CUSC Panel

Friday 25 August 2023

Online Meeting via Teams
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Approval of Panel Minutes

Approval of Panel Minutes from the Meeting held
28 July 2023
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Authority Decisions and Update (as at 17 August 2023)

Decisions Received since last Panel meeting

« None received

Decisions Pending

CMP288 ‘Explicit charging arrangements for customer delays and backfeeds’

CMP292 ‘Introducing a Section 8 cut-off date for changes to the Charging Methodologies’

CMP298 ‘Updating the Statement of Works process to facilitate aggregated assessment of relevant and
collectively relevant embedded generation’

CMP331 ‘Option to replace generic Annual Load Factors (ALFs) with site specific ALFs’

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

CMP376 ‘Inclusion of Queue Management process within the CUSC’
CMP398 ‘GC0156 Cost Recovery mechanism for CUSC Parties’
CMP412 ‘CMP398 Consequential Charging Modification’

Received Final Modification Reports since last Panel Meeting

CMP330&CMP374 ‘Allowing new Transmission Connected parties to build Connection Assets greater than
2km in length and Extending contestability for Transmission Connections’

CMP414 ‘CMP330/CMP374 Consequential Modification’

The Authority’s publication on decisions can be found on their website below:

10/08/2022
16/08/2019

06/04/2022
12/07/2023
08/02/2023

07/06/2023
11/07/2023
11/07/2023

10/08/2023
10/08/2023

https://www.ofgem.gov.uk/publications/code-modificationmodification-proposals-ofgem-decision-expected-publication-dates-timetable

31/07/2023
25/08/2023

29/09/2023
18/08/2023
29/09/2023

15/09/2023
06/10/2023
06/10/2023

TBC
TBC


https://www.ofgem.gov.uk/publications/code-modificationmodification-proposals-ofgem-decision-expected-publication-dates-timetable
https://www.nationalgrideso.com/industry-information/codes/connection-and-use-system-code-cusc-old/modifications/cmp288cmp289
https://www.nationalgrideso.com/industry-information/codes/connection-and-use-system-code-cusc-old/modifications/cmp292-introducing
https://www.nationalgrideso.com/industry-information/codes/connection-and-use-system-code-cusc-old/modifications/cmp298-updating
https://www.nationalgrideso.com/industry-information/codes/cusc/modifications/cmp331-option-replace-generic-annual-load-factors
https://www.nationalgrideso.com/industry-information/codes/connection-and-use-system-code-cusc-old/modifications/cmp344
https://www.nationalgrideso.com/industry-information/codes/connection-and-use-system-code-cusc-old/modifications/cmp376-inclusion
https://www.nationalgrideso.com/industry-information/codes/connection-and-use-system-code-cusc-old/modifications/cmp398-gc0156-cost
https://www.nationalgrideso.com/industry-information/codes/connection-and-use-system-code-cusc-old/modifications/cmp412-cmp398
https://www.nationalgrideso.com/industry-information/codes/cusc/modifications/cmp330cmp374-allowing-new-transmission-connected
https://www.nationalgrideso.com/industry-information/codes/cusc/modifications/cmp414-cmp330cmp374-consequential-modification

CMP418 - Refine the allocation
of Static Var Compensators
(SVC) costs at OFTO transfer

Giulia Licocci, Ocean Winds




Critical Friend Feedback: CMP418

Code Administrator comments Amendments made by the Proposer

Minor typographical changes suggested What is the issue / Why the change — addition
clarification added

Suggested sections to be addressed by
simplifying text Acronyms added and table updated

Acronyms used throughout the proposal need to  Reference material included
be added to the table in alphabetical order

Requested material to support Proposer had
engaged with industry to refine their solution
outside a Workgroup setting to back going
straight to Code Administrator Consultation
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Reactive Compensation Compliance

+$* Reactive power is crucial for ensuring voltage levels remain within acceptable limits and is required for the reliable and
efficient operation of the National Electricity Transmission System (NETS)

**The Grid Code sets out the mandatory reactive compensation requirements for offshore generators and offshore
transmission owners (OFTO) :

CC.6.3.2(e)(i) - Offshore generator requirement:
CC.6.3.2 (c) - OFTO requirement:

° Radially connected offshore windfarms are required to maintain zero
reactive transfer at the Offshore Grid Entry Point ° The OFTO is required to maintain 0.95 power factor lagging and 0.95
power factor leading at the Onsiggre Interface Point
° Generators typically use the reactive capability of the WTGs to
compensate for the inductance of the inter-array cables and achieve (] This is achieved via the installation of Static Var Compensators (SVC).
zero reactive transfer at the offshore grid entry point. Shunt The absorption or delivery of reactive power from the SVC is
reactors/switched reactors are used to compensate for the offshore continuously adjusted to meet the requirement for reactive power flow

export cables.

