CUSC Special Panel
Tuesday 14 September 2021

Online Meeting via Teams
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CMP368 'Updating Charges for the Physical Assets Required for Connection,
Generation Output and Generator charges for the purpose of maintaining
compliance with the Limiting Regulation &

CMP369 'Consequential changes to Section 14 of the CUSC’
Paul Mullen, Code Administrator
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CMP368 has been raised to give effect to the Authority determination within the CMP317/327 decision
published on the 17 December 2020 to amend the definition of Assets Required for Connection, create new
definitions of ‘GB Generation Output’ and define Generator charges for use in the Limiting Regulation range
calculation.

CMP369 proposes to update the legal text relating to ‘Generation Output’ detailed in the tariff setting
methodology within Section 14.14.5 and the Ex-Post Reconciliation within Section 14.17.37 of the CUSC to
align with the updated definitions introduced by CMP368. It also proposes to update the GCharge element
within the legal text to align with the definitions introduced via CMP368 to facilitate the removal of ‘Large
Distributed Generators’ charges from the compliance calculation as directed by the Authority.

CMP368 & CMP369 has been assessed by a Workgroup and will require Authority decision (Standard
Governance).

Implementation date is 1 April 2022.
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Workgroup Consultation held between 11 June 2021 and 2 July 2021. Ten non-confidential responsesreceived.

Excludeboth volumes and charges of LDG from compliance calculation or exclude volumes only. Mixed response - Some felt
excluding both was the correct interpretation of the Regulation and in line with the CMP317/327 Decision. Others believed since Distribution
connected producers also contribute to overall costrecovery, the charges they pay should be included in the calculation of average tariffs.
Some Workgroup members did not support inconsistent treatment of the charges and volumes as this could cause distortion.

Specificchangesto a BCA that may trigger the reclassification of assets. It was questioned whether when an asset changes hands
between physical producers, it should trigger a reclassification of assets. The Workgroup noted thata “producer” is a “natural or legal
person generating electricity”. The Workgroup were concerned that this interpretation could lead producers to change their legal entities
with the sole purpose of triggering a re-classification of their assets. The majority of Workgroup members agreed that a change of
ownership should not change how network assets are treated. Further guidance was sought from Ofgem on this matter, however no further
guidance could be provided.

Obligation onthe ESO to publish The majority of respondents agreed that there should be an outturn value and transparently show the
working for the compliance calculation. It was agreed to incorporate into the legal text.

TNUoS VS Transmission Charges. The majority of respondents agreed that the legal definitions should be limited to TNUoS charges only,
as it is clear within Ofgem's decision whatthe TNUoS charges should encompass. The Workgroup discussed this further and it was
concluded thatthe TNUo0S charges definition would be used and clearly outlined in the legal text as the Transmission Charges definition
couldn’tbe clearly defined.

Legal interpretation issues. Respondents and Workgroup Members voiced concerns around the legal interpretation and lack of
transparency in the calculation, stating that there has not been enough time allocated to this modification to develop robust, consistent,
practically applicable business rules and that independent legal advice is necessary to determine exactly whatis and is not within the
Connection Exclusion.
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19 Workgroup Alternative CUSC Modifications were brought forward by the Workgroup for CMP368.
No WACMs were brought forward for CMP3609.

All of the WACMSs refer to Distributed Generators / Embedded Generators rather than Large Distributed Generators as per Ofgem’s
Direction. This is because the AFLC SCR proposed that DG more than or equal to 1 MW should be captured as being liable for TNUOS
after its implementation date. Therefore workgroup members felt it was not necessary to make a distinction.

The WACMSs are combinations of the following elements:

 Whether to include the volumes and charges, exclude the volumes and charges or exclude the volumes only associated
Distributed Generatorsin/fromthe compliance calculation.

*  Whether to include or exclude demand transmission charges paid by generators (previously referred to as Station Demand in the
Workgroup Consultation) in/ffromthe compliance calculation.

* What the appropriate timestamp should be for determining Pre-Existing Assets.

« What constitutes as a sufficient level of ‘interconnectedness’ for charges associated with assets to not fall within the Connection

Exclusion.
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The Workgroup Vote took place on 28 July 2021.

