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Whereas

(1) This document provides a methodologyfora market-based allocation process of cross-zonal«

capacity for the exchange of balancing capacity or sharing of reserves (hereafter referred to *

as the “methodology for market-based capacity allocation”)in accordancewitharticle=41(1)

Y,
29—1_Lestablishing

A

of—t‘he‘Commission Regulation (EU)2017/2195 of 23 November

s

a guideline on electricity balancing_(hereafter referred to as the “EB Regulation”) for the
geographicarea covering the Core capacity calculation region (hereinafter referred to as the
“Core CCR”) as defined in accordance with Article 15 of Commission Regulation (EU)
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(2) The methodology for market-based capacity allocation takes into account the general
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principlesand goals set outin the EB Regulation as well as Commission Regulation (EU)
2017/1485 of 2 August 2017 establishing a guideline on electricity transmission system
operation (hereafterreferredtoas the “SO Regulation”), the CACM Regulationand Regulation
(EU) 2019/943 ofthe European Parliament and ofthe Council of5June 2019 onthe internal
market for electricity (hereafter referredto as the “Electricity Regulation”).

The Transmission System Operators of the Core CCR (hereafter referred to as the “TSOs”)
intend to exchange balancing capacity and plan for that reason to develop common and
harmonised rules and processes for this exchange and procurement in accordance with Article
33 of the EB Regulation. To secure this exchange of balancing capacity, the TSOs intend to
submit an application proposal in accordance with Article 38(1) of the EB Regulation to
allocate cross-zonal capacity across timeframes using the market-based allocation process
pursuant to Article 41 of the EB Regulation. This methodology shall define the details of a
market-based cross-zonal capacity allocation process.

(4) This methodology for market-based capacity allocation is based on an optimisation process
that seeks to maximise the sum ofactual economic surplus from the procurementof balancing
capacity or sharing of reserves and the forecasted estimation of economic surplus for the
single day-ahead coupling. Consistent with the EB Regulation's aims as statedin its Article 3,
this optimisation process enhances the efficiency ofbalancing and of European and national
balancing markets. The pricing method, the firmness regime and the sharing of congestion
income for cross-zonal capacity thathas been allocated for the exchange of balancing capacity
ensures equal treatment with cross-zonal capacity allocated for the exchange ofenergy.

The optimisation process used to allocate cross-zonal capacity effectively trades off the use of
cross-zonal capacity for the exchange of balancing capacity or sharing of reserves with the use
of cross-zonal capacity for the exchange of energy in the day-ahead market. The forecasted
market value of cross-zonal capacity for the exchange of energy thatis used inthis processis
calculated based on preliminary flow-based cross-zonal capacity results calculated in
accordance with the day-ahead capacity calculation methodology pursuant to Article 20 of
the CACM Regulation for the relevant trading day and a day-ahead order book from a
reference day. The value of cross-zonal capacity for the exchange of balancing capacity is
calculated within the optimisation process itselfand formed by the actual balancing capacity
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bids submitted by the balancing service providers (“BSPs”). The TSOs will, as part of this
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allocation processes’ implementation, collectinformation on and review the accuracy and

efficiency of the forecasting methodology used. This review will include a comparison of the

forecasted and actual market values of cross-zonal capacity for the exchange of energy.
1.(6) This methodology for market-based capacity allocation generally contributes to

achievingthe achievement of the objectives statedin-articleof Article 3 of the EB- Regulation.
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In particular, thisthe methodology for market-based capacity,allocation serves the following

objectives-ofthe EBRegulation:
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1.

