P34 Consultation Questions
Background

Modification Proposal P34 ‘Transfer of Imbalances caused by Balancing Services to the Transmission Company Energy Account’ was raised on the 14th August by NGC. The Initial Written Assessment of the Modification proposal was presented to the Panel at its meeting of the 23rd August 2001 (see Attachment 1). The Panel agreed that this Modification Proposal should be submitted to the Assessment Procedure with a completed assessment report to be presented to the Panel meeting on the 18th October 2001 (interim paper to Panel on 20th September 2001). The Panel also set the terms of reference for the Modification Group which are attached to this consultation.

Modification Proposal P34

Modification Proposal P34 seeks to modify the calculation of Credited Energy Volume (QCEiaj) such that any imbalance caused by the delivery of certain Balancing (Ancillary) Services is transferred from the provider’s Energy Account to the Transmission Company’s Energy Account, thus removing it from exposure to Imbalance Charges – Energy Imbalance, Information Imbalance and Non Delivery charges. The Modification proposes that the definition of the Balancing Services and the associated methodology for calculating the volumes attributable to the provision of Balancing Services, be defined by the Transmission Company, approved by the Authority with governance outside of the Balancing and Settlement Code. The Modification also proposes a retrospective implementation date of 23rd August 2001. 

Modification Group meeting 5th September 2001

As directed by the Panel, the Modification Group met to progress the Modification through the Assessment Procedure (see attached notes of meeting and membership). The Group discussed the Modification Proposal and noted that under P34, the definition of what services would be ‘eligible’ for Balancing Services Volume Adjustment would be the subject of the methodology established outside the BSC by the Transmission Company and agreed by the Authority. The Group also noted the retrospective element to the Proposal and suggested an alternative option to P34 which achieved the same effect as P34 but was not retrospective. 

The Group noted that NGC believed that a some specific areas identified in the Terms of Reference were beyond the remit of the Modification Group, as they represented issues that were beyond the governance of the Balancing and Settlement Code. Nevertheless, Ofgem clarified that the Group could, as part of the assessment of the Modification, touch on and note issues outside of the Balancing and Settlement Code for the purposes of assessing the Modification (or any Alternative Modification), but that where any Party has an issue with any aspect that does not fall under the provisions of the Balancing and Settlement Code, then that Party should raise an issue direct with Ofgem. Therefore the group noted that the Panel had specified that NGC be invited to comment on whether there were any means, outside the BSC, of addressing the problem it had identified. NGC agreed to produce a separate brief to the Panel on this issue.

The Group discussed the underlying principle to P34 of whether it was appropriate to remove Balancing Services Providers from the exposure of Imbalance charges for volumes associated with the provision of the Balancing Services. The Group agreed this principle but then discussed whether this exposure should be removed “at source” (under the BSC) or outside the BSC. 

The Group then discussed whether P34 could better facilitate the achievement of the Applicable BSC Objectives. The Group felt that until the “applicable balancing services” and the calculation of the associated volume was defined, it could not assess whether P34 better meets the applicable BSC objectives.

The Group noted that one way to address this concern would be include the definition of the “applicable balancing services” (including consideration of mandatory/all balancing services) and the calculation of the associated volume under the BSC. The Group then identified a number of alternative options, which would be issued for consultation with the original proposal.  However, the group did note that the methodology was to be part of NGC’s licence condition as determined by Ofgem and as such would be for consideration outside the Code.

Consultation

Parties are invited to comment on the Modification Proposal P34 as proposed. (please see attached Initial Written Assessment for Modification P34) Furthermore, Parties are requested to provide comments on the underlying principle to P34 and the issues raised by the proposal and additional alternative options.

Principle:

The Provider of Balancing Services should not be exposed to the consequence of imbalance for the portion of energy attributable to the provision of that Balancing Service, subject to the volume calculation and the delivery of the service. 

Issues

In consideration of Modification P34, the Modification Group identified the following issues:

Issue 1:

Should the removal of exposure to the consequence of imbalances as a result of the volumes attributable to the provision of that Balancing Service fall under the governance of the Balancing and Settlement Code.

Issue 2:

If removal of exposure to the consequence of imbalances as a result of the volumes attributable to the provision of that Balancing Service fall under the governance of the Balancing and Settlement Code, should the definition of the “applicable balancing services” and the calculation of the associated volume fall under the Balancing and Settlement Code?

