MB CZCA proposal;

(c) The MB CZCA proposal facilitates the objective fioe integration of the balancing markets and for
promoting the possibilities for the exchanges dabeing services while using market-based and
inverted market-based mechanisms and contributingpierational security as stated in Article
3(1)(c) and Article 3(2)(d) of the EBGL by meansdeffining the rules for the procurement of the
balancing capacity, through the allocation of crossal capacity for the balancing capacity market,
together with and at the same time as the allatatiacross zonal capacity of the day ahead energy
market, as detailed in articles 5, 6, 7, and $sfMB CZCA proposal,

(d) The MB CZCA proposal ensures that the developmetiteoday-ahead market is not compromised
in accordance with Article 3(2)(e) of the EBGL aisispecified in articles 5 and 13 of this MB CZCA
proposal, the CZC allocated to the exchange ofnlsalg capacity or sharing of reserves that is not
used, shall be released for the exchange of balgmciergy processes with shorter timeframes;

ENTSO-E aisBL » Avenue de Cortenbergh 100 « 1000 Brussels ¢ Belgium « Tel + 32 2 741 09 50 « Fax + 32 2 741 09 51 « info@entsoe.eu « www. entsoe.eu



Proposal for a Methodology for a market-based atioo process of cross zonal e n t S O@

capacity for the exchange of balancing capacitshairing of reserves in
accordance with Article 41 of the Commission Retjota(EU) 2017/2195 of 23
November 201'establishing a guideline on electricity balan

(e) The MB CZCA proposal ensures that the procuremértatancing services is done in a fair,
objective, transparent way and uses the marketdbasehanisms as stated in Article 3(1)(e) of the
EBGL. This MB CZCA proposal states in articles 9, 11, 12 and in articles 13 and 14 how the
market value and volume as well as the offeredmekiand prices are determined;

() The MB CZCA proposal aims at respecting the resipditg assigned to the relevant TSOs in order
to ensure system security, including as requireddtjonal legislation in accordance with Article
3(2)(f) of the EBGL by establishing the maximumibations to be applied by the balancing capacity
cooperation as is defined in articles 8 of this MBCA proposal;

(g) The MB CZCA proposal takes into consideration agreeropean standards in accordance with
Article 3(2)(h) this methodology based on the sndhy-ahead market time unit defined within the
CACM Regulation and uses the optimization resotufimm the MCO function, as specified in
articles 3, 6, 7, and 9-13 of this MB CZCA propgsal

(h) In conclusion, the MB CZCA proposal meets the dibjes of the EBGL.

———— e ——
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Abbreviations

The list of abbreviations used in this MB CZCA posgl is the following:

— aFRR: frequency restoration reserve with autonatitvation
— BSP: balancing service provider

— CACM: Commission Regulation (EU) 1222/2015 estdidhig a guideline on capacity allocation
and congestion management

— CET: Central European Time

— CMOL: common merit order list

— CZC: cross zonal capacity

— CZCA: cross zonal capacity allocation
— DC: direct current

— EBGL: guideline on electricity balancing
— ENTSO-E: European Network of Transmission Systerar@ors for Electricity
— FRR: frequency restoration reserve

— GCT: gate close time

— MB: market-based

— MCO: market coupling operator

— MTU: market time unit

— NRA: national regulatory authority

— RR: replacement reserve

— SDAC: single day-ahead coupling

— SOGL: guideline on system operation

— TSO: transmission system operator within Greedg Ita

SUBMIT THE FOLLOWING MB CZCA PROPOSAL TO GREECE ITALY REGULATORY
AUTHORITIES:

———— e ——
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Articlel Subject matter and scope

1. The Greece Italy TSOs lay down in this MB CZCAroposal a methodology to allocate cross zonal
capacity for the exchange of balancing capacityharing of reserves, which is based on the achdil a
forecasted market values of cross zonal capacityhi® exchange of energy and for the exchange of
balancing capacity or sharing of reserves.

2. The scope of the MB CZCA proposal does not exteriti¢ assignment of roles and responsibilities to
specific parties. Also, the governance framewornkdpecific roles or responsibilities and TSO-TSO
settlement rules are out of scope of the MB CZCdppsal.