** The requirement for reactive compensation is placed on the OFTO and not the wind farm because it is not efficient to comply with the
normal generator dynamic reactive compensation requirements offshore due to the long Offshore Export Cable (OEC) lengths

*Ina generator build OFTO exercise (all OFTO transfers to date), the generator bears the cost to comply with both reactive compensation
requirements by installing shunt reactors offshore and the SVC onshore



OFTO Transfer and TNUoS charges

After the OFTO transaction, the SVC is transferred to the OFTO
and paid via the Final Transfer Value (FTV), which forms the
basis for the Tender Revenue Stream (TRS)

NGESO uses the TRS, including the cost of SVCs, to calculate the
TNUOoS offshore local circuit tariff paid by the generator to the
OFTO for the lifetime of the asset

The cost of the SVC falls into the local circuit tariff, and is
ultimately born by the generator after OFTO transfer

The cost allocation of SVCs is neither codified nor specifically

mentioned in the CUSC document, and implementation of
costs is an interpretation applied by NGESO

OFTO

PROJECT

Oow

Cost allocation | Tariff Asset/Cost category

Cable

o) o Cable Assets

+ Circuit - -

g T aritf Reactive Equipment

S Harmonic Filtering Equipment

% HVDC Converter Station

o Transformer Assets

}C_” Substation |Switchgear Assets

O Tariff Platform
Auxillary Supply Equipment

ge]

% Onsh

@ NSNOTE 1 Onshore Substation

g tariff

(4]

ONSHORE

T0




Defect

OwW

¢ After the OFTO transaction, an offshore wind farm’s point of connection (POC) is offshore, and the SVC is not used for

compliance at this POC

¢ Consequently, the generator pays, via the TNUoS offshore local circuit tariff, for an asset located within the onshore
transmission system that is used for OFTO reactive compensation compliance rather than wind farm compliance

¢ The SVCs are not used for offshore export cable compensation. Therefore, while it is intuitive that the shunt reactor
costs fall into the local circuit tariff, it should not follow that SVCs are treated in the same way

+¢ The SVCs provide valuable reactive compensation services to the grid and wider users. However, under current
arrangement generators bears 100% of the costs whilst the value of this benefit does not flow back to the generator
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Proposed solution

OwW

Cost allocation

Tariff

Asset/Cost category

Cable

+* The status quo fails to meet the CUSC charging

Cable Assets

objective (b) of charges accurately reflecting the

costs incurred by transmission licensees

+* This highlights the necessity for a fairer approach

that is more consistent with CUSC objectives

+* The proposal is to amend the calculation of TNUoS

2 Circuit . .
g T Reactive Equipment
= ' Harmonic Filtering Equipment
% HVDC Converter Station
o Transformer Assets
ﬁ Substation |Switchgear Assets
O Tariff Platform
Auxillary Supply Equipment
2
© Omshore Onshore Substation
S tariff
(9]

by allocating the cost of SVCs to the socialised
onshore tariff

+* OW has raised a CUSC modification and seeks

approval from the CUSC Panel in August 2023



Timeline for CMP418 — Proposed Timeline — Code Administrator Consultation

Modification presented to Panel

Code Administrator Consultation (15 working days)

Draft Final Modification Report (DFMR) issued to Panel (5 working days)

Panel undertake DFMR recommendation vote

Final Modification Report issued to Panel to check votes recorded correctly

Final Modification Report issued to Ofgem

Ofgem decision

Implementation Date

25 August 2023

11 September 2023 to 02 October 2023

19 October 2023

27 October 2023

01 November 2023 to 08 November 2023

09 November 2023

TBC

01 April 2024



CMP418 — 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 Code Administrator
Consultation

« 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 [add any specifics you want to flag]
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Nitin Prajapatas—



Background

Holistic Network Design: East Coast Region

« Section 14.15.37 of CUSC ensures nodes are assigned to generation
zones for the purpose of applying the Transmission Network Use of
System (TNUo0S) Wider tariffs to generators.

