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se—as—ngs—)—'FheLdocument prowdes a methodology for a co- optlmlsed aIIocatlon process of cross-
zonal capacity for the exchange of balancing capacity or sharing reserves (hereafter referred to as “CO
CSZEA—methodology for co-optimised allocation™) in accordance with Article 40 of Commission
Regulation (EU) 2017/2195 establishing a guideline on electricity balancing (hereafter referred to as “EB
Regulation™).

(2) The CO-CZCA-methedelegymethodology for co-optimised allocation takes into account the general

principles and goals set in the EB_RegulationGL, the Commission Regulation (EUC) 2017/1485 of 2
August 2017 establishing a guideline on electricity transmission system operation (hereafter referred to
as the “SO Regulation”), 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™) as well as Regulation (EU) 2019/943 of the European Parliament and of Council of 5 June
2019 on the Internal Market for Electricity (recast) (hereafter referred to as the “Electricity Regulation™)
as well as Commission Regulation (EC) No 543/2013 of 14 June 2013 on submission and publication of
data in electricity markets and amending Annex | to Regulation (EC) No 714/2009 of the European
Parliament and the Council (hereafter referred to as the “Transparency Regulation™).

(3) The €o-cZCSA-methodology for co-optimised allocation takes into account the general principles, goals

and other methodologies set out in the EB Regulation. The goal of the EB Regulation is the integration
of balancing markets while contributing to operational security. To facilitate this goal; while-contributing
to-operational-security;-it is necessary to integrate balancing markets and to promote the possibilities for
exchanges of balancing services. Additionally, Article 40 of the EB Regulation formulates the
requirements for a methodology for a co-optimised allocation process of cross-zonal capacitySZ& for the
exchange of balancing capacity or sharing of reserves.




{53(4) The €O0-CZEA-methodology for co-optimised allocation generally contributes to the achievement of
the objectives stated in Article3 of the EB Regulation. In particular, this SO—CZCA
methodelegymethodology for co-optimised allocation serves the following objectives of the EB
Regulation:

{b}(a) The €6-CZCA-methodology for co-optimised allocation serves the objective of fostering

effective competition, non-discrimination and transparency in balancing markets as stated in
Acrticle 3(1)(a) of the EB Regulation by defining the principles to-establish-a-balancing-capacity
cooperation;on using the co-optimisation allocation process and how to notify it as described in
Acrticles 3 and 4, 14 of this CO-CZCA-methodeoloegymethodology for co-optimised allocation;

{e)(b) The €0-CZCA-methodology_for co-optimised allocation facilitates the objective for the
integration of the balancing markets and promoting the possibilities for the exchanges of
balancing services while using market-based mechanisms and contributing to operational
security as stated in Article 3(1)(c) and Article 3(2)(d) of the EB Regulation, by means of
defining the rules for the procurement of the balancing capacity, through the allocation for the
balancing capacity market, together with and at the same time as the allocation of cross-zonal
capacity of the day-ahead energy market, as detailed in Articles 6 and 8 of this CO-CZCA
methodology for co-optimised allocation;

{ei(c) The €O-SZEGA-methodology for co-optimised allocation ensures that the development of the
day-ahead market is not compromised in accordance with Article 3(2)(e) of the EB Regulation
as itis-specified-in-Articles 5-and-10-of this CO-CZCA-methodology for co-optimised allocation
specifies in Articles 5 to 9 how co-optimisation shall be effectively integrated in the single day-
ahead coupling (hereafter referred to as “SDAC”) process. Additionally, Article 13 introduces an
implementation impact assessment which takes into account impacts on the SDAC and provides
information and sufficient time for the future implementation of the co-optimised cross-zonal
capacity allocation process W|th|n the SDAC alqorlthm, ,—the@ZGemss—zemLe&paeﬁ%aHeeated