3. The implementation of the allocation of CZC apptyithe market-based methodology is a voluntary
initiative by two or more TSOs or at the requesthdir relevant regulatory authorities in accordanc
with Article 38(1) of the EBGL and Article 37 of Eictive 2009/72/EC and is therefore not mandatory.

4. The implementation of the allocation of CZC apptyithe inverted market-based methodology is a
voluntary initiative by two or more TSOs or at thexjuest of their relevant regulatory authorities in
accordance with Article 38(1) of the EBGL and Ali@7 of Directive 2009/72/EC and is therefore not
mandatory.

5. The implementation of the allocation of CZC applyithe market-based methodology or the inverted
market-based methodology by two or more TSOs dimlsubject of TSO notification pursuant to
Article 150 of the SOGL.

6. The proposal for the implementation of the allamatf CZC applying the market-based methodology
or the inverted market-based methodology shalutelthe bidding zone borders, the market timeframe,
the duration of application and the detailed desiom of a methodology to be applied.

7. All TSOs within a balancing capacity cooperatiorplementing the MB CZCA proposal shall establish
common and harmonized rules and processes forxtifeege and procurement of balancing capacity
pursuant to Article 33 of the EBGL, and respectimgrequirements set out in Article 32 of the EBGL.

8. According to Article 38(4) of the EBGL, CZC alloedtfor the exchange of balancing capacity or sbarin
of reserves shall be used exclusively for the pcoddnere it was reserved for, being aFRR, mFRR, or
RR. The reliability margin calculated pursuant tA@M shall be used for operating and exchanging
frequency containment reserves, except on Directe@ti (‘DC’) interconnectors for which CZC for
operating and exchanging frequency containmentrwvesemay also be allocated in accordance with
Article 38(1) of the EBGL.

9. The proposal for a list of standard products fdabeing capacity for FRR and RR pursuant to Article
25(2) of the EBGL is out of the scope for this ME@A proposal and will be treated in a separate
document.

Article2 Definitions

1. For the purposes of this MB CZCA proposal, the tersed shall have the meaning given to them in
Article 2 of the Electricity Regulation, Articled the Transparency Regulation, Article 2 of the@W
Article 3 of the SOGL and Article 2 of the EBGL.

2. The following definitions shall also apply:
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(a) ‘Cross-zonal capacity allocation optimization fuant means the role to operate the algorithm
applied for the allocation of CZC for the exchamfdalancing capacity or sharing of reserves
within the balancing capacity cooperation in whitglancing capacity is exchanged or reserves
are shared.

(b) ‘Capacity procurement optimization function’ medhs role to operate the algorithm applied
for the optimization of the procurement of balagcicapacity within balancing capacity
cooperation in which balancing capacity is exchange

(c) ‘Balancing capacity cooperation’ means two or mb&®s that apply the exchange of balancing
capacity or sharing of reserves in a geographiea divided into two or more bidding zones.

(d) ‘Sharing of reserves’ means a mechanism in whictertian one TSO takes the same balancing
capacity, being FRR or RR, into account to fulfigir respective reserve requirements resulting
from their reserve dimensioning processes.

(e) ‘Market-based method’: methodology to allocate G@Cthe exchange of balancing capacity or
sharing of reserves that is based on a comparidiheoactual market value of cross zonal
capacity for the exchange of balancing capacitsharing of reserves and the forecasted market
value of cross zonal capacity for the exchangenefr@y (market-based approach), or on a
comparison of the forecasted market value of czogal capacity for the exchange of balancing
capacity or sharing of reserves, and the actuakebaralue of cross zonal capacity for the
exchange of energy (inverted market-based approach)

(H ‘Allocation of cross zonal capacity’ means CZC tlsaallocated for the exchange of balancing
capacity or sharing of reserves and thus withdritam the day-ahead market.

(9) ‘Use of cross zonal capacity’ means allocated CZ€dufor the exchange of balancing capacity
or sharing of reserves, either for the exchangeatdncing capacity in terms of dimensioning
and compliance or for physical use of CZC for tbeual transfer of balancing energy.