« Currently there are 27 generation zones which aim to provide a level of
tariff stability and balance the nodal marginal costs fluctuation derived
from locational signals.

«  Within the Holistic Network Design (HND) additional nodes may be

created offshore which fall outside the existing 27 generation zones.

» Therefore, the CUSC is not clear how the Wider tariff would be applied to
offshore generators that are connected via non radial offshore
transmission and fall outside the 27 generation zones.

« To ensure offshore generators can be charged for their use of non radial
offshore transmission (wider network), there is a need to review the
zoning methodology to incorporate the assets in the HND.




Background Continued

Linked to this is the authority decision on CMP324/325 which advised:

* ‘Given the significant interaction between this modification (CMP325/4) and CMP353, and any future reform to
the Expansion Constant (EC) methodology, we would expect NGESO to revisit the issue of rezoning alongside
the development of any future change to the expansion constant.’

The EC has a material bearing on the marginal costs at each node, therefore a key factor in determination of
generation zones.

The EC is currently being reviewed by CMP315/375, so it is an appropriate time review the zoning methodology along
side the application of the Wider tariff for offshore generators.

This ensures we consider onshore and offshore zones in one review, noting the interactions and dependencies;to
help develop a holistic solution.

Industry feedback also highlights the importance of reviewing the generation zoning methodology-to helpimprove
tariff stability and predictability.



Solution — Principles and Approach

« This proposal recommends reviewing the generation zoning methodology by first building on the principles outlined in
section 14.15 of CUSC to provide locational signals ‘to reflect the costs of capital investment in, and the maintenance
and operation of a transmission system.’

» Understanding the drivers of instability and unpredictability in wider charges. As a starting basis reviewing the number
of nodes in a zone to help determine the impacts on stability and predictability in the long term.

» More broadly considering the balance between cost reflectivity, stability and predictability and assessing the
weight of importance between these elements will be important.

« Utilising the Electricity Ten Year statement (ETYS) operational boundaries as a basis to determine the generation-zones
to help provide a platform for a balanced impact across all generators (onshore and offshore) of the network.

« Determine the methodology to apply resistance to Direction Current (DC) circuits, by firstly considering'the current
approach utilised for HVDC sub-sea bootstraps to see if this is compatible or can be adapted.



Solution; Implementation and Elements out of Scope

Implementation Approach/Considerations
* Inclusion of HND Wider Circuits within the Transport and Tariff model.

* Level of complexity of amending the Transport and Tariff model will be determined by the detailed solution.

Elements out of scope of the modification
» Consideration of security factors for transmission circuits (onshore and offshore).
* Review of the methodology and approach to the connectivity element between generation zones.

* Review of the demand zones and associated methodology.



Any Questions?

ESO



Timeline for CMP419 — Proposed Timeline - Workgroup

Modification presented to Panel

Workgroup Nominations (15 Working Days)

Workgroup 1 — Workgroup 4
To discuss the defect, analysis required and begin
refining the solution

Workgroup Consultation (15 working days)

Workgroup 5 — Workgroup 7
To review the Workgroup Consultation responses
and to finalise the solution

Workgroup report issued to Panel (5 working

days)

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

25 August 2023

30 August 2023 to 20 September 2023

11 October 2023
09 November 2023
12 December 2023
17 January 2024

23 January 2024 to 13 February 2024

12 March 2024
16 April 2024
14 May 2024

23 May 2024

31 May 2024

Code Administrator Consultation (15 working days)

Draft Final Modification Report (DFMR) issued to Panel
(5 working days)

Panel undertake DFMR recommendation vote

Final Modification Report issued to Panel to check
votes recorded correctly

Final Modification Report issued to Ofgem

Ofgem decision

Implementation Date

04 June 2024
to 25 June 2024

18 July 2024

26 July 2024

30 July 2024 to 06 August
2024

07 August 2024

DD Month Year

01 April 2027



CMP419 - 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



Inflight Modification Updates

Milly Lewis, Code Administrator

ESO



CMP291: The open, transparent, non discriminatory and timely publication
of the harmonised rules for grid connection (in accordance with the RfG,

DCC and HVDC) and the harmonised rules on system operation set out
within the Bilateral Agreements Withdrawal

The Proposer withdrew their support for CMP291 on 16 August 2023. A withdrawal window was
opened up for 5 business days from this date and will close at 5pm 23 August 2023.