For the purposes of the methodology for market-based capacity allocation, terms used in this

methodology formarket-based-allocation the-terms-usedshall have the definition-given-to-them-in
artidlemeaning of the definitions included in Article 2 of the EB Regulation, Article 3 of the
SO Regulation andArticle 2 of the CACM Regulation, Article 2 ofthe Commission Regulation (EU)
2019/9432016/1719 of 26 September establishinga guideline on forward capacity allocation
(hereafterreferred to as the “FCA Regulation”), Article 2 of the Electricity Regulation, Article 2 of
the Commission Regulation (EU)No 543/2013 of 14 June 2013 on submission and publication of

datainelectricity markets andamending Annex | to Regulation (EC) No 7 14/2009'

Parliament and of the Council e£5June 2019 on-the internalmarketforelectricityarticle 2of the
(hereafter referredto as "Transparency Regulation,article 2-ofthe CACM Regulationarticle 3-ofthe
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market timeframe for the exchange of balancing capacity or sharing of reserves;

(c) ‘economicsurplusfrom the exchange of balancingcapacity or sharingof reserves’ means
the sumforthe relevant time period of (i) the TSOs’ s urplus for the exchange of balancing
capacityorsharing of reserves, (ii) the BSPs’ surplus for the exchange of balancingcapacity
or sharing of reserves and (iii) the congestion income. The surplus for BSPs is the
difference between the balancing capacity price and the prices of the accepted balancing
capacity bids multiplied by the accepted volume of the balancing capacity bids. The
surplus for TSOs is the difference between the technical price limit and the balancing
capacity price multiplied bythe volume ofthe TSOdemand;

1 Formatted: Justified, Line spacing: Multiple 1.08 li,
| Numbered + Level: 2 + Numbering Style: a, b, c, ... + Start

: Left + Aligned at: 1.27 cm + Indent at:

(d) ‘positive forecast error’ meansanunderestimationin percent per day ahead market time
unit of the initial forecasted market value of cross-zonal capacity for the exchange of at: 1 + Alignment
energy.; 1.9 cm
. X . . . [ Formatted: Font
(e) ‘Pre-finalday-ahead capacitydomain’is the preliminary output of the day-ahead capacity Kingdom)
calculation after validation butbefore consideringlong-term capacity nominations. [ Formatted: Font
Kingdom)

: +Body (Calibri), 11 pt, English (United

t)(f)_'reference day’ means the day which is used to define the forecasted market value of«

| Formatted: Font
| Kingdom)

cross-zonal capacity for the exchange of balancingcapacityorsharing efreservesenergy;

: +Body (Calibri), 11 pt, English (United ]
: +Body (Calibri), 11 pt, English (United ]

i1 0 cm + Indent at:

| Formatted: Justified, Numbered + Level: 1 + Numbering
il Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left + Aligned af

t
0.63 cm

Formatted: Font
Kingdom)

: +Body (Calibri), 11 pt, English (United

Formatted: Font

: +Body (Calibri), 11 pt, English (United

Formatted: Font
Kingdom)

(g) ‘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

-[
[ Kingdom)
|

: +Body (Calibri), 11 pt, English (United

and definedperschedulingareaand biddingzonein accordance with Article 32(1) of the
EB Regulation.

at: 1 + Alignment
19 cm

{ Formatted: Justified, Line spacing: Multiple 1.08 li,
Numbered + Level: 1 + Numbering Style: a, b, c, ... + Start

: Left + Aligned at: 1.27 cm + Indent at:

| Formatted: Font

Kingdom)

: +Body (Calibri), 11 pt, English (United

(@) the singularindicatesalso includes the plural and vice versa;

(b) the table of contents and headings are inserted for convenience only and do not affect Kingdom)

: +Body (Calibri), 11 pt, English (United

Formatted: Font

the interpretation of this methodology-fermarket-based-allocation; 1 Kingdom)

[ Formatted: Font

(c) any reference to cross-zonal capacities shall include also the reference to allocation
constraints as applied in the respective capacity calculation methodology pursuant to

at: 1 + Alignment
1.9 cm

Formatted: Justified, Line spacing: Multiple 1.08 i,
Numbered + Level: 1 + Numbering Style: a, b, c, ... + Start

: Left + Aligned at: 1.27 cm + Indent at:

Article 20 of the CACM Regulation; /
f)(d) any reference to legislation, regulations, directives orders instrumentscodesregulation, «;

Kingdom)

| Formatted: Font:

+Body (Calibri), 11 pt, English (United

directive, order, instrument, code or any other enactment s hallinclude any modification,
extension or re-enactmentofit whenthenin force; and

Kingdom)

+Body (Calibri), 11 pt, English (United

£d(e) any reference to an Article without an indication of the document shall mean a Kingdom)

[ Formatted: Font:
[ Formatted: Font:

+Body (Calibri), 11 pt, English (United

reference to this methodologyfermarket-basedallocation.

