CUSC Panel

Friday 27 October 2023

Faraday House

ESO






Purpose of Panel & Duties of Panel Members

The Panel shall be the standing body to carry out the referred to in CUSC — Section 8 CUSC
Modification (8.3.3)

Functions (8.3.3)

The Panel shall endeavour at all times to operate:

* inan , taking account of the complexity, importance and
urgency of particular CUSC Modification Proposals; and

» with a view to ensuring that the CUSC facilitates

Duties of Panel Members & Alternates (8.3.4)

1. Shall act and in accordance with the requirements of the CUSC; and
2. Shall not have any

Shall not be representative of, and shall act without undue regard to the particular interests of the persons or body of persons
by whom they were appointed as Panel Member and any Related Person from time to time.



Voting

Any matter is decided by a simple majority of the votes cast at the meeting.
Panel members have to be present for their vote to count and an abstention shall not be counted as a
cast vote.

Vote on whether or not to recommend Urgent treatment — in the event of a tie,
the Chair shall have the casting vote (CUSC 8.24)

No specific vote, unanimous agreement required (CUSC 8.29)
No specific vote, majority agreement required (CUSC 8.22.2)

Vote on whether or not to recommend implementation - in the event of a tie, the
Chair shall have the casting vote (CUSC 8.11)

Vote to decide whether to implement — in the event of a tie, the Chair shall have
the casting vote (CUSC 8.25)



Getting Prepared

Papers Day

CUSC Panel

5 clear working days prior to
Panel

Last Friday of each month
unless agreed otherwise
(except December where Panel
is held 3 Friday of the month)

Panel members sent relevant
papers for CUSC Panel meeting

Meeting to discuss progress of
modifications and CUSC issues.

Read papers to enable full participation
in meeting - We will set out the key asks
in our covering email

Complete voting statements if required
Attend meeting (or send apologies
early, so the Alternate Rota can be
used)

\Vote

Prepare for meeting



Panel Ways of Working

Objective of Panel: Panels facilitate change to the respective Code by overseeing the modification process ensuring modifications and changes to the
Codes are carried out in an efficient, economical and timely manner.

For each modification proposal: » Timely progression of all modifications with a strong focus on quality

Agreeing the route and timetable it should follow
Assessing if a workgroup is required and setting the terms of reference

Consideration of the Applicable Code Objectives set out in the
Transmission Licence

Recommendation to Ofgem / Decision where Ofgem decision not
required

Establishing Standing Groups
Prioritisation (in flight and new modifications)

inputs and outputs and all pertinent information set out clearly in Final
Modification Reports to allow Ofgem to make informed decisions

Modifications being challenged by a wide audience with participation
across all stakeholder groups and all views being taken into account
within recommendations

Efficient development of changes that demonstrate value for money for
consumers

Strive to attend all meetings, or send apologies to allow an alternate to
attend, having completed any preparation work

Remain impartial with appropriate challenge
Actively participate in discussions

Have the interests of the industry in mind at all times
Fulfil any responsibilities assigned

Address any conflicts of interest

Listen quietly to and respect the views of others
Value Diversity
Make smart use of time

Contribute to good quality discussions and provide constructive
challenge

Progress Code development with impartiality and for the benefit of the
whole of the industry

Raise significant concerns/AOBs in advance to Chair (cc Code Admin)
Sending apologies in advance



Chair’s Expectations

Behaviours

* Read and fully digest papers (employer letter gives priority to Panel work)

Raise contentious issues in advance so there are no surprises or agenda

* Discuss AOB items first with Chair and secretariat derailments

« Act with impartiality and independence, represent your constituency not your Greater focus on end consumer impacts

company * Provide timely input of voting statements and prioritisation views

* Focus on the strategic role of the Panel and avoid straying into detailed Respect the process with no “after the event” or post-decision thoughts
Workgroup conversations - Respect housekeeping protocols

Prioritisation

» Take responsibility and be accountable for using your industry expertise to identify where the Panel should focus its priorities
* Focus on issues of strategic importance and not on detailed points of process or operation

» Understand resource constraints

Voting
* Please do not raise new issues during the vote as it hampers independence

* No herd voting or manipulation of voting order

Voting Recording and Validation

* When a solution has a clear majority within the best vote this is what will be concluded as the Panel’'s recommendation.

