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DISCLAIMER 
This document is released on behalf of the all transmission system operators (“TSOs”) for the purposes of the approval of the proposal for methodology for a harmonised allocation process of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves per timeframe (hereafter referred to as “methodology for a harmonised allocation process per timeframe”) in accordance with Article 38(3) of the Commission Regulation (EU) 2017/2195 of 23 November 2017 establishing a guideline on electricity balancing (“EB Regulation”). 
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[bookmark: _Toc142315380]Whereas
(1) [bookmark: _Toc1985644][bookmark: _Toc2858556][bookmark: _Toc3271662][bookmark: _Toc27033198][bookmark: _Hlk60904763]This document sets out the methodology for a harmonising processes for the allocation of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves (hereafter referred to as “harmonised cross-zonal capacity allocation methodology”) in accordance with Article 38(3) of Commission Regulation (EU) 2017/2195 establishing a guideline on electricity balancing (hereafter referred to as “EB Regulation”). 
(2) The harmonised cross-zonal capacity allocation methodology takes into account the general principles and goals set in the
a. Regulation (EU) 2019/943 of the European Parliament and of the Council of 5 June 2019 on the internal market for electricity (hereafter referred to as the “Electricity Regulation”)
b. EB Regulation; 
c. the Commission Regulation (EU) 2017/1485 of 2 August 2017 establishing a guideline on electricity transmission system operation (hereafter referred to as the “SO Regulation”); 
d. Commission Regulation (EU) 2015/1222 of 24 July 2015 establishing a guideline on capacity allocation and congestion management (hereafter referred to as the “CACM Regulation”); and  
e. Commission Regulation (EC) No 543/2013 of 14 June 2013 on submission and publication of data in electricity markets; and amending Annex I to Regulation (EC) No 714/2009 of the European Parliament and the Council (hereafter referred to as the “Transparency Regulation”).
(3) This harmonised cross-zonal capacity allocation methodology includes the co-optimised allocation process pursuant to Article 40 and the market-based allocation process pursuant to Article 41 of the EB Regulation for cross-border procurement processes taking place one day ahead of the provision of the balancing capacity pursuant to Article 6(9) of the Electricity Regulation. 
(4) Article 41(3) of the EB Regulation requires a market-based allocation process to be based on a comparison of the actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves and the forecasted market value of cross-zonal capacity for the exchange of energy, or on a comparison of the forecasted market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves, and the actual market value of cross-zonal capacity for the exchange of energy. This harmonised cross-zonal capacity allocation methodology includes a market-based allocation process based on a comparison of the actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves and the forecasted market value of cross-zonal capacity for the exchange of energy. In case TSOs intend to apply a market-based process based on a comparison of the forecasted market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves, and the actual market value of cross-zonal capacity for the exchange of energy, all TSOs may propose an amendment of this harmonised cross-zonal capacity allocation methodology to determine the requirements of such process.
(5) This harmonised cross-zonal capacity allocation methodology serves the objectives stated in Article 3 of the EB Regulation. In particular:
a. The harmonised cross-zonal capacity allocation methodology fosters effective competition in case of cross-border balancing capacity markets, non-discrimination and transparency pursuant to Article 3(1)(a) of the EB Regulation and ensures transparency in accordance with Article 3(2)(b) of the EB Regulation by defining the principles of the harmonised allocation processes  and how to notify all relevant stakeholders in case of applications as described in Article 8and Article 26 of this methodology;
b. The harmonised cross-zonal capacity allocation methodology facilitates the integration of balancing capacity markets, enables the exchanges of balancing services based on market-based mechanisms and ensures operational security as stated in Article 3(1)(c) and Article 3(2)(d) of the EB Regulation. This is ensured by defining harmonised rules for the cross-border procurement of balancing capacity, through the allocation of cross-zonal capacity for the balancing capacity market taking into account the impact of the allocation of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves on the day-ahead energy market;
c. The harmonised cross-zonal capacity allocation methodology does not compromise the development of the day-ahead market in accordance with Article 3(2)(e) of the EB Regulation as it ensures equal treatment between day-ahead energy and balancing capacity markets, protects the day-ahead energy market against erroneous forecasts and specifies how the co-optimised allocation process shall be integrated in the single day-ahead coupling (hereafter referred to as “SDAC”) process; 
d. The harmonised cross-zonal capacity allocation methodology ensures that the procurement of balancing services is performed in a fair, non-discriminatory, objective, transparent way and uses the market-based mechanisms as stated in Article 3(1)(e) of the EB Regulation. This harmonised cross-zonal capacity allocation methodology  sets harmonised requirements on how the market value of cross-zonal capacity and volume, as well as the offered volumes and prices of bids from Standard Balancing Capacity Products (“SBCP”) in both directions are determined;
e. The harmonised cross-zonal capacity allocation methodology respects the responsibility assigned to the relevant TSOs in order to ensure system security, including as required by national legislation, in accordance with Article 3(2)(f) of the EB Regulation by taking into account the maximum limitations for the application of a harmonised allocation process  as is defined in Article 10 and Article 17 of this methodology  following the provisions of SO Regulation and EB Regulation;
f. The harmonised cross-zonal capacity allocation methodology considers agreed European standards in accordance with Article 3(2)(h) of EB Regulation such as the single day-ahead market time unit defined within the CACM Regulation and the optimisation resolution from the market coupling operator function (hereafter referred to as “MCO function”);
g. The harmonised cross-zonal capacity allocation methodology enhances the efficiency of balancing as well as the efficiency of European balancing markets in a cross-border setting in accordance with Article 3(1)(b) of the EB Regulation by establishing a harmonised process for the allocation of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves which aims to optimise the total economic surplus of both, SDAC and balancing capacity procurement, leading to a more economically efficient procurement of balancing capacities;
h. The harmonised cross-zonal capacity allocation methodology contributes to the efficient long-term operation and development of the electricity transmission system and electricity sector in the European Union while facilitating the efficient and consistent functioning of day-ahead, intraday and balancing capacity markets in accordance with Article 3(1)(d) of the EB Regulation by aiming at more efficient use of available day-ahead cross-zonal capacities. This will be provided by taking into account the economic surplus of SDAC and balancing capacity procurement;
i. The harmonised cross-zonal allocation methodology applies the principle of proportionality and non-discrimination pursuant to Article 3(2)(a) of the EB Regulation and applies the principle of optimisation between the highest overall efficiency and lowest total costs for all parties involved in accordance with Article 3(2)(c) of the EB Regulation, by requiring adequate rules for the governance of the harmonised market-based allocation process and for the determination of entities performing the relevant functions under the harmonised market-based allocation process;
j. The harmonised cross-zonal capacity allocation methodology does not negatively impact the objectives in accordance with Article 3(1)(f) and (g) and (2)(g) of the EB Regulation.
[bookmark: _Hlk119953684]In conclusion, the harmonised cross-zonal capacity allocation methodology contributes to the general objectives of the EB Regulation to the benefit of all market participants and electricity end consumers.

[bookmark: _Toc95979432][bookmark: _Toc142315381]TITLE 1
General provisions
Article 1 [bookmark: _Toc95979433][bookmark: _Ref135731607][bookmark: _Ref135752608][bookmark: _Toc138848762][bookmark: _Toc142315382][bookmark: _Toc413748339]Subject matter and scope
1. [bookmark: _Ref135731610]This methodology specifies how to allocate cross-zonal capacity for the exchange of balancing capacity or sharing of reserves,
a. for the co-optimised allocation process, which is based on the actual market values of cross-zonal capacity for the exchange of energy and for the exchange of balancing capacity or sharing of reserves in accordance with Article 40 of the EB Regulation; and
b. for the market-based allocation process, which are based on the forecasted market value of cross-zonal capacity for the exchange of energy and the actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves (hereinafter referred to as “market-based allocation”) in accordance with Article 41 of the EB Regulation. 
2. [bookmark: _Toc432586770][bookmark: _Toc432586790]This methodology shall apply to the TSOs listed in Annex 1.
3. The proposal for the application of a cross-zonal capacity allocation process of this methodology may be developed by TSOs at their own initiative or at the request of their relevant national regulatory authorities in accordance with Article 38(1) of the EB Regulation.
4. TSOs being part of an application to allocate cross-zonal capacity according to Article 33(4)(b) of the EB Regulation which intend to exchange balancing capacity or share reserves shall use a common and harmonised set of rules and processes for the cross-border procurement of balancing capacity in accordance with Article 33 of the EB Regulation and respecting the requirements set out in Article 32 of the EB Regulation.
5. A TSO applying a central dispatching model and applying one of the harmonised allocation processes  shall convert, as far as possible, the integrated scheduling process bids into standard balancing capacity product bids, pursuant to Article 27(3) of the EB Regulation. In this case, each reference to the balancing service providers’ (hereafter referred to as “BSPs”) standard balancing capacity bids in this methodology shall be understood for this TSO as a reference to the integrated scheduling process bids converted into standard balancing capacity bids.
Article 2 [bookmark: _Toc134014946][bookmark: _Toc95979434][bookmark: _Toc138848763][bookmark: _Toc142315383]Definitions
1. For the purposes of this methodology, the terms used shall have the meaning given to them in Article 2 of the EB Regulation, Article 2 of the Transparency Regulation, Article 2 of the CACM Regulation, Article 3 of the SO Regulation and Article 2 of the Electricity Regulation.
2. The following definitions shall also apply:
a. [bookmark: _Hlk26261287][bookmark: _Hlk3190092]‘Application’ means the application by TSOs of one cross-zonal capacity allocation process for the exchange of balancing capacity and/or sharing of reserves of a certain SBCP in a certain direction. The application shall be subject to an approved proposal for the application according to Article 38(1) of EB Regulation;
b. ‘Balancing capacity platform’ means a platform on which the market-based cross-zonal capacity allocation optimisation function software is installed and operated to optimise the allocation of cross-zonal capacity for at least one market-based application;
c. ‘Cross-zonal capacity allocation optimisation function’ means the functionality that determines for each application and for each SBCP in each direction the allocation of cross-zonal capacity for the exchange of energy and for the exchange of balancing capacity or sharing of reserves. The cross-zonal capacity allocation optimisation function includes the capacity procurement optimisation function and calculates the clearing prices and volumes of balancing capacity of each SBCP per bidding zone;
d. ‘market-based cross-zonal capacity allocation optimisation function software’ is the single software for the cross-zonal capacity allocation optimisation function for all applications of the market-based allocation process. The market-based cross-zonal capacity allocation optimisation function software can be applied by one or several balancing capacity platforms. 
e. [bookmark: _Hlk3189947][bookmark: _Hlk3189958]‘Economic surplus from the exchange of balancing capacity or sharing of reserves’ is equal to the sum of (i) the TSOs’ surplus for the exchange of balancing capacity or sharing of reserves, (ii) the balancing service providers’ surplus for the exchange of balancing capacity or sharing of reserves, and (iii) the congestion income from the exchange of balancing capacity or sharing of reserves for the relevant time period.; 
f. ‘TSO demand’ means the balancing capacity volume to be procured within the scope of the methodology pursuant to Article 33(1) of the EB Regulation by the connecting TSO and defined per scheduling area and bidding zone in accordance with Article 32(1) of the EB Regulation.
g. ‘Interdependency of applications’ means any situation with two or more applications being part of one flow-based regime or where one TSO applies substitution of reserves between two or more applications. 
3. In this methodology, unless the context clearly indicates otherwise:
a. the singular also includes the plural and vice versa;
b. the table of contents and headings are inserted for convenience only and do not affect the interpretation of this methodology;
c. any reference to legislation, regulations, directives, orders, instruments, codes or any other enactment shall include any modification, extension or re-enactment of it when in force; and
d. any reference to an Article without an indication of the document shall mean a reference to this methodology.