{ Formatted: Font:

+Body (Calibri), 11 pt

.{ Formatted: Right

]
]
]
|
]
|
: +Body (Calibri), 11 pt, English (United ]
W
]
]
]
]
)

Page110f324



[ Formatted: Font: Times New Roman, 10 pt

"( Formatted: Header

{ Formatted: Font: +Body (Calibri), 11 pt
‘| Formatted: Right

Page120f324



—

- Formatted: Font: Times New Roman, 10 pt ]

Market-based allocation process of cross-zonal capacity for the exchange of balancing
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capacity or sharing of reserves
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by the cross-zonal capacity allocation fu nction and shall determme the amount of cross-zonal
capacities to be allocated to the exchange of standard balancing capacity products or sharing of
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conditionssetoutinArticle 26 and Article 27 ofthe EB Regulation.
3. Asingle gate closure time shall apply for all balancing capacity markets where this methodology
is applied irrespective of time zone differences, such that one gate closure time shall be applied
for the submission ofall standard balancing capacity bids. This gate closure time s hall be set D-1
after the pre-final capacity calculation and before the final day-ahead capacity calculation. For
TSOs applying a geegraphicalareasharing{central dispatching model and applying this market- . [ Formatted: Font: +Body (Calibri), 11 pt ]
based methodology, the gate closure time for the submission of the integrated schedulingprocess
bids that are converted to the standard balancing capacity bids shall be defined in the national
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The cross-zonal capacity allocation function shall allow linking of bids which participate in the

market-based cross-zonal capacity allocation process in accordance with the defined linking
provisions pursuant to the methodology pursuant to Article 33(1) of the EB Regulation. Besides
the exemption pursuant to Article 7(4)(b), such links shall only be allowed within the market-based
allocation process.

All TSOs applying this market-based process shall ensure compatibility between the cross-zonal

capacity allocation function and the capacity procurement optimisation function, including the
selection of standard balancing capacity bids which determine the output of the cross-zonal

capacityallocationfunction inaccordance with Article 8(5).

According to Article 38(4) of the EB Regulation, cross-zonal capacities allocated to the exchange

ofstandard balancing capacity products orsharing of reserves where this market-based allocation
process is applied,shallbe:

(a) exclusively provided to the cross-border FRR control processes in accordance with
Article 149 ofthe SO Regulation untilall TSOs of a biddingzone border are connected
to the respective platform pursuant to Articles 20and 21 of EB Regulation;

(b) exclusively provided to the respective platform, pursuant to Articles 19 to 21 of the

EB Regulation, of the standard balancing capacity productit was allocated for, starting
from the connection of the TSOs from the concerned bidding zone border to the

respective platform.

The processofreleasing allocated cross-zonal capacity for the exchange of balancing capacity or

sharing of reserves, pursuantto Article 38(9) ofthe EB Regulation,shall be:

(a) coordinatedbythe cross-bordercontrol processinaccordance with Article 149 of the
SORegulationuntilthe connection ofthe TSOs to the platforms pursuant to Article 19
to 21 of EB Regulation;

(b) coordinated betweenthe platformsforbalancingenergy pursuantto Articles19to 21
of the EB Regulation, startingfromthe connection ofthe TSOs to these platforms.
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cross-zonal capacity allocated for the exchange of balancing capacity exsharingofreserves

availablebe 10% of cross-zonal capacity
extractionoftheparticularBZB.calculated for the day-ahead timeframein accordance with
the capacity calculation methodologies developed pursuant to Article 20(2) of the CACM

Regulation;
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(b) Atielefto resolve a situation where the limit for the maximum volume of cross-zonal

capacity allocated for the exchange of balancing capacity in accordance with paragraph
1(a)is not sufficient to satisfy TSO demandin a bidding zone, a TSO may increase the
percentage limitpursuantto paragraph 1(a) on the relevant critical network elements for
the relevant day-ahead market time units. The limit for the maximum volume of cross-
zonal capacityallocated forthe exchange of balancingcapacity shallonlybeincreased 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 s ufficient to satisfy a TSO demand, a fall-back procedure pursuant to Article 7(6)
shall beinitiated. TSOs s hall notify the regulatory authorities of the Core CCR about each
increase of the limit for the maximum volume of cross-zonal capacity allocated for the
exchange of balancing capacity above the threshold setin paragraph 1(a). This notification
shallinclude at leastthe final volumepercentage and value in MW of cross-zonal capacity
allocated for the exchange of balancing capacity and the reasons for the shortage of
balancingcapacity bidsin the importing bidding zone. The annual impactof suchincreases
shall bereported pursuant to Article 12(10)(c);

(c) ifincreases pursuantto paragraph (1)(b)occurdueto 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 the regulatory
authorities ofthe Core CCRatleast twoweeksin advance of application. This processcan
be performed repeatedly untilthe maximum limitof 20%is reached. The applied default
limits shallbe publishedin accordance with Article 12(8).

2. The exchange of balancingcapacity orsharing ofreserves shall, in additionto the limitdefinedin
accordance with paragraph 1, be limited by the rules for the exchange and sharing of reservesin
accordance withTitle 8, Chapter 1 and 2 ofthe SO Regulationthroughthe:

{ Formatted: Font: +Body (Calibri), 11 pt ]
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(a) maximum procurement volume of balancing capacity per direction for a s pecific bidding

"( Formatted: Header )

zone, ora 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
pursuantto Article 157(2)(g) ofthe SO Regulation.

Article 6

Determination of the Fereeasted-Market-Value-ofcross—zenalcapacityforthe Exchangeof
Energy

.............. [ Formatted: Font: +Body (Calibri), Font color: Text 1 ]

Iheforecasted market value of cros—zonal capaaty for the exchange of energyshallbe .- { Formatted: Font: +Body (Calibri), 12 pt, Font color: Text 1
ased a asting m d a a ulatedforin single day-ahead

1—The initial forecasted market value of cross-zonal capacity for the exchange of energy shall be

defi ned for each day-ahead M { Formatted: Font: +Body (Calibri), 11 pt )
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coupling.ltshallbecalculatedbasedon:, (Formatted: Font: +Body (Calibri), 11 pt ]
_ Thes . bodol inashad icos:

(a) shall-inelude-adjustmentfactorsorder books from the reference day, provided by the
relevantNEMOs;

(b) pre-finalday-ahead capacity domainforthe day ofthe provision of the balancing capacity
resulting from the day-ahead capacity calculation.

2. The initial forecasted market value shall be a dynamic value dependant on the amount of cross-
zonal capacity allocation for the exchange of balancing capacity and sharing of reserves. The initial
forecasted market value shall be determined onthe basis of at least:

(a) one recalculation of the single day-ahead market coupling with the inputs listed in
paragraph 1 assuming zero allocation of cross-zonal capacity for the exchange of
balancing capacity or sharing of reserves; and

(b) one recalculationwiththeinputs listed in paragraph 1 considering the maximum volume
of allocated cross-zonal capacity for the exchange of balancing capacity or sharing of
reservespursuant to Article 5.

