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I. [bookmark: _bookmark1][bookmark: _Toc222905441]Introduction
The Commission Regulation (EU) 2016/1719 of 26 September 2016 establishing a guideline on forward capacity allocation (hereinafter “FCA Regulation”) was published in the official Journal of the European Union on 27 September 2016 and entered into force on 17 October 2016. The FCA Regulation sets out rules regarding the type of Long-Term Transmission Rights that can be allocated via explicit auctions, and the way holders of transmission rights are compensated in case their right is curtailed. The overarching goal is to promote the development of liquid and competitive forward markets in a coordinated way across Europe and provide market participants with the ability to hedge their risk associated with cross-border electricity trading. In order to deliver these objectives, a number of steps are required.
One of these steps is the introduction of harmonised rules for Long Term Transmission Rights at Union level. In accordance with Article 51 of the FCA Regulation, 6 months after the entry into force of the FCA Regulation, All TSOs shall develop a proposal for the harmonised allocation rules for Long Term Transmission Rights (hereinafter “HAR”). The proposal for the HAR was submitted to all National Regulatory Authorities on 18 April 2017 and was approved by ACER on 2 October 2017.
According to Article 68(5) of HAR “the Allocation Rules and the border and/or regional specific annexes included thereto shall be periodically reviewed by the Allocation Platform and the relevant TSOs at least every two years involving the Registered Participants.”. The HAR were amended in 2019, 2021, 2023 and 2025 (ACER Decisions 14/2019, 15/2021, 18/2023 and 08/2025).
Based on the above, All TSOs have elaborated on a draft reviewed HAR where they proposed especially changes in order to improve the collateral management for flow-based auctions.


II. [bookmark: _bookmark2][bookmark: _Toc222905442]Main changes

1 [bookmark: _bookmark3][bookmark: _Toc222905443]Collateral management
Under Long-Term Flow-Based Allocation (LTFBA), collateral requirements mechanically cumulate across borders, leading to a substantial increase in collateral requirements compared to per-border auctions. Ex-ante bid filtering based on Maximum Payment Obligations (MPO), including approaches complemented with bid-price caps, overestimates final payment obligations while still possibly exposing TSOs to some settlement risks. To enhance collateral management, TSOs and SAP commissioned a study to investigate possible improvements.
The study results showed that optimal bid filtering based on the auction final clearing prices (i.e. the final payment obligations) is technically feasible and can be embedded directly in the clearing algorithm. Furthermore, it demonstrated that optimal bid filtering:
· avoids unnecessary bid rejections for registered participants,
· fully secures TSOs against settlement risk,
· preserves auction outcomes close to the no-filtering benchmark.
With the implementation of the optimal bid filtering, the calculation and application of the bid price cap will be removed. It also brings additional changes to how the credit limit is handled and how the outstanding payment obligations are determined and managed. In addition to the change in the clearing algorithm, the following new approach is proposed: registered participants will have the option to define a specific amount of collateral – referred to as “reserved collateral” - to be set aside for the long-term flow-based auction during the bidding period. In such case, the reserved collateral, which cannot exceed the registered participant’s credit limit, will be blocked as outstanding payment obligation. If a registered participant chooses not to specify a reserved amount, the system will calculate the maximum payment obligation (MPO) based on all submitted bids at bidding period closure. In this case, the amount of collateral blocked for the auction will not exceed the registered participant's overall credit limit.
TSOs and SAP are making every effort to achieve go-live of the enhanced collateral management by November 2027. However, they wish to draw attention to the very tight timeline and the associated risk that the planned go-live date may not be met. In particular, the following risks have been identified:
· Unresolved detailed issues: Although TSOs and SAP have carried out a proof-of-concept study confirming the fundamental feasibility of the chosen collateral management approach, a number of detailed questions remain open and must still be clarified. The resolution of these issues may negatively affect the envisaged timeline.
· Vendor selection: SAP is initiating the vendor selection process at the earliest possible stage in order to identify and contract the most suitable IT vendor. As part of this process, SAP defines the go-live date of November 2027 as a binding requirement. Nevertheless, it cannot be ruled out that no IT vendor will be found who can implement all requirements within the prescribed timeframe.
· Regulatory uncertainty: While TSOs and SAP can already begin IT planning on the basis of their proposed amendments to the HAR and the SAP methodologies, these proposals will only become final from a regulatory perspective once approved by ACER. Any changes required by ACER to the proposed methodologies may modify the requirements in a way that adversely affects the implementation schedule and/or exceeds the scope of existing IT vendor contracts.

Article 2: Definitions and interpretation
Definition of “price cap” is deleted because the price cap is not used anymore.

Article 23: Credit Limit
Paragraph 5 is amended to clarify how outstanding payment obligations are determined and managed, depending on the type of auction (cNTC or LTFB auction) and whether the registered participant has specified reserved collateral.

Article 23a: Reserved collateral for auctions with flow-based allocation
Proposed new Article to describe the process of setting reserved collateral for a flow-based auction.

Article 27: General provisions for auctions
Paragraph 3 is amended to clarify the different process of credit limit check for the two types of auctions: For cNTC-based auctions, bids are evaluated against the registered participant’s credit limit after the bidding period closure. For flow-based auctions, bids are evaluated either against the credit limit or, if specified, against reserved collateral during the auction results determination. 