(h) ‘Release of cross zonal capacity’ means CZC alutédr the exchange of balancing capacity
or sharing of reserves that is no longer neededsamiieased as soon as possible and returned in
the subsequent capacity allocation timeframes.

() ‘Market value of cross zonal capacity for the exaf®of energy in SDAC’ means the change in
the economic surplus of the SDAC (the sum of thedpcer surplus, consumer surplus and
congestion income) resulting from the incrementadréase of the CZC allocated for the
exchange of energy.

3. ‘Market value of cross zonal capacity for the exuy® of balancing capacity or sharing of reserves’
means the change in the economic surplus of tlebialg capacity market (the sum of consumer surplus
and if applicable producer surplus and congestoome) resulting from the incremental increasdef t
CZC allocated for the exchange of balancing capacisharing of reserves.

4. Inthis MB CZCA proposal, unless the context regsiiotherwise:
(@ the singular indicates the plural and vice versa,

(b) the table of contents and headings are inserteadtdovenience only and do not affect the
interpretation of this MB CZCA proposal;
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(c) any reference to legislation, regulations, direivorders, instruments, codes or any other
enactment shall include any modification, extengiore-enactment of it when in force;

(d) any reference to an Article without an indicatidritee document shall mean a reference to this
MB CZCA proposal.

Article3 Principlesof balancing capacity cooperation

1. Each balancing capacity cooperation within CCR Gee#aly implementing this MB CZCA proposal
shall use standard balancing capacity productpaotgo Article 25(2) of the EBGL.

2. Each balancing capacity cooperation within CCR Gedéaly implementing this MB CZCA proposal
shall use separate standard upward and downwaaddiad) capacity products pursuant to Article 32(3)
of the EBGL.

3. For each balancing capacity cooperation within G&fRece ltaly, the relevant regulatory authorities
could approve an exemption to separate procuremienpward and downward balancing capacity
pursuant to Article 5(4)(f) of the EBGL.

4. If an exemption is approved according to Articld)3{f this MB CZCA proposal, the CZCA optimization
function will still allocate CZC for the exchangé lmalancing capacity or sharing of reserves fotheac
direction (upward for downward bids) separately.

5. In case of a TSO applying central dispatching matthel TSO-BSP pricing rules of standard balancing
capacity products procured within balancing cagamitoperation are defined by the TSO in the terms
and conditions related to BSPs and shall includeersion rules of integrated scheduling process bid
into standard balancing capacity products defingdymant to Article 27 of the EBGL.

6. For each balancing capacity cooperation within CGRece Italy implementing this MB CZCA
proposal, the minimum contracting period of stadd@lancing capacity bids shall be a multiple &f th
day-ahead MTU and have a maximum contracting pexicl hours.

7. For each balancing capacity cooperation within CGRece Italy implementing this MB CZCA
proposal, the minimum validity period of standaadamcing capacity bids shall be equal or a multifle
the day-ahead MTU and have a maximum validity peab24 hours.

8. For each balancing capacity cooperation within CGRece Italy implementing this MB CZCA
proposal, the TSO-BSP pricing rules shall be:

(@) defined in terms and condition related to balansiexyice providers pursuant to Article 18
of the EBGL,

(b) pursuant to Article 32(2) of the EBGL,
(¢) harmonized within each balancing capacity coopamati

9. The CZC allocated for the exchange of balancingcigy or sharing of reserves that has not been used
for the associated exchange of balancing ener@yl, Ist released for the exchange of balancing gnerg
with shorter activation times or for operating thalance netting process pursuant to Article 38.9
the EBGL. Released CZC may be used by all TSOstware using respective balancing platforms
exchanging balancing energy with shorter activatiimes or operating imbalance netting.

\___M
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10. In case the inverted market-based process is oepknd the allocated CZC is not needed it shall be
returned for the exchange of energy in the follanémergy markets if any (e.g. XBID).

11. All Greece Italy TSOs shall strive to establishyoohe balancing capacity cooperation for excharige o
balancing capacity or sharing of reserves respalgtior FRR or RR.