{e)(d) The €6-6ZCA-methodology for co-optimised allocation ensures that the procurement of
balancing services is done in a fair, objective, transparent way and uses the market-based
mechanisms as stated in Article 3(1)(e) of the EB Regulation. This C6-CZEA-methodology for
co-optimised allocation sets in Articles 8, 9 and 14 how the market value and volume, as well as
the offered volumes and prices, are determined:;

H(e) The co-cZEA-methodology for co-optimised allocation aims at respecting the responsibility
assigned to the relevant Transmission System Operators (hereafter referred to as “TSOs”)FSOs
in order to ensure system security, including as required by national legislation in accordance
with Article 3(2)(f) of the EB Regulation by establishing the maximum limitations for the

application of co-optimised cross-zonal allocation te—be—applied—bythebalancing—capacity
cooperation-as is defined in Article 6 of this CO-CZCA-methodology for co-optimised allocation;

(f) The €6-CZSA—methodology for co-optimised allocation takes into consideration agreed
European standards in accordance with Article 3(2)(h) of this methodology based on the single
day-ahead market time unit defined within the CACM Regulation and uses the optimisation
resolution from the market coupling operator function, as specified in Articles 3, 5, 7, 8 and 9 of
this CO-CZCA-methodology for co-optimised allocation;

() The methodology for co-optimised allocation enhances efficiency of balancing as well as
efficiency of European and national balancing markets in accordance with Article 3(1)(b) of the
EB Regulation by allowing an allocation of cross-zonal capacities which aims to optimise the
total economic surplus of both, SDAC and balancing capacity procurement, leading to a more
efficient procurement of balancing capacities in the day-ahead timeframe;

(h) The methodology for co-optimised allocation is contributing to the efficient long-term operation
and development of the electricity transmission system and electricity sector in the Union, while
facilitating the efficient and consistent functioning of day-ahead, intraday and balancing markets
in accordance with Article 3(1)(d) of the EB Regulation by allowing a 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 at a day-ahead timeframe, as
specified in Article 7, 8 and 9 of this methodology for co-optimised allocation;

{g}(i) The methodology for co-optimised allocation does not negatively impact the objectives in
accordance with Article 3(1)(f) and (g) and (2)(a), (b), (c) and (g) of the EB Regulation.

In conclusion, the CO-CZEA-methodology for co-optimised allocation meets the objectives of the EB
Regulation.




Article 1
Subject matter and scope
(1) AHFSOstay-dewnirtThis CO-CZSA-methodology for co-optimised allocation specifies how to allocate

cross-zonal capacity €Z&-for the exchange of balancing capacity or sharing of reserves, which is based
on the actual market values of €ZC&-cross-zonal capacity for the exchange of energy and for the exchange

of balancing capacity or sharing of reserves.

3)>-The alecation-of CZC-applicationying the-of co-optimised cross-zonal allocationation-methodeology is a
voluntary-initiativesubject to a proposal for application, which may be developed by two or more TSOs
at their own initiative or at the request of their relevant regulatory authorities in accordance with
Acrticle 38(1) of the EB Regulation and subject to approval by the competent requlatory authoritiesis

{53(3) The methodology for the application of co-optimised cross-zonal allocation the-aloeation-6f-CZC
using-the-co-eptimisation-methedology-shall include the bidding zone borders, the market timeframe, the
duration of application and the detailed description of a methodology to be applied_in accordance with
Avrticle 38(2)(a) of the EB Regulation.

6)(4) AH-Two or more TSOs within-balaheing-capacity-cooeperation-exchanging balancing capacity by
applying the-co-optimised cross-zonal allocation CO-CZECA-methodelogy-shall establish-use a common

and harmonised set of rules and processes for the exchange and procurement of balancing capacity
pursuant-tein accordance with Article 33 of the EB Regulation, and respecting the requirements set out
in Article 32 of the EB Regulation.

