CUSC Panel

Friday 27 January 2023
National Grid ESO Offices, Faraday House
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Approval of Panel Minutes

Approval of Panel Minutes from the Meetings held
23 and 25 November 2022; and 16 December 2022
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Review of Actions within Action Log
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Authority Decisions and Update (as at 19 January 2023) Ofgem

Decisions Received since last Panel meeting

d None

Decisions Pending

d CMP286/CMP287 (Final Modification Report received 7 December 2022 - Expected decision date ~ end September 2023)

U CMP288 (Expected decision date of 31 January 2023)

U CMP292 (Expected decision date of 31 October 2023)

O CMP298 (Expected decision date of 31 January 2023 - The Final Modification Report for the associated STC change (CM080) was
issued to Ofgem on 11 October 2022)

U CMP328 (Expected decision date of 31 January 2023 - The Final Modification Report for the associated STC change (CM078) was

issued to Ofgem on 7 June 2022)
U  CMP384 (Expected decision date of 31 January 2023)

Received Final Modification Reports since last Panel Meeting

U  CMP401 (Final Modification Report received 6 January 2023 - Expected decision date TBC)



New Modifications Submitted

CMP408: Allowing consideration of a
different notice period for BSUoS tariff
settings

Alice Taylor
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Critical Friend Feedback — CMP408

* Minor amends made to spelling and terminology. Proposer accepted all minor amends and timeline
« Update made as now being proposed as standard updates.

governance with workgroups.
« Timeline updated in line with having workgroups and

decision required by October 2023.



Background

What’s happened so far:

Ofgem have approved CMP361/362 WACM 3, which includes:
* 9-month notice period of the tariff
« 6-month fix period for the tariff
* No BSUoS Industry Fund

Following this approval, Ofgem have stated as per their minded-to decision, that they believe:

“3-month Notice Period strikes the appropriate balance between providing
Suppliers with sufficient advance notice of charges, and mitigating the risk of
inaccuracy in a forecast set in advance of the timeframe to which it relates.”



CMP408

« CMP408 is being raised to amend the notice period of fixed BSU0S to 3-months.
* Following feedback from TCMF, industry requested that this go to workgroup, following the standard

governance route.
« Workgroup discussion would include:
* Whether 3-months notice period is appropriate
« If approved, whether the implementation of the tariff for April 2024, would supercede any prior

tariff set in the current 9-month notice period



Timeline for CMP408 — Proposed Timeline - Workgroup

Proposal Presented to Panel

Workgroup Nominations

Workgroup 1 — Understand / discuss proposal
and solution(s), review and agree on Terms
of Reference and Timeline, review cross

code impacts, review analysis and agree next steps.

Workgroup 2 — Refine solution(s), draft legal text,
consider potential Workgroup

Consultation questions and finalise

Workgroup Consultation

Workgroup Consultation

Workgroup 3 — Review

Workgroup Consultation responses, consider new
points raised, refine solution, review legal text and
discuss any potential alternatives

Workgroup 4 — Finalise solutions (including
legal text) and alternatives and hold alternative
vote. Finalise Workgroup Report

and hold Workgroup Vote

Workgroup Report issued to Panel (5 working days)

27 January 2023

06 February 2023 — 27
February 2023

15 March 2023

13 April 2023

20 April 2023 — 15 May
2023

23 May 2023

14 June 2023

22 June 2023

Panel sign off that Workgroup Report has met
its Terms of Reference

Code Administrator Consultation (20 working
days)

Draft Final Modification Report (DFMR) issued
to Panel

Panel undertake DFMR recommendation vote

Final Modification Report issued to Panel to
check votes recorded correctly (5 working days)

Final Modification Report issued to Ofgem

Ofgem decision

Implementation Date

30 June 2023

11 July 2023 — 08 August 2023

17 August 2023

25 August 2023

30 August 2023 — 06 September
2023

07 September 2023

October 2023

01 April 2024



CMP408 - the asks of Panel

« AGREE that this Modification should follow Standard Governance (Ofgem
decision) rather than the Self-Governance Criteria (Panel decision)

AGREE that this Modification should proceed to Workgroup

AGREE Workgroup Terms of Reference

NOTE that there appear not to be any impacts on the Electricity Balancing
Regulation (EBR) Article 18 terms and conditions held within the CUSC

NOTE the proposed timeline



New Modifications Submitted

CMP409: Housekeeping Modification as
a result of CMP363 Ofgem decision

Paul Mullen
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Critical Friend Feedback — CMP409