* When no solution has a clear majority within the best vote the number of voting members will be recorded and issued as there being no consensus
recommendation

* When asked to check your vote post Panel, no response will be taken as you having no opposition to the documented vote



Approval of Panel Minutes

Approval of Panel Minutes from the Meeting held
29 September 2023
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Authority Decisions and Update (as at 18 October 2023)

Decisions Received since last Panel meeting

. None

Decisions Pending

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

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

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’

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

CMP398 ‘GC0156 Cost Recovery mechanism for CUSC Parties’

CMP412 ‘CMP398 Consequential Charging Modification’
CMP414 ‘CMP330/CMP374 Consequential Modification’

Received Final Modification Reports since last Panel Meeting

CMP392 ‘Transparency and legal certainty as to the calculation of TNUoS in conformance with the Limiting Regulation’

CMP408 ‘Allowing consideration of a different notice period for BSU0S tariff settings’
CMP415 ‘Amending the Fixed Price Period from 6 to 12 months’

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

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

06/04/2022

10/08/2023

12/07/2023

08/02/2023

07/06/2023

07/09/2023

11/07/2023

11/07/2023
10/08/2023

13/10/2023
13/10/2023
13/10/2023

16/11/2023*

08/03/2024

30/10/2023

08/12/2023*

10/11/2023

27/10/2023*

15/11/2023*

15/11/2023*
08/03/2024

* Dates moved since last update


https://www.ofgem.gov.uk/publications/code-modificationmodification-proposals-ofgem-decision-expected-publication-dates-timetable
https://www.nationalgrideso.com/industry-information/codes/cusc/modifications/cmp392-transparency-and-legal-certainty-calculation-tnuos-conformance-limiting-regulation
https://www.nationalgrideso.com/industry-information/codes/cusc/modifications/cmp408-allowing-consideration-different-notice-period-bsuos-tariff-settings
https://www.nationalgrideso.com/industry-information/codes/cusc/modifications/cmp415-amending-fixed-price-period-6-12-months
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/cmp330cmp374-allowing-new-transmission-connected
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/cusc/modifications/cmp379-determining-tnuos-demand-zones-transmission
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/cmp414-cmp330cmp374-consequential-modification

CMP423
Generation Weighted

Reference Node
John Tindal SSE

October 2023




Critical Friend Feedback — CMP423

Structure of the proposal to make the document flow better Proposer accepted all amendments made by the
for the reader Code Administrator



What is the issue ?

Defect

» TNUOoS Transport model currently calculates incremental flows by bringing total generation and demand into
balance by pro-rata increasing all demand using a “demand weighted reference node”. This is not cost
reflective and is detrimental for effective competition.

Proposed solution

» Switch from a demand weighted Reference Node to a generation weighted reference node instead

“14.15.27 Using these baseline networks for Peak Security and Year Round backgrounds, the model then calculates for a given
injection of LMW of generation at each node, with a corresponding 1MW reduction of generation efftake{ret-demand)
distributed across all generation demand nodes in the network, the increase or decrease in total MWkm of the whole Peak
Security and Year Round networks. The proportion of the 1MW reduction of generation efftake allocated to any given generation
demand node will be based on the total background nodal generation retdemand in the model. For example, with a total net
GB generation demand of 60GW in the model, a node with a generation ret-demand of 600MW would contain 1% of the
reduction of generation efftake i.e. 0.01MW.”