Based on industry responses to becoming the Proposer, Panel will agree the appropriate next steps:
« Support received
 AGREE prioritisation and terms of reference.

 No support received
« AGREE that the Modification can be withdrawn.



CMP393: Using Imports and Exports to Calculate Annual Load Factor for
Electricity Storage Timeline Update

Previous timeline 20 July 2023 21 September 2023 10 October 2023

New timeline 15 February 2024 18 April 2024 09 May 2024

Rationale: Additional time required to complete analysis and legal text for updated solution.

Workgroups Remaining: 4

Ask of Panel: Agree revised timeline



CMP393: Using Imports and Exports to Calculate Annual Load Factor for
Electricity Storage Request to change Terms of Reference

The Workgroup would like reflect the following within their Terms of Reference:

Amended Workgroup Terms of Reference

a) Consider EBR Electricity Balancing Regulations implications
b) Consider why this change only applies to a subset of storage technologies (i.e. battery and pumped storage). ,and-potential-diserimination

c) Undertake analysis on the behaviour of storage relative to the charging methodology of peak, year-round not shared, and year-round
shared. ThIS should include conS|derat|on of how storage acts in wholesale balancmg and anC|IIary - theextentto-which-sterage




CMP393: Using Imports and Exports to Calculate Annual Load Factor for
Electricity Storage Request to change Terms of Reference Continued

Amended Workgroup Terms of Reference

d) Consider any interactions with the TNUoS Taskforces , in-flight Modifications (CMP316 CMP331, CMP405) and the current NETS SQSS
review in terms of the treatment of storage.

e) Consider how CMP393 interacts with ESO’s ongoing work on Construction Planning Assumptions for storage as part of the new Two Stage
Offer process

f)  Consider the appropriateness of the solution for both positive and negative charging zones.

g) Consider whether the use of a ‘net’ as opposed to ‘gross’ ALF is consistent with the concept of ‘Sharing’ related to the Year Round
Background.

h) Consider the potential technical costs of implementing CMP393 to the ESO.
1)  Consider how implementing CMP393 would impact other parties and assets, including TNUoS charges.
j) Consider whether it is necessary to create a new generation classification for storage.

 AGREE the amended points within Terms of Reference



CMP402: Introductory of Anticipatory Investment (Al) principles within the
user commitment arrangements Timeline Update

Previous timeline 17 August 2023 19 October 2023 09 November 2023

New timeline 21 September 2023 16 November 2023 06 December 2023

Rationale: Additional time required to finalise solution and work towards a revised implementation date.

Workgroups Remaining: 2

Ask of Panel: Agree revised timeline



CMP405: TNUoS Locational Demand Signals for Storage Timeline Update

Previous timeline TBC TBC TBC

New timeline 15 February 2024 18 April 2023 08 May 2024

Rationale: After a period of analysis the Workgroup meetings restarted on 10 August 2023.

Workgroups Remaining: 6

Ask of Panel: Agree revised timeline



CMP411: Introduction of Anticipatory Investment (Al) within the Section
14 charging methodologies Timeline Update

Previous timeline 17 August 2023 21 September 2023 11 October 2023

New timeline 21 September 2023 16 November 2023 6 December 2023

Rationale: Additional time required to finalise the solution and the Workgroup Report. Dates align with CMP402 progression.

Workgroups Remaining: 2

Ask of Panel: Agree revised timeline



Panel Tracker

Milly Lewis, Code Administrator

ESO



Discussions on Prioritisation

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

ESO



Second Draft Final Modification Report

CMP379: Determining TNUoS demand zones for
transmission - connected demand at sites with multiple
Distribution Network Operators (DNOs)

Milly Lewis, Code Administrator

ESO



Solution

Solution/summary of solutions:

» To update Section 14 of the CUSC to clarify how TNUoS demand zones and therefore TNUoS demand
tariffs and charges should be determined for transmission-connected demand users who connect at the
boundaries of multiple DNO areas.