{8}(5) The propesal-fera-list of standard products for balancing capacity for frequency restoration reserves
and replacement reserves is subject to the methodology pursuant to Article 25(2) of the EB Regulation is
and out of the scope of this CO-CZ&A-methodology for co-optimised allocation-ane-wit-be-treated-ina

Seoomisdoctent,




Article 2
Definitions

(1) For the purposes of this CO-CZEA-methodology for co-optimised allocation, the terms used shall have
the meaning given to them in Article 2 of the Electricity Regulation, Article 2 of the Transparency
Regulation, Article 2 of the CACM Regulation, Article 3 of the SO Regulation and Article 2 of the EB
Regulation.

(2) The following definitions shall also apply:

end-time:‘Bid aggregating interface’ means an tool which collects balancing capacity bids,
balancing capacity demand and possible limitations for the exchange of balancing capacity and
sharing of reserves from balancing service providers and TSOs, aggregates data and forwards the
relevant information to the market coupling operator function. The bid aggregating interface can
either be operated by a TSO or an entity to which a TSO delegated such tasks.

(b) ‘Cross-zonal capacity allocation optimisation function’ means the price coupling algorithm’s
functionality that optimises the allocation of cross-zonal capacity €Z2S-between SDAC and

balancing-capacity-markets—apphed-for-the-alocation-of CZCfor-the exchange of balancing

capacity or sharing of reserves.

(c) ‘Economic surplus from the exchange of balancing capacity or sharing of reserves’ means the
sum for the relevant time period 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. Surplus for balancing service
providers being the difference between the price of the accepted bids and the clearing price per
capacity unit multiplied by the accepted capacity volume of the bid. Surplus for TSOs being the
difference between the technical price limit and the clearing price per capacity unit multiplied by
the volume of balancing capacity demand.




(3) In this €O-€ZCA-methodology for co-optimised allocation, unless the context requires otherwise:

(a) the singular indicates 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 CO-CZCA-methodology for co-optimised allocation;

(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;

(d) any reference to an Article without an indication of the document shall mean a reference to this
co-cZcA-methodology for co-optimised allocation.

Article 3

Principles ef-each-balancing-capacity-cooperation-for applying this-co-optimised cross-zonal
capacity allocation €O-CZCA-methodelogy

(1) The co-optimised allocation process shall be integrated within the SDAC algorithm and shall allocate
cross-zonal capacities for the exchange of standard balancing capacity products or sharing of reserves
following the objective in Article 9(2).

£33(2) The contracting period of standard balancing capacity bids exchanged with the application of co-
optimisation shall be equal to or a multiple of the day-ahead market time unit and shall be less or equal
to the total amount of day-ahead market time units of the concerned day24-heurs.

{43(3) The balaneing—capacity—validity period of bids from standard balancing capacity bids—products
exchanged-with-the-coneeptofused for co-optimisedatien cross-zonal allocation shall be equal to the day-
ahead market time unit.

{53(4) The settlement of the standard balancing capacity bids with the balancing service providerBSPs for

where co-optimised cross-zonal allocation is applied each-balancing-capacity-cooperation-applying-this
CO-CZCA-methedelogy-shall be based on cross-border marginal pricing (pay-as-cleared).




(5) Cross-zonal capacities for the exchange of standard balancing capacity products or sharing of reserves

from co-optimised cross-zonal allocation shall be exclusively provided to the respective platform,
pursuant to Articles 19 to 21 of the EB Regulation, of the product they were allocated for.

{A(6) The process of releasing allocated cross-zonal capacity €Z&-for the exchange of balancing capacity
or sharing of reserves in accordance with Article 10(2) shall be coordinated between the balancing energy
platforms_pursuant to Articles 19 to 21 of the EB Regulation.

