
Amending the
electricity price coupling 
algorithm methodology
to include co-optimisation

ACER webinar

1 February 2024

Public



Agenda
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Indicative time Webinar items Speakers

10:45 - 11:00 Webinar open for log-in

11:00 - 11:05 Introductory remarks Mathieu FRANSEN, ACER

11:05 - 11:10 Background and process leading to the ACER decision Marco PAVESI, ACER

11:10 - 11:15 Benefits of co-optimisation compared to the status quo Marco PAVESI, ACER

11:15 - 11:25 Q&A

11:25 - 11:30 Bid design and market products for co-optimisation Marco PAVESI, ACER

11:30 - 11:40 Q&A

11:40 - 11:45 R&D activities to enable the implementation of co-optimisation Marco PAVESI, ACER

11:45 - 11:55 Q&A

11:55 - 12:00 Closing remarks Mathieu FRANSEN, ACER



Housekeeping rules
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Keep your 
microphone muted 

unless the chair gives 
you the floor

Please pose your questions 

using the Slido tool within 

Microsoft Teams

You can also access Slido 

through this direct link: 

https://app.sli.do/event/p5S

g4BuiDhyuwMQs4NdG8P 

Substance-related 

questions will be 

addressed during the 

relevant Q&A session; 

although they can be 

posed at any point

Slides and recording

of this webinar

will be uploaded to

ACER website 

Questions from

other participants

can be ‘liked’ to

increase their visibility 
This meeting

is being recorded

https://app.sli.do/event/p5Sg4BuiDhyuwMQs4NdG8P
https://app.sli.do/event/p5Sg4BuiDhyuwMQs4NdG8P


Introductory remarks
11:00 - 11:05

Mathieu FRANSEN, Team Leader Market Codes – Electricity Department, ACER
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Overview of the electricity market timeframes
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Electricity is a good that is traded already years ahead the point in time when it is delivered.

To enable such trading, cross-zonal capacity is required. 

SEQUENCE OF ELECTRICITY MARKETS IN EUROPE
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Status quo: Integrated day-ahead market,
national balancing capacity markets
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The day-ahead market consists of one
pan-European auction for the 24 hours of the next day.

Balancing capacity markets are mostly national.
Procurement lead-time is not harmonised across the EU.

An uncoordinated clearing between day-ahead and balancing capacity markets

results in an inefficient allocation of cross-zonal capacity across the two markets.

Source: 2023 ACER Market Monitoring Report

EU day-ahead market areas coupled Procurement lead-time for all balancing reserves (%) - 2022



Co-optimisation: Maximising the
value of cross-zonal capacity
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• Objective: Maximisation of the sum of the 

welfare gains of the day-ahead energy 

market and the balancing capacity 

markets.

• Each unit of cross-zonal capacity is 

allocated to either market, depending on 

where its market value is the highest.



Background and process
leading to the ACER decision

11:05 - 11:10

Marco PAVESI, Policy Officer Market Codes – Electricity Department, ACER
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Co-optimisation: Legal framework and how to 
address its implementation
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• Article 40(1) of the EB Regulation contains the requirement for all TSOs to develop and 

implement a methodology for the co-optimised allocation process for the exchange of 

balancing capacity or sharing of reserves.

• As co-optimisation needs to be based on actual bids for day-ahead energy and for 

balancing capacity markets, it can only be implemented in the SDAC algorithm.

• SDAC algorithm is subject to NEMOs’ algorithm methodology pursuant to Article 37 of 

the Capacity Allocation and Congestion Management (CACM) Regulation.

• The implementation of co-optimisation requires the following workflow:

• TSOs submit the set of requirements for co-optimisation to NEMOs;

• NEMOs consider these new requirements and amend the algorithm methodology 
accordingly. 