[bookmark: _Toc138848764][bookmark: _Toc142315384]TITLE 2
Rules for all processes allocating cross-zonal capacity for the exchange of balancing capacity or sharing of reserves
Article 3 [bookmark: _Toc134014949][bookmark: _Toc138848765][bookmark: _Toc142315385]Economic surplus from the exchange of balancing capacity or sharing of reserves
1. The economic surplus from the exchange of balancing capacity or sharing of reserves shall be calculated by the cross-zonal capacity allocation optimisation function. For the allocation of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves the cross-zonal capacity allocation optimisation function shall calculate the change of economic surplus from the exchange of balancing capacity or sharing of reserves considering all TSOs, BSPs and cross-zonal capacity under an application. 
2. The BSPs’ surplus shall be the sum of the volume of the each selected bid multiplied by the differences between the calculated clearing price and the price of the relevant selected bid. 
3. The TSOs’ surplus shall be the difference between the maximum possible clearing price multiplied by the maximum volume of TSO demand without any sharing of reserves and the calculated clearing price multiplied by the actual volume of TSO demand considering sharing of reserves. 
4. The surplus from congestion income shall be the calculated price of cross-zonal capacity in accordance with Article 23.

Article 4 [bookmark: _Ref131429889][bookmark: _Ref131435664][bookmark: _Ref131435851][bookmark: _Ref131440365][bookmark: _Ref131495824][bookmark: _Ref131495853][bookmark: _Ref131498355][bookmark: _Ref131498920][bookmark: _Ref131681304][bookmark: _Toc138848766][bookmark: _Toc142315386][bookmark: _Toc95979435]General principles on allocating cross-zonal capacity for the exchange of balancing capacity or sharing of reserves 
1. The contracting period of bids of SBCP in each direction for all processes pursuant to Article 1(1) shall be equal to or a multiple of the day-ahead market time unit and not more than one (1) day.
2. For each application of this methodology, the settlement of the bids of all SBCPs shall be only in the direction from TSO to the BSPs and shall be based on cross-zonal marginal pricing (pay-as-cleared). 
3. [bookmark: _Ref131435666]The maximum price for each bid of SBCP submitted to the cross-zonal capacity allocation optimisation function shall be equal to the maximum day-ahead market bid price for SDAC, in accordance with the methodology pursuant to Article 41(1) of the CACM Regulation. 
4. [bookmark: _Ref131587608]For each operation of a cross-zonal capacity allocation optimisation function the relevant application, one single gate closure time for BSPs submitting bids of SBCP in each direction to their respective connecting TSOs or a delegated TSO shall be applied by TSOs applying this methodology, taking into account time zone differences, such that one gate closure time applies to all BSPs connected to a TSO applying this methodology.
5. A TSO applying a central dispatching model and applying one of the harmonised allocation processes may set an earlier gate closure time for integrated scheduling process bids to allow for the conversion process.
6. [bookmark: _Ref134776703]Netting of cross-zonal capacity allocated to the exchange of balancing capacity or sharing of reserves shall not be possible between:
a. bids of SBCP in the positive and/or negative directions;
b. SBCP bids from different products; 
c. an SBCP bid and a day-ahead market bid; and
d. bidding zone border directions in case of sharing of reserves.
7. [bookmark: _Ref134776706]In case two TSOs exchange balancing capacity and perform sharing of reserves with the same SBCP in the same direction, netting of cross-zonal capacity shall be possible. The allocated cross-zonal capacity shall correspond to the difference between the TSO demand without sharing of reserves and the actually procured TSO demand of the TSO that is importing sharing of reserves.
8. [bookmark: _Ref134776707]Cross-zonal capacity for a SBCP shall be considered for both activation directions of the SBCP to prevent allocation of cross-zonal capacity with no actual usage. Allocated cross-zonal capacity shall be treated as a common allocation to both directions by all consecutive processes. TSOs may propose and justify a derogation to this requirement within a proposal in accordance with Article 38(1)(a) of the EB Regulation in case of risks of simultaneous activations of the same SBCP in both activation directions. Each TSO applying such derogation shall submit to all TSOs and regulatory authorities a half-yearly impact assessment of this derogation. This assessment should show volume of allocated cross-zonal capacity which could have been released without the derogation and the actual use of cross-zonal capacity for simultaneous activations of the same SBCP in both activation directions.
9. [bookmark: _Ref131429892]For each application using an allocation process as defined in this methodology where the TSO demand for an SBCP exceeds the available amount of bids in all bidding zones of the application for the relevant SBCP, while taking into account the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves, a fallback procedure shall apply. Such a fallback procedure shall be described by the applicant TSOs in the proposal pursuant to Article 33(1) of the EB Regulation. If a TSO demand for an SBCP per bidding zone exceeds the available amount of locally submitted bids in the bidding zone for the respective SBCP, but the fallback procedure is not required, the cross-zonal capacity allocation process shall be performed. In order to calculate the change of economic surplus from the exchange of balancing capacity or sharing of reserves in such a case, the price equal to the maximum bid price of SBCP according to Article 4(3) shall be used as a fictional clearing price in case of insufficient local bids.
Article 5 [bookmark: _Toc134014952][bookmark: _Ref131681309][bookmark: _Ref135303326][bookmark: _Toc138848767][bookmark: _Toc142315387]Requirements for the cross-zonal capacity allocation optimisation function
1. [bookmark: _Ref131582846]TSOs applying this methodology shall submit, by the relevant gate closure time in accordance with Article 4(4), the SBCP bids, the TSO demand and any relevant limits in accordance with Article 10 or Article 17 to the entity operating the relevant cross-zonal capacity allocation optimisation function. 
2. [bookmark: _Ref134010603][bookmark: _Ref131440309]When this methodology is applied, a cross-zonal capacity allocation optimisation function shall produce the following results per market time unit:
a. [bookmark: _Ref131583017]allocated volumes of cross-zonal capacity for the exchange or sharing of reserves of each SBCP per bidding zone border in each direction;
b. [bookmark: _Ref131583019]allocated volumes of cross-zonal capacity for the exchange of energy in SDAC;
c. marginal clearing prices and volumes of each SBCP per bidding zone; and
d. activation status of all SBCP bids. 
3. [bookmark: _Ref135057651][bookmark: _Ref134708280][bookmark: _Ref131498925]In case of cross-zonal capacities from a CCR where the flow-based approach is applied, the relevant cross-zonal capacity allocation optimisation function shall provide the results pursuant to paragraph (2)(a) in the form of flow-based parameters and in the form of cross-zonal capacities converted to net transmission capacity values.
4. [bookmark: _Ref134776333]Once available, the entity operating the cross-zonal capacity allocation optimisation function shall send without undue delay: 
(a) all results pursuant to paragraph (2) to all TSOs with an application under the relevant operation of a cross-zonal capacity allocation optimisation function; 
(b) [bookmark: _Ref134708282]the results pursuant to paragraph (2)(a) and (b) to all TSOs of the relevant CCRs and to all RCCs carrying out capacity calculation in the relevant CCRs; and
(c) [bookmark: _Ref134776345][bookmark: _Ref135303333]the results pursuant to paragraph (2)(a) shall be provided to the relevant balancing energy platforms in accordance with Article 7.
5. Each TSOs applying this methodology shall procure their balancing capacity without any discrepancies to the results pursuant to paragraph (2) in accordance with Article 33(3) of the EB Regulation. TSOs applying a central dispatching model and applying this methodology shall convert as far as possible the results of the cross-zonal capacity allocation optimisation function pursuant to paragraph (2) to the results of the integrated scheduling process and procure bids according to these results.
6. The time resolution for the allocation of cross-zonal capacity for the exchange of balancing capacity and sharing of reserves shall be equal to the day-ahead market time unit.
Article 6 [bookmark: _Ref131681314][bookmark: _Toc138848768][bookmark: _Toc142315388]Linking of SBCP bids and sensitivity of TSO demand
1. Each TSO shall not put a price on its TSO demand for the purpose of the exchange of balancing capacity or sharing of reserves applying this methodology. 
2. [bookmark: _Ref131435857]A TSO may increase the TSO demand for a SBCP if such increase results in a decrease of the TSO’s overall procurement costs, by: 
(a) selecting an indivisible bid; or
(b) [bookmark: _Ref131435859]addressing volume shortages of an SBCP with lower quality; or
(c) [bookmark: _Ref131435860]decreasing the volume of the linked TSO demand of a lower quality[footnoteRef:2] SBCP for the purpose of substitution of reserves for cost minimisation. [2:  corresponding to technical requirements, aFRR shall be considered as the SBCP of the highest quality, mFRR shall be considered as the SBCP of the next lower quality and RR shall be considered as the SBCP of the lowest quality] 

3. [bookmark: _Ref131607809]Each TSO may link its TSO demand across the different SBCPs for the purpose of substitution of reserves for volume shortage and cost minimisation by applying this methodology in accordance with Article 4Article 6(2)(b) and (c).
4. [bookmark: _Ref131607810]BSPs may submit cross-product linked bids of SBCPs in case a TSO is involved in application(s) with two or more SBCP products. In those cases, the capacity procurement optimisation functions shall match the cross-product linked bids per balancing capacity market, such that the bids of SBCPs are selected in the specific balancing capacity market where they minimise the overall socioeconomic procurement costs pursuant to Article 58(3)(a) of EB Regulation.
5. In case of linking in accordance with paragraphs (3) or (4), each marginal volume of cross-zonal capacity shall be allocated to the higher quality[footnoteRef:3] product in case the actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves of a certain SBCP is equal or higher to the actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves of another SBCP exchanged on the same bidding zone border. [3:  see footnote 1] 

Article 7 [bookmark: _Ref134718513][bookmark: _Toc138848769][bookmark: _Toc142315389]Information towards balancing energy platforms
1. The results provided pursuant to Article 5(4)(c) as an input to the respective balancing platform pursuant to Articles 19 to 21 of the EB Regulation, shall be exclusively provided for the SBCP in the direction they were allocated for, including the consideration of netting possibilities in accordance with Article 4(6), (7) and (8). 
2. The process of releasing allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for the exchange of balancing energy with shorter activation times or for operating the imbalance netting process in accordance with Article 38(9) of the EB Regulation shall be coordinated between the balancing energy platforms pursuant to Articles 19 to 21 of the EB Regulation. 
3. If the balancing energy platforms pursuant to Articles 19 to 21 of the EB Regulation are not able to receive the information pursuant to Article 5(4)(c) at the time when this would be provided by the relevant entity operating the cross-zonal capacity allocation optimisation function, the entity operating the cross-zonal capacity allocation optimisation function shall send the information to the RCC carrying out the coordinated capacity calculation for the relevant CCR in accordance with the capacity calculation methodology pursuant to Article 20 of the CACM Regulation. The relevant RCC shall then send the information pursuant to Article 5(4)(c) to the balancing energy platforms pursuant to Articles 19 to 21 of the EB Regulation once these are ready.
Article 8 [bookmark: _Toc134014956][bookmark: _Toc95979436][bookmark: _Ref135815546][bookmark: _Toc138848770][bookmark: _Toc142315390]Notification process for applying cross-zonal capacity allocation for the exchange of balancing capacity or sharing of reserves
1. [bookmark: _Hlk115945632]Each TSO intending to apply any process pursuant to Article 1(1) shall notify TSOs of the same synchronous area three (3) months prior to entering into operation in accordance with Article 150 of the SO Regulation and inform all stakeholders and all TSOs through an announcement on the ENTSO-E website, at least three (3) months prior to entering into operation. 
The announcement to be published on the ENTSO-E website shall include:
a. the TSOs applying this methodology ; 
b. the expected date to enter into operation for the exchange of balancing capacity and/or sharing of reserves pursuant to Article 33(1) of the EB Regulation with the harmonised allocation process ;
c. the detailed description of the specifications in accordance with Article 38(2) of the EB Regulation; 
d. the forecast of the average expected amount of frequency restoration power interchange due to the cross-zonal FRR activation process or reserve replacement power interchange due to the cross-zonal RR activation process;
e. the maximum volume of allocated cross-zonal capacity for exchange of balancing capacity as defined pursuant to Article 6; and
f. the type and direction of the SBCP which will be exchanged or shared.
2. In case two or more TSOs start building a balancing capacity platform for their application for the exchange of balancing capacity or sharing of reserves pursuant to Article 16(1), these TSOs shall notify all TSOs of the respective capacity calculation region (‘CCR’) without undue delay.
[bookmark: _Toc95979437][bookmark: _Toc138848771][bookmark: _Toc142315391]TITLE 3
The co-optimised allocation process
Article 9 [bookmark: _Toc95979438][bookmark: _Ref131497527][bookmark: _Ref131507263][bookmark: _Ref131681561][bookmark: _Ref133928388][bookmark: _Toc138848772][bookmark: _Toc142315392]Specific requirements for the co-optimised allocation process
1. [bookmark: _Ref131497530][bookmark: _Hlk25936708]The BSP-TSO gate closure time for the submission of all bids of SBCP in both directions and the TSO demand shall be equal to the single day-ahead coupling gate closure time pursuant to Article 47(2) of the CACM Regulation.
2. Notification by TSOs to BSPs of accepted bids from SBCPs shall be made no later than fifteen (15) minutes after the publication of SDAC results. 
3. The cross-zonal capacity allocation optimisation function for the co-optimised allocation process shall be integrated in the MCO function, which shall allocate cross-zonal capacity for the exchange of day-ahead energy or for the exchange of balancing capacity or sharing of reserves and calculate SDAC results and results for the TSOs’ procurement of the relevant SBCP in one step. Since the cross-zonal capacity allocation optimisation function for the co-optimised allocation process shall be integrated in the MCO function, any reference to the cross-zonal capacity allocation optimisation function for the co-optimised allocation process shall also be understood as a reference to the MCO function.
4. [bookmark: _Ref131681563]BSPs may link their SBCP bid with their SDAC energy bid in accordance with the methodology in pursuant to Article 37 of the CACM Regulation (‘algorithm methodology’).
Article 10 [bookmark: _Toc134014960][bookmark: _Toc134014961][bookmark: _Toc134014962][bookmark: _Toc134014963][bookmark: _Toc134014964][bookmark: _Toc134014965][bookmark: _Toc134014966][bookmark: _Toc134014967][bookmark: _Toc134014968][bookmark: _Toc134014969][bookmark: _Toc134014970][bookmark: _Toc134014971][bookmark: _Toc134014972][bookmark: _Toc134014973][bookmark: _Toc134014974][bookmark: _Toc134014975][bookmark: _Toc134014976][bookmark: _Toc134014977][bookmark: _Toc134014978][bookmark: _Toc134014979][bookmark: _Toc134014980][bookmark: _Toc134014981][bookmark: _Toc134014982][bookmark: _Toc134014983][bookmark: _Toc95979439][bookmark: _Ref131428157][bookmark: _Ref131418943][bookmark: _Ref131522976][bookmark: _Ref131585040][bookmark: _Ref135816249][bookmark: _Toc138848773][bookmark: _Toc142315393][bookmark: _Toc432586772][bookmark: _Toc432586792]The process to define the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for the co-optimised allocation process
1. [bookmark: _Ref131418966]In accordance with the requirements laid down in Article 40(1)(d) of the EB Regulation, the process to define the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for the cross-zonal capacity allocation optimisation function shall be as follows:
a. by default, the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for the cross-zonal capacity allocation optimisation function shall be equal to the available cross-zonal capacity; or 
b. [bookmark: _Ref131418968]within a proposal in accordance with Article 38(1)(a) of the EB Regulation, TSOs may propose to apply additional limits for the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves. These additional limits shall be justified with respect to the objectives set out in Article 3 of the EB Regulation and Article 3 of the Electricity Regulation and, in particular, ensure effective competition, non-discrimination and transparency in balancing capacity markets. For CCRs where the coordinated net transmission capacity approach is applied each bidding zone border in each direction shall apply one common additional limit for the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for all SBCP. For CCRs where the flow-based approach is applied a common additional limit shall apply for all SBCPs and all critical network elements.
2. [bookmark: _Ref135332188]The exchange of balancing capacity or sharing of reserves shall, in addition to the limit defined in accordance with paragraph 1, be limited by the rules for the exchange and sharing of reserves in accordance with Title 8, Chapter 1 and 2 of the SO Regulation through the: 
a. maximum procurement volume of balancing capacity per direction for a specific bidding zone, or a set of bidding zones due to operational security requirements pursuant to Article 165(3)(g) of the SO Regulation; 
b. minimum procurement volume of balancing capacity per direction for a specific bidding zone, or a set of bidding zones defined in accordance with the dimensioning process pursuant to Article 157(2)(g) of the SO Regulation.
Article 11 [bookmark: _Toc134014986][bookmark: _Toc95979440][bookmark: _Ref131507103][bookmark: _Ref131513744][bookmark: _Ref134790070][bookmark: _Toc138848774][bookmark: _Toc142315394]Determination of the actual market value of cross-zonal capacity for the exchange of energy in SDAC for the co-optimised allocation process
1. [bookmark: _Ref131501230]The actual market value of cross-zonal capacity for the exchange of energy shall be:
a. [bookmark: _Hlk5899160]the change of economic surplus for the SDAC;
b. defined per day-ahead market time unit; and
c. calculated based on the actual bids for the exchange of energy submitted to the SDAC.
2. [bookmark: _Ref131513745]In accordance with paragraph (1)(a), the actual market value of cross-zonal capacity for the exchange of energy between all bidding zones of the SDAC shall be calculated based on the change of economic surplus for the entire SDAC depending on the availability of cross-zonal capacity.
Article 12 [bookmark: _Toc95979441][bookmark: _Ref131507094][bookmark: _Ref131513725][bookmark: _Ref134790075][bookmark: _Toc138848775][bookmark: _Toc142315395]Determination of the actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves in the co-optimised allocation process
1. [bookmark: _Ref131501267]The actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves between all bidding zones where the co-optimised allocation process is applied shall be:
a. [bookmark: _Ref131501269]the change of economic surplus from the exchange of balancing capacity or sharing of reserves;
b. defined per the day-ahead market time unit;
c. calculated per SBCP and per direction, separately; 
d. calculated based on bids for SBCP in both directions; and
e. calculated based on TSOs’ demand. 
2. [bookmark: _Ref131513727]In accordance with paragraph (1)(a), the actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves between bidding zones where co-optimised cross-zonal allocation is applied shall be calculated based on the change of economic surplus from the exchange of balancing capacity or sharing of reserves, resulting from the change of available cross-zonal capacities allocated for the exchange of balancing capacity or sharing of reserves. 
Article 13 [bookmark: _Toc95979442][bookmark: _Toc138848776][bookmark: _Toc142315396]Determination of the allocated volume of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for the co-optimised allocation process
1. The cross-zonal capacity allocation optimisation function of the co-optimised cross-zonal capacity allocation process shall determine the allocated volume of cross-zonal capacity for the exchange of balancing capacity in accordance with the requirements pursuant to Article 4, Article 5 Article 6 and Article 9.
2. The inputs to the cross-zonal capacity allocation optimisation function of the co-optimised cross-zonal capacity allocation process are:
(a) SBCP bids;
(b) the TSO demand including, if relevant, provisions from sharing of reserves agreement of two or more TSOs and information about linked TSO demand in accordance with Article 6(3); and
(c) any input related to the single day-ahead coupling in accordance with the algorithm methodology.
3. The constraints to the cross-zonal capacity allocation optimisation function of the co-optimised cross-zonal capacity allocation process are:
(a) the minimum and maximum procurement volume of balancing capacity defined pursuant to Article 10(2);
(b) additional cross-zonal capacity allocation limitations in accordance with Article 10(1)(b), if any; 
(c) links between bids for different SBCP in accordance with Article 6(4), if any; and
(d) links between SBCP and SDAC bids in accordance with Article 9(4), if any.
4. The objective of the cross-zonal capacity allocation optimisation function of the co-optimised cross-zonal capacity allocation process shall be the maximisation, per trading day, of the sum of: 
(a) economic surplus for SDAC in accordance with Article 11(2); and 
(b) the economic surplus from the exchange of balancing capacity or sharing of reservesin accordance with Article 12(2). 
5. Within the limits pursuant to Article 10, each marginal volume of cross-zonal capacity shall be allocated to the exchange of energy in case the market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves pursuant to Article 12 is lower or equal to the market value of cross-zonal capacity for the exchange of energy pursuant to Article 11.

[bookmark: _Toc95979449][bookmark: _Toc138848777][bookmark: _Toc142315397]TITLE 4
The market-based allocation process
Article 14 [bookmark: _Toc95979450][bookmark: _Ref133931393][bookmark: _Toc138848778][bookmark: _Toc142315398] Specific requirements for market-based allocation
1. [bookmark: _Ref133931407][bookmark: _Ref137392767]The single gate closure time per balancing capacity platform in accordance with Article 4(4) shall be agreed on by all application TSOs per each balancing capacity platform in accordance with the decision making process pursuant to Article 16(7)(a). When deciding on a single gate closure time per balancing capacity platform, the relevant application TSOs shall consider the timings of the capacity calculation processes of the relevant CCRs for a timely provisions of the data pursuant to paragraph (4) and Article 5(2)(a) and (b). 
2. Each TSO of an application shall notify its connected BSPs about their accepted bids of SBCP in a positive and/or negative direction at the latest one (1) hour before the gate closure time of the SDAC. 
3. [bookmark: _Ref133931395]For the market-based allocation process a market-based cross-zonal capacity allocation optimisation function software shall be used. The market-based cross-zonal capacity allocation optimisation function software shall be developed by all market-based application TSOs in accordance with Article 27(3) and installed on a balancing capacity platform to perform the task in accordance with Article 16(3)(a). The market-based cross-zonal capacity allocation optimisation function software shall be subject to the governance of all market-based application TSOs in accordance with Article 15. 
4. [bookmark: _Ref134701218]If the RCC carrying out the coordinated capacity calculation is not also designated to perform the market-based cross-zonal capacity allocation pursuant to Article 16(3)(a), the RCC carrying out the coordinated capacity calculation for the relevant CCR in accordance with the capacity calculation methodology pursuant to Article 20 of the CACM Regulation shall provide the pre-final day-ahead capacity calculation results to the entity operating the market-based cross-zonal capacity allocation optimisation function software pursuant to Article 16(3)(a) by no later than the gate closure time in accordance with paragraph (1).
5. [bookmark: _Ref134708569]All RCCs carrying out capacity calculation in the affected CCRs shall provide a confirmation once they received the data pursuant to Article 5(3)(b). The results pursuant to Article 5(2) by the market-based cross-zonal capacity allocation optimisation function software shall only be considered final once all RCCs carrying out capacity calculation in the affected CCRs provided such confirmation. Once these confirmations are provided, the entity operating the market-based cross-zonal capacity allocation optimisation function software in accordance with Article 16(3)(a) shall send the results to the other entities in accordance with Article 5(4). If the RCC carrying out the coordinated capacity calculation is also designated to perform the market-based cross-zonal capacity allocation pursuant to Article 16(3)(a), such confirmation process is not necessary.
Article 15 [bookmark: _Toc134014994][bookmark: _Toc134014995][bookmark: _Toc134014996][bookmark: _Toc134014997][bookmark: _Toc134014998][bookmark: _Toc134014999][bookmark: _Toc134015000][bookmark: _Toc134015001][bookmark: _Toc134015002][bookmark: _Toc134015003][bookmark: _Toc134015004][bookmark: _Toc134015005][bookmark: _Toc134015006][bookmark: _Toc134015007][bookmark: _Toc134015008][bookmark: _Toc134015009][bookmark: _Toc134015010][bookmark: _Toc134015011][bookmark: _Toc134015012][bookmark: _Toc134015013][bookmark: _Toc134015014][bookmark: _Toc134015015][bookmark: _Toc134015016][bookmark: _Toc134015017][bookmark: _Toc134015018][bookmark: _Toc134015019][bookmark: _Toc134015020][bookmark: _Toc134015021][bookmark: _Ref134429748][bookmark: _Toc138848779][bookmark: _Toc142315399][bookmark: _Toc5296538][bookmark: _Toc19712908][bookmark: _Toc95979451]Governance for all market-based application TSOs 
1. All application TSOs of all the different balancing capacity platforms that apply the market-based allocation shall decide on topics related to the establishment and amendment of the common market-based cross-zonal capacity allocation optimisation function software pursuant to Article 14(3). 
2. [bookmark: _Ref134800409]All TSOs shall complement this methodology with Article 27(1)(a), with provisions on the governance for an effective change request process for cross-zonal capacity allocation optimisation function software. 
3. To ensure an effective change request process for the market-based cross-zonal capacity allocation optimisation function software, the following change request rules shall be implemented:
a. All change requests to the cross-zonal capacity allocation optimisation function software that concern provisions as defined in the existing set of requirements and approved by all TSOs, shall be approved by all TSOs.
b. All change requests to the cross-zonal capacity allocation optimisation function software that concern the operations of the balancing capacity platforms, shall be approved by all application TSOs. 
c. Any TSO can submit a change request to the cross-zonal capacity allocation optimisation function software. 
d. By default, any change request submitted is considered to be operational as defined in paragraph (2)(b) as long as it is in line with the existing set of requirements. If a change request contradicts with the existing set of requirements, it is considered as change request in accordance with paragraph (2)(a). 
e. Costs pursuant to Article 15(2) shall be shared among the countries of all application TSOs in accordance with the principles set out in Article 28(5). 
Article 16 [bookmark: _Ref134011607][bookmark: _Toc138848780][bookmark: _Toc142315400]Governance of balancing capacity platforms
1. [bookmark: _Ref137578505]TSOs, which want to jointly allocate cross-zonal capacity to support the cross-border procurement of balancing capacity for one or more SBCPs and applying a market-based allocation shall jointly establish or join a balancing capacity platform.
a. In case there are interdependencies between different applications in accordance with Article 2(g), either due to interdependencies of cross-zonal capacity or in case a TSO engages in two or more applications and this TSO optimises the procurement of its different SBCPs as part of the substitution of reserves, these applications shall use the same balancing capacity platform pursuant to paragraph (1). 
b. [bookmark: _Ref134011609]All TSOs of the interdependent applications pursuant to paragraph (1)(a) shall come to a unanimous agreement on a common balancing capacity platform to be used by all interdependent applications jointly. Where unanimity cannot be reached, qualified majority voting applies following the principles set out in paragraph (8). 

2. All application TSOs per each balancing capacity platform shall establish the following processes:
a. [bookmark: _Ref134011610]calculation of the results pursuant to Article 5(2) by using the market-based cross-zonal capacity allocation optimisation function software;
b. [bookmark: _Ref134449103]the forecast of day-ahead energy bids for all relevant bidding zones and market time units in accordance with Article 18(5); and 
c. [bookmark: _Ref134793912]the forecast validation process in accordance with Article 19.
3. All application TSOs per each balancing capacity platform shall decide on one entity for each process designate one TSO or a company owned by TSOs to perform the CZCAOF pursuant to paragraph (2)(a) and a TSO or company owned by TSOs to perform the forecasting process of day-ahead energy bids for the relevant bidding zones pursuant to paragraph (32)(b). All application TSOs per each balancing capacity platform may decide to designate the same entity for the different processes pursuant to paragraph (32). 
4. All application TSOs per each balancing capacity platform shall designate one RCC for the forecast validation process under paragraph (32)(c).
5. The entities designated to perform the processes shall be acting for the benefit and on behalf of all application TSOs of each balancing capacity platform. They shall fulfil their tasks in accordance with the objectives of the EB Regulation, this methodology, the contractual framework of the respective applications, the decision-making body’s decisions and the operational procedures.
6. When designating an entity pursuant to paragraphs (43) and (54), TSOs shall consider impacts on the efficiency of operation of the functions under paragraph (32) concerning the required exchanges of data mentioned in this methodology. The requirements in this methodology for the exchange of data between processes do not apply, if these processes, between which the data needs to be exchanged, are operated by the same entity.
7. In order to make effective and non-discriminatory decisions, each balancing capacity platform shall establish a decision-making body for all TSOs being part of at least one application of this platform. Each application TSO of the balancing capacity platform shall appoint one regular representative. The decision-making body decides on any matter or question related to the balancing capacity platform and its operation as long as the matter or question is relevant for the balancing capacity platform only.

8. Decisions related to the governance and operation of a balancing capacity platform shall be made unanimously by all application TSOs of the concerned platform via the joint decision-making body. Where unanimity cannot be reached, qualified majority voting applies which shall require a majority of: 
a. Application TSOs representing at least 55 % of the countries being part of all affected applications; and 
b. Application TSOs representing countries comprising at least 65% of the population of countries of all affected applications. 
Decisions of a balancing capacity platform composed of five or less countries shall be decided based on unanimity. 

9. In accordance with Article 14(1) all application TSOs per balancing capacity platform shall agree on a single gate closure time for balancing service providers to submit balancing capacity bids. Before setting the exact time of a balancing capacity platform gate closure time, TSOs shall publicly consult stakeholders. Such a consultation will be performed at least three months before implementation of the gate closure time and last for at least two weeks. The announcement of the gate closure time shall be made at least four weeks before taking effect or any time there are changes to it. This announcement shall also include exceptions for instances when the gate closure time is delayed or when the bidding window is reopened. In these instances, the TSOs shall announce these changes as soon as possible and with a reasonable lead time before the actual application.    

10. TSOs proposing an application of the harmonised market-based allocation process in accordance with Article 38(1)(b) b) EB Regulation shall consider for the relevant implementation timeline of such proposal the time needed to get all processes pursuant to paragraph (32) operational. If such application needs to join an existing balancing capacity platform in accordance with paragraph (21), the proposing TSOs shall contact the TSOs and entities of the relevant balancing capacity platform(s), inform them about the expected amendments needed for integrating the proposed application, and all concerned parties shall jointly assess the time needed for the implementation of such proposal.

 

Article 17 [bookmark: _Toc134015024][bookmark: _Toc134015025][bookmark: _Toc134015026][bookmark: _Toc134015027][bookmark: _Toc134015028][bookmark: _Toc134015029][bookmark: _Toc134015030][bookmark: _Toc134015031][bookmark: _Toc134015033][bookmark: _Toc134015034][bookmark: _Toc134015035][bookmark: _Toc134015036][bookmark: _Toc134015037][bookmark: _Toc134015038][bookmark: _Ref131428878][bookmark: _Ref134790390][bookmark: _Toc138848781][bookmark: _Toc142315401]The process to define the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for market-based allocation
1. [bookmark: _Ref131520121]In accordance with Article 41(1)(d) of the EB Regulation, the process to define the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for the market-based allocation shall be as follows:
a. by default, the maximum volume of cross-zonal capacity allocated for the exchange of balancing capacity shall be ten (10) percent of cross-zonal capacity calculated for the day-ahead timeframe in accordance with the capacity calculation methodologies developed pursuant to Article 20(2) of the CACM Regulation; 
b. to resolve a situation where the limit for the maximum volume of cross-zonal capacity allocated for the exchange of balancing capacity in a market-based allocation in accordance with paragraph 1(a) is not sufficient to satisfy TSO demand in a bidding zone, the percentage limit pursuant to paragraph 1(a) for the relevant day-ahead market time units may be increased based on the exemption rule pursuant to Article 41(2) of EB Regulation. The limit for the maximum volume of cross-zonal capacity allocated for the exchange of balancing capacity or sharing of reserves for market-based allocation shall only be increased to the point until the TSO demand is satisfied and maximum up to 20% of the calculated cross-zonal capacity calculated for day-ahead market timeframe. If this maximum limit is still not sufficient to satisfy a TSO demand, a fallback procedure pursuant to Article 4(9) shall be initiated. TSOs shall publish and notify all the regulatory authorities and neighbouring TSOs in case of CCRs where NTC approach is applied and all TSOs in CCR in case of CCRs where the flow-based approach is applied about each increase of the limit for the maximum volume of cross-zonal capacity allocated for the exchange of balancing capacity or sharing of reserves for market-based allocation above the threshold set in paragraph 1(a). This notification shall include at least the final volume percentage of cross-zonal capacity allocated for the exchange of balancing capacity or sharing of reserves for market-based allocation and the reasons for the shortage of balancing capacity bids in the importing bidding zone. The annual impact of such increases shall be reported pursuant to Article 26(7)(e);
c. if increases pursuant to paragraph (1)(b) occur due to a structural local shortage of BSPs’ bids for a standard balancing capacity product in a bidding zone, the limit for the maximum volume of cross-zonal capacity allocated for the exchange of balancing capacity in accordance with paragraph (1)(a) may be increased by 2 percentage points. Such increase of the default limit shall be reported to stakeholders and all regulatory authorities at least two weeks in advance of application. This process can be performed repeatedly until the maximum limit of twenty (20) % is reached. The applied default limits shall be published in accordance with Article 26(7)(e); and
d. [bookmark: _Ref137454574]within a proposal in accordance with Article 38(1)(b) of the EB Regulation, TSOs may propose to apply different thresholds than the ones defined under paragraph (1)(a), (b) and (c). These shall be justified with respect to the objectives set out in Article 3 of the EB Regulation and Article 3 of the Electricity Regulation and, in particular, ensure effective competition, non-discrimination and transparency in balancing capacity markets. 
2. For CCRs where the coordinated net transmission capacity approach is applied each bidding zone border in each direction shall only apply one common limit in accordance with paragraph (1) for all SBCPs. 
3. For CCRs where the flow-based approach is applied each Critical Network Element Contingency (CNEC) in each direction shall apply one common limit in accordance with paragraph (1) for all SBCPs. The TSOs of the corresponding application shall develop a process to derive the limit per CNEC from intended limits per bidding zone border:a common limit in accordance with paragraph (1) for all SBCPs shall apply for all critical network elements.  
(a) The process to define the maximum limits per CNEC shall consider the impact of the limitation on all bidding zone borders in the CCR. The aim of the process is to efficiently realize different intended limits per bidding zone-border. If contradicting intended limits occur due to a close interconnection of borders in the flow-based region, application TSOs shall aim to reach a unanimous decision on the implementation of the limits. If no unanimous decision can be reached, qualified majority voting applies.
(b) Before submitting an application proposal according to 38(1) EB regulation, application TSOs shall consult with all TSOs in the CCR on the process to define the maximum limit per CNEC and the intended limits per bidding zone border. 
(c) TSOs may increase the limit beyond 10% according to 17(1)d, if they expect an unsatisfied TSO BC demand in a bidding zone or if their application has established a reliable and robust forecasting of the day-ahead market and significant welfare can be gained by an increased limit.
(d) If an application sets the intended limit for one or more borders to more than 10% according to paragraph 17(1)d, TSOs of the concerned CCR, , have the right to veto against the decision based on market concerns. The veto shall be justified by showing the expected negative impact on the (day-ahead) market to application TSOs.
(e) the final process to define the maximum limits and the intended limits per bidding zone border shall be part of the application proposal according to EB regulation article 38(1).

4. [bookmark: _Ref131520132]The exchange of balancing capacity or sharing of reserves shall, in addition to the limit defined in accordance with paragraph 1, be limited by the rules for the exchange and sharing of reserves in accordance with Title 8, Chapter 1 and 2 of the SO Regulation through the: 
(a) maximum procurement volume of balancing capacity per direction for a specific bidding zone, or a set of bidding zones due to operational security requirements pursuant to Article 165(3)(g) of the SO Regulation; 
(b) minimum procurement volume of balancing capacity per direction for a specific bidding zone, or a set of bidding zones defined in accordance with the dimensioning process pursuant to Article 157(2)(g) of the SO Regulation.
Article 18 [bookmark: _Toc5296539][bookmark: _Toc19712909][bookmark: _Toc95979452][bookmark: _Ref131512682][bookmark: _Ref134444502][bookmark: _Toc138848782][bookmark: _Toc142315402]Determination of the forecasted market value of cross-zonal capacity for the exchange of energy for market-based allocation
1. [bookmark: _Ref134434215]The forecasted market value of cross-zonal capacity for the exchange of energy shall be:
a. [bookmark: _Ref134434218]the expected change of economic surplus for the SDAC;
b. defined per day-ahead market time unit; and
c. [bookmark: _Ref134444285]calculated based on the forecasted bids for the exchange of energy.
2. [bookmark: _Ref134467849]The expected change of economic surplus for the SDAC in accordance with paragraph (1)(a), shall be calculated by the market-based cross-zonal capacity allocation optimisation function software and shall result from the change of available cross-zonal capacities allocated for the exchange of day-ahead energy. 
3. The market-based cross-zonal capacity allocation optimisation function software shall consider the change of forecasted market value of cross-zonal capacity on bidding zone borders where the coordinated net transmission capacity approach is applied and on critical network element where the flow-based approach is applied.
4. [bookmark: _Ref134444277][bookmark: _Hlk17460361]The forecasted market value of cross-zonal capacity for the exchange of energy shall consider all cross-zonal capacities which are affected by the application of the market-based cross-zonal capacity allocation process of the relevant balancing capacity platform. 
5. [bookmark: _Ref134444504][bookmark: _Ref134451390]The forecasted day-ahead energy bids in accordance with paragraph (1)(c) shall be determined per balancing capacity platform for each bidding zone which is subject to the affected cross-zonal capacity pursuant to paragraph (4) and for each day ahead market time unit. The forecasted day-ahead energy bids shall be provided as an input to the market-based cross-zonal capacity allocation optimisation function software in accordance with Article 21(2)(a). If necessary in accordance with Article 16(6), the entity determining the forecasted day-ahead energy bids shall submit the forecasted day-ahead energy bids to the entity operating the market-based cross-zonal capacity allocation optimisation function software by no later than the gate closure time in accordance with Article 14(1). 
6. [bookmark: _Ref134706382]Each entity determining forecasted day-ahead energy bids pursuant to Article 16(3)(b) shall apply a forecast method for forecasting day-ahead energy bids which is agreed upon the application TSOs of the respective balancing capacity platform in accordance with Article 16(7)(a) and shall aim for determining the forecasted day-ahead energy bids for each bidding zone and each market time unit most accurately.
7. [bookmark: _Ref134795759]Each entity determining forecasted day-ahead energy bids pursuant to Article 16(3)(b) shall consider the forecast error pursuant to Article 19(1). By no more than one year of operation of the harmonised market-based allocation process with at least two application, all TSOs shall submit an amendment to this methodology in accordance with Article 27(4) to include provisions for a harmonised consideration of the forecast errors to protect the SDAC against over-allocation of cross-zonal capacity due to incorrect forecast. All TSOs shall base their amendments on an impact assessment considering the expected forecast accuracy and different measures to mitigate the negative impact on SDAC from inaccurate forecasts. More specifically, TSOs shall at least assess the impact of mark-up values or factors on the forecasted market value of cross-zonal capacity for the exchange of energy versus the impact of reducing the maximum volume limit for the allocation of cross-zonal capacity for the exchange of balancing capacity.
8. The expected forecast accuracy and related impact on the SDAC shall be taken into account when considering a limit for the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for market-based allocation pursuant to Article 17(1)(d). For the consideration of such limit, the TSOs submitting a proposal for the application of the harmonised market-based allocation process shall include in their submission an impact assessment of the proposed application on the SDAC including an assessment of the expected forecast accuracy. The application of harmonised rules for the consideration of the forecast error in accordance with paragraph (7) and resulting mitigating effects on the impact on the SDAC shall also be taken into account when considering such limit.
Article 19 [bookmark: _Ref134450707][bookmark: _Toc138848783][bookmark: _Toc142315403]Forecast validation process
1. [bookmark: _Ref134706417]The RCC designated in accordance with Article 16(5) shall carry out forecast validation to monitor the efficiency of determining the forecasted market value of cross-zonal capacity for the exchange of energy. Such forecast validation shall include at least: 
a. [bookmark: _Ref134706538]the determination of forecast errors; and
b. [bookmark: _Ref134706419]analysis of the method for forecasting day-ahead energy bids and resulting recommendation for eventual improvements.
2. The RCC carrying out the forecast validation shall provide the results of the validation process pursuant to paragraph (1) to the application TSOs of the respective balancing capacity platform, to all TSOs of the involved CCR(s) and, if the RCC performing forecast validation is not also designated to perform forecasting of day-ahead energy bids pursuant to Article 16(3)(b), to the entity performing this forecasting of day-ahead energy bids.
3. The RCC carrying out the forecast validation shall calculate on a daily basis:
a. forecast error one in accordance with paragraph (4) and overall welfare increase from the application of the market-based allocation in accordance with paragraph (5) for monitoring the efficiency of the forecast; and
b. forecast error two in accordance with paragraph (6) for taking measures pursuant to Article 18(7) to protect the SDAC against over-allocation of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves resulting from forecast inaccuracies. 
4. [bookmark: _Ref134794521]Forecast error one shall determine the daily loss of social welfare due to inefficient forecasts. To calculate forecast error one, the RCC shall re-run the market-based cross-zonal capacity allocation optimisation function software using actual day-ahead energy bids instead of forecasted day-ahead energy bids for the respective day. The RCC shall compare overall sum of economic surplus from the exchange of balancing capacity and sharing of reserves and the economic surplus from SDAC resulting from a run of the market-based cross-zonal capacity allocation optimisation function software using actual day-ahead energy bids with optimal allocation of cross-zonal capacity with one run where the volumes of allocated cross-zonal capacities from the operation of the market based allocation process of the relevant day are used. The difference the overall economic surpluses of both runs shall be the forecast error one.
5. [bookmark: _Ref134794694][bookmark: _Ref135056299]For the report pursuant to Article 26(7), the RCC performing the forecast validation shall as a comparison to the social welfare loss reflected by forecast error one also calculate the change of economic surplus for SDAC and economic surplus from the exchange of balancing capacity or sharing of reserves with and without allocation of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves.
6. [bookmark: _Ref134795667]For the calculation of forecast error two, the RCC carrying out the forecast validation shall compare per day-ahead market-time unit the amount of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves allocated with the market-based allocation process with the optimal allocation based on actual day-ahead energy bids from the relevant day instead of forecasted bids. If the market-based allocation resulted in higher allocation of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves than what would have been allocated with actual day-ahead energy bids, the difference shall be used for forecast error two. For the determination of forecast error two, the volume of this over-allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves shall be weighted with the welfare impact pursuant to paragraph (4). The validation period considered for such weighting factor shall be specified by all application TSOs of the relevant balancing capacity platform in accordance with Article 16(7)(a).
7. If the RCC performing forecast validation is not also designated to perform the market-based cross-zonal capacity allocation pursuant to Article 16(3)(a), all application TSOs of a balancing capacity platform shall provide the RCC with the data pursuant to Article 21(2)(b) and (c) and Article 21(3) and other data necessary to carry out forecast validation pursuant to paragraph (1)(a).
8. If the RCC performing forecast validation is not also designated to perform the market-based cross-zonal capacity allocation pursuant to Article 16(3)(a), the entity operating the cross-zonal capacity allocation pursuant to Article 16(3)(a) shall provide the RCC access to the market-based cross-zonal capacity allocation optimisation function software and shall submit to the RCC the results pursuant to Article 5(2)(a) and (b) to carry out forecast validation pursuant to paragraph (1)(a).
9. If the RCC performing forecast validation is not also designated to perform forecasting of day-ahead energy bids pursuant to Article 16(3)(b), the entity determining the forecasted day-ahead energy bids shall provide the RCC with the data pursuant to Article 21(2)(a), relevant details related to application the forecast method defined in accordance with Article 18(6) and other data necessary to carry out forecast validation pursuant to paragraph (1)(b).
Article 20 [bookmark: _Toc95979453][bookmark: _Ref131512705][bookmark: _Ref134790111][bookmark: _Toc138848784][bookmark: _Toc142315404]Determination of the actual market value of cross-zonal capacity for the exchange of balancing capacity and sharing of reserves for market-based allocation
1. [bookmark: _Ref131505779]The actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves between all bidding zones where the market-based allocation process is applied shall be:
a. [bookmark: _Ref131505781]the change of economic surplus from the exchange of balancing capacity or sharing of reserves;
b. defined per day-ahead market time unit;
c. calculated per SBCP and per direction, separately;
d. calculated based on bids for SBCP in both directions; and
e. calculated based on TSO demand. 
2. [bookmark: _Ref131512729]In accordance with paragraph (1)(a), the actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves between bidding zones where market-based cross-zonal allocation is applied shall be calculated based on the change of economic surplus from the exchange of balancing capacity or sharing of reserves, resulting from the change of available cross-zonal capacities allocated for the exchange of balancing capacity or sharing of reserves.
Article 21 [bookmark: _Toc134015045][bookmark: _Toc134015046][bookmark: _Toc134015047][bookmark: _Toc134015048][bookmark: _Toc134015049][bookmark: _Toc134015050][bookmark: _Toc5296540][bookmark: _Toc19712910][bookmark: _Toc95979454][bookmark: _Ref134445123][bookmark: _Toc138848785][bookmark: _Toc142315405]Determination of the allocated volume of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves for market-based allocation
1. The market-based cross-zonal capacity allocation optimisation function software shall determine the allocated volume of cross-zonal capacity for the exchange of balancing capacity in accordance with the requirements pursuant to Article 4, Article 5, Article 6 and Article 14.
2. [bookmark: _Ref134445124]The inputs to the market-based cross-zonal capacity allocation optimisation function software are:
a. [bookmark: _Ref134445125][bookmark: _Ref134691531]forecasted day-ahead energy bid curves pursuant to Article 18(5); 
b. [bookmark: _Ref134691291]SBCP bids;
c. [bookmark: _Ref134691293]the TSO demand including, if relevant, provisions from sharing of reserves agreement of two or more TSOs and information about linked TSO demand in accordance with Article 6(3); and
d. pre-final day-ahead cross-zonal capacity calculation results in accordance with Article 14(4).
3. [bookmark: _Ref134690861]The constraints for market-based cross-zonal capacity allocation by the market-based cross-zonal capacity allocation optimisation function software are:
a. the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves defined pursuant to Article 17(1); and
b. the minimum and maximum procurement volume of balancing capacity defined pursuant to Article 17(3); and
c. links between bids for different SBCP in accordance with Article 6(4), if any.
4. The objective of the market-based cross-zonal capacity allocation optimisation function shall be the maximisation, per trading day, of the sum of 
a. the expected economic surplus for SDAC, based on the forecasted market value for the exchange of energy pursuant to Article 18(2), and 
b. the economic surplus from the exchange of balancing capacity or sharing of reserves based on the actual market value for the exchange of balancing capacity pursuant to Article 20(2).
5. Within the limits pursuant to Article 17, each marginal volume of cross-zonal capacity shall be allocated to the exchange of balancing capacity and sharing of reserves in case the actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves is higher than the forecasted market value of cross-zonal capacity for the exchange of energy.
[bookmark: _Toc95979455][bookmark: _Toc138848786][bookmark: _Toc142315406]TITLE 5
Provisions on cross-zonal capacity
Article 22 [bookmark: _Toc95979456][bookmark: _Toc138848787][bookmark: _Toc142315407]Firmness regime for the allocation of cross-zonal capacity
1. The allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves must be firm:
a. in the co-optimised allocation process when SDAC results are published; and
b. in market-based allocation after the confirmation by the RCC of receiving the data on cross-zonal capacity allocated by the market-based cross-zonal capacity allocation optimisation function software in accordance with Article 14(5).
2. [bookmark: _Hlk8396723]In the event of force majeure or emergency situations, curtailment of cross-zonal capacities which were allocated using a cross-zonal capacity allocation optimisation function shall be proportionally distributed between the affected cross-zonal capacities allocated for the exchange of energy and for the exchange of balancing capacity or sharing of reserves in accordance with Articles 40(3) and 41(4) of the EB Regulation. TSOs can deviate from this principle by proposing a more cost-efficient, non-discriminatory solution in the proposal pursuant to Article 33(1) of the EB Regulation.
3. Costs of ensuring firmness of cross-zonal capacity allocated for the exchange of balancing capacity or sharing of reserves shall include follow-up costs, which are caused by the curtailment of firm cross-zonal capacity in the event of force majeure or emergency situations. These costs also include the additional costs from the procurement of balancing capacity due to the non-availability of the balancing capacity, given the curtailment of cross-zonal capacity.
4. The costs of ensuring firmness shall be shared in accordance with the regional methodologies developed in accordance with Article 74 of the CACM Regulation and Article 76 of the SO Regulation for cases which are within the scope of these methodologies.
5. Any costs of ensuring firmness that are outside the scope of the methodologies referred to in paragraph 4, shall be borne by the TSO requesting the curtailment. 
Article 23 [bookmark: _Toc95979457][bookmark: _Ref131433797][bookmark: _Toc138848788][bookmark: _Toc142315408]Pricing of cross-zonal capacity
1. TSOs allocating cross-zonal capacity for the exchange of balancing capacity or sharing of reserves by applying this methodology shall calculate the cross-zonal capacity price for the volume of cross-zonal capacity that is allocated for the exchange of balancing capacity or sharing of reserves. This price shall be calculated separately for each applied market time unit and SBCP in each activation direction.
2. The prices in EUR per MW of cross-zonal capacity allocated to the exchange of balancing capacity per day-ahead market time unit in each direction shall be equivalent to the difference in the marginal clearing prices of the SBCP of the two bidding zones belonging to the bidding zone border. 
Article 24 [bookmark: _Toc134015056][bookmark: _Toc134015057][bookmark: _Toc134015058][bookmark: _Toc95979458][bookmark: _Ref134800368][bookmark: _Toc138848789][bookmark: _Toc142315409]Sharing of congestion income from cross-zonal capacity
1. [bookmark: _Hlk24464444]The congestion income coming from any application using an allocation process as defined in this methodology will be considered as day-ahead congestion income and as such shall be shared in accordance with the methodology of Article 73 of the CACM Regulation and in accordance with Article 40(3) and Article 41(4) of the EB Regulation.
2. On a monthly basis, TSOs of an application applying the market-based allocation in accordance with Article 38(1) of the EB Regulation, or the entity to whom the task is delegated, shall compare the monthly congestion income calculated in accordance with paragraph (1) with the congestion income which could have been generated for the amount of cross-zonal capacity allocated for the exchange of balancing capacity or sharing of reserves if allocated to the single day-ahead coupling instead as calculated with the below formulas:
· For cNTC CCRs  is calculated according to the formula  

· For FB CCRs  is calculated according to the formula

Where:
T is the set of MTUs in a given month
BCCR is the set of directed borders in a CCR (i.e. this set includes both borders A-B and B-A)
CNECCCR is the set of CNECs in a given CCR
Sb,tBC is the cross-zonal capacity reserved by allocation for the exchange of balancing capacity or sharing of reserves on border b in MTU t
MSb,t is the market spread for energy on directed border b in MTU t (in the case of AHC/Allocation Constraints, the market spread is between the Virtual Bidding Zones)
µo,tCNEC is the Shadow Price of CNEC o in MTU t
 is the capacity reserved on CNEC o in MTU t by allocation of the cross-zonal capacity for the exchange of balancing capacity or sharing of reserves
 is the adjustment factor which is used to adjust the compensation amounts per CCR. By default, it is set to 1. If there is agreement following the respective voting arrangement at CCR level,TSOs of the concerned CCR may define a different adjustment factor. 

The monthly compensation on the CCR level shall be calculated with the below formula:

Where:
the congestion income from balancing capacity generated in a CCR in a given month
the congestion income in a given CCR in a given month which could have been generated for the amount of cross-zonal capacity allocated for the exchange of balancing capacity or sharing of reserves if allocated to the single day-ahead coupling instead.

The respective TSOs of the application shall inform all TSOs and regulatory authorities of the relevant CCR(s) and ACER of the outcome of this assessment.
The compensation process described in Article 24.2. can be omitted in case there is agreement among the TSOs of the concerned CCR following the respective voting arrangement.
3. If the comparison pursuant to paragraph 2 shows a deficit on a monthly basis of generated congestion income following the allocation of cross-zonal capacities for the exchange of balancing capacity and sharing of reserves, the TSOs of an application applying the market-based allocation in accordance with Article 38(1) of the EB Regulation shall pay compensation to the single day-ahead coupling to cover such deficit. The costs of such compensation shall be split among the TSOs of the respective application in accordance with the distribution of shares of overall decreased procurement costs per TSO from the application of the market-based allocation in the relevant month. The compensation , calculated in accordance with paragraph 2 should be shared among all TSOs of the relevant CCR(s) in accordance with the shares of decreased congestion income per border and MTU ) after reduction of received congestion income from balancing capacity.to the single day-ahead coupling should be shared among all TSOs of the relevant CCR(s) in accordance with the shares of decreased congestion income pursuant to the comparison in accordance with paragraph 2.
For both FB and cNTC CCRs, a part of the compensationassigned for period T for border b is calculated using the following formula:



· For cNTC CCRs is calculated according to the formula:  

· For FB CCRs  is calculated according to the formula:
 if  

· Since the sum of decreased congestion income (used for sharing the compensation) for all borders b may be smaller than the congestion income that could have been generated (used when calculating compensation amount), a correction factor  is needed to ensure that not all compensation is zero when there actually is compensation to be shared:


Where:
T is the set of MTUs in a given month
P is the set of products available for the exchange or sharing of reserves
 is the set of directed borders in a CCR (i.e. this set includes both borders A-B and B-A)
 is the allocated capacity on directed border b from product p in MTU t
 is the resulting AAF on directed border b from product p in MTU t
  is the resulting AAF on directed border b from energy exchange in MTU t 
(AAFA->B,t = - AAFB->A,t)
 is the market spread for energy on directed border b in MTU t (in the case of AHC/Allocation Constraints, the market spread is between the Virtual Bidding Zones)
 is the scaling factor used for scaling the negative CI from energy congestions in MTU t (as defined in Art 7.2 of Congestion Income Distribution methodology pursuant to Art. 74 of
Commission Regulation (EU) 2015/1222 of 24 July 2015 establishing a guideline on capacity allocation and congestion management).

Afterwards, is distributed between the relevant TSOs for border b using the same sharing keys as those used for sharing congestion income from energy for this border.

[bookmark: _Toc95979459][bookmark: _Toc138848790][bookmark: _Toc142315410]TITLE 6
Final provisions
Article 25 [bookmark: _Toc138848791][bookmark: _Toc142315411][bookmark: _Toc95979460]Fallback Procedures
1. For the case that the co-optimised allocation process cannot be conducted fully or partially in due time in accordance with timings defined for the SDAC, a fallback procedure shall apply. Such a fallback procedure shall be described by the applicant TSOs in the proposal pursuant to Article 33(1) of the EB Regulation.
2. All application TSOs per balancing capacity platform shall agree in accordance with Article 16(7)(a) on fallback procedures in case of the cross-zonal capacity allocation process based on market-based allocation cannot be conducted fully or partially in due time, considering the timings of the capacity calculation processes of the relevant CCRs for a timely provisions of the data pursuant to Article 14(4) and Article 5(2)(a) and (b). Such a fallback procedure shall be described by the applicant TSOs in the proposal pursuant to Article 33(1) of the EB Regulation.
Article 26 [bookmark: _Ref134800174][bookmark: _Toc138848792][bookmark: _Toc142315412]Publication of Information
1. TSOs of each application of this methodology shall publish information on offered volumes as well as offered prices of procured balancing capacity, anonymised where necessary, as soon as possible but no later than one (1) hour after the results of the procurement have been notified to the bidders, pursuant to Article 12(3)(h) and Article 12(3)(i) of the EB Regulation.
2. [bookmark: _Ref134799421]The application TSOs shall publish information in accordance with Article 12(3)(h) of the EB Regulation on the allocation of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves without undue delay and no later than six (6) hours before the use of the allocated cross-zonal capacity, including the:
a. date and time when the decision on allocation was made; 
b. the market time unit for which the cross-zonal capacity was allocated; 
c. [bookmark: _Ref134799423]volumes allocated per SBCP in accordance with Article 5(2)(a) and (b) and in the form of a percentage comparable to the maximum volume limit in accordance with Article 10(1) or Article 17(1); and
d. market values of cross-zonal capacity used as a basis for the allocation process, in accordance with Article 11, Article 12, Article 18 and Article 20.
3. For the market-based allocation process, the information pursuant to paragraph (2)(b) and (c) shall be published no later than one (1) hour before the gate closure time of the SDAC.
4. The application TSO shall publish on the use of the allocated cross-zonal capacity for the exchange of balancing capacity or sharing of reserves pursuant to Article 38 of the EB Regulation without undue delay and at the latest one (1) week after the use of allocated cross-zonal capacity, pursuant to Article 12(3)(i) of the EB Regulation, including the:
a. volume of allocated and used cross-zonal capacity per market time unit and bidding zone border; and
b. estimated realised costs and benefits of the allocation process. This should include the overall welfare generated through the application of a cross-zonal capacity allocation function and for each SBCP and each LFC block of an application a comparison of estimated procurement costs if no cross-zonal capacity would have been allocated with the actual procurement costs.
5. Each TSO intending to apply this methodology shall publish the approved methodology in accordance with Article 38(1) and Article 12(3)(j) of the EB Regulation at least three (3) months before its application. 
6. Each TSO intending to apply this methodology shall publish the description of the requirements of any algorithm developed and amendments to it referred to in Article 58 of the EB Regulation at least one (1) month before their application pursuant to Article 12(3)(k) of the EB Regulation. The document shall be publicly available via the TSOs` webpage.
7. [bookmark: _Ref135043908]Each RCC carrying out forecast validation in accordance with Article 16(3)(c) shall at least every three (3) months from the start of an application, publish a report on the forecast efficiency. The report shall include at least:
a. statistics on the welfare loss from inefficient forecasts indicated by forecast error one in accordance with Article 19(4);
b. statistics of a comparison of forecast error one accordance with Article 19(4) with the overall welfare generated by the market-based allocation process in accordance with Article 19(5);
c. statistics on the over allocation indicated by forecast error two in accordance with Article 19(6);
d. statistics on the welfare loss from the forecast error two consideration pursuant to Article 18(7);
e. [bookmark: _Ref135209837]an assessment of occurred increases of the limits for the maximum volume of cross-zonal capacity allocated for the exchange of balancing capacity, including statistics on the number of incidents, increased volumes and percentages, reasons for the incidents and an analysis of the economic surplus effects on the SDAC;
f. an assessment of impacts on the economic surplus of the SDAC and economic surplus from the exchange of balancing capacity from the application of the market-based and the specific impact following an increase of a default limit for the maximum volume of cross-zonal capacity allocated for the exchange of balancing capacity; 
g. where necessary, recommendations pursuant to Article 19(1)(b) to improve the accuracy of the forecast method pursuant to Article 18(6); and
h. an assessment of forecast efficiency and welfare potential a possible increase of the maximum volume limit of cross-zonal capacity in accordance with Article 17(1) and if relevant recommendations for amendments of these limits. 
8. Where an additional maximum volume limit of cross-zonal capacity in accordance with Article 10(1)(b) is applied, the proposal where such limit is defined shall specify the frequency for the publication of a report with an assessment of the welfare potential from an increase of the maximum volume limit of cross-zonal capacity by the relevant RCC facilitating the procurement of balancing capacity in accordance with Article 37(1)(k) of the Electricity Regulation. 
9. Subject to the approval of relevant regulatory authorities, pursuant to Article 18 of the EB Regulation, a TSO may withhold the publication of information on offered prices and volumes of balancing capacity bids, if justified for concerns of market abuse and if not detrimental to the effective functioning of the electricity markets. A TSO shall report such withholdings at least once a year to the relevant regulatory authority, in accordance with Article 59 of Directive (EU) 2019/944 of the European Parliament and of Council of 5 June 2019 on common rules for the internal market for electricity and amending Directive 2012/27/EU (recast) and pursuant to Article 12(4) of the EB Regulation.
10. In accordance with Article 12(5) of the EB Regulation the information which requires publication in accordance with this Article shall be published trough the transparency platform established pursuant to Article 3 of Regulation (EU) No 543/2013.
11. The TSOs of a balancing capacity platform shall publish the forecast method for determining the forecasted day-ahead energy bids pursuant to Article 18(6).
12. [bookmark: _Ref135747466]At the latest 14 months after the implementation pursuant to Article 27(3) and every 12 months after the first publication, all TSOs shall publish a cross-zonal capacity allocation welfare report with an assessment of the yearly 
a. overall welfare generated through the application of this methodology;
b. overall welfare loss by not applying processes pursuant to Article 1(1); and
c. overall welfare loss resulting from inefficient forecasts in accordance with Article 19(4).
Article 27 [bookmark: _Ref134800524][bookmark: _Ref135747375][bookmark: _Toc138848793][bookmark: _Toc142315413][bookmark: _Hlk119065090]Implementation timeline
1. [bookmark: _Ref134800538][bookmark: _Hlk22308427][bookmark: _Hlk19179177]At the latest by 31 July 2024, all TSOs shall:
a. [bookmark: _Ref135332247]submit a proposal for an amendment of this methodology to complement this methodology in accordance with Article 15(2) and Article 16(7);
b. submit a proposal for an amendment of the congestion income distribution methodology pursuant to Article 73 of CACM Regulation to consider congestion income from the exchange of balancing capacity or sharing of reserves in accordance with Article 24; and
c. [bookmark: _Ref134801920]develop any further requirements which are not subject to approval of this methodology but necessary for the designation of entities pursuant to Article 16(4), for the development of the market-based cross-zonal capacity allocation optimisation function software, and for the fulfilment of the publication requirements pursuant to Article 26.
2. [bookmark: _Hlk119091304][bookmark: _Hlk119064106]At the latest twelve (12) months after a written request by one or more TSO(s) of a respective CCR, all TSOs of the relevant CCR shall submit proposals for amendments of all those methodologies according to FCA Regulation, the CACM Regulation, the EB Regulation and the SO Regulation of this CCR including clearly defined consistent implementation deadlines, which are relevant for enabling an application of the market-based allocation process. If the possibility to allocate cross-zonal capacity for the exchange of balancing capacity or sharing of reserves is not already sufficiently addressed in the relevant methodology, all TSOs of the relevant CCR shall submit at least:
a. a proposal for an amendment of the day-ahead capacity calculation methodology of the relevant CCR pursuant to Article 20 of CACM Regulation;
b. a proposal for an amendment of the intra-day capacity calculation methodology of the relevant CCR pursuant to Article 20 of CACM Regulation; 
c. a proposal for an amendment of the balancing timeframe capacity calculation methodology of the relevant CCR pursuant to Article 37(3) of EB Regulation;
d. a proposal for an amendment of the regional operational security coordination calculation methodology of the relevant CCR pursuant to Article 76 of SO Regulation; and
e. a proposal for an amendment of the re-dispatching and countertrading cost-sharing methodology pursuant to Article 74 of CACM Regulation.
3. [bookmark: _Ref134804597]All TSOs which are subject to an application pursuant to Article 38(1)(b) of the EB Regulation or which intend to apply the market-based allocation process shall develop the market-based cross-zonal capacity allocation optimisation function software considering all relevant requirements of this methodology and specified in accordance with paragraph (1)(c) and ensure that it is ready for application at the latest by 31 July 2025.
4. [bookmark: _Ref137455079]In accordance with Article 18(7), all TSOs shall submit an amendment to this methodology by one year of operation of the harmonised market-based allocation process with at least two application to include in this methodology a harmonised consideration of the forecast errors to protect the SDAC against over-allocation of cross-zonal capacity due to incorrect forecast. 
5. [bookmark: _Ref134804618]TSOs subject to a methodology pursuant to Article 38(1) of the EB Regulation which was approved before the implementation pursuant to paragraph (3) for the application of a CCR’s methodology pursuant to Article 41(1) of the EB Regulation, may continue their application with a non-harmonised market-based allocation process for no longer than twelve (12) months after the implementation deadline pursuant to paragraph (3). An additional derogation of maximum 24-month to this Article may be granted by the respective regulatory authorities if deemed necessary. The request for derogation shall include the following information:
(a) the provisions from which a derogation is requested;
(b) the requested derogation period;
(c) a detailed plan and timeline specifying how to address and ensure the implementation of the concerned provisions of this Methodology after expiration of the derogation period; and
(d) an assessment of the consequences of requested derogation on adjacent markets.
6. If an application intends to apply the harmonised market-based allocation process, which has interdependencies in accordance with Article 16(2) with the existing application pursuant to paragraph (5), the application pursuant to paragraph (5) shall not use a non-harmonised market-based allocation process once the interdependent allocation is operational. 
7. [bookmark: _Ref135035362]Considering the requirements for the co-optimised allocation process in this methodology, all TSOs shall review and re-submit, if necessary, the new set of requirements for the price coupling algorithm pursuant to Article 8(2)(a) of the CACM Regulation to all nominated electricity market operators by two months after the approval of this methodology.
Article 28 [bookmark: _Toc138848794][bookmark: _Toc142315414]Categorisation of costs and detailed principles for sharing the common and regional costs for market-based allocation
1. The costs for the development and implementation of this methodology in accordance with Article 26(12), Article 27(1) and Article 27(7) shall be shared among all TSOs.
2. The costs of building the market-based cross-zonal capacity allocation optimisation function software, technically developing and implementing, amending and operating a balancing capacity platform shall be broken down into:
a. common costs resulting from coordinated activities of all application TSOs of all balancing capacity platforms; and
b. common costs resulting from coordinated activities of all application TSOs of a balancing capacity platform.
3. [bookmark: _Ref135037639]Common costs resulting from coordinated activities of all market-based application TSOs of all balancing capacity platforms shall include costs related to:
a. [bookmark: _Ref135042383][bookmark: _Hlk117176543]building the market-based cross-zonal capacity allocation optimisation function software in accordance with Article 27(3) and new functionalities for or amendments to the market-based cross-zonal capacity allocation optimisation function software;
b. [bookmark: _Ref135042385]joint studies which are commissioned pursuant to a decision in accordance with Article 15(2); and 
c. costs required to support the governance for all market-based allocation TSOs in accordance with Article 15.
4. [bookmark: _Ref135037649]Common costs resulting from coordinated activities of all application TSOs of a balancing capacity platform shall include costs related to:
a. [bookmark: _Ref135037660]common costs for technically developing and implementing or amending a balancing capacity platform:
i. implementation of a balancing capacity platform or new functionalities for or amendments to an existing balancing capacity platform;
ii. installation of the market-based cross-zonal capacity allocation optimisation function;
iii. implementation of the process for the forecast of day-ahead energy bids pursuant to Article 16(3)(b) and new functionalities to or amendments to this process;
iv. implementation of the forecast validation process pursuant to Article 16(3)(c) and new functionalities to or amendments to this process; and
v. costs required to support the governance of balancing capacity platforms in accordance with Article 16.
b. [bookmark: _Ref135037685]common costs for operating all processes under a balancing capacity platform in accordance with Article 16(3).
5. [bookmark: _Ref135042289]Costs pursuant to paragraph 3 shall be shared among the countries of all application TSOs in accordance with the following principles set out by Article 23 of the EB Regulation:
a. one-eighths (1/8) of common costs shall be divided equally between each country of the market-based application TSOs; 
b. five-eighths (5/8) of common costs shall be divided proportionally to the consumption of each country of the market-based application TSOs; and
c. two-eighths (2/8) of common costs shall be divided equally between the market-based application TSOs. 
6. [bookmark: _Ref135041952][bookmark: _Hlk119479580]The common costs for technically developing, implementing or amending and operating a balancing capacity platform in accordance with paragraph 4 shall be shared among the countries of the application TSOs of the respective balancing capacity platform in accordance with the following principles set out by Article 23 of the EB Regulation:
a. one-eighths (1/8) of common costs shall be divided equally between each country of the market-based application TSOs of the respective balancing capacity platform; 
b. five-eighths (5/8) of common costs shall be divided proportionally to the consumption of each country of the market-based application TSOs of the respective balancing capacity platform; and 
c. two-eighths (2/8) of common costs shall be divided equally between the market-based application TSOs of the respective balancing capacity platform. 
7. The national costs shall be the costs for using the respective balancing capacity platform, which consist of the costs of development, implementation, operation and maintenance of technical infrastructure and procedures.
8. Each application TSO connected to a balancing capacity platform shall bear its own national costs and is solely responsible (i.e., no joint and several liability) for the due payment of all the costs related to the technical infrastructure necessary for the successful usage of the respective balancing capacity platform.
9. In case of several application TSOs are active in a country, the country’s share of the costs shall be distributed among those application TSOs proportionally to the consumption in the application TSOs’ monitoring areas.
10. If a TSOs enters into an application of the market-based allocation process and was not part of the implementation pursuant to Article 27(3) and has not yet contributed to the costs pursuant to paragraph (5), the historical costs pursuant to paragraph (3)(a) and (b) shall be re-distributed in accordance with the sharing keys pursuant to paragraph (5) among all application TSOs.
11.  If a TSO joins a balancing capacity platform and was not part of the implementation of the respective balancing capacity platform, the historical costs pursuant to paragraph (4)(a) of the respective balancing capacity platform shall be re-distributed in accordance with the sharing keys pursuant to paragraph (6) among all application TSOs of the respective balancing capacity platform. 
Article 29 [bookmark: _Toc138848795][bookmark: _Toc142315415]Publication
All TSOs shall publish the methodology without undue delay after a decision has been adopted by the ACER in accordance with Article 5(2) of Regulation (EU) 2019/942 of the European Parliament and of Council of 5 June 2019 establishing a European Union Agency for the Cooperation of Energy Regulators (recast).

Article 30 [bookmark: _Toc95979463][bookmark: _Toc138848796][bookmark: _Toc142315416]Language
The reference language for this methodology shall be English. For the avoidance of doubt, where TSOs need to translate this methodology into their national language(s), in the event of inconsistencies between the English version published by TSOs in accordance with Article 7 of EB Regulation and any version in another language, the relevant TSOs shall, in accordance with national legislation, provide the relevant national regulatory authorities with an updated translation of the methodology. 
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List of TSOs subject to the approved harmonised cross-zonal capacity allocation methodology:
· APG – Austrian Power Grid AG
· VÜEN – Vorarlberger Übertragungsnetz GmbH
· Elia – Elia System Operator S.A
· ESO – Electroenergien Sistemen Operator EAD
· HOPS - Croatian Transmission System Operator Ltd
· ČEPS - ČEPS, a.s.
· Energinet – Energinet 
· Elering – Elering AS 
· Fingrid – Fingrid OyJ
· Kraftnät Åland Ab
· RTE - Réseau de Transport d'Electricité, S.A
· Amprion – Amprion GmbH 
· Baltic Cable AB
· TransnetBW -TransnetBW GmbH
· TenneT GER – TenneT TSO GmbH
· 50Hertz – 50Hertz Transmission GmbH
· IPTO – Independent Power Transmission Operator S.A.
· MAVIR ZRt. - MAVIR Magyar Villamosenergia-ipari Átviteli Rendszerirányító Zártkörűen Működő Részvénytársaság ZRt.
· EirGrid – EirGrid plc
· Terna – Terna SpA 
· Augstsprieguma tïkls - AS Augstsprieguma tïkls
· LITGRID – LITGRID AB
· CREOS Luxembourg – CREOS Luxembourg S.A.
· TenneT TSO – TenneT TSO B.V.
· PSE – PSE S.A.
· REN - Rede Eléctrica Nacional, S.A.
· Transelectrica - C.N. Transelectrica S.A.
· SEPS - Slovenská elektrizačná prenosovú sústava, a.s.
· ELES – ELES, d.o.o.
· REE - Red Eléctrica de España S.A.U.
· Svenska Kraftnät - Affärsverket Svenska Kraftnät
· SONI System Operator for Northern Ireland Ltd. 
	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



	ENTSO-E aisbl | Rue de Spa, 8 | 1000 Brussels | info@entsoe.eu | www.entsoe.eu | @entso_e			28

image1.png
European Network of
Transmission System Operators e n S O

for Electricity