Article 4
Notification process for the use of the co-optimised allocation process

Each balaneing—capacity—cooperationT SO intending to applying this—co-optimised cross-zonal allocation
CO-CZCA-methodelogy-shall notify TSOs of the same synchronous area three (3) months prior to entering

into operationbefere-the-application 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 ene-threel months
prior to entering into operation. Theis announcement on the ENTSO-E website shall include a detailed
description of the specifications in accordance with EB Article 38(2) as well as balancing—capacity
eeeperatten—speemeattens—the type of preduet—f-e;standard balancmg capacny product WhICh will be
exchanged or shared;
aHecation-of CZC:-and foreseen date of entry |nto operatlon

Article 5
The timeframe of the co-optimised allocation process

(1) The co-optimised cross-zonal allocation process te-for allocatinge cross-zonal capacity €Z&-for the
exchange of balancing capacity and sharing of reserves shall include the following consecutive timings:

(@) The gate closure tlme for the submlssmn of all standard acnd—mteg;ated—balancmg capacity bids

Fespeetwe—market—epetatere and the balancmd capacnv demand shaII be equal to the smgle day-
ahead coupling gate closure time_pursuant Article 47(2) of the CACM Regulation.

(b) For TSOs ef-balancing-capacity-cooperation-applying a central dispatching model and applying
co-optimised cross-zonal allocation, the gate closure time for the submission of the integrated

scheduling process bids that are converted to the standard balancing capacity bids shall be defined
in the national terms and conditions pursuant to Articles 24(5) and 24(6) of the EBGL Regulation.

(c) Notification to balancing service providers of selected standard balancing capacity bids shall be
dene-made no later than one hour after the publication of SDAC results.

(2) The co-optimised cross-zonal allocation process te-for allocateing cross-zonal capacity €Z&—for the
exchange of balancing capacity and for sharing of reserves shall include the following consecutive steps:

(a) Standard and-integrated-balancing capacity bids and the balancing capacity demand shall be
submitted to the respective bid aggregating interface market-operator{s}-unti-by the gate closure




time of balancing capacity bids in accordance with Article 5(1)(a)—ef—this—CO—CZCA
methodelogy.

(b) For TSOs efabalancing-capacity-cooperation-applying a central dispatching model and applying
co-optimised cross-zonal allocation, balancing service providerBSPs may submit only integrated

scheduling process bids (instead of standard balancing capacity bids), which may-shall be
converted, where-as far as possible, into standard upward and/or standard downward balancing
capacity bids by the econnecting-respective TSO, in accordance with Article 27 of the EB
Regulation. These converted bids shall be submitted in accordance with paragraph (a).

(c) After the gate closure time-ef-al-submitted-bids, the market-operatorsrespective -bid aggregating
interface shall convert the bids into seller-a supply;-buyer and-demand-curves per bidding zone
for the exchange of balancing capacity or sharing of reserves.

(d) The balaneing-capacity-market-operatorsrespective -bid aggregating interface shall send to the

market coupling operator function per product, per direction and per bidding zone:

the aggregated seHersupply curves for the exchange-efrespective standard balancing
capacity er-sharing-efreservesproducts;

the aggregated-buyereurvesofthe TSOs” demand balancing-capacity-demand-based-for
the exchange-ofrespective standard balancing capacity product;

the aggregated-buyertrajectoriestolerance band for eurves-efthe reduced TSO balancing

HEIv.

VAV

capacity demand dependent on the available cross-zonal capacities, based on sharing of
reserves agreement of two or more TSOs to be applied with the co-optimised allocation

process;
—taekading-the minimum local reserve requirements; and

and—if necessary additional ©ZC—cross-zonal capacity allocation limitations_in
accordance with Article 6.

(e) The deadline for sending the data of Article 5(2)(d) ef-this-CO-CZCA-methodelogy-equals the

deadline for sending the aggregated supply and demand curves of the day-ahead market bids.

{hy(f) _ The market coupling operator function shall send the allocated cross-zonal capacity for the

exchange of balancing capacity or sharing of reserves €ZC-ir-acecerdance-with-Article Sy HH

ofthis-CO-CZCA-methedeology-to each TSO applying co-optimised cross-zonal allocation
without undue delaybalancing-capacity-cooperation.




