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thereafterreferred—te—as—Baltie-€ER"y—Fhe-deeument-provides a methodology for a market-based
allocation process of cross—-zonal capacity for the exchange of balancing capacity or sharing of reserves
(hereafter referred to as “MB—€zZcA—Methedetogythe “methodology for market-based capacity
allocation”) in accordance with Artiele—article 41(1) of Commission Regulation (EU) 2017/2195 of 23
November establishing a guideline on electricity balancing (hereafter referred to as the
“EB- Regulation”)-

2(1) Fhe-MB-CZCA-Methodology-takesinteaccount’) for the generatl-principles—andgealssetinthee Formatted: Justified, Right: 0 am, Line spacing: Multiple
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EB-Regtation;-geographic area covering the Baltic capacity calculation region (hereinafter referred to Startat: 1+ Alignment: Left + Alignedat: 0.63 an -+ Indent
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operation-thereafterreferred-to-asthe "SO-Regulation®);“Baltic CCR”) as defined in accordance with

.. _Formatted (o

Artide 15 of Commission, Regulation, (EU) 2015/1222, of 24 July, 2015 establishing a guideline on _{ Formatted [om
capacity allocation and congestion management (hereafter referred to as the “CACM Regulationy—=as

(2) The MB-czcA-Methodetogy-methodology for market-based capacity allocation takes into account the Formatted [om

general principles;_andgoals and-ether-methodelegies-set out in the EB Regulation—Fhe-geatefthe£B
as well as Commission, Regulation, is-the—ntegration(EU) 2017/1485 of 2 August 2017 establishing a
guideline on electricity transmission system operation (hereafter referred to as the “SO Regulation”),
the CACM Regulation and Regulation (EU) 2019/943 of the European Parliament and of the Council of
5June 2019 on the internal market for electricity (hereafter referred to asthe “Electricity Regulation”).
The Transmission System Operators of the Baltic 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.

3

(4

This methodology for market-based capacity allocation is based on an optimisation process that seeks
to maximise the sum of actual economic surplus from the procurement of 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 stated in its Article 3, this optimisation process enhances
the efficiency of balancing and of European and national balancing markets-white-eontributing—te-. The _/»{ Formatted (o
pricing method, the firmness regime and the sharing of congestion income for crosszonal capacity
that has been allocated for the exchange of balancing capacity ensures equal treatment with cross-
zonal capacity allocated for the exchange of energy.

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 crosszonal
capacity for the exchange of energy in the day-ahead market. The forecasted market value of cross-
zonal capacity for the exchange of energy that is used in this process is calculated based on the latest
available day-ahead energy prices in the connecting bidding zones. The value of crosszonal capacity
for the exchange of balancing capacity is calculated within the optimisation process itself and formed

49

(5




by the actual balancing capacity bids submitted by the balancing service providers (“BSPs”). The TSOs
will, as part of this allocation processes’ implementation, collect information 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.

This methodology for market-based capacity allocation generally contributes to the achievement of

the objectives of Article 3 of the EB Regulation. In particular, the methodology for marketbased
capacity allocation serves the following objectives:

3-(a) This methodology for market-based capacity allocation enables the allocation ofe

cross-zonal capacity for the exchange of balancing capacity to a region with common and
harmonised rules and processes for the exchange and procurement of balancing capacity
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developed in accordance with Article 33 of the EB Regulation, and therefore facilitates the
coupling of local balancing capacity markets. By doing so, this methodology contributes to an
efficient utilisation of balancing capacity resources across bidding zone borders in order to
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secure the volume of balancing capacity needed to maintain operational security. Fe-facititate
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based cross-zonal capacity allocation process is using submitted bids from BSPs and a
transparent forecasting method for estimating the value of cross-zonal zonal capacity for the
single day-ahead coupling to allocate cross-zonal capacity for balancing capacity procurement
in the respective region. Hence, this methodology for market-based capacity allocation fosters
effective_competition in a non-discriminatory and transparent way in _balancing markets
(Article 3(1)(a) of the EB Regulation), enhances the efficiency of balancing as well as the
efficiency of European and national balancing markets (Article 3(1)(b) of the EB Regulation)
and contributes to the objective of integrating balancing markets and promoting the
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(b) Fhe-MB-cZcAMethodotegyThis methodology for market-based capacity allocation takes into