CMP368 - Assessment of the Original and WACM1 to WACM19 vs Baseline

The Workgroup by majority concluded that the Original, WACM7, WACM17, WACM18 and WACM19 better facilitated the
applicable objectives than the current CUSC.

CMP369 - Assessment of the Original vs Baseline

The Workgroup concluded unanimously that the Original better facilitated the Applicable Objectives than the Baseline.
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« The Workgroup concluded 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 EBGL implications No impact.

b) Consider ESO’s proposed Definition changes and| Workgroup Considerations section
consequential charging changes and whether this aligns
with the Authority’s decision on 17 December 2020, the
Competition Markets Authority decision on 30 March 2021
and the Limiting Regulation.

c) Consider the transparency of compliance with|Workgroup Considerations section
Regulation 838/2010 (the Limiting Regulation)

Special CUSC Panel on 6 August 2021 agreed unanimously that the

Workgroup had met its Terms of Reference. | )
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Code Administrator Consultation held between 10 August and 1 September 2021. Seven non-confidential responses received. No legal text
iIssues were identified.

CMP368

Respondents largely echoed comments raised in the Workgroup meetings and Workgroup consultation.

Views were mixed on which of the proposed solutions better facilitate the applicable objectives. There was support shown for the Original
and WACMs 6, 17, 18 and 19. One respondent highlighted that there is insufficient data and analysis to assess the impact of each WACM.

One respondent voiced their concerns about the level of transparency and subjectivity in the Connection Exclusion calculation in the
Original Proposal in particular.

One respondent suggestedthat the Authority should consider extending the period of implementation and provide sufficient time for the Non
Pre-Existing Assets / Pre-Existing Assets local asset definitions process to be applied and reviewed to ensure consistency and accuracy.

The Proposer in their response noted that leave has been granted for a judicial review of the CMA decision on the Ofgem December 2020
CMP317/327 decision, and the proceedings may potentially impact the CMP368 decision date. If a delay to the decision as a result of the
JR were to materialise, NGESO would endeavour to ensure implementation could still occur by April 2022.

The Proposer highlighted in their response that at CUSC Panel it was asked what potential impacts CMP368 might have on consumers.
Initial analysis by NGESO suggests that the combined impact of the proposed changes to include in the assessment of compliance pre-
existing assets and to remove Large Embedded Generation from the calculation, would have a net effectin the region of -£8mto +£12min
relation to an overall compliance value of circa £350m for the 2022/23 charging year.

CMP369

10

All of the respondents agreed thatthe CMP369 Original proposal better facilitates the applicable objectives.
One respondent highlighted that the timing of the implementation should be considered to ensure clear application of the business rules.
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Panel undertake DFMR recommendation vote (Special Panel)

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

Final Modification Report issued to Ofgem
Ofgem decision

Implementation Date

14 September 2021

15 September 2021

23 September 2021
By 28 October 2021

1 April 2022
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 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 CMP368 Original proposal and WACMs 1 — 19 inclusive better facilitate the
objectives than the current CUSC arrangements?

« Does the CMP369 Original proposal better facilitate the objectives than the current CUSC
arrangements?

« NOTE next steps
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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.
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Draft Final Modification Reports

CMP308 - Removal of BSU0S charges from Generation /
Paul Mullen, Code Administrator /
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CMP308 seeks to modify the CUSC to better align GB market arrangements with those prevalent
within other EU member states. This will deliver more effective competition and trade across the
EU and so deliver benefits to all end consumers.

It is proposed that liability to pay Balancing Services Use of System (BSUo0S) charges, which are
currently charged to all liable CUSC parties on a non-locational MWh basis, is removed from GB
Generators.

The Second Balancing Services Charges Task Force has now recommended that BSUoS should
be paid by Final Demand which would be achieved by this proposal with an implementation date
of 1 April 2023.

15
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The Workgroup held their first Workgroup Consultation between 5 April 2019 and 8 May 2019 and received 20 responses.