Article 29: Auction specification
Publication of price cap for bid collaterals by SAP according to Art. 29(3b) is not needed anymore as price caps are not used in new bid filtering approach. Thus, the requirement can be deleted.


Article 34: Credit limit verification
Amendments to reflect changes due to the new approach:
· Paragraph 1 is amended to clarify that, in case of flow-based auctions, the auction tool will calculate the MPO and check it against the credit limit during the bidding period only in case the registered participant has not specified a reserved collateral. 
· Paragraph 2 is amended to clarify that the credit limit verification at the end of the bidding period and the corresponding bid rejection is applicable only for cNTC-based auctions.
· Addition of paragraph 3 to refer to the credit limit verification process during the auction results determination in case of flow-based auctions.
· (New) Paragraph 5 amended to reflect changes regarding the outstanding payment obligation determination, already described in Article 23 paragraph 5.
· Merger of (new) paragraphs 6-7, since with the removal of bid price cap, the calculation of MPO will be the same for both types of auctions (cNTC-based and flow-based).

Article 35: Auction results determination 
Amendments to reflect changes due to the new approach: 
· Paragraph 1 is amended to specify that credit limit verification at the end of the bidding period is only applicable for cNTC-based auctions.
· Paragraph 3 is amended to clarify that in case of flow-based auctions, the credit limit or, if specified, the reserved collateral is a new boundary condition of the optimisation function.
· Additional paragraph 6 explains the process of checking the final payment obligations against the credit limit or, if specified, the reserved collateral and the corresponding bid rejection during the auction result determination process.

Article 68: Duration and amendment of the HAR 
Requirement for TSOs to analyse and explore more efficient methods for calculation MPO is not necessary anymore because this task has been completed with the present amendment.


2 [bookmark: _bookmark4][bookmark: _Toc222905444]Contestation Period
Clarifications regarding contestation period
The term "contestation period" is used inconsistently throughout the document. In some instances, it refers only to the period during which registered participants may submit contestation, while in others it encompasses the entire timeframe, including the period in which the single allocation platform may decide on the contestation.
To address this inconsistency, it is proposed to introduce a new definition of "contestation period" in Article 2(2) and to amend the following Articles accordingly: Article 29(2)(a)(xi), Article 29(3)(a)(xi), and Article 38(1). 

3 [bookmark: _Toc222905445]Curtailment Cap for DC Borders
When curtailing LTTRs a compensation cap can be applicable according to Article 59. The determination of the compensation cap differs between AC (described in Art 59(2)) and DC borders (described in Art 59(3)). Therefore, both need to be mentioned when referring to the compensation cap. 
Article 65: Invoicing and payment conditions
Article 65 which deals with Invoicing and payment conditions makes reference to the cap for AC borders according to Article 59(2), but is missing the reference to the cap for DC borders (Article 59(3)). Thus, a reference to the cap for DC borders (Article 59(3)) is added in paragraphs 6 and 7 where it is currently done for AC borders already.

4 [bookmark: _Toc222905446]Changes related to the new auction tool
The following changes are relevant for the new auction tool which is planned to go-live in September 2027.
Wording update for technological compatibility – several Articles
Throughout the document, replacement of the terms "send" and "sent" with "provide" and "provided" is proposed when referring to the distribution of files to registered participants or the acceptance/refusal of registration, bank guarantees, and similar actions. This change will provide greater flexibility regarding the channels used for such actions in the future, including the potential for execution via API.
Affected Articles: Registration: Article 9(4), Article 16(2),(3) Bank guarantee: Article 21(5), Article 22(3), Article 24(5), Files: Article 29(3)(a)(xiii), Article 33(2), Article 39(1),(3),(4),(6), Article 42(1),(6),(10), Article 46(3)(b),(4), Article 47(2), Invoice: Article 65(4), Amendment notice: Article 689(1),(2).
The change in Article 47(2) is worth highlighting: Currently, rights documents are generated and sent by email for each oriented bidding zone border to every registered participant, resulting in the distribution of approximately 1,000 files. To improve efficiency and flexibility, rights documents will instead be made available through the auction tool and via API, which is increasingly used by market participants. The proposed change removes the requirement to "send" rights documents, allowing for centralized and digital access, and supporting future technological developments.

Update to transfer invoicing – Article 63(6)
Currently, transfers for future allocation that have not yet been invoiced require manual invoicing by the single allocation platform outside the regular invoicing cycle. The proposed change introduces an automated process: once a transferer initiates a transfer, the corresponding amount is immediately blocked from their credit limit and is then debited during the next invoicing cycle. This update increases transparency, ensures that the due amount is explicitly included in the credit limit calculation for registered participants and streamlines the process by eliminating the need for manual intervention.

5 [bookmark: _Toc222905447]REMIT II related amendment
In accordance with Regulation (EU) 2024/1106 (REMIT II), and once the REMIT II implementing regulation enters into force, Organised Market Places (OMPs) such as the single allocation platform will be required to report all transactions – including transfers with prices – to ACER. To meet this forthcoming regulatory obligation, it is essential that registered participants provide the single allocation platform with accurate and complete price information for all transfers conducted on the platform. Therefore, it is proposed to include this requirement in Article 42(2) of the HAR, which will establish a clear obligation for registered participants to submit price information as part of the transfer process. This amendment will ensure that the single allocation platform can fulfill its reporting duties under REMIT II, enhance transparency, and support the integrity and efficiency of market operations.
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