» |tis proposed that where a transmission site has a local GSP which connects to and feeds multiple
DNO networks, Demand Tariffs will be derived from the average zonal tariffs from the relevant DNO
zones. This applies to both Peak Security and Year Round tariffs.



Second Code Administrator Consultation Responses

Summary of Second Code Administrator Consultation Responses :

e Code Administrator Consultation was run from 05/07/2023 to 26/07/2023 and received 0 non-confidential
responses or confidential responses. Key points were:

» To provide industry an ability to respond to post clarification that the solution initially proposed a

methodology which set a “predominant DNO” to calculate tariffs, but the Proposer decide to amend their
original solution to the average methodology.

* No legal text issues identified.



CMP379 - 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

* NOTE next steps



CMP379 — Next Steps

Draft Final Modification Report presented to Panel 25 August 2023

Final Modification Report issued to Panel to check 30 August 2023 — 06 September 2023
votes recorded correctly (5 working days)

Submission of Final Modification Report to Ofgem 07 September 2023

Ofgem decision date TBC

Implementation Date 01 April 2024



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

Goverhrance-Standing-Group—Garth-Graham
TCMF — ESO Panel Member

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

Previous meeting — 13 June 2023
Next meeting — 12 September 2023

ESO




Updates on other industry codes




Horizon Scan
(February, May, August, November)

ESO



The Offshore Coordination Project has been set up by the ESO with
support from Ofgem and the Department for Business, Energy &

Industrial Strategy. ESO
Grid Code, Offshore box.OffshoreCoord@n Feb-23 Mods in flight
CUSC, and STC |Offshore wind has been identified as a critical technology in achieving [CoordinationfationalgridESO.com
net zero greenhouse gas emissions by 2050. In order to help realise this |Project Page
target, a step-change in both the speed and scale of deployment of
offshore wind is required.
The Transmission Network Use of System (“TNUo0S”) Task Force was
established by Ofgem and the ESO (National Grid Electricity System
Operator) in 2022. It is made up of a diverse group of participants to
ensure balanced representation across different interests and roles
within the industry. The key focus of the Task Force is to look at the
issues of predictability and cost-reflectivity in current transmission
charging arrangements, whilst considering the balance of and inherent TNUoS Task
trade-off between these two elements. —Force Chargingfutures@natio
CUSC Task Force meetings have now been reinstated (as Ofgem letters Mar- [ . : Aug- 23 Sep-23
. . Charging nalgrideso.com
23 & Apr-23). During the pause period, NGESO employed consultants to
e . Futures Page
undertake assessments on several areas within the TNUoS charging
methodology with the aim of identifying issues, and potential solutions.
Task Force meetings were reinstated w.e.f. 26/04/2023 and an overview
of the consultant’s supporting analysis was shared with Task Force
members. Further sessions are planned to cover a deep dive of topics
reviewed so far and to prioritise next areas of focus for future
discussion/investigation.
One of the key activities within Ofgem's 2021/22 Forward Work
Programme is to implement Market-wide Half-Hourly Settlement
(MHHS) reform. Market-wide Half-Hourly Settlement (MHHS) is a key MHHS
CUSC enabler of the flexibility to support the transition to Net Zero. The Aug- 23 Feb-24
webpage

MHHS Programme will contribute to a more cost-effective electricity
system, encouraging more flexible use of energy and helping consumers

lower their bills.



https://www.nationalgrideso.com/future-energy/projects/offshore-coordination-project
mailto:box.OffshoreCoord@nationalgridESO.com
https://www.chargingfutures.com/task-forces/task-forces/transmission-network-use-of-systems-charges-task-force/resources/
mailto:Chargingfutures@nationalgrideso.com
https://www.mhhsprogramme.co.uk/

Any Other Business




Activities ahead of
the next Panel
Meeting

Transmission Charging Methodologies Forum

Modification Proposals to be submitted

Papers Day

Panel Meeting

07 September 2023

14 September 2023

21 September 2023

29 September 2023
Teams



Close

Kyle Martin

Acting Independent Chair, CUSC Panel

ESO