12. Two or more TSOs may establish a balancing capaotyperation if they directly share a bidding zone
border or indirectly share a bidding border throaghSO which is also a member of the balancing
capacity cooperation.

13. Each balancing capacity cooperation shall includdbdck procedures in the implementation
methodology of the balancing capacity cooperat@mmmonly agreed by all TSOs of the balancing
capacity cooperation.

Article4 Notification processfor the use of the market-based allocation process

1. Each balancing capacity cooperation within CCR Gedéaly implementing this MB CZCA proposal
shall inform all European TSOs through an annouregron the ENTSO-E website. This information
will include a detailed description of the balarctapacity cooperation specifications: the biddiage
borders, the market timeframe, the duration ofiappbn or the allocation of CZC and time for eingr
into operation.

2. Each balancing capacity cooperation within CCR Gaelgaly implementing this MB CZCA proposal
shall inform the relevant NRAs of the applied fasitechnique to determine the forecasted markee va
of CZC for the exchange of energy or the forecastatket value of CZC for the exchange of balancing
capacity or sharing of reserves.

3. Each balancing capacity cooperation within CCR Geedéaly implementing this MB CZCA proposal
shall share the applied CZCA optimization functigith all CCR Greece Italy TSOs for transparency
purposes.

Article5 Process of market-based allocation

1. The market-based allocation process pursuant iolé&r1l of the EBGL consist of two CZC allocation
approaches. These two differ based on the timinthefbalancing capacity procurement. Either it is
organized before the SDAC which is named markeethagpproach, or the balancing capacity
procurement is performed after SDAC but before SIBx@ is named the inverted market-based
approach.

2. The market-based approach is a market-based @lngatthodology to allocate CZC for the exchange
of balancing capacity or sharing of reserves thdaised on a comparison of the actual market vdlue
cross zonal capacity for the exchange of balancagacity or sharing of reserves and the forecasted
market value of cross zonal capacity for the exgbasf energy. The CZCA optimization is performed
during the procurement of balancing capacity bius lzefore the SDAC.

3. The articles 6, 9 and 11 in this MB CZCA proposal @quirements only for the market-based approach.

4. The inverted-market based approach is a markedbakeation methodology to allocate CZC for the
exchange of balancing capacity or sharing of resethat is based on a comparison of the forecasted
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market value of cross zonal capacity for the exgbanf balancing capacity or sharing of reserved, an
the actual market value of cross zonal capacitytferexchange of energy. The CZCA optimization
function is performed during the SDAC and befor phocurement process of balancing capacity.

5. The articles 7, 10 and 12 in this MB CZCA propasa requirements only for the inverted market-based
approach.

Article6 Timeframe of market-based approach

1. The market-based allocation process to allocate €#£CGhe exchange of balancing capacity and/or
sharing of reserves shall include the following sEoutive timings for each balancing capacity
cooperation within Greece Italy implementing thi8 \@ZCA:

a. The TSO-BSP GCT of standard upward balancing cgphitls and of standard downward
balancing capacity bids shall be the same withchdzlancing capacity cooperation (per
standard product and per direction) and shall fgardzed in between week-ahead and
before sending the final results of the capacitgwation for cross zonal capacity of the
SDAC to NEMO.

b. BSPs shall be notified about their selected stahdgward balancing capacity bids or
downward balancing capacity bids at the same poitime within each balancing capacity
cooperation. The notification shall be done befwbsequent TSO-BSP GCTs within the
balancing capacity cooperation within CCR Greealy iimplementing this MB CZCA, and
at the latest one hour before the GCT of the SDAC.

c. Notification to all market participants of allocdt€€ZC for the exchange of balancing
capacity and/or sharing of reserves shall be dohleeasame point in time as described in
paragraph b.

2. The market-based allocation process to allocate @#Qhe exchange of balancing capacity or
sharing of reserves shall include the followingpste

a. BSPs submit the standard upward and standard downbaancing capacity bids to
nominated balancing capacity market operator.

