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Modification Proposal P66 ‘ECVNAs and MVRNAs to Receive the ECVAA Forward Contract Report’

Overview

Modification Proposal P66 was raised by TXU UK Ltd on 18 January 2002. The Modification Proposal seeks to implement a version of the Forward Contract Report (ECVAA-I022 / E0221) specifically for Notification Agents (ECVNAs and MVRNAs). The Proposal follows on from Modification Proposal P17 ‘ECVNAs to receive 7-Day Report’, which was rejected by the Authority on the grounds of inappropriate cost allocation. Therefore Modification Proposal P66 also seeks to address the issue of cost recovery and associated allocation. 

The Panel, at their meeting of 14 February 2002, agreed to submit Modification Proposal P66 to the Assessment Procedure, with the Assessment Report to be submitted for consideration at the Panel meeting of 18 April 2002.

The Contract Notification Modification Group (CNMG) met on 19 February 2002:

· Review Modification Proposal P17 and the Authority Decision letter (on the BSC Website: www.elexon.co.uk/ta/modifications/modsprops/hP017/P17_Ofgem_Decision.pdf)

The Initial Written Assessment (IWA) of Modification Proposal P66 (IWA066, V1.0) is attached for information.

Notification Agent Forward Contract Report

Modification Proposal P66 seeks to implement a ‘Forward Contract Report’ specific to Notification Agents (ECVNAs and MVRNAs) . The key features of this report are as follows:

· The report will contain confirmation of only those notifications sent by the recipient notification agent. This will be provided in a similar format to the BSC Party variant of the Forward Contract Report, but will be necessarily different to reflect the differing requirements of the interface;

· Once implemented, the notification agent Forward Contract Report should be produced to the same service levels as the existing Forward Contract Report; and

· Once implemented, the notification agent Forward Contract Report should be ‘kept in step’ with any developments to the existing BSC Party Forward Contract Report (unless the development is not pertinent to the notification agent version).

It should be noted that the existing Forward Contract Report for BSC Parties will be retained unchanged, and is unaffected by the implementation of this notification agent variant of the report.

The notification agent Forward Contract Report will provide information on notified Energy Contract Volume Notifications (ECVNs) and Metered Volume Reallocation Notifications (MVRNs) to notification agents who request it.

Requirement for Providing a Notification Agent Forward Contract Report

There are three types of notification agent:

1. Self-notifier – these are BSC Parties who also act in the role of notification agent where the associated BSC Party is a counterparty to the notification;

2. Central intermediary – these are (usually) exchanges who act as central counterparties (and are consequently BSC Parties) who take on the role of notification agents; and

3. Independents – these are notification agents who offer a service to BSC Parties to notify on their behalf, but are not BSC Parties themselves.

Of these three types, 1 and 2 currently receive the Forward Contract Report as BSC Parties, which can be used in the notification agent role to validate that the ECVAA system contains the same data as they believe they notified in respect of a future period. However, the third type (3) of notification agent does not receive a Forward Contract Report as they are not a BSC Party.

To summarise the information received:
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The Notification Rejection (ECVAA-I009 / E0091 for ECVNs and ECVAA-I010 / E0101 for MVRNs) is a response indicating rejection of individual notifications by the ECVAA. The submitting notification agent and the counterparties to the notification receive this interface.

The Forward Contract Report (ECVAA-I022 / E0221) is a report to BSC Parties for the following seven days which contains the details of all the notifications to which the recipient BSC Party is a counterparty.

The Notification Report (ECVAA-I014 / E0141) is a report to the notification agent containing a summary of the notifications submitted by that notification agent for the Settlement Day just passed. It is also received by BSC Parties and in this case the report contains a summary of all the notifications to which they were a counterparty for the Settlement Day just passed.

Therefore it can be seen that the ‘independent’ notification agent is dependent upon receipt of notification rejections (ECVAA-I009 / E0091 (ECVNs) and ECVAA-I010 / E0101 (MVRNs)) to be able to determine the notifications in place for future Settlement Days, whereas the other types of notification agent (self – notifier and central intermediary) receive the BSC party Forward Contract Report.

The CNMG believe that this is an inequality in the provision of notification data (which has been present since NETA Go-Live), and P66, as Modification Proposal P17 originally, seeks to address this inequality.

Principles of Cost Allocation and Cost Recovery

The CNMG noted that they (the CNMG), whilst assessing Modification Proposal P17, had originally recommended that the costs of development and ongoing operational expenditure for this development should be payable by all BSC Parties (via the BSCCo cost recovery mechanism) as the functionality had been omitted from the original (Go-Live) baseline, rather than being driven by the additional or specific requirements of a third party notification agent. 

However, the Authority (in their decision letter for Modification Proposal P17) rejected this argument and stated that the costs of developing, implementing and operating the new report required to give effect to the Modification Proposal should be targeted at users of the report, rather than allocated across all BSC Parties via BSCCo Cost recovery. Ofgem considered that it would be appropriate for a future Modification on provision of this report to address these cost recovery issues.

Modification Proposal P66 seeks to implement the notification agent report and target the associated costs appropriately. 

The CNMG considered the cost recovery aspects and agreed that the Code allowed costs to be recovered under the provisions of Section D, ANNEX D-3, 6 ‘Further Charges’, which enables BSCCo to charge Parties and non parties for the provision of a service ‘sufficient to cover the relevant costs’.