{5(q)  The TSOs applying co-optimised cross-zonal allocation
shall clear the respective balancing capacity market, using the capacity procurement optimisation
function pursuant to Article 33(3) of the EB Regulation, respecting the allocated €Z&-cross-zonal

agacrty for the exchange of baIancrng capacrty or sharmg of reserves. Fhe—F+SOs—ef-each

§y(h) Each TSO applying co-optimised cross-zonal allocation Fhe—FSOs—of-each—balaneing
capacity-cooperation-shall notify the respective balancing energy platforms, pursuant to Articles

19, 20 and 21 of the EB Regulation, sene-te-the-capacity-management-moedule-about the allocated

CZC-cross-zonal capacity volumes of each bidding zone border for each balancing capacity
product in each direction.

Article 6
The process to define the maximum volume of allocated cross-zonal capacity for the
exchange of balancing capacity or sharing of reserves

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 cross-zonal capacity available for SDAC; and

(b) within the proposals 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 Requlation, and in particular
ensure effective competition, non-discrimination and transparency in balancing markets.




{4)(2) The exchange of balancing capacity or sharing of reserves as determined by the cross-zonal capacity
allocation optimisation function shall, in addition to the limits defined in accordance with paragraph 1,
be limited also by the rules for the exchange of FRR and RR in accordance with Article 157(2)(q), Article
167 and Article 169 of the SO Regulation.

Article 7
Determination of the actual market value of cross-zonal capacity for the exchange of energy
in SDAC

(1) The actual market value of cross-zonal capacity €Z&-for the exchange of energy shall_be:

(a) eensiderthe change of economic surplus acress-al-the-biddingzenes-offor the SDAC;
(b) be-defined per day-ahead market time unit; and

(c) be-calculated based on the actual bids for the exchange of energy submitted to the SDAC.

(2) In accordance with paragraph 1(a), Fthe actual market value of cross-zonal capacity SZ&—for the

exchange of energy between all bidding zones of the SDAC shall be calculated based on the ireremental

change of economic surplus efor the SDAC eensisting-of the-sum-of producersurplus-consumersurplus;
and—eengesﬂen—meemedepenqu on the availability of cross-zonal capacity.

Article 8
Determination of the actual market value of cross-zonal capacity for the exchange of
balancing capacity or sharing of reserves

(1) The actual market value of cross-zonal capacity €ZC-for the exchange of balancing capacity or sharing
of reserves between all bidding zones where co-optimised cross-zonal allocation is applied ef-the

balancing-capacity-cooperation-shall be:

() the change of economic surplus from the exchange of balancing capacity or sharing of reservesef

I ire balanci . : ion:
(b) defined per the day-ahead market time unit;

(c) calculated per product and per direction, separately; and

(d) calculated based on the standard upward balancing capacity bids or standard downward balancing
capacity bids submitted to the capacity procurement optimisation function pursuant to
Article 33(3) of the EB Regulation; and

{e)(e) calculated based on TSOs’ demand;

(2) In accordance with paragraph (1)(a), Fthe actual market value of cross-zonal capacity SZC—for the
exchange of balancing capacity or sharing of reserves between all the bidding zones where co-optimised
cross-zonal allocation is applied efthe balancing-capacity-coeperation-shall be calculated as-based on the
change in-the-tetatof economic surplus from the exchange of balancing capacity or sharing of reserves-ef

the-balanecing-capacity-—cooperation, resulting from the inerementalinereasechange of available Z€
cross-zonal capacities allocated for the exchange of balancing capacity or sharing of reserves. Fhe




arm%mmmrse%h&eespe#preeureme%ef—balanemgaapaenyThe TSOs shaII not put a price on their

demand used for co-optimised cross-zonal allocation. TSOs may increase their demand to include the
capacity from an indivisible bid, if such an increase would decrease the overall procurement costs for the
respective standard balancing capacity product.