TSOs of the balancing capacity cooperation shafopm the CZCA optimization function
after the TSO-BSP GCT of standard balancing capéaais and determine the allocation of
CZC for the exchange of balancing capacity or sigaof reserves .

b. TSOs of the balancing capacity cooperation shatérdeéne the allocated CZC for the
exchange of balancing capacity or sharing of reseper product and per direction.

c. The TSOs of the balancing capacity cooperationl ssthblish the CMOL of balancing
capacity bids using the procurement optimizatiorcfion, respecting the allocated CZC for
the exchange of balancing capacity or sharing sémas. The procurement optimization
function minimizes the overall balancing capacityoqurement costs pursuant to
Article 58(3) of the EBGL.

d. TSOs of the balancing capacity cooperation shatkrtiee allocated cross zonal capacity for
the exchange of balancing capacity or sharing £émees as already allocated CZC for the
CZC calculation process.
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Article7 Timeframe of inverted market-based approach

1. The inverted market-based allocation process tzwatle CZC for the exchange of balancing capacity or
sharing of reserves shall include the followingsmEgutive timings:

a.

The GCT time for TSOs of the balancing capacitypssation to send the forecasted results of
the supply and demand orders per bidding zone béwdéhe exchange of balancing capacity or
sharing of reserves to the MCO equals the GCTettibmission of supply and demand orders
for the exchange of energy by NEMOs.

The TSO-BSP GCT of standard upward balancing cgpadis and of standard downward
balancing capacity bids shall be equal within abeihg capacity cooperation and is organized
after the SDAC process and before the GOT of tBeCSI

The MCO shall send the allocated CZC for the exghaof balancing capacity or sharing of
reserves to the TSOs of the balancing capacity eratipn before natification of selected bids
for the exchange of energy from the SDAC.

Notification to the BSPs of available CZC for thecleange of balancing capacity or sharing of
reserves shall be equal to the notification of ekt bids for the exchange of energy from the
SDAC.

Notification to the BSPs of selected upward balagdaapacity bids or downward balancing
capacity bids by TSOs shall be done before the GfQfie SIDC.

2. The market-based allocation process to allocate €#£@he exchange of balancing capacity and for
sharing of reserves shall include the followingpste

a.
b.

The TSOs shall forecast upward balancing capadity & downward balancing capacity bids.

The TSOs shall convert the forecasted upward balgncapacity bids or the forecasted
downward balancing capacity bids into supply anchaled orders per bidding zone border for
the exchange of balancing capacity or sharing sgmees.

The TSOs shall send the supply and demand ordetsduing zone border for the exchange of
balancing capacity or sharing of reserves to theOM@ the SDAC.

. The MCO runs the SDAC and shall perform the CZCAroization function.

The MCO shall determine the allocated CZC for thehange of balancing capacity or sharing
of reserves.

The MCO shall send the allocated CZC values foettedhange of balancing capacity or sharing
of reserves to the TSOs of the balancing capaoiyeration.

The BSPs submit the standard upward and standavdvaard balancing capacity bids to their
connecting TSO.

The TSOs of the balancing capacity cooperatiorbéstathe CMOL of balancing capacity bids
using the procurement optimization function, resipgcthe allocated CZC for the exchange of
balancing capacity or sharing of reserves. Theygent optimization function minimizes the
overall balancing capacity procurement costs puntsieeArticle 58(3) of the EBGL.
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Article8 Processto definethe maximum volume of allocated cross zonal capacity
for the exchange of balancing capacity or sharing of reserves

1. The process to define the maximum volume of allet@ZC for the exchange of balancing capacity
and/ or sharing of reserves shall comply with Aeti4¢1(2) of EBGL). The maximum volume (upper
limit) of CZC allocated for the exchange of balamccapacity or sharing of reserves with the market-
based allocation process shall be limited to 10f hevavailable capacity for the exchange of energy
of the previous relevant calendar year betweenréspective bidding zones or, in case of new
interconnectors, 10 % of the total installed techhtapacity of those new interconnectors.

2. The 10 % of available capacity for the exchangengirgy of the previous calendar year between the
respective bidding zones means the maximum capatigiocated capacity for the exchange of
energy resulted from the final capacity calculagioocess D-1.