account the impact on the day-ahead market by using the forecasted market value of cross-

zonal capacity in the day-ahead market for the objective to maximise the total economic
surplus_of both the day-ahead energy and balancing capacity markets. By allowing the
exchange of balancing capacity, leading to a more efficient balancing capacity market and
price_formation, it also contributes to efficient investment signals in new capability for
providing balancing capacity. Therefore, the methodology for marketbased capacity
allocation contributes 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 the day-ahead, intraday and balancing markets (Article 3(1)(d) of the

EB Regulation).
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of balancing markets while preventing undue distortions within the internal market in electricity
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General provisions

Articlel—
Subject matter and scope,
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L This Battie CER's-document _is the methodology for the
crosszonal capacity for the exchange of balancing capacity or sharing of reserves—whieh_in accordance with Article 41(1) of
the EB Regulation for the Baltic CCR. It is based on the comparison of the forecasted market Vﬁuesvﬂ‘of cross-zonal
capacity for the exchange of energy and the actual market ¥at+es-value of cross-zonal capacity for the exchange of balancing
capacity or sharing offeservess
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When-developing-theThis methodology also indudes the algorithm principles for the crosszonal capacity
allocation function.

3. This methodology for market- based capaqty allocation covers the mmememmenmddmg zone borders of _..{ Formatted [om

3:4.The application of this methodology shall irelude—be subject to the methodology pursuant toe
Article 38(1)(b) of the EB Regulation, which sh Il de flne the bidding zone borders, the market timeframe;
and the duration of application & 4 7
with Article- 38(2)(a) of the EB- Regulation,
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4¢i‘TwoMorumore“TSO§exeheﬂgi-ﬂqwilling to exchange balancingﬂcapacityAand/or willing to perform sharing of Formatted [om
reserves by applying the market-based eross-zonakcapacity allocation shall use a common and harmonised
set of rules and processes for the exchange and procurement of balancing capacity in accordance with
A AA AL A AA AA AA AL AA AL AA AL
Article—33(1) of the EB-Regulation, and respecting the requirements set out in Artice 32 of the EB
Regulation,

{*HS—A TSO applying a central d|spatch|ng model and the market-based cross-zonal aIIocat|on process 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 standard balancing
capacity bids in this market-based methodology, shall be understood for this TSO as a reference to the
integrated scheduling process bids converted into standard balancing capacity bids.




Article 2
Definitions and interpretation

6-—For the purposes of the methodology for market-based ,aHocation:
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Regulation (EV) 14 June 2013 on submission and publication of data in electricity markets
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‘and Avticle2-ofthe- EB-amending Annex | to Regulation (EC) No 714/2009 of the European Parliament and
of the Council (hereafter referred to as "Transparency Regulation") and Directive (EU) 2019/944_.‘

1 Formatted: Font:
Condensed by

+Body (Calibri), 11 pt, Not Expanded by /

Formatted: Font:

+Body (Calibri), 11 pt

2. The following additional definitions shall also apply:

{ Formatted: Font:
Condensed by

+Body (Calibri), 11 pt, Not Expanded by /

(a) “Cress_‘cross-zonal capacity allocation—eptimisation function’ means the algorithm—apphied

I Formatted: Font:

+Body (Calibri), 11 pt

forfunctionality that optimises, the allocation of cross-zonal capacity across the day-ahead marke
timeframe and the market timeframe for the exchange of balancing capacity or sharing of !