Issue 3:

Should the definition of “applicable” balancing services include only mandatory or all Balancing Services (mandatory and commercial balancing services)?

Issue 4:

Should the proposal be made retrospective or only prospective? In judging whether this be applied retrospectively, Parties are invited to note the comments made by Ofgem in its determination on Modification Proposal P19 (hyper link to document:

http://www.elexon.co.uk/ta/modifications/modsprops/hP019/P19_Ofgem_Dec.pdf)
Options

The Modification Group meeting identified six options.  These options follow on from the issues raised and could be used to help develop an alternative modification (if deemed appropriate). It should be noted that more assessment of each of these options is required in order to determine the appropriateness of each:

Option 1 – P34, No Retrospection: This is Modification Proposal P34 with a prospective implementation date, thus removing the retrospective element of the original Proposal.

Option 2 – Mandatory Balancing Services Volumes as Bid – Offer Acceptances (BOAs): This Option proposes that the energy volumes associated with the provision of mandatory Balancing Services be calculated according to an agreed methodology, with the governance for that methodology sitting outside of the Code (i.e. as part of the NGC BSUOS arrangements). These volumes would then be notified to the NETA Central Service Agent as Bid – Offer Acceptances, valued at the associated Bid – Offer price. 

Option 3 – Mandatory  and Commercial Balancing Services Volumes as Bid – Offer Acceptances (BOAs): This Option proposes that the energy volumes associated with the provision of defined mandatory and commercial Balancing Services be calculated, with the governance for the definition of the Balancing services and associated methodology for such calculations sitting outside of the Code. These volumes would then be notified to the NETA Central Service Agent as Bid – Offer Acceptances, valued at the associated Bid – Offer price.

Option 4 - P34, No Retrospection, methodology under the Code: This is Modification Proposal P34 with an implementation date in the future, thus removing the retrospection, and with the methodology for the definition of the Applicable Balancing Services and associated methodology for calculation of volumes under the governance of the Balancing and Settlement Code. 

Option 5 - Mandatory Balancing Services Volumes as BOAs, methodology under the Code: This Option proposes that the energy volumes associated with the provision of mandatory Balancing Services be calculated, with the methodology for the definition of the Applicable mandatory Balancing Services and associated methodology for calculation of volumes under the governance of the Balancing and Settlement Code. These volumes would then be notified to the NETA Central Service Agent as Bid – Offer Acceptances, valued at the associated Bid – Offer price.

Option 6 – Mandatory and Commercial Balancing Services Volumes as BOAs, methodology under the Code: This Option proposes that the energy volumes associated with the provision of defined mandatory and commercial Balancing Services be calculated, with the methodology for the definition of the Applicable Balancing Services and associated methodology for calculation of volumes under the governance of the Balancing and Settlement Code. These volumes would then be notified to the NETA Central Service Agent as Bid – Offer Acceptances, valued at the associated Bid – Offer price.

Respondents should note that options 3-6 have regulatory implications.

Attachments:

1. Initial Written Assessment (including P34).

2. Notes of the P34 Modification Group meeting held on 5th September 2001.

3. Modification Group’s Terms of Reference, set by Panel at meeting on 23rd August 2001.

4. Modification Group P34 membership.

Consultation Questions:

With respect to the Modification Proposal P34 and each of the Options, please respond to the following questions by completing the table:

Question
YES
NO

Q1
Do you Agree with the Principle  that “The Provider of Balancing Services should not be exposed to the consequence of imbalance for the portion of energy attributable to the provision of that Balancing Service, subject to the volume calculation and the delivery of the service.”



Additional Comment:



Q2
In consideration of Modification P34, the Modification Group identified the following issues.  Do you agree with each of issues below?
YES
NO

Issue 1
 Should the definition of “applicable” balancing services include only mandatory or all Balancing Services (mandatory and commercial balancing services)



Additional Comment:




Issue 2
Should the removal of exposure to the consequence of imbalances as a result of the volumes attributable to the provision of that Balancing Service fall under the governance of the Balancing and Settlement Code?



Additional Comment:



Issue 3
If removal of exposure to the consequence of imbalances as a result of the volumes attributable to the provision of that Balancing Service fall under the governance of the Balancing and Settlement Code, should the definition of the “applicable balancing services” and calculation of the associated volume fall under the Balancing and Settlement Code.



Additional Comment:



Issue 4
Should the