3. New interconnectors are those interconnectorsabat operational for the exchange of energy after
18.12.2019. 10 % of the installed capacity mean$£616f the active power capacity of the
interconnector capable to be transferred continlyowuthin the designed safe security margins of
the interconnector.

4. The volume limitation of Article 41(2) of the EBGhay not apply where the contracting is done not
more than two days in advance of the provisiomeftialancing capacity or for bidding zone borders
connected through DC interconnectors until theamitmized allocation process is harmonized at
Union level pursuant to Article 38(3) of the EBGL.

5. According Article 39(6) of the EBGL, where the cauting is done not more than two days in
advance of the provision of the balancing capac#levant regulatory authorities may set a limit
other than that specified in Article 41(2) of thB&L..

6. The maximum volume of allocated CZC for the excleamigoalancing capacity or sharing of reserves
shall respect the rules for exchange of FRR andMRRin a synchronous area in accordance with
Articles 167, 168, 169 and 170 of the SOGL.

7. Greece Italy TSOs and NRAs of each balancing capacity coomerathay commonly apply
additional limits for the maximum volume of alloedtCZC for the exchange of balancing capacity
or sharing of reserves within their own balanciagacity cooperation.

Article9 Determination of the forecasted market value of cross zonal capacity for
the exchange of energy for the market-based approach

1. When calculating the forecasted market value of GZQlay-ahead market timeframe it shall be
calculated in accordance with Methodology pursuarrticle 37(5) of the CACM based on the total
welfare surplus of the SDAC consisting of consusweplus, producer surplus and congestion income

2. The forecasted market value of CZC for the excharigmergy between bidding zones shall be defined
per MTU and shall be calculated in accordance witicle 39(5) of the EBGL.
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3. The forecasted market value of CZC for the excharigmnergy between bidding zones shall be based
on submitted SDAC bids of selected reference dayii) the option to include adjustment factors to
improve the forecast of the market value.

4. The TSOs shall monitor the efficiency of the forsitay methodology, including a comparison of the
forecasted and actual market values of the CZ@®energy and take appropriate actions, whereageed

Article 10 Deter mination of the actual market value of cross zonal capacity for the
exchange of energy for inverted market-based approach

1. The actual market value of CZC for the exchangerargy between all bidding zones shall be
defined per MTU and shall be calculated based erattiual bids for the exchange of energy.

2. The actual market value of CZC for the exchangenefrgy between all bidding zones of the SDAC
shall be calculated in accordance with Methodolpgssuant to Article 37(5) of the CACM based
on the total welfare surplus of the SDAC consistiithe sum of producer surplus, consumer surplus,
and congestion income.

Article 11 Deter mination of the actual market value of cross zonal capacity for the
exchange of balancing capacity or sharing of reservesfor the market-based
approach

1. The actual market value of CZC for the exchangédalincing capacity or sharing of reserves
between all bidding zones of the balancing capamtyperation shall be calculated per BTU and
based on the upward balancing capacity bids or danah balancing capacity bids submitted and
accepted by the capacity procurement optimizatimetion pursuant to Article 33(3) of the EBGL.

2. The actual market value of CZC for the exchangdalfncing capacity or sharing of reserves
between the bidding zones of the balancing capacioperation shall be calculated as the total
welfare surplus of the balancing capacity coopernationsisting of the sum of buyer surplus (TSOs
as buyers), and where applicable of the total stiselber surplus (BSP as seller) and congestion
income. The welfare surplus approach is indepenatetite pricing method for balancing capacity
bids.

3. In addition, the TSOs of the balancing capacityperation may decide to take into account the
expected value of CZC allocated for the exchangbatdéncing capacity or sharing of reserves
regarding the cross-border activation of balan@ngrgy. If TSOs decide to use this option, they
shall do so in a transparent way and regularly moiitis efficiency.