Formatted: Font:
Condensed by

+Body (Calibri), 11 pt, Not Expanded by /

Jeserves;

[ Formatted: Font:

+Body (Calibri), 11 pt

1 Formatted: Font:

+Body (Calibri), 11 pt

Formatted: Font:

+Body (Calibri), 11 pt

‘ Formatted: Font:

+Body (Calibri), 11 pt

Formatted: Font:

+Body (Calibri), 11 pt

:( Formatted: Font:

+Body (Calibri), 11 pt

[ Formatted: Font:

+Body (Calibri)

Formatted: Font:

+Body (Calibri), 11 pt

Formatted: Font:

+Body (Calibri), 11 pt

Formatted: Font:
Condensed by

+Body (Calibri), 11 pt, Not Expanded by /

m: Font:

+Body (Calibri), 11 pt

‘ Formatted: Font: +Body (Calibri)

Formatted: Font: +Body (Calibri), 11 pt

Formatted: Font:

+Body (Calibri), 11 pt

Formatted: Font:

+Body (Calibri), 11 pt

Formatted: Font:

+Body (Calibri), 11 pt

i| Formatted: Font:
# Condensed by

+Body (Calibri), 11 pt, Not Expanded by /

Formatted: Font:

+Body (Calibri), 11 pt

Formatted: Font:

+Body (Calibri)




3.

_In this MB-GZGA-Methodelogymethodology, unless the context requires otherwise:

(g)L)_—Mafket—Vﬂ}ae—e#;efess—ZGﬁal—eapaeﬁy—fef—the-exmange of balancmg capauty or sharlng ofe
reserves’ means the ehange—inthe-eespemiesum for the relevant time period of (i) the TSOs’ surplus
for the exchange of balancing capacity or sharing of reserves, (ii) theBSPs’ surplus for the exchange
of balancing capacity or sharing of reserves and (iii) the congestion income. T he surplus efthe
belereng—eapesiy—made e cum-ateonsameior BSPs s the difference between the balancing
capacity price and the prices of the accepted balancing capacity bids multiplied by the accepted
volume of the balancmq caoaqtv blds The surplus and—rf—appl%ble—predaeer—swpms—aﬁd

technical price Ilmltand the balancmg capacity price multiplied by the volume of the T SO demand, ...
(c) 'mark-up’ means an addition in EUR/MWh per day ahead market time unit to the forecasted
market value of cross-zonal capacity for the exchange of energy, calculated in order to take into

account the uncertainty in the forecasted market value of cross-zonal capacity for the exchange
of energy during the allocation of the cross-zonal capacity for the exchange of balancing capacity
or sharing of reserves;

d

‘positive forecast error’ _means an underestimation in EUR/MWh per day ahead market time unit
of the initial forecasted market value of cross-zonal capacity for the exchange of energy;

'reference_day’ means the day which is used to define the forecasted market value of cross-zonal
capacity for the exchange of energy; and

(e

(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.

(a) the singular treteatesalso 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 MB-CZCA-Methedelegymethodology;

[Formatted: Font: +Body (Calibri), English (United States)
[ Formatted: English (United States)

Formatted: text regular, Justified, Right: 0 cm, Line spadng:
Multiple 1.08 li, Numbered + Level: 1 + Numbering Style: a, b,
G ... + Startat: 1 + Alignment: Left + Aligned at: 1.27 am +
Indentat: 1.9 cm, Tab stops: Not at 2.12 cm

( Formatted: Font: +Body (Calibri)

{Fon'natted: Font: +Body (Calibri), 11 pt, Not Expanded by /

#_Condensed by

Formatted: Font: +Body (Calibri), 11 pt
Formatted: Font: +Body (Calibri)

Formatted: text regular, Justified, Space Before: 0 pt, Line

spacing: Multiple 1.15 li, Numbered + Level: 1 + Numbering
Style: 1, 2, 3, ... + Start at: 1 + Alignment: Left + Aligned at:
0 cm + Indentat: 0.63 am, Tab stops: Not at 0.85 cm

l Formatted: Font: +Body (Calibri), 11 pt
l Formatted: Font: +Body (Calibri), 11 pt

l Formatted: Font: +Body (Calibri), 11 pt

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

Formatted: Font: +Body (Calibri), 11 pt, Not Expanded by /
Condensed by

~( Formatted: Font: +Body (Calibri), 11 pt
( Formatted: Font: +Body (Calibri)
“( Formatted: Font: +Body (Calibri), 11 pt

. [ Formatted: Font: +Body (Calibri), 11 pt

" Formatted: Font: +Body (Calibri)




(c) any reference to cross-zonal capacities shall indude also the reference to allocation constraints as
applied in the respective capacity calculation methodology pursuant to Article 20 of the CACM

Regulation;
9(d) any reference to legislation, regtHations—eirectives—orders—nstriments—eoadesregulation,« {_ Formatted: Font: +Body (Calibri), 11 pt
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©(e) anyreference to anArticle without anindication of the document shall mean a reference to this

MB-CZCA-Methedelegymethodology




Market-based allocation process of cross-zonal capacity for the exchange of balancing capacity or
sharing of reserves

Article3—— <.
Prmclples for applymg the-market-based cross-zonal , capacity allocation process,
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The market-based capacity
allocation process shall be executed by the cross-zonal capacity allocation function and shall determine

the amount of cross-zonal capacities to be allocated to the exchange of standard balancing capacity
products or sharing of reserves for each day ahead markettime unit following the objective in Article 8(4)
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4 TFhe-contracting—period-ofA single gate dosure time shall apply for all balancing_capacity markets where this methodol og'y
is applied irrespective of time zone differences, such that one gate closure time shall be applied for the submission of ﬂl"

standard balancing capacity bids—exehah e teattonof-marketbased—€ro s e entes—he

ameunRt-of-_This gate closure time shall be set D-1 after the pre-final capacity calculation and before the final day-ahead
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4. Foreach application of the market-based methodology, the validity period of standard balancing capacity
bids shall be equal 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 unit of the concerned day.

o

The pricing principle used for the settlement of standard balancing capacity bids for each application of

this methodology for market-based allocation preeess—te-aHecatebetween TSOsand BSPs shall be based on
cross-zonal eapaeity—erthe-marginal pricing (pay-as-cleared).

6. 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.

7. Al 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 capacity allocation
function in accordance with Article 8(5).

4-8.According to Article 38(4) of the EB Regulation, cross-zonal capacities allocated to the exchange ofe-

standard balancing capacity andproducts or sharing of reserves where this market-based allocation
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connected to the respective platform pursuant to Articles 20 and 21 of the EB Regulations;
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(b) product it was allocated for, starting from the aleeationconnection, of the TSOs from the
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9. The process of releasing allocated cross-zonal capacity for the exchange of balancing capacity or sharinge-
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(a) coordinated by the actual-bidscross-border control process in accordance with Article 149 of the ;
SO Regulation until the connection of the TSOs to the platforms pursuant to Article 19 to 21 of

the EB Regulation;
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Regulation, starting from the connection of the TSOsto these platforms.

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

1. Each TSO intending to apply this marketbased allocation process shall notify all TSOs of the same
synchronous area(s) 3 (three) months prior to entering into operation in accordance with Article 150 of
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the SO Regulation and inform all stakeholders and all TSOs through an announcement on the ENTSO-E
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website, at least 3 (three) months prior to entering into operation. This announcement on the ENTSO-E

website shall include:

(a) the TSOsinvolved;

reserves pursuant to Article 33(1) of the EB Regulanon W|th the market-based aIIocatlon process
to enter into operation;

(c) the detailed description of the specifications, including the market timeframe, in accordance with
article 38(2) of the EB Regulation;

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;

H

+(e)the _maximum limit(s) of cross-zonal capacity, precdrement—eptimisation—function—of—the—fores

exchange of balancing capacity, eooperation:as _defined pursuant to Article 5(1) and maximum
amount of exchange or sharing of reserves pursuant to Article 5(3); and

H=(f) thethe type and dlrectlon of standard balancmg capacity demand—fer—eaeh—l:FG—area—er—bﬂdmg
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sproduct which will be exchanged or shared.,

2. the-forecastedAll TSOsapplying this market-valde-based methodology, shall share the algorithm applying
the cross-zonal capacity allocation function with all Baltic TSOs.

3. The TSOs intending to apply this methodology of market-based allocation shall publish 3 (three) months .-
ahead of the application of this methodology for market-based allocation on the ENTSO-E website the
expected costs and benefits of such an application of the methodology of marketbased allocation.

- Article5
Process to define the maximum volume of allocated cross-zonal capacity for the exchange of

|

{Formatted: Font: +Body (Calibri), 12 pt, Font color: Auto

'[

(

Formatted: Font: +Body (Calibri), 11 pt, Font color: Black

{_Formatted: Font: +Body (Calibri)

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

[ Formatted: Font: +Body (Calibri)

Formatted: headline 2, Space Before: 0 pt, No bullets or
numbering, Tab stops: Not at 3.39 cm

Formatted: Font: +Body (Calibri), 12 pt, Font color: Auto,
Not Expanded by / Condensed by

(

Formatted: Font: +Body (Calibri)

energy;balancing capacity or sharing of reserves,

#¥—In accordancewith Artide 41(1)(d) of the a€tuat-orforecasted—eross—zonal—capacity—to-be—used
forEB Regulation, ,the, SBAE:
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ofbalancirg—eapacity—bids-allocation function shall be as follows:
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;
(b) Hirnitsfor-thesharirgto resolve a situation where the limit for the maximum volume of cross-zonal

(c)

capacity allocated for the exchange of balancing capacity in accordance with paragraph 1(a) is not
sufficient to satisfy TSO demand in a bidding zone, a TSO may increase the percentage limit
pursuant to paragraph 1(a) on the relevant bidding zone borders or critical network elements for
the relevant day-ahead market time units. The limit for the maximum volume of cross-zonal
capacity allocated for the exchange of balancing capacity shall only be increased to the point until
the TSO demand is satisfied and maximum up to 50% 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 fall-back procedure pursuant to Article 7(6) shall be initiated. TSOsshall notify the
regulatory authorities of the Baltic 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 set in
paragraph 1(a). This notification shall include at least the final volume percentage and value in
MW of cross-zonal capacity allocated for the exchange of balancing capacity 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 12(8)(b);

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 beincreased by 2 percentage points. Such increase of the default limit shall be reported
to stakeholders and the regulatory authorities of the Baltic CCR at least two weeks in advance of
application. This process can be performed repeatedly until the maximum limit of 50% is reached.
The applied default limits shall be published in accordance with Article 12(7).

2. Depending on the outcome of the assessment envisaged in Article 6(4), which would accompany the

submission of the amendment to this methodology, in accordance to the same Article, the TSOs may in

this amendment propose also new values for the maximum volume of allocated cross-zonal capacity for

the exchange of balancing capacity, to replace the valuesset in paragraph 1.
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Determination of the forecasted market value of cross—zonal capacity for the exchange of energy am, Right: 0 am, Line spading: single

forthe-market-based-approeachinsingle day-ahead coupling
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1. The initial forecasted market value of cross-zonal capacity used—for the exchange of energy; defined for

each direction, for each bidding zone border and for each day-ahead market time unit,shallbe:, U (_Formatted: Font: +8ody (Calibri), 11 pt
Formatted (o
a&)(a) equal to the positive market spread for each day-ahead market time unit of the reference day
for the direction of the positive market spread; or | Formatted (o=
B)(b) equal to zero for each day-ahead market time unit of the reference day for the direction of the Formatted (o™
negative market spread or in case of zero marketspread,
2. A mark-up witishall be added to the initial forecasted market value of cross-zonal capacity calculated in Formatted (o™
accordance with paragraph 1, in order to take into account the uncertainty of the forecasted market value
of cross-zonal capacity. This mark-up is defined for each direction asfollows:
a)(a) if there is a negative or zero marketspread for the initial forecasted market value of cross-zonal
capacity in accordance with paragraph 1, the mark-up will be 0.1 EUR/MWh; and .| Formatted (o
B)(b) jf there js a positive market spread, for the jnitial forecasted marketvalue of cross-zonal capacity Formatted [ow
in accordance with paragraph 1, the mark-up will be 1 EUR/MWh.
3. If the average positive forecast error over the last 30 days, per bidding zone border and per direction, Formatted (o

excluding the 5% hours with the highest positive forecast errors, is 1 EUR/MWh higher or lower than the
mark-up applied the day before, the TSOs of this bidding zone border shall respectively increase or
decrease the mark-up pursuant to paragraph 2(b) with 1 EUR/MWh for the respective direction. The mark-
up for a positive market spread, can never be lower than the default value pursuant to paragraph 2(b) and
never higher than 5 EUR/MWh. The updated mark-ups shall be published pursuant to Article 12(+

4. No later than 12 months after the approval of this methodology, the TSOsshall submit an amendment to
this methodology based on one of the alternative principles pursuant to Article 39(5) of the EB Regulation.
This amendment shall be supported by an assessment that shows at least:

(a) the overall accuracy of the forecasted market value achieved with the proposed forecasting
methodology;

(b) the necessity and effectiveness of the mark-up including its adjustment process;

(c) the accuracy of the forecasted market value when applying additional relevant factors influencing
demand and generation patterns in the different bidding zones; and

(d) the accuracy of the forecasted market value when applying a dynamic forecasted market value
taking into account the allocated volume for the exchange of balancing capacity and sharing of
reserves.
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5-6.The reference day shall be: { Formatted (o
a)(a) the previous working day whenever cross-zonal capacity is allocated for a working day; _/»{ Formatted (om
B)(b) the previous weekend day or bank holiday. whenever cross-zonal capacity is allocated for a Formatted [om
weekendday;and

&)(c) the, previous, Sunday, or, pank, holiday, whenever, cross-zonal, capacity, js, allocated, for, a, bank Formatted (o

Jholiday in any of the respectiverelevant  bidding, zerezones,
o

6:—The TSOs shall perform-analysis-en-forecasted-marketvaleemonitor the efficiency of the forecasting 7 Formatted




7. pursuant to Article 12(8—).

Article7 R -
Determination of the actu-al-marketvalue of cross—-zonal capacity for the exchange of balancing

capacity erand sharing of reserves forthe-market-basedapproach

1. The actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of

N

Formatted: headline 2, Indent: Left: 0 cm, Firstline: 0 cm,
Right: 0 am, Space Before: 0 pt, Line spacing: single, Tab
stops: Notat 3.39 cm
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reserves between all bidding zones where this market-based eress—zeratcapacity , allocation methodology rormated C
is applied shall be: C..
Formatted (o
a(a) equalto the change of economic surplus from the exchange of balancing capacity or sharing of Formatted —
Jreserves per MW of cross-zonal capacity allocated;
b-(b) defined per the-day-ahead market time unit; M'{ Formatted [ow
&(c) calculated per standard balancing capacity product—enrd-per—irection, separately; ,...-/{ Formatted [ow
e-(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 Formatted [om
Article- 33(3) of the EB- Regulation; and
e-(e) calculated based on ¥S6sTSO, demand:., .{_Formatted ("
2. The actual market value of cross-zonal capacity for the exchange of balancing capacity or sharing of
reserves between the—bidding zones—ef—the—bataneng, where this market-based capacity Formatted [om
esoperationallocation methodology is applied, shall be calculated asbased on the change in—tetatof
economic surplus efdue to the exchange of balancing capacity eseperatioror sharing of reserves, resulting
from the irerementat—inereasechange, of available cross-zonal eapaeitycapacities allocated to the market
timeframe for the exchange of balancing capacity or sharing of reserves.
3. TheTSOsshall not put a price on theirthe TSO demand used ferin the market-based eress—zenat—allocation- Formatted [om
process.
4. TSOs may increase, theithe TSQ demand te—irelude—te—of a certain standard balancing capacity, ...{ Formatted (o

fromproduct to:

2(a) select an indivisible bid; if such an increase would decrease the overall procurement costs fore---
the respective standard balancing capacity product:; or,
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(b) substitute an lower quality standard balancing capacity product if such substitution is based on
firm bid(s) from BSPs during the time of the market-based process and would decrease the Formatted o
combined overall procurement costs for both standard balancing capacity product or in case of
volume shortage of the lower quality standard balancing capacity product and if there is no
possibility for a similar lower quality standard balancing capacity product to participate directly in
the market-based process.
5. TSOsmay decrease the TSO demand of a certain standard balancing capacity product in case of sharing of
reserves.
6. If the demand for a standard balancing capacity product of TSOsin a region where marketbased cross- ... Formatted (o™

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 crosszonal
capacity for the exchange of balancing capacity or sharing of reserves in accordance with Article 65, a




f—aHbaekfaII back procedure shall apply. Such fetbaekfall-back procedure shall be described in the Formatted [om
prepesatmethodology, pursuant to Article 33(1) of the EB Regulation.
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3-7.lfa TSO demand for a standard balancing capacity product per biddingzone exceeds the available amounts-.
of locally submitted, BSP bids_in the _bidding zone for the respective standard balancing capacity product
but the fatbaek—preeeduremaximum volume of allocated capacity is ret—reguiredenough to cover the

deficit, the market-based eress—zonatcapacity, allocation shall be performed. To calculate the change of
economic surplus from the exchange of balancmg capaaty or sharlng of reserves in such a case, the

between the technical price limit and the marglnal price of the importing BSP bids shall be con5|dered as
the change of economic surplus of the TSO of the bidding zone with insufficient bids. In case of insufficient
local bids to meet the local TSO demand and a simulations scarcity situation in SDAC, the maximum
between technical price limit applied in SDAC and the highest local BSP’s bid price shall be used as the
technical price limit for the market-based cross-zonal capacity allocation.

Article 9—8
Determination of the allocated volume of cross—zonal capacityfor the exchange of balancing
capacity or sharing of reserves,

1. Ferthe—market-based—approach,—the—allecation—of—The cross-zonal capacity allocation function shall
determine the allocated volume of cross-zonal capacity for the exchange of balancing capacity or sharlng

of reserves is-determined-simultaneousty—with-considering the selection of balancing capacity, bids byvia,
the capacity procurement optimisation, _function.
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2. The inputs to the algorithm for the cross-zonal capacity allocation function are:

(a) the forecasted market value of cross-zonal capacity for the exchange of energy for each marginal
MW,

(b) the list of balancing capacity bids from balancing service providers for each bidding zone, day-
ahead markettime unit and standard balancing capacity product sorted in order of their bid prices;

(c) the TSO demand for each bidding zone, day-ahead market time unit and standard balancing
capacity product; and

(d) optionally, possible costs associated to the congestion income assessment pursuant to Article
11(4).

3. The constraints to the algorithm for the cross-zonal capacity allocation function are:

(a) the maximum volume of allocated cross-zonal capacity for the exchange of balancing capacity or
sharing of reserves defined pursuant to Article 5(1);

(b) the minimum and maximum procurement volume of balancing capacity defined pursuant to
Article 5(3); and

(c) the tolerance band for the reduced/increased TSO demand as a function of the available cross-
zonal capadcities, based on:

i. sharing of reserves agreement of two or more TSOsto be applied with marketbased
allocation pursuant to Article 7(5);

ii. substitution of reserves for volume shortage by another standard balancing capacity
product pursuant to Article 7(4)(b);

iii. _substitution of reserves for cost minimisation by another standard balancing capacity
product pursuant to Article 7(4)(b).
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B)—estimated realised costs and benefits of the allocation process. The TSOs will, based on the bid data for the respective
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ACERH

European Union Agency for the Cooperation

of Energy Regulators

(c) capacity for exchange of the respective standard balancing capacity product. These estimateds:

costs and benefits will be published as values for each bidding zone, day ahead market time

unit and each standard balancing capacity product for the balancing capacity market where this

methodology is applied.,

4. Each TSO applying this market-based allocation process and increased the TSO demandin accordance

with Article 7(4)(b) shall publish information atleast on the amount of the increase and the anonymised

bid curve from the standard balancing capacity not partidpating in the market-based process on which

basis the TSO demand was increased by no later than one day after the performed marketbased

allocation process.

A-A A A

5. The TSOs applying this market-based allocation process  shall publish the description of the =
) 1t rofn in A

requirements of arythe algorithm

A

Regulationfor the cross-zonal capacity allocation function at least one month before thekits application

SRt e e e ot the Ll - DeglaHan,

3-6.The, doeument—shall-be-publichyavaHable—on-the-TSO 5 webpageapplying this market-based allocation

process and using the option of Article 8(2)(d) shall publish a detailed description how the possible

costs associated to the congestion income assessment pursuant to Article 11(4) are considered in the

determination of the allocated volume of cross-zonal capacity for the exchange of balancing capacity

or sharing of reserves atleast one month before the option is used.

7. Artieled4———The TSOs applying this market-based allocation process shall publish an

overview of the applicable default limits for the maximum volume of cross-zonal capacity allocated for

the exchange of balancing capacity pursuant to Article 5(1)(a) and (c).

8. The TSOsshall monitor the efficiency of the forecasting methodology and shall, by three months after

the go-live of the market-based allocation process and subsequently at least once a year, submit a

report to the relevant regulatory authorities. This report shall include at least:

(a) a comparison of the forecasted and actual market values of crosszonal capacity for the

exchange of energy;

(b) assessment of occurred increases of the limits for the maximum volume of cross-zonal capacity

allocated for the exchange of balancing capacity in accordance with Article 5(1)(b), including
statistics on the amount of incidents, increased volumes and percentages, reasons for the

incidents and an analysis of the economic surplus effects on the SDAC;

(c) assessment of the impact on the price formation of the single day-ahead coupling due to the

allocation of cross-zonal capacity for the exchange of balancing capacity or sharing of reserves;

d

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 allocation process 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 pursuant to the process

described in Article 5(1)(c); and
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(e) where necessary, proposals to improve the accuracy of the forecasted market values, including
a different limit for the maximum volume of cross zonal capacity pursuant to Article 5(1) or
different mark-up values per bidding zone border pursuant to Article 6(2).

9. During implementation pursuant to Article 13(2), the TSOsshallinform regulatory authorities about the
progress and the outcome of the performed verification processes for implementing the marketbased

allocation process.
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a decision has been made by the European Union Agen(,y for the Cooperatlon of Energ
accordance with Article 6(2) of the EB Regulation,
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2. The TSOs shall implement this methodology by the time the cross zonal capacity on all bidding zone
borders of the Baltic CCR is calculated in accordance with the capacity calculation methodology
developed pursuant to the CACM Regulation, by establishing the cross-zonal capacity allocation
function 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 intend to commonly procure

balancing capacity.
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