3. The positive forecast error shall be determined by calculating the difference for each day-ahead
market timeunitandforeachrun recalculation ofthe single day ahead coupling for determining
the dynamicforecast value inaccordance with paragraph 2 between:

{ Formatted: Font: +Body (Calibri), 11 pt ]
.{ Formatted: Right ]
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(a) the initial forecasted market value of cross-zonal capacity for the exchange of energy

"( Formatted: Header )

resulting from a performed recalculation of the day-ahead market coupling based on
forecasted calculation inputs and an assumed volume of allocated cross-zonalcapacity for
the exchange of balancing capacity or sharing of reserves in accordance with paragraph
2;and

(b

the actual market value of cross-zonal capacity for the exchange of energy based onthe
actual inputs of the trading day and assuming the same volume of allocated cross-zonal
capacityforthe exchange of balancing capacity or sharingofreserves as in sub-paragraph

().

4. The adjustment factorshallbe based onthe assessment ofthe positive forecasterror andshall be
equalorhigherthan1.The adjustment factor shallbe set to a level, which would have limited the
average ofall positive forecast errors calculated pursuant to paragraph 3 over the last 30 days to

not more than 5%. Forthe calculation of the average, occurrences of negative forecast error shall
be considered as zero. The applicable adjustment factor shall be published in accordance with

Article12(4).

5. The forecasted market value for the exchange ofenergy per dayahead market time unit, shall be
equalto the product oftheinitial forecasted marketvalue pursuant to paragraph 1 and 2 and the
adjustment factorpursuant to paragraph4.

6. The defaultreferencedayshallbe:

(a) the previous working day whenever cross-zonal capacity is allocated for a working day;

and
(b) the previous weekendday or bankholiday whenever cross-zonal capacityis allocated for : Font: +Body (Calibri), 11 pt ]
aweekenddayorbank holiday (in anyofthe relevant bidding zones). : Font: +Body (Calibri), 11 pt ]
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6.9. Therulesinthismethodologyformarket-basedin single day-ahead coupling shall be performed by«
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Article 87, <
Determination of the Actual-Market\ aluemarket valueof cross-zonal capacity for the

Exchangeexchange of Balancing-Capacity-or-Sharingbalancing capacity and sharing, of
Reservesreserves,

1. Theactualmarketvalue of cross-zonal capacity for the exchange of balancing capacity or sharing=<;
of reserves between all bidding zones where thethis market-based capacity allocation
methodology is applied shallbe:
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a-(a) equalto the change of economic surplus from the exchange of balancing capacity or
sharing ofreserves per MW of cross-zonal capacity allocated;

b.(b) defined perday-ahead MTUmarkettime unit;

&(c)calculated per standard balancing capacity, product, pervalidityperiod-and perdiredion,
separately;

é(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 articleArticle 33(3) of the EB Regulation;and

based on TSO Wdemand%%mm@ng

2. In-acecordance-with-paragraph{d){a)theThe actual market value of cross-zonal capacity for the
exchange of balancing capacity or sharing of reserves between allthebidding zones, where thethis
market-based capacity allocation,methodology is applied, shall be calculated based on the change

ee) ca Iculated

guwugwuuuuguuuuugwwuul
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of economic surplus fremdue to the exchange of balancing capacity or sharing of reserves,

resulting from the change of available cross-zonal capacities allocated to the market timeframe |

forthe exchange ofbalancing capacity or sharing of reserves.,

3. ThedeterminationofthealecationThe TSOs shall not put a price on the TSOdemand used in the

market-based allocation process.

4. TSOs may increasethe TSOdemandofa certainstandard balancingcapacity productto:

(f) selectanindivisible bidifsuchanincrease would decrease the overall procurement costs
forthe respective standard balancing capacity product; or

(g) substitute alowerquality standard balancing capacity product if such substitution is based
on firm bid(s) from BSPsduring the time of the market-based process and would decrease
the combined overall procurementcosts for both standard balancing capacity productor
in case of volume shortage ofthe lower quality standard balancing capacity productand
if thereis nopossibility for a similar lower quality standard balancing capacity product to
participate directly inthe market-based process.

5. TSOs may decrease the TSO demand of a certain standard balancing capacity product in case of
sharing of reserves.

6. Ifthe demandfora standardbalancing capacity product of TSOs in a region where market-based
cross-zonal capacity allocation is applied, exceeds the available amount of bids for the relevant
standard balancing capacity product, while taking into accountthe maximum volume of allocated
cross-zonal capacity for the exchange of balancing capacity or sharing of reserves in accordance
with Article 5, a fall-back procedure shallapply. Suchfall-back procedure shall be described in the
methodology pursuant to Article 33(1) ofthe EB Regulation.

7. IfaTSOdemandfora standard balancingcapacity productper biddingzone exceeds the available
amount of locally submitted BSP bids in the bidding zone for the respective standard balancing
capacity product but the maximum volume of allocated capacity is enough to cover the deficit,
the market-based capacity allocation 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
difference betweenthe technical price limit and the marginal priceofthe importing BSP bids shall
be consideredas the change of economicsurplusofthe TSO ofthe bidding zone withinsufficient
bids. In case of insufficient local bids to meet the local TSO demand and a simultaneous scarcity
situation in SDAC, the maximum between technical price limit applied in SDAC and the highest
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1. Each Core TSO On an monthly basis TSOs of a cooperation applying the market-based

methedologyprocess in accordance with Article 38(1) of the EB Regulation 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. The TSOs of a cooperation applying the market-based process in accordance
with Article 38(1) of the EB Regulationshallinformall TSOs and regulatory authorities of the CCR
and ACER ofthe outcome ofthis assessment.

2. If the comparison pursuant to paragraph 3 shows a deficit on a monthly basis of generated

congestionincome following the allocation of cross-zonal capacities for the exchange of balancing
capacityandsharingofreserves, the TSOs of a cooperation applyingthe market-based processin
accordance with Article 38(1) ofthe EB Regulation should pay a compensation to the single day

ahead coupling to cover such deficit. The costs of such compensation shall be split among the
TSOs ofa cooperationapplyingthe market-based processin accordance with Article 38(1) of the
EB Regulation in accordance with the distribution of shares of overall decreased procurement
costs per TSO from the application of the market-based process in the relevant month. The

compensation to the single day-ahead coupling should be shared among all TSOs in accordance
with the sharesof decreased congestion income pursuantto the comparisonin accordance with
paragraph 3.

Article 12
Publication of information

2. The TSOs applying this market-based capacity allocation process shall publish all relevant and
required information on the transparency website of ENTSO-E according to Article 12(5) of the
EB Regulation.

3. The TSOs applying this market-based capacity allocation process shall publish the following
information on the allocation of cross-zonal capacity for the exchange of balancing capacity or
sharing of reserves as soon as possible but no later than one hour before the single day-ahead
coupling gate closure time, as defined in accordance with Article 47(2) of the CACM Regulation,
pursuantto Article 12(3)(h) ofthe EB Regulation:

(a) dateandtimewhenthedecisionon allocation was made;

(b) period oftheallocation;

(c) volumesallocatedincludingthe actual percentage limitappliedinaccordance with Article
5(1)(@)to(c);and

(d) market values used as a basis for the allocation process in accordance with Article 6(5)

and Article 7(2).
4. The TSOs applying this market-based capacity allocation process shall publish the following
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(a) volume ofallocated and used cross-zonal capacity per day-ahead markettime unit;

(b) volume of released cross-zonal capacity for subsequent time frames per dayahead market
time unitin accordance with Article 38(8) ofthe EB Regulation;

(c) estimated realised costs and benefits of the allocation process. The TSOs will, based on
the bid data for the respective standard balancing capacity product, estimate the
reduction in procurement costs and estimated welfare gains compared to fulfilling the
TSO demand without allocating cross-zonal capacity for exchange of the respective
standard balancing capacity product. These estimated costs and benefits will be published
as valuesforeachbidding zone, day ahead markettime unitand each standard balancing
capacity productforthe balancing capacity marketwhere thismethodologyis applied.

The TSOs applying this market-based allocation process shall publish the applicable adjustment

factor and reference day no laterthan 2 hours before the gate closure time pursuant to Article
3(3). In case of a different reference day than the one pursuant to Article 6(6) this publication
shallinclude the specific reasonsfor the change of reference day and the expected impact of this
change.

Each TSO applying this market-based allocation process and increased the TSO demand in

accordance with Article 7(4)(b) shall publish information at least on the amount of the increase
and the anonymised bid curve from the standard balancing capacity not participatingin the
market-based process on which basis the TSO demand was increased by no later than one day
afterthe performed market-based allocation process.

The TSOs applying this market-based allocation process shall publish the description of the

requirements ofthe algorithm for the cross-zonal capacity allocation function at least one month
beforeits application.

The TSOs applyingthis market-based allocation processand using the option of Article 8(2)(d) shall

publish a detailed description how the possible costs associated to the congestion income
assessment pursuant toArticle 11(4) are consideredinthe determination of the allocated volume
of cross-zonal capacity for the exchange ofbalancing capacity or sharing of reservesat least one
monthbefore the optionis used.

The TSOs applying this market-based allocation process shall publish an overview of the

10.

applicable default limits for the maximum volume of cross-zonal capacity allocated for the
exchange of balancingcapacity pursuant to Article 5(1)(a) and (c).

The TSOs applying this market-based allocation process and intend to deviate from the default

11.

reference day pursuant to Article 6(6) and (7) shall publish a description of the process for
deviating fromthe default reference day atleast one month before this processis applied.

The TSOs shall monitor the efficiency of the forecastingmethodology and shall, by three months

after the go-live of the market-based allocation process and subsequently at least once a year,
submitareport to the relevant regulatory authorities. This report shallinclude atleast:

(a) a comparison of the forecasted and actual market values of cross-zonal capacity for the
exchange ofenergy, etaliaincluding:
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i. anassessmentcomparing the forecasted market value of cross-zonal capacity for
the exchange of energy atthelatestone{l)dayafterresulting from a recalculation |
of the single day-ahead market coupling using the applied calculation inputs
pursuant to Article 6(1) and the volume of the actually allocated cross-zonal
capacity forthe exchange of balancing capacity ands haring of reserves with the
actual market valuesof cross-zonal capacity for the exchange of energy resulting
from the outcome ofthe SDAC;
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ii. ananalysison the positive forecast error including an assessment revealing to
which level the underestimation of the forecasted market value was effectively
reduced considering the applied adjustment factor;

iii. _animpact assessment considering additional recalculation(s) of the single day-
ahead market coupling to determine the dynamicinitial forecasted marketvalue
of cross-zonal capacity for the exchange of energy in accordancewith Article 6(2);

(b) if the default reference day was changed in accordance with Article 6(7), an impact
assessment ofthe change ofthe default reference day;
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g here necessary
proposalstoimprove the accuracy ofthe forecasted marketwaluevalues, including a different

limit for the exchangemaximum volume of energytotheirrespectiveregulatoryauthoritiesand
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ICIc

The TSOs shall implement this methodology until no later than 24 months after a decision has
beenmade bythe European Union Agency for the Cooperation of Energy Regulators inaccordance
with Article 6(2) ofthe EB Regulation by establishing the cross-zonal capacity allocation function
and all relevant related measures to be ready for application of the market-based allocation
process for the exchange of balancing capacity or sharing of reserves, where two or more TSOs
intendto commonly procure balancing capacity.

3. As afirststeptowards implementation pursuantto paragraph 2, this methodology maybe applied
as an earlyimplementation without considering the requirements pursuant to Article 2(2)(c),
Article 3(5),Article 10(3)andArticle 11.

Article 14
Language,

The reference language for this Core-TSOs_methodology for market-based._capacity, 3 aIIocatlon shall
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