(4) If the demand for a standard balancing capacity product of TSOs in a region where co-optimised cross-
zonal capacity allocation is applied exceeds the available amount of bids for the relevant standard
balancing capacity product, while taking into account the maximum volume of allocated cross-zonal
capacity for the exchange of balancing capacity or sharing of reserves in accordance with Article 6, a
fallback procedure shall apply. Such fallback procedure shall be described in the proposal pursuant to
Avrticle 33(1) of the EB Regulation. A-If a TSO demand ef-for a standard balancing capacity product per

bidding zone that-exceeds the available amount of locally submitted balaneing—eapacity-bids in the

blddlng zone for the respectlve standard balancmq capaC|tv product shaHJBea—pHee—sensrmfeLdemand

nd e-the total-available BC bid : apa 0ope e-sufficientbut the fallback
procedure is not requwed the co- optlmlsed Cross- zonal aIIocatlonGZGA—epH#HsaHen—rs—sH# shall be
performed._To calculate the change of economic surplus from the exchange of balancing capacity or
sharing of reserves in such a case, the technical price limit shall be used as a fictional clearing price in
case of insufficient local bids.

Article 9
Determination of the allocated volume of cross-zonal capacity for the exchange of balancing
capacity or sharing of reserves

(1) The allocation of cross-zonal capacity €Z&-for the exchange of balancing capacity or sharing of reserves
is determined simultaneously with the cross-zonal capacity €Z2C-allocation for the exchange of energy
by the cross-zonal capacity allocation optimisation function-ef-the SBAC.

(2) The objective funetion—of the cross-zonal capacity allocation optimisation function SBAGC—with-the
implementation-ef CO-CZCA-methodelogy-shall be the maximisation of the total-economic-surplusfor
the-sum of economic surplus for SDAC the-exchange-of-energy-and the economic surplus from the
exchange of balancing capacity or sharing of reserves per trading day.

(3) The eross-zonal-capacity—aHocation—optimisation—reselutiontime interval for the determination of the
allocation of cross-zonal capacity &ZC-for the exchange of balancing capacity and sharing of reserves
eguals-the-cross-zonal-capacity-allocation-optimisationreselutionis the same the time interval as for the
resolution of the SDACday-ahead-market-coupling-function.

(4) Each marginal volume of cross-zonal capacity ©Z&-shall be allocated to the exchange of energy in case
the market value of cross-zonal capacity €ZS-for the exchange of balancing capacity or sharing of
reserves pursuant to Article 8 is lower or equal to the market value of cross-zonal capacity €2&-for the
exchange of energy pursuant to Article 7.




(5) Netting for cross-zonal capacity SZC-allocated to the exchange of balancing capacity or sharing of
reserves is not possible between:

() standard upward and downward balancing capacity bids;
(b) standard balancing capacity bids from different balancing capacity products;
(c) astandard balancing capacity bid and a day-ahead market bid; and

{e)(d) bidding zone border directions in case of sharing of reserves.

{6)-For applying co-optimised cross-zonal capacity allocation, the MCO function requires Fthe additional

inputs listed under Article 5(2)(d).-of the-cross-zonal-capacity-alocation-eptimisationfunction-are:

£5(7) When applying co-optimisedFhe-eutputs-efthe cross-zonal capacity allocation-eptimisation-function

are, the MCO function shall produce the following additional outputs:

{e)(a) allocated volumes of cross-zonal capacity €Z&-for the exchange of the relevant standard
balancing capacity product per bidding zone border in each direction;

{H(b) allocated volumes of cross-zonal capacity €Z&-for sharing of reserves per standard balancing
capacity product and bidding zone border in each direction.

Article 10
Firmness regime for the allocation of cross-zonal capacity

| (1) The allocated cross-zonal capacity €Z&-for the exchange of balancing capacity or sharing of reserves
shall be firm at the publication of the SDAC results.