The second Workgroup Consultation was required as a result of developments since the first Workgroup Consultation and
changes to the Terms of Reference. These additional Terms of Reference were:

« Take into account the work undertaken on CMP281, CMP333 and the Targeted Charging Review,

« Cross Code Interactions, in particular interactions with the BSC driven by Data Requirements;

» Consideration of definition of Final Demand, in reference to CMP261and BSUoS billing; and

« Consideration of Ofgem’s view on the Second Balancing Services Charges Task Force recommendation of 1 April
2023 implementation and any further views expressed by Ofgem on the future of BSUoS Charging

* |t was held between 1 and 26 April 2021 and received 11 responses

« On the whole, the majority of responses indicated support for the modification, and that the modification better met
the CUSC objectives in question. Whilst there was support for the modification in its latest form, there was a minority
of respondents who indicated that they thought that the proposed 2023 implementation of the modification was too
soon, and indicated that at 2024 dates would be preferable, giving the market more time to adjust to the change. In
terms of implementation, however, there was broad support for the 2023 implementation date.

« Many responses indicated that the Workgroup had considered the findings of the Task Force and had remained in
scope of the recommendations made.
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The Workgroup concluded by majority (10 out of 11 votes) that the Original better
facilitated the Applicable Objectives than the Baseline (the current CUSC).
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CMP308 Terms of Reference

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

Location in Workgroup Report (to be completed at Workgroup

Workgroup Term of Reference

Report stage)
a) Consider EBGL implications Page 38
b) ldentifying the impacts on Storage Throughout the report

Page 3 — 5, Section 5.4.4 and 5.6.4
¢) Identifying the impact on distribution connected parties

Throughout the report
d) Identifying the potential changes to the shape and distributional impacts of BSUoS

e) Take into account work undertaken on CMP281, CMP333 and Targeted Charging Throughout the report

Review

f) Cross Code Interactions, in particular interactions with the Balancing and Settlement Throughout the report

Code driven by data requirements

g) Consideration of definition of final demand in reference to CMP363/CMP364 and

BSUOS billing Section 5.5
Second Balancing Services Charges Task Force section (pages 18 and
h) Consideration of Ofgem’s view on the Second Balancing Services Charges Task 19)

Force recommendation of 1st April 2023 implementation and any further views
expressed by Ofgem on the future of BSUoS Charging

CUSC Panel on 30 July 2021 agreed unanimously that the Workgroup had met its Terms of Reference
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The Code Administrator Consultation was issued on the 2 August 2021 and closed at 5pm on 31 August 2021 with 14 non-
confidential responses and 1 confidential response received. The key points were:

19

Majority of respondents (11 out of 14) supportive of the change primarily as this will provide a more level playing field for
GB generators when compared with their EU counterparts and removing the distortion in the wholesale market would
ensure more effective competition which is in consumers’ interests;

Majority of respondents (10 out of 14) supported implementation of 1 April 2023 as provides sufficient notice for impacted
parties and industry expectation is that this will be implemented on 1 April 2023. Majority of respondents (10 out of 14)
noted that interactions that CMP308 has with the proposed change to move to a fixed ex-ante charge (CMP361) and
Ofgem’s price cap methodology. Some of these respondents argued that CMP361 and updating the Ofgem’s price cap
methodology should be implemented at the same time as CMP308 to realise the full benefits of CMP308 and reduce risk
for suppliers in particular with one respondent raising the concern that CMP308 could create windfall gains for GB
Generators if implemented too quickly. However, some respondents were keen that CMP308 is implemented on 1 April
2023 regardless;

One respondent identified a potential future change to extend the CMP308 solution to include behind the meter generation
by removing the final BSUoS Embedded Benefit and aligning final demand with final consumption; and

No changes to the legal text were proposed.
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Panel undertake DFMR recommendation vote (Special Panel) 14 September 2021

Final Modification Reportissued to Panel to check votes recorded 15 September 2021
correctly (5 working days)

Final Modification Report issued to Ofgem 23 September 2021
Ofgem decision TBC
Implementation Date 01 April 2023
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 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 CMP308 Original proposal better facilitate the objectives than the current CUSC
arrangements?

* NOTE next steps
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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.
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AOB

None
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Next Panel
Meeting

10am on 24 September 2021 via Teams

Papers Day — 16 September 2021
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Close

David Wildash

CUSC Panel Chair (Alternate)
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