Article 12 Deter mination of the forecasted market value of cross zonal capacity for
the exchange of balancing capacity or sharing of reservesfor inverted market-
based approach

1. The forecasted market value of CZC for the exchawigbalancing capacity or sharing of reserves
between bidding zones shall be defined per BT Usdnadl be calculated in accordance with Article 39(5
of the EBGL.
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2. The forecasted market value of CZC for the exchasfgbalancing capacity or sharing of reserves
between bidding zones shall be based on standawdrdpbalancing capacity bids and of standard
downward balancing capacity bids of selected refereday(s) with the option to include adjustment
factors to improve the forecast of the market value

3. The TSOs shall monitor the efficiency of the forgto®y methodology, including a comparison of the
forecasted and actual market values of the CZ@hfobalancing capacity or sharing of reserves akel t
appropriate actions, where needed.

4. In addition, the TSOs of the balancing capacitypssation may decide to take into account the expect
value of CZC allocated for the exchange of balagciapacity or sharing of reserves regarding thesero
border activation of balancing energy. If TSOs dedb use this option, they shall do so in a trarespt
way and regularly monitor its efficiency.

Article 13 Determination of the allocated volume of cross zonal capacity for the
exchange of balancing capacity or sharing of reserves

1. For the market-based approach, the allocation o @2 the exchange of balancing capacity or
sharing of reserves is determined simultaneoudlly thie selection of standard balancing capacity
bids by the procurement optimization function.

2. Fortheinverted market-based approach, the alwtaf CZC for the exchange of balancing capacity
or sharing of reserves is determined simultaneowsly the selection of bids for the exchange of
energy by the optimization function of SDAC.

3. The objective for the allocation of CZC between SDénd the exchange of balancing capacity or
sharing of reserves shall be the maximization ef tital economic surplus for the sum of the
exchange of energy and the exchange of balanciarig or sharing of reserves per business day.

4. The optimization resolution for the allocation oEZC for the exchange of balancing capacity or
sharing of reserves equals the optimization remoiubf the optimization function of the SDAC.
Standard upward balancing capacity bids and dowshalancing capacity bids with a granularity
larger than the MTU are considered as block bideénoptimization.

5. Each marginal volume of CZC shall be allocatedh® ¢éxchange of energy in case the marginal
economic surplus of CZC for the exchange of balancapacity or sharing of reserves is lower or
equal to the marginal economic surplus of CZC lieréxchange of energy.

6. Netting of CZC allocated to the exchange of balagciapacity or sharing of reserves is not possible
between:

(@) standard upward and downward balancing capacity bid
(b) standard balancing capacity bids of different beitagn products;
(c) standard balancing capacity bids and exchangeavfgmids.

7. Greece ltaly TSOs andsreece Italy NRAs of each balancing capacity cooperation magraonly
apply additional thresholds and/or margins to redQZC allocation for the exchange of balancing
capacity or sharing of reserves between biddinggzon
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Article 14 Pricing of cross zonal capacity

1. Each balancing capacity cooperation allocating G@cCthe exchange of balancing capacity or
sharing of reserves applying the market-based rdethgy shall calculate the CZC price for the
volume of CZC that is allocated for the exchangbal&ncing capacity or sharing of reserves.

2. The CZC price for the exchange of balancing capawitsharing of reserves applying the market-
based methodology shall be 0 EUR/MW within an umgested area, resulting from the CZC
allocation function of the SDAC.

3. The CZC price resulting from the allocation of Ci&€the exchange of balancing capacity or sharing
of reserves applying the market-based methodolagy pay-as-cleared for the TSO-BSP pricing
shall correspond for each direction to the diffeeetween the marginal prices of the standard
product balancing capacity in each direction orheside of the border. If the procured balancing
capacity is not settled based on cross border margricing, the price of CZC shall be based on the
difference between the highest bid price of theeptadd balancing capacity bids in each direction in
each bidding zone.

Article 15 Firmnessregime of cross zonal capacity

1. The allocated CZC for the exchange of balancingciy or sharing of reserves shall be firm after
the selection of standard upward balancing capaiity or standard downward balancing capacity
bids by the capacity procurement optimization fiorcpursuant to Article 33(3) of the EBGL. The
details for the costs of ensuring firmness in adsairtailment of firm CZC will be defined once two
or more TSOs of the Greece Italy Capacity CalooafRegion will establish a balancing capacity
cooperation.