(2) According to Article 38(4) of the EB Regulation, cross-zonal capacity allocated for the exchange of
balancing capacity or sharing of reserves shall be used exclusively for the product where it was allocated
for, being frequency restoration reserves with automatic activation, frequency restoration reserves with
manual activation or replacement reserves. In accordance with Article 38(9) of the EB Regulation, itf the
CZC-cross-zonal capacity allocated for the exchange of balancing capacity or sharing of reserves has not
been used for the associated exchange of balancing energy-by-the-respeetiveFSOs, it shall be released
for the exchange of balancing energy with shorter activation times or for operating the imbalance




(3) The procured balancing capacity bids, pursuant to Article 33(3) of the EB Regulation, shall be firm after

the capacity procurement optimisation function operated by TSOs
cooperation.

(4) In the event of force majeure or emergency situations, curtailment of cross-zonal capacities which were
allocated using the 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 Article 40(3) 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.

(5) Costs of ensuring firmness of cross-zonal capacity allocated for the exchange of balancing capacity or
sharing of reserves shall include follow up costs of ensuring firmness of procured balancing capacity bids
in accordance with paragraph 3, 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.

{43(6) The costs of ensuring firmness shall be shared in accordance with the regional methodologies
developed in accordance with Article 74 of CACM Regulation and Article 76 of the SO Regulation for
cases which are within the scope of these methodologies.EC-Regulation2015/1222-

Any costs of
ensuring flrmness which are out5|de the scope of the methodolomes referred to in paragraph 6, shall be

borne by the relevant-TSOs mmngeel—m eguestlng theis curtailment. Iheseeest&meluele#reeddmeﬂal

Article 11
Pricing of cross-zonal capacity

(1) Each-balancing—capacity—cooperationTSOs allocating ©Z6—cross-zonal capacity for the exchange of

balancing capacity or sharing of reserves applying the CO-CZEA-methodology for co-optimised
allocation shall calculate the cross-zonal capacity &Z&-price for the volume of cross-zonal capacity €26
that is allocated for the exchange of balancing capacity or sharing of reserves.

(2) In case of coordinated net transmission capacity (cNTC) allocation, Fthe GZG-cross-zonal capacity price
resulting from the allocation of cross-zonal capacity €Z&-for the exchange of balancing capacity or
sharing of reserves applying the €6-CZCA-methodology for co-optimised allocation shall correspond
for each direction to the difference between the marginal prices of the procured standard preduet
balancing capacity product in each direction on each side of the bidding zone border.

2)(3) In case of flow-based allocation, the cross-zonal capacity price resulting from the allocation of cross-
zonal capacity for the exchange of balancing capacity or sharing of reserves applying the methodology




for _co-optimised allocation shall be based on shadow prices of critical network elements for each
direction of the procured standard balancing capacity product.

Article 12
Sharing of congestion income from cross-zonal capacity

The congestion income coming from the application of this €O-CZCA-methodology_for co-optimised
allocation will be considered as day-ahead congestion income and as such shall be shared in accordance with
the methodology of Articles 73 of the CACM_Regulation and in accordance with Article 40(3) of the EB
Regulation.

Article 13
Implementation timeline

(1) By ene—yeareighteen (18) months after approval of this CO-CZCA-methodology for co-optimised
allocation, all TSOs shall publish on the ENTSO-E website an implementation impact assessment and
notify ACER_and regulatory authorities. The implementation impact assessment shall be prepared in
cooperation with all nominated electricity market operators and its progress and content shall be regularly
reported to ACER and regulatory authorities until publication.

(2) The implementation impact assessment shall at-teast-inetudeaddress:

(a) gSovernance of the €ZC&-cross-zonal capacity allocation optimisation function;

(b) tFechnical feasibility of the implementation of the €ZCA-—cross-zonal capacity allocation
optimisation function;

(c) fFlow-based compatibility;

(d) cSompatibility with the methodology for the price coupling algorithm and the continuous trading
matching algorithm_pursuant to Article 37 of the CACM Regulation;

(e) i+mpact analysis on the operational security of the interconnected transmission system;

(f) H=evel of linkage between standard balancing capacity bids in time and between products and
between standard balancing capacity bids and day-ahead market bids;

(g) Fhe-the reasoning for the separate procurement step performed by TSOs to clear the balancing
capacity market, after the co-optimised allocation of cross-zonal capacitiestwe-steps-approach;
and

(h) cCosts estimation, categorisation and sharing.

3 By oene-two years after the approval of this methodoloqy for co- optlmlsed allocatlonsabheauenﬂf—me

@(h}ef—paragmph%eﬁhm#rﬂele all TSOs shall send the eemmen-new set of requwements e#for th

price coupling algorithm for—ce-optimisation—pursuant to Article 58(3)-of EB-Regulationto-ACER
and8(2)(a) of the CACM Regulation to all nominated electricity market operators—desighated—in

aceordonepuith-Arbicle oo the CAC M Reclalion, All TSOs shall publish ep-the=hmS0-=apebsiio




@)

2

@)

(4)

Q)

(6)

the eemmon-newly submitted set of requirements on the ENTSO-E website

Article 14
Publication

All TSOs shall publish the CO-CZCA-methodology for co-optimised allocation without undue delay after

a decision has been adopted by the Ageney-forthe-Cooperation-of Energy-RegulatorsACER in accordance
with Article 5(2) of the-ACER-Regulation (EU) 2019/942 of the European Parliament and of Council of

5 June 2019 establlshlnq a European Union Agency for the Cooperation of Enerqv Requlators (recast)ﬂlE

Each TSO applying co-optimised cross-zonal allocation part-ef-a-balanecing-capacity-cooperation-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 hour after the results of the
procurement have been notified to the bidders, pursuant to Article 12(3)(f) of the EB Regulation.

Each TSO applying co-optimised cross-zonal allocation part-ef-a-balaneing-capacity-cooperation-shall
publish information in accordance with Article 12(3)(h) of the EB Regulation on the allocation of €ZC€

cross-zonal capacity for the exchange of balancing capacity or sharing of reserves pursuant to
Acrticle 38(1)(a) of the EB Regulation, as defined in Article 5(1)(a) ef-this-CO-CZCA-methodology
without undue delay and no later than 6 hours before the use of the allocated cross-zonal capacityGZE,
including the:

(a) date and time when the decision on allocation was made;
(b) period of the allocation;
(c) volumes allocated; and

(d) market values used as a basis for the allocation process, in accordance with Article 39 of the EB
Regulation.

Each TSO applying co-optimised cross-zonal allocation part-ef-a-balanecing-capacity-cooperation-shall

inform on the use of allocated cross-zonal capacity €Z&-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 week
after the use of allocated cross-zonal capacitySZ&, 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;
(b) volume of released cross-zonal capacity for subsequent timeframes per market time unit; and

(c) estimated realised costs and benefits of the allocation process.

Each TSO intending to apply co-optimised cross-zonal allocation part-ef-balancing-capacity-cooperation
shall publish the approved methodologyies in accordance with Article 38(1) of the EB Regulation at least

one-three months before its application-pursuantto-Article-12(3){j-of the- EB-Regulation.

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




or balancing energy 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 5937 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) Directive—2009/72/EC—and pursuant to
Avrticle 12(5) of the EB Regulation.

Article 15
Language

The reference language for this CO-CZEA-methodology for co-optimised allocation shall be English. For the
avoidance of doubt, where TSOs need to translate this CO-CZSA-methodology for co-optimised allocation
into their national language(s), in the event of inconsistencies between the English version published by all
TSOs in accordance with Article 7 of the EB Regulation and any version in another language, the relevant
TSOs shall be obliged to dispel any inconsistencies by providing a revised translation of this CO-CZCA
methodology for co-optimised allocation to their relevant regulatory authorities.