Working added to provide clarity on referencing Proposer accepted all amendments made by the
Code Administrator



Timeline for CMP409 — Proposed Timeline — Fast Track Self Governance

Draft Fast Track Self-Governance Report presented to Panel 27 January 2023
Panel decision 27 January 2023
Appeals Window (15 working days) 30 January 2023 to 5pm on 20 February 2023

Implementation Date 1 April 2023



CMP409 - the asks of Panel

« AGREE that this Modification should follow Fast Track Self-Governance
Criteria (Panel decision, which must be unanimous)

 NOTE the proposed timeline and that this Modification will be implemented on

1 April 2023 (if no objections are received from industry in the Appeals
window)



CUSC Fast Track Criteria

“Fast Track Criteria” a CUSC Modification Proposal that, if immplemented,
(a) would meet the Self-Governance Criteria; and

(b) is properly a housekeeping modification required as a result of
some error or factual change, including but not limited to:

(i) updating names or addresses listed in the CUSC;
(ii) correcting any minor typographical errors;

(i) correcting formatting and consistency errors, such as
paragraph numbering; or

(iv) updating out of date references to other documents or
paragraphs .



CUSC Self-Governance Criteria

“Self-Governance Criteria”

a CUSC Modification Proposal that, if implemented,

(a) is unlikely to have a material effect on:

(i) existing or future electricity consumers; and

(i) competition in the generation, distribution, or supply of electricity
or any commercial activities connected with the generation,

distribution or supply of electricity; and

(i) the operation of the National Electricity Transmission
System; and

(iv) matters relating to sustainable development, safety or security
of supply, or the management of market or network emergencies;
and

(v) the CUSC's governance procedures or the CUSC’s modification
procedures, and

(b) is unlikely to discriminate between different classes of CUSC
Parties:

c) other than where the modification meets the Fast Track Criteria
will not constitute an EBGL Amendment.
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Inflight Modification Updates

Review of all CUSC Modifications with
current status, next steps and any
Panel recommendations

ESO



Reqguest to change modification timeline

Previous timeline 16 February 2023 20 April 2023 10 May 2023

New timeline 23 March 2023 18 May 2023 07 June 2023

Rationale: Workgroup on 13 December 2022 agreed that further Workgroups will be needed to
review and agree final legal text, review Terms of Reference, hold Workgroup Vote and finalise the

Workgroup Report.

Workgroups Remaining: 2

Ask of Panel: Agree revised timeline?



Withdrawal of CMP394

« On 15 December 2022, the Proposer of CMP394 withdrew as proposer of CMP394 as they
consider CMP393 to be a simpler solution to a defect identified in both code modifications i.e.

that current TNUOS charges reflect only exports, and not imports.

« CUSC 8.16.10 defines the process for withdrawal and industry were notified on 15 December
2022 and had until 5pm on 22 December 2022 to express their wish to become the new

Proposer.

« As no-one expressed a wish to become the new Proposer by 5pm on 22 December
2022, Panel, on 27 January 2023, will be asked under CUSC 8.16.10(b) to agree to the

withdrawal of CMP394.



Discussions on Prioritisation

. AGREE where New Modifications that need Workgroups are placed in
the prioritisation stack

. CARRY OUT deep-dive assessment of all Modifications that sit within
the prioritisation stack




Prioritisation Principles

Section 8: 8.19.1(e) makes the following provision for the Panel and states “Having regard to the complexity,
importance and urgency of particular CUSC Modification Proposals, the CUSC Modifications Panel may determine the
priority of CUSC Modification Proposals and may (subject to any objection from the Authority taking into account all
those issues) adjust the priority of the relevant CUSC Modification Proposal accordingly”

The modification is viewed as being resource intensive and will most likely require a higher than average
number of workgroups to conclude the process. Additionally the modification defect is viewed to have
implications for many different areas of the energy market which need to be taken into consideration

throughout the process.

Complexity

The perceived value & risk associated with the proposed modification. The value / risk could be considered
Importance from a number of different perspectives i.e. financial / regulatory / licence obligations both directly for
customer and end consumers more generally.

A modification which requires speedy consideration within the code governance process, both complexity
Urgency and importance should be factors considered in evaluating urgency as well as the timescales for
implementation within the respective code.