2. According to Article 38(9) of the EBGL, when CZQaated for the exchange of balancing capacity
or sharing of reserves has not been used for $eimted exchange of balancing energy, it shall
proceed pursuant to article 3(9) or 3(10) of thid8 RIZCA proposal.

3. The transmission constraints subject to articlefliBis MB CZCA proposal shall be firm as soon as
these are submitted to the capacity procuremeirhizattion function.

4. The costs of ensuring firmness or in the case w&itonent of firm CZC in the event of force majeure
or emergency situations, in accordance with papdg8aof this article, the costs associated with
mitigating the effects of curtailment shall be bty the relevant TSOs. These costs include the
additional costs from the procurement of balandiagacity due to the non-availability of the
balancing capacity given the curtailment of CZCe Greece Italy TSOs may set a commonly agreed
cost compensation cap..

5. TSOs shall not increase the reliability margin akdted pursuant to Article 21 of CACM due to the
exchange of balancing capacity and or sharing érkes for frequency restoration reserves and
replacement reserves.

Article 16 Sharing of congestion income from cross zonal capacity

1. The sharing of congestion income distribution vidllow what is established by the Congestion
income distribution methodology document, writtem accordance with Article 73 of the
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Commission Regulation (EU) 2015/1222 of 24 July 2@ktablishing a Guideline on Capacity
Allocation and Congestion Management.

Article 17 Publication

1. Greece Italy TSOs of each balancing capacity cooperation ghdilish the MB CZCA proposal
without undue delay after concerned NRAs have amatthis proposal or a decision has been taken
by the Agency for the Cooperation of Energy Reguitain accordance with Article 5(7), Article 6(1)
and Article 6(2) of the EBGL.

2. Each TSO that is part of a balancing capacity cagjmn shall publish information on offered
volumes as well as offered prices of procured lwitencapacity, anonymized where necessary, no
later than one hour after the results of the prama@nt have been notified to the bidders, purswant t
Article 12(3)(e) of the EBGL.

3. Each TSO that is part of a balancing capacity caagjmn shall publish information in accordance
with Article 12(3)(h) of the EBGL on the allocatiai CZC for the exchange of balancing capacity
or sharing of reserves pursuant to Article 38(19fathe EBGL as defined in article 6(1)(b), 7(1)(d)
and 7(1)(e) of this MB CZCA proposal and no lakert 6 hours before the use of the allocated CZC.

4. Each TSO that is part of a balancing capacity caadjmn shall inform on the use of allocated CZC
for the exchange of balancing capacity or sharingserves pursuant to Article 38 of the EBGL at
the latest one week after the use of allocated @u@uant to Article 12(3)(i) of the EBGL.

5. Each TSO that is part of a balancing capacity cradfmn shall publish the approved methodologies
at least one month before its application purstmitrticle 12(3)(j) of the EBGL.

6. Subject to approval pursuant to Article 18 of tHRGE, a TSO may withhold the publication of
information on offered prices and volumes of ballagcapacity or balancing energy bids if justified
for reasons of market abuse concerns and if notnuttal to the effective functioning of the
electricity markets. A TSO shall report such witlitiogs at least once a year to the relevant
regulatory authority in accordance with Article @f7Directive 2009/72/EC and pursuant to Article
12(5) of the EBGL.

7. Greeceltaly TSOs of each balancing capacity cooperation applfie market-based approach shall
publish the efficiency of the forecasted marketueafor the exchange of balancing capacity or
sharing of reserves.

8. Greece Italy TSOs of each balancing capacity cooperation apglyhe inverted market-based
approach shall publish the efficiency of the fosted market value for the exchange of energy.

Article 18 Language

The reference language for this MB CZCA proposallishe English. For the avoidance of doubt, where
TSOs need to translate this MB CZCA proposal ih&grtnational language(s), in the event of incdesisies
between the English version published by TSOs ao@ance with Article 7 of the EBGL and any version
in another language, the relevant TSOs shall bigexbko dispel any inconsistencies by providingdsed
translation of this MB CZCA proposal to their redex national regulatory authorities.
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