Preparatory studies
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NEMOs’ Proposal
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Common set of 
requirements for intraday

Annex 2

Algorithm methodology

Algorithm monitoring 
methodology for day-ahead

Annex 3

Common set of 
requirements for day-ahead

Annex 1

Explanatory note



What we are consulting on
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Topic 1: R&D activities
Topic 3: Benefits of 
co-optimisation

Topic 4: Other remarks
Topic 2: Bid design 
and products

• Link with the next steps 

of the roadmap study

• Any other elements 

requiring R&D

• Separate bids for day-ahead and

balancing capacity vs single bid

• Expected input from market participants, 

how to provide it and under which timeline

• Additional SDAC products related to 

balancing capacity and linking of bids

• Open question about 

expected benefits linked 

to the introduction of co-

optimisation 

Management

1 2

4 3



Benefits of co-optimisation
compared to the status quo

11:10 - 11:15

Marco PAVESI, Policy Officer Market Codes – Electricity Department, ACER
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Balancing capacity is a market of opportunity costs
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Forecast errors may alter the merit order curve, leading to suboptimal results. Even if all market participants use 

the same forecast (market-based allocation), coordination inefficiencies (e.g. due to fixed costs) remain.
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Balancing capacity prices are mainly defined by opportunity costs from

foregone day-ahead market profits when bidding into the balancing capacity market.
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Benefits of co-optimisation
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• Integrated balancing capacity markets

• No need for price forecasts

• Lower cost for procuring balancing capacity:

• Cheaper bids from other areas

• Sharing of reserves

• Accurate assessment of opportunity costs

• … ?
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Q&A session

11:15 - 11:25
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Ways to connect to Slido:

• Directly in MS Teams

• Through www.slido.com#ACER-PCAM

• Scan the QR code below

• Use the direct link:

https://app.sli.do/event/p5Sg4BuiDhyuwMQs4NdG8P 

http://www.slido.com/
https://app.sli.do/event/p5Sg4BuiDhyuwMQs4NdG8P


Bid design and market products
for co-optimisation

11:25 - 11:30

Marco PAVESI, Policy Officer Market Codes – Electricity Department, ACER
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Linking of bids
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• In the co-optimised allocation process, the day-ahead market and the balancing markets 

have the same gate closure time (12:00 CET).

• Market participants can therefore not consider the outcome of one market when 

offering their assets to the other one (as it is currently the case with sequential markets).

• This issue can be addressed by allowing market participants to link their bids for the 

different markets.

• No effective linking possibilities results in inefficient markets:

• Risk and uncertainty related mark-ups on bids can be expected; 

• Market bidding algorithms would be useful but not available to providers with small 
resources.

• Impact on SDAC algorithm performance.



What is missing and how to provide it?
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January 2024 December 2024



Q&A session

11:30 - 11:40
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Ways to connect to Slido:

• Directly in MS Teams

• Through www.slido.com#ACER-PCAM

• Scan the QR code below

• Use the direct link:

https://app.sli.do/event/p5Sg4BuiDhyuwMQs4NdG8P 

http://www.slido.com/
https://app.sli.do/event/p5Sg4BuiDhyuwMQs4NdG8P


R&D activities to enable the
implementation of co-optimisation

11:40 - 11:45

Marco PAVESI, Policy Officer Market Codes – Electricity Department, ACER

21



Roadmap study vs Article 4(16)
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Roadmap study vs Article 4(16)
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Q&A session

11:45 - 11:55
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Ways to connect to Slido:

• Directly in MS Teams

• Through www.slido.com#ACER-PCAM

• Scan the QR code below

• Use the direct link:

https://app.sli.do/event/p5Sg4BuiDhyuwMQs4NdG8P 

http://www.slido.com/
https://app.sli.do/event/p5Sg4BuiDhyuwMQs4NdG8P


Closing remarks
11:55 - 12:00

Mathieu FRANSEN, Team Leader Market Codes – Electricity Department, ACER
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Have your say!
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Submit your views by 15 February 2024. 

In case of any questions, contact ACER-ELE-2023-014@acer.europa.eu. 

https://surveys.acer.europa.eu/eusurvey/runner/PC_Algorithm_Methodology_2024
mailto:ACER-ELE-2023-014@acer.europa.eu


@eu_acer

linkedin.com/in/EU-ACER/

info@acer.europa.eu

acer.europa.eu

Thank you for your attention!
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