Draft Final Modification Report

CMP344: Clarification of Transmission Licensee revenue recovery
and the treatment of revenue adjustments in the Charging
Methodology

Paul Mullen
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Solution

Solution/summary of solutions:

« CMP344 proposes that the additional revenue allowances for OFTOs in relation to Income Adjusting Events
should be recovered (via the Transmission Demand Residual) from all demand users, rather than the
generator directly affected

* In theory, CMP344 can be implemented as soon as practicable after Ofgem approval (if Ofgem approve) as
there would not be any impact on revenue collection or tariff setting until the beginning of RIIO 3. Although,
the Workgroup agreed that implementation does not have to be timed for a 1 April date, the Workgroup
noted that the definition of “Transmission Demand Residual” will only be implemented on 1 April 2023.
Whilst it is possible to use the current definition of “Transmission Network Use of System Demand Charges”
and then raise a further Modification to change this to “Transmission Demand Residual’, on balance this
was thought unnecessary given the likelihood of an IAE approval and/or CMP344 approval before 1 April
2023 in the current climate

« No Workgroup Alternative CUSC Modifications



2"d Code Administrator Consultation Responses

Summary of 2"4 Code Administrator Consultation Responses :

« 2" Code Administrator Consultation was run from 16 December 2022 to 17 January 2023 and received 5 non-confidential
responses and 1 confidential response. Key points were:

o All 5 respondents were supportive of the change with some respondents noting that the change would remove the
risk for generators of IAEs being included within local tariffs and allow offshore generators to compete on a level
playing-field with other forms of generation. It was also argued that IAEs do not constitute a signal that generators
are able to respond to and it is therefore appropriate for the risk to be socialised and charged via the Transmission
Demand Residual, better ensuring cost reflective tariffs for Generators. A respondent also argued that CMP344
reduces the complexity of administration of TNU0S charges (requiring a single stage recovery from demand users,
rather than the current two-stage recovery first from demand users, and then offshore generators in the following
price control period).

o All 5 respondents were supportive of implementation approach with 1 respondent specifically agreeing that CMP344
should progress ahead of wider OTNR; and

o No legal text issues were identified



CMP344 - the asks of Panel

« NOTE that this Modification does not impact the Electricity Balancing Regulation (EBR) Article
18 terms and conditions held within the CUSC?

 VOTE whether or not to recommend implementation

« Does the CMP344 Original proposal better facilitate the objectives than the current CUSC
arrangements?

* NOTE next steps



CMP344 — Next Steps

Draft Final Modification Report presented to Panel

Final Modification Report issued to Panel to check
votes recorded correctly (5 working days)

Submission of Final Modification Report to Ofgem
Ofgem decision date

Implementation Date

27 January 2023

31 January 2023

8 February 2023

TBC

On or after 1 April 2023



EBR Article 3 Objectives

For reference, the Electricity Balancing Regulation (EBR) Article 3 (Objectives and regulatory aspects)
are:

1. This Regulation aims at:
(a) Fostering effective competition, non-discrimination and transparency in balancing markets;
(b) enhancing efficiency of balancing as well as efficiency of national balancing markets;

(c) integrating balancing markets and promoting the possibilities for exchanges of balancing services while
contributing to operational security;

(d) contributing to the efficient long-term operation and development of the electricity transmission system and
electricity sector while facilitating the efficient and consistent functioning of day-ahead, intraday and
balancing markets;

(e) ensuring that the procurement of balancing services is fair, objective, transparent and market-based, avoids
undue barriers to entry for new entrants, fosters the liquidity of balancing markets while preventing undue
market distortions;

(f) facilitating the participation of demand response including aggregation facilities and energy storage while
ensuring they compete with other balancing services at a level playing field and, where necessary, act
independently when serving a single demand facility;

(g) facilitating the participation of renewable energy sources and supporting the achievement of any target
specified in an enactment for the share of energy from renewable sources.



Standing Groups - Updates on all standing groups relevant to CUSC
panel e.g. potential for future governance changes or modifications

Goverranece-Standing-Group—Garth-Graham

TCMF — Karen Thompson-Lilley /

ESO




European Updates - Updates on all European developments relevant to
CUSC panel e.g. potential for future governance changes or modifications

European Code Development — Nadir Hafeez
Joint European Stakeholder Group — Garth Graham

ESO



Updates on Other Industry Codes

Grid Code
STC
SQSS
DCUSA
BSC
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Relevant Interruptions Claim Report
(January, April, July, October)

ESO






Horizon Scan
(February, May, August, November)

ESO






Any Other Business

Proposal to set up a Standing Group to explore enduring fixed
BSUo0S solution

Karen Thompson-Lilley (National Grid ESO)
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The Ask

» To take you through a situation where we believe a CUSC Standing Group may be needed
» To understand your view on whether a Standing Group is needed
» To agree steps on how we proceed with setting up a Standing Group if determined one is needed



Background

In December 2022, Ofgem approved CMP361/362 WACM 3, which includes:
* 9 month notice period of the tariff

* 6 month fix period for the tariff

 No BSUO0S Industry Fund

The ESO will be raising a mod to update the notice period to 3 months (to go to workgroup), subject to Panel
approval.

In addition, there is need to investigate the enduring fund and P level solution:

» Assess the benefits of various probability (P) levels for the creation of an industry fund, including the
interactions between the P level at which the fund is set, the fixed tariff period, the notice period, and the
risk of tariff reset

« Assess implications for the size of the fund and cost to consumers
» Consider future mechanisms for return of potential excess industry fund monies



Problem Statement

» To raise a CUSC mod, there needs to be a clear solution (and corresponding legal text)
 We do not have a clear solution to what the fixed period and industry fund arrangements should be

« Key to Ofgem being able to approve a maodification introducing an Industry BSUoS Fund and/or
changing the fixed period is providing evidence around the overall costs and benefits and the impact on
consumers

 We believe it is important to develop this evidence base and a solution together with industry

* We believe there is need for an industry group to develop understanding of these areas before a CUSC
modification is raised

» Elexon allow the set up of Issue Groups. “Issues are raised where problems or potential improvements
to the current arrangements have been identified, but it's not known how best they should be resolved.
Once raised Issues will be discussed by an Issue Group to consider possible solutions, requirements or
to define the scope and issue further.” These can be taken forward as BSC modifications.

» We see any industry group would precede the raising of CUSC mods. These would go through the full
governance process; the group would not replace this governance process


https://www.elexon.co.uk/change/standing-modification-group-issues/?show=all

TCMF Feedback

» We received feedback during January TCMF it's important to go through a proper governance route

 The TCMF sub group which was convened in November/December 2022 to discuss probability (P)
levels of an industry fund was perceived by some stakeholders as insufficiently formal

« Section 8.21 of CUSC includes provision for Standing Groups. These groups include a terms of
reference and a formal communication route to Panel with a clear reporting line



Standing Groups

Section 8.21 of the CUSC covers Standing Groups. To summarise:

« Panel may set up one or more Standing Groups (SG) to consider and report to the CUSC Panel. Panel
may change the issues specified from time to time.

« Panel shall determine the Terms of Reference (ToR) of the Standing Group (includes issue and scope)

» Panel shall specify a time period within which the SG is to report to it on the issue and may establish
other timetable requirements

« Panel would select the group membership based on relevant expertise
o Code Admin will with Panel appoint a chair who “shall act impatrtially and as an independent chairperson”

o Any CUSC party, BSC Party, Citizens Advice (CA) or CA Scotland or any person invited by the Chair or the SG
can attend.

o Ofgem can attend as an observer

» Areport is produced for CUSC Panel. The draft is reviewed by SG members for at least 5 business
days for comments, with unresolved comments reflected in the final report.

» The report is presented to Panel at CUSC Panel to present findings and answer questions.


https://www.nationalgrideso.com/electricity-transmission/document/91381/download

Standing Groups

We see the process as involving the following steps:

Agree need for a Standing Group

Select Chair and membership

Establish ToR and scope (including what is explicitly out of scope)

Determine the key questions the SG needs to answer

Agree the analysis required to answer these questions

Undertake analysis for a shortlist of options

Review analysis. Refine options based on findings and update analysis if necessary.
Determine and agree recommendations
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. Raise relevant CUSC mods



Industry Communications

It's important any Standing Group (SG) shares its progress and findings with wider industry in a transparent
way. We anticipate doing this through the following measures:

« A standing monthly TCMF slot for SG members to provide updates on progress v. timelines
» Alonger session, such as a webinar, to share the report findings and recommendations with wider industry
» Circulars provided via the ESO Charging and TCMF distribution lists at key milestones

« We will also seek conversations with smaller parties who want to get involved but may not have the
resource to commit to standing groups or workgroups



10am on 24 February 2023 (via Teams)

Papers Day — 16 February 2023

Modification Proposals to be submitted
by — 9 February 2023

TCMF — 2 February 2023



Close

Trisha McAuley

Independent Chair, CUSC Panel
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