30 @ Sse



Process

» Normal CUSC Workgroup process
» Implementation 1t April 2026, earlier if possible

» Ofgem decision at least 6 months before implementation to provide sufficient notice for parties

31



Why Reference Node matters

Before Project TransmiT: Choice of Reference Node did not matter for either absolute, or relative charges for individual users

» Choice of specific Reference Node did not change either the magnitude, or relative locational signals faced by different users because:

» All users paid their locational tariff and Residual tariff on the same charging base, so any changes cancelled each other out

* Re-referencing brought charges back to G:D split of 27:73 irrespective of choice of Reference Node

After Project TransmiT: Choice of weighted Reference Node does matter — Impacts both absolute and relative charges paid by individual
users

This means it is now important to consider the most appropriate way of dealing with the Reference Node

> Generation

» Different generators pay different elements of TNU0S charge on different charging bases: conventional generators pay the Peak Security tariff,
while intermittent generators do not, all generators pay the Year Round Shared tariff by their own different station specific ALF, and
conventional carbon generators have their ALF applied to their Year Round Not-Shared tariff, while other generators pay this at 100% of TEC,
Generator Adjustment Credit applied on 100% of TEC.

> Demand

+ Demand Residual is now applied to a different charging base from the locational demand charges.

* TNUo0S Task Force may split Peak Security and Year Round onto different charging bases

32 @ Sse




Potential impacts

G:D split may remain the same

Generation
» Reduce scale and need for generator adjustment credit

» Reduce total collected from generation Wider locational towards £zero (currently
large £positive collection)

Demand
» Reduce the value of unavoidable Demand Residual charges

» Demand charges weighted more towards Wider locational charge

Other issues to consider
» Network sharing calculation in Transport and Tariff model

> Review potential locations for new generation such as via the TEC Register,
seabed leasing, or other planning sources

» Impact on tariffs that may arise from changes in the way circuits may be placed
into either Peak Security and Year Round buckets

» Interaction with other TNU0S Task Force proposals

Illustrative Generation Wider Locational Tariffs (sum of Peak Security
and Year Round tariffs)

|Horizonta| (Category) Axis I

~~~~~~ Generation: Baseline

Generation: Proposed generation weighted Reference Node

Illustrative sum of Demand Locational Tariffs
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Proposed Generation-Weighted Reference Node (remove floor at £zero)
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Evaluation against applicable CUSC objectives

Improved cost reflectivity

» Charges would better reflect incremental transmission system cost/benefit that is caused by a user’s decisions

1)  Generation: For change in generation, system responds by changing generation elsewhere, not by changing
demand

i) Demand: For change in demand, system responds by changing generation, not by changing demand elsewhere

Improved Effective Competition

» Better for GB generation vs international markets: Reduces the distortionary competitive disadvantage of GB
generators compared with generators in other countries that do not pay transmission charges

> Better competition between GB generation and demand
More level playing field of price signal between voltage of connection, co-location, or behind customer meters

1) Locational signals: Reduce distortion caused by demand “floor at £zero” and make demand and generation
locational charges more equal/opposite.

I) Residual charges: Reduce magnitude of both Demand Residual and Generator Adjustment Credit:

o Better enable demand to take action to reduce their own TNU0OS charges because demand Residual charges
are reduced as more of demand charge is weighted towards locational instead of Residual.

o Reduce distortions caused by different parties being exposed to different adjustments, or residuals. Better align
the business case for generation and demand across different voltages, co-located arrangements, and behind
customer meters.

34 @Sse




Timeline for CMP423- Proposed Timeline - Workgroup

Modification presented to Panel

Workgroup Nominations (15 Working Days)

Workgroup 1,2,3,4 & 5
To discuss the defect, analysis required and begin
refining the solution

Workgroup Consultation (15 working days)

Workgroup 6, 7 & 8
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

27 October 2023

31 October — 21 November 2023

22 January 2024
27 February 2024
09 April 2024

14 May 2024

25 June 2024

02 July 2024 — 23 July 2024

07 August 2024
10 September 2024
22 October 2024

21 November 2024

29 November 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

02 December 2024 — 23
December 2024

23 January 2025

31 January 2025

04 February 2025 - 11
February 2025

12 February 2025

30 September 2025

01 April 2026



CMP423 - 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



CMP424: Amendments to Scaling Factors used for Year Round
TNUo0S Charges

Martin Cahill, ESO




Critical Friend Feedback — CMP424

Timeline added Proposer accepted all amendments made by the
Code Administrator
Clarification on methodology/ worked example requested

Clarification on cross code impacts requested



What are Scaling Factors?

« Scaling factors are used in the calculation Table 1.5 Generation scaling factors for the purpose of tariff calculation
of TNUOoS tariffs (Year-Round Background _
and Peak Security) Generation Plant Type Peak Security Year-Round

Background Background

» There are pre-defined and variable scaling

factors which are detailed in SQSS Intermittent Fixed (0%) Fixed (70%)
(Appendix E gives the different parameters Nuclear & CCS Variable Fixed (85%)
(for directly scaled plant) and calculation Interconnectors Fixed (0%) Fixed (100%)
(for variably scaled plant) to be used Hydro Variable Variable

Electricity Storage (including

* Factors are used to scale capacity of plants Pumped Storage) Variable Fixed (50%)
to equal the ACS Peak Demand (estimated Peaking Variable Fixed (0%)
unrestricted winter peak demand on the - , :

Other (Conventional) Variable Variable

ETS for the average cold spell)

The statement of use of system charges

« If any scaling factors are negative the
TNUOS tariff model will not work

» e.g. a—ve scaling factor for CCGTs would
mean adding 1MW reduces network cost
rather than increasing



Why is this an issue?

« Large amount of wind on the network shifts the
calculation

» Wind has a direct scaling factor of 70%

« As the amount of wind in relation to other
generation types on the network increases, the tc
of the formula becomes smaller and smaller, unti
IS negative and all variably scaled factors becom:
negative

* This breaks the model for additional calculations
on shared tariffs

* In next few years, this will result in negative

calculated scaling factors, unless any changes at.

made

« TEC register regularly changes so difficult to
pinpoint exactly when negative tariffs will occur

 Also a question of current state cost reflectivity —
CCGTs around 8%, so adding 1GW of generation
would only result in 80MW modelled

Direct Scaling
Factor for

ACS Peak -
Demand specific plant
B+ Z Li— X Rm
] m"

> ;R.T,,
1

Capacity of Variably
scaled plant

Capacity for directly
scaled plant



What is the proposed solution?

* Introduce a control to the mechanism
which floors Scaling Factors at 10%

* Fixed Scaling Factors would uniformly
adjust to allow this

* This would be introduced as a short
term fix, whilst SQSS is reviewed and
considers enduring changes to scaling
factors

Why?

* Review of SQSS could take a significant amount

of time, and risks —ve scaling factors in
calculation before any changes are made

CUSC currently references SQSS for scaling
factors to be used in transport model. This
method would maintain alignment to SQSS as
much as possible whilst addressing defect

Relatively simple to implement

10% ensures there is some impact included in
tariff setting for additional flexible generation
(rather than flooring to 0%)

Variable scaling factors are currently being
calculated at around 8% so this would be a
minimal change from current state



Timeline for CMP424 — Proposed Timeline - Workgroup

Modification presented to Panel

Workgroup Nominations (15 Working Days)

Workgroup 1,2 and 3
To discuss the defect, analysis required and begin
refining the solution

Workgroup Consultation (15 working days)

Workgroup 4 and 5
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

27 October 2023

31 October 2023 to 21 November
2023

12 December 2023
15 January 2024
5 February 2024

09 February 2024 to 01 March 2024

18 March 2024
9 April 2024

18 April 2024

26 April 2024

Code Administrator Consultation (15 working days)

Draft Final Modification Report (DFMR) issued to Panel

(5 working days)

Panel undertake DFMR recommendation vote

Final Maodification Report issued to Panel to check
votes recorded correctly

Final Modification Report issued to Ofgem

Ofgem decision

Implementation Date

30 April 2024 to 21 May 2024

20 June 2024

28 June 2024

01 July 2024 to 08 July 2024

07 July 2024

By 30 September 2024

01 April 2025



CMP424 - 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



CMP286 : Improving TNUoS Predictability through Increased Notice of the
Target Revenue Timeline Update

Previous timeline 19 October 2023 7 December 2023 5 January 2024

New timeline 16 November 2023 19 January 2024 9 February 2024

Rationale: A further Workgroup is required to cover finalise the legal text.

Workgroups Remaining: 1

Ask of Panel: Agree revised timeline



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

Previous timeline 19 October 2023 7 December 2023 3 January 2024
New timeline TBC TBC TBC
Rationale:

» Further clarity required on the solution including analysis to justify the numbers being codified into the CUSC.
« Alate Alternative request made requiring further development and clarity.
» Prospect of a further Alternative being raised once the solution is finalised.

Workgroups Remaining: None currently scheduled

Ask of Panel: To note a new timeline is being considered for CMP402



CMP418: Refine the allocation of Static Var Compensators (SVC) costs at
OFTO transfer Timeline Update

Previous timeline 18 January 2024 14 March 2024 04 April 2024

New timeline 15 February 2024 18 April 2024 06 May 2024

Rationale: To align with the Proposer's diary and ensure quoracy.

Workgroups Remaining: 3

Ask of Panel: Agree revised timeline?



CMP419 Generation Zoning Methodology Review Request to
change Terms of Reference

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

Consider EBR implications

Consider how the implementation of a new zoning methodology and its governance associated impact of rezoning will
impact the predictability, cost reflectivity, and stability of charges.

Assessing the use of ETYS boundaries and/or use of other methods to develop generation zones before considering how
this may or may not increase the range of nodal prices within a generation zone.

Assess the frequency of reviewing the number of generation zones, factoring in the decision from CMP324/325 and
associated impacts on the stability of TNU0S charges.

Assess cross code impacts and relevant requlatory changes

CMP419 - the asks of Panel
« AGREE the amended and additional points within Terms of Reference



Panel Tracker

Milly Lewis, Code Administrator

ESO



Discussions on Prioritisation

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

Deep-dive assessment of all Modifications that sit within the
prioritisation stack

ESO



Workgroup Report

CMP315: TNUoS: Review of the expansion constant and
the elements of the transmission system charged for and

CMP375: Enduring Expansion Constant & Expansion
Factor Review

Milly Lewis

ESO



Key points to note to the Panel

« The only difference between the solutions for CMP315 and CMP375 Original is that CMP315 includes non-
circuit elements (e.g. substations) within the works to be factored in when calculating the Expansion
Constant, and CMP375 doesn't.

« It is the view of the Workgroup that CMP315 and CMP375 are mutually exclusive, however given the
overlap between the maodifications the solutions have been developed in parallel. No request has been
made to amalgamate the modifications.

« CMP315 and CMP375 are separate modifications, with separate terms of reference, solutions, legal
text and voting statements



Summary of Solutions

Works Extend the scope of works used in the calculation of the Expansion Constant to include: As per CMP315 as per CMP375 Original
Included * New Circuits - construction of a new circuit. but excludes Non-
» Circuit Reinforcements - reusing existing towers but reinforcing conductor. Circuit
» Non-Circuit Reinforcements - replacement or enhancement of assets at substations.  Reinforcements -
+ Circuit Life Extensions - works to keep existing assets in use for longer than originally replacement or
intended. Recalculate and apply an Expansion Constant (EC) value (for each circuit ~ enhancement of
type as per today) applicable from the Implementation Date based on the wider scope assets at
of works. Substations.
» Civils Costs - civil costs associated with overhead towers or underground cables are
included, based on specific project profiles as described in STCP14-1.
Weighting |[MW km years based weighting — as of today, the EC is calculated as the length weighted As per CMP315 Each EC or EF is calculated as a weighted average of cost data
Methodology |average cost of all relevant construction over the previous 10 years with the construction based on a set of expected works (a “basket of works”). The
cost in each relevant year indexed by inflation to the current year. basket of expected works will be forward-looking and based on the
future works set out in the TOs price control business plans for
For annuitisation, split the cost of reinforcement that creates new capacity (incremental each voltage level and circuit type. There is also the introduction of
MW) and new additional life (incremental life). MW km to weight the costs of reinforcements. When calculating
the representative basket of works, it proposes to use km
weightings as this data is already produced as part of TOs
regulatory reporting.
Data Per asset class; 10 years of historic data. As per CMP315 Up to 30 years of historic data (noting that only 10 years of historic

Use previous year's data and apply a "smoothing" factor (13% weighting factor applied
per year for new build and by implication 87% for the existing build cost, after adding
inflation to last year’s value for the same) to mitigate volatility and prevent sudden step
changes. After a 5 year period, half of the value of the EC for a given asset class will be
driven by new data across that 5 year period, and half of it will be driven by the value
preceding it. The Workgroup called this a data half life of 5 years. It matches the current
duration of a price control period, and is felt to reflect a reasonable compromise between
stability of the cost data and cost-reflectivity, bearing in mind that a marked potential step
change in 2020 was regarded as undesirable by all participants and led to the CMP353
being approved. The smoothing is intended to prevent that situation arising again.

data is available currently) and apply a 13% smoothing factor for
all years to mitigate volatility.

The calculation after year 1 is performed each year using last
year’s data bundled up with the previous 10 years.

Data is accumulated each year until there is 30years worth, after
which it moves to a rolling 30years of data.



https://www.nationalgrideso.com/document/41076/download

Workgroup Vote

Summary of Workgroup Vote:

« The Workgroup concluded by majority that the CMP315 Original better facilitated the applicable CUSC
Objectives than the Baseline.

* The Workgroup concluded by majority that the CMP375 Original and WACM2 solutions better facilitated the
applicable CUSC Obijectives than the Baseline.



CMP315 - Terms of Reference

The Workgroup conclude that they have met their Terms of Reference and the references can be located below:

a)

b)

f)
g)

h)

)

k)

Consider Electricity Balancing Regualtion implications
Review of the principles of the current methodology

Consider the effect on both TNUoS demand charges
and generation charges

Consider any interaction with demand TNUoS tariffs if
floored at zero

Consider in terms of aligning with Recital 63 of EU
Renewable Energy Directive (2009/28/EC)
Consider the distributional effect on Consumer tariffs

Implementation timeframes to be considered ahead of
the TO RIIO price controls in 2021

Consider interactions with the Transmission license
and any cross code impacts especially STC

Be mindful of, and consider, the SCR

Clarify need, as soon as possible, for any external
analysis
Consider interactions with CMP375

As stated in Interactions section, there are no interactions.

Covered within Transport and Tariff Model Interpretation — General section

Covered in Tariff Analysis section

Covered in Tariff Analysis section

This is no longer relevant as it is no longer explicitly recited in the relevant UK Statutory Instrument.
Covered in Tariff Analysis section and what is the impact of this change section

Implementation timeframes considered as part of the workgroup meetings. There is no longer any change in
the EC approach due on the transition to the new price control, and therefore has no significant impact.
Cross code impacts are covered in the Interactions section.

Transmission license interactions — this has been considered and there is a fairly limited interaction. The only
interaction that has been found is with the Weighted Average Cost of Capital (WACC) and the overhead factor,
and there is no need for any changes as a result of this modification.

STC interactions are covered also in detalil.
Targeted Charging Review Significant Code Review has already been covered by the outcome from Terms of
Reference. There are no other interactions to note.

Covered in Lane and Clark (LCP) analysis section

This is covered throughout the Workgroup Report



CMP375 - Terms of Reference

The Workgroup conclude that they have met their Terms of Reference and the references can be located below:

f)

9)

h)

Consider Electricity Balancing Regualtions implications

Consider all elements raised by the Proposer and agree guiding principles

Review and specify data required from Transmission Owners

Consider interactions with CMP315

Consider cross code implications, particularly STC

Consider what notice period would be appropriate

Consider providing ~ 5 year TNUoS forecast (from implementation date) that

incorporates the Original proposal and potential alternatives
scenarios/sensitivities
Consider the impacts on consumers

Take into account any wider Charging developments e.g. Rezoning

as

As stated in Interactions section, there are no interactions.

Covered within Transport and Tariff Model Interpretation — General section

Covered in the Data section

Considered throughout the Workgroup Report

Cross code impacts are covered in the Interactions section.

STC interactions are covered in this section also in detail.
This is covered by the transitional arrangement in the smoothing factor. Detail can be
found in the smoothing factor section.

The 5 year tariffs show very little difference to the baseline due to the smoothing in
and therefore does not materially impact the solutions. Sufficient information has
been provided as part of the discussions.

Covered in the “What is the impact of this change” section

This is covered in the Other Modifications section



CMP315 & CMP375 - the asks of Panel

 AGREE that the Workgroup have met their Terms of Reference
 AGREE that these Modifications can proceed to Code Administrator Consultation

 NOTE that these Modifications do not impact the Electricity Balancing Regulation
(EBR) Article 18 terms and conditions held within the CUSC

 NOTE the ongoing timeline



CMP315 & CMP375 Next Steps

Code Administrator Consultation (15 working days) 31 October 2023 to 5pm on 21 November 2023
Draft Final Modification Report issued to Panel 07 December 2023
Draft Final Modification Report presented to Panel 15 December 2023

Final Modification Report issued to Panel to check 18 December 2023 — 02 January 2024
votes recorded correctly (5 working days)

Submission of Final Modification Report to Ofgem 11 January 2024

Ofgem decision date TBC

Implementation Date 01 April 2025



Workgroup Report

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

Claire Goult (Code Administrator Chair)

ESO



Key points to note to the Panel

There are no cross-code impacts, however this modification has a limited interaction with CMP402:
Introduction of Anticipatory Investment (Al) principles within the User Commitment Arrangements. CMP411

considers Al from a network charging perspective whereas CMP402 considers Al from a User
Commitment perspective.

ESO require a clear 6 months to implement. The Workgroup believe generators would need to have
visibility of and understand the methodology for Al cost recovery to allow this to be built into their business
plans and aid any investment decisions (Q1 2024 by 31 March 2024 if possible).



Solution and Workgroup Vote

Solution:

« Changes to the CUSC will be required to implement Ofgem’s decision in relation to Anticipatory Investment
(Al). This Original proposal seeks to introduce Al and a mechanism for the recovery of Al costs within
Section 14 charging methodologies subject to Ofgem’s final policy decision. Implementation 1 April 2025.

« After the offshore transmission assets have been transferred to an OFTO and prior to the subsequent
Generator(s) connecting, the Al Cost Gap will be recovered from Demand customers via the Transmission
Demand Residual.

« The Al Cost Gap will be repaid to Demand customers by the subsequent Generator(s) either through the Al
Cost Gap Tariff or via one payment in the charging year in which the subsequent Generator(s) connects.

Summary of Workgroup Vote:

« The Workgroup concluded unanimously (5 out of 5) that the Original proposal better facilitated the
applicable CUSC objectives than the current Baseline arrangements.



Terms of Reference

The Workgroup conclude that they have met their Terms of Reference and the references can be located below:

Workgroup Term of Reference Location in Workgroup Report

a) Consider EBR implications No EBR implications.

b) Consider Ofgem’s decision on Anticipatory Investment  JSIy[e [ eeTa I [e [T d[e]sWol ll dfeToJo <] at o] [F]d[e]3
(Al) (published 18 October 2022) and any further
decisions/policy

c) Consider application of the solution to the Holistic Under consideration of Proposer’s solution and within
W S e e L G W T (e R TR e el a1 T =5 e [lq i3 workgroup considerations section (page 12) where

to ensure principles can be applied to actual scenarios of changes of Transmission Entry Capacity
designs/offshore windfarm projects are considered.

d) Consider how the Al Cost Gap* is recovered prior to Under consideration of Proposer’s solution
and post the subsequent generator(s) connecting to the

National Electricity Transmission System

*The difference between what is payable to the OFTO by

the subsequent generator(s) and cannot be recovered

from them is referred to as the ‘Al Cost Gap’




Terms of Reference

The Workgroup conclude that they have met their Terms of Reference and the references can be located below:

Workgroup Term of Reference Location in Workgroup Report

e) Consider how ‘non- Al’ and ‘Al’ values (determined by the Under consideration of Proposer’s solution and in the
early-stage assessment process for projects incurring any Al legal text.

expenditure) would be recovered from both the initial and

subsequent generator(s).

) Consider how stakeholders would get visibility of how the Al R le [l ] N [e [T d[e]aNo] gl Lo IS e1 [Vidlo] s K= aTe
Cost Gap gets calculated and early visibility of the value. within the Workgroup consideration section within
the worked example (pages 9-10)

g) Consider the application of inflation and interest to relevant  I\iidalla R ER eI C={go o Relo s [o [T d[eTa I Lerd o]y
parties in terms of the cost to consumers and the cost to (pages 11-12)
subsequent generator(s).

h) Consider the potential duration of the Al Cost Gap. Under consideration of Proposer’s solution and
within the Workgroup considerations section (page 8)

1) Consider the understanding of “known™ as per Ofgem’s policy R'\ii1sl[sRea[cRW eI (el s Neela N (e[Sl N A o] A Y letd [o]g!
decision.

j) Consider the impact on consumers including if subsequent Within the Workgroup consultation summary (page
generator(s) don’t connect to the National Electricity 13-14)
Transmission System.




CMP411 — the asks of Panel

 AGREE that the Workgroup have met their Terms of Reference
« AGREE that this Modification can proceed to Code Administrator Consultation

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

 NOTE the ongoing timeline



CMP411 Next Steps

Code Administrator Consultation (20 working days)
Draft Final Modification Report issued to Panel
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

06 November 2023 to 27 November 2023

07 December 2023

15 December 2023

18 December 2023 to 02 January 2024

05 January 2024
Requested by 31 March 2024

1 April 2025



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

Governance Standing Group — Garth Graham
TCMF — ESO Panel Member
CISG Connections Subgroup Terms of Reference — Joe Henry



Terms of Reference — CISG Subgroup

At CISG subgroup has now
met four times. The Terms
of Reference were
distributed to CUSC Panel
ahead of this meeting

The ToR were formulated
by ESO and sent to the
Sub Group for review. It

was asked that these ToR
were approved by CUSC

Panel

Ask — Do Panel approve
the Terms of Reference?

Is there any feedback?

Panel will continue to be
updated on the progress of
the subgroup

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 -10 October 2023 Meeting materials and Headline Report /

Next meeting — 14 November 2023

ESO



https://www.nationalgrideso.com/calendar/jesg-meeting-10-october-2023

Updates on other industry codes




Relevant Interruptions Claim Report
(January, April, July, October)

1 July — 30 September 2023

ESO


https://www.nationalgrideso.com/document/290896/download

Any Other Business




Activities ahead of
the next Panel
Meeting

Transmission Charging Methodologies Forum

Modification Proposals to be submitted

Papers Day

Panel Meeting

02 November 2023

09 November 2023

16 November 2023

24 November 2023
Teams



Close

Trisha McAuley OBE

Independent Chair, CUSC Panel
ESO
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