The CNMG noted that any cost recovery mechanism would be targeted at those notification agents (BSC Party or not) who choose to receive the report. 

The CNMG noted that allocating costs to the recipient notification agent, would effectively mean that these costs would then be passed onto the BSC Parties using that notification agent. Therefore the CNMG believed that this would target costs to users of the service in accordance with the (high level) requirements of the Authority, as laid out in their P17 decision letter.

The CNMG also noted that concerns that were expressed as to whether a precedent would be set which implied that the costs of Modifications should be targeted to those that use them. The CNMG saw a clear distinction between developments which applied to all Trading Parties and those which were designed for Party Agents or non BSC Parties, and consequently the CNMG believed that the cost recovery approach to Modification Proposal P66 introduced no change to the current principle that the cost of Modifications which affected all Trading Parties should be subject to the BSCCo cost recovery mechanism.

The CNMG noted the pricing methodology in respect of non BSC Parties that had been implemented in respect of Modification Proposal P30 (provision of information to non BSC Parties) and that the Volume Allocation Modification Group (VAMG) were proposing the same methodology in respect of Modification Proposal P50 (again, provision of information to non BSC Parties). Modification Proposals P30 and P50 propose that a charge be levied on the non BSC Party prior to provision of the information, with the level of the charge intended to recover the development, implementation and operational costs associated with the Modification. The CNMG agreed that this approach would be appropriate for Modification Proposal P66. However, the CNMG noted that the prospective number of notification agents wishing to utilise the report could be quite small, which has the effect of potentially making the charge level relatively high.

The CNMG also noted that there was an administration impact on ELEXON in the recovery of the charge for receipt of the report, as well as in administering the process for enabling the distribution of the notification agent Forward Contract Report from the BSC Central Service Agent on payment of the charge. The CNMG noted that further assessment as to the level of the ELEXON administration required and associated cost and the implications on this on the charging methodology / cost recovery mechanism would be required.

The CNMG noted that Modification Proposal P17 had incurred development and implementation costs, on the basis that the development and implementation required to give effect to the new Forward Contract Report had been undertaken by ELEXON, with the authorisation of the Panel, pending the Authority decision on the Modification Proposal. The CNMG are currently seeking advice from the Authority as to whether the cost associated with P17 should be included in the development and implementation costs of Modification Proposal P66. However, in the interim, the CNMG agreed that these costs should be recovered and furthermore agreed that this should be one of the questions for the consultation.

Consultations

The CNMG determined that two sets of consultation questionnaires should be issued for this Modification Proposal; one for BSC Parties on the principle of the Modification Proposal, and the second for notification agents on the likely take up of the new notification agent Forward Contract Report, bearing in mind that, although the majority of notification agents are also BSC Parties, the proposed new report could provide them with information in a more useful form than is currently available to them.

BSC Party Consultation Questions

Please provide responses to these consultation questions on the attached proforma. Please respond to these questions in your role as a BSC Party.

Please provide responses to modifications@elexon.co.uk by 17:00 on Friday 8 March 2002.

Question
Response

Q1. Do you support the principle of Modification Proposal P66, namely to introduce a variant of the Forward Contract Report for notification agents (ECVNAs and MVRNAs)?
YES / NO

Rationale:

Q2. Do you support the principle of allocating the development and implementation costs of introducing this new report to those notification agents receiving the report?
YES / NO

Rationale:

Q3. Do you support the principle of allocating the operational costs of providing the new report to those notification agents receiving the report?
YES / NO

Rationale:

Q4. Do you support the principle that, as notification agents provide a service available  to all BSC Parties, and this report is aimed at improving this service, it is appropriate for all parties to pay for the new report via the BSCCo cost recovery mechanism?
YES / NO

Rationale:

Q5. Do you believe that the development and implementation costs associated with Modification Proposal P17 should be attributed to Modification Proposal P66 and included in the costs targeted for recovery?
YES / NO

Rationale:

Q6. Do you believe that this Modification Proposal better facilitates achievement of the Applicable BSC Objectives (see below) than the current situation?
YES / NO

Rationale:

Any further comments:



The Applicable Code Objectives are set out in paragraph 3 of Condition C3 of the Transmission Licence, as follows:

(a)
The efficient discharge by the Transmission Company of the obligations imposed under the Transmission Licence;

(b)
The efficient, economic and co-ordinated operation by the Transmission Company of the Transmission System;

(c)
Promoting effective competition in the generation and supply of electricity, and (so far as consistent therewith) promoting such competition in the sale and purchase of electricity;

(d) Promoting efficiency in the implementation and administration of the balancing and settlement arrangements.

Notification Agent Consultation Questions

Please provide responses to these consultation questions on the attached proforma. Please respond to these questions in your role as a Notification Agent.

Please provide responses to modifications@elexon.co.uk by 17:00 on Friday 8 March 2002.

Question
Response

Q1. If a notification agent variant of the Forward Contract Report were introduced, and a charge for receipt was levied, would you want to receive the report?
YES / NO

Rationale:

Q2. At what charge would the cost of the report begin to outweigh its benefit (in £ per annum)?
£    p.a.

Rationale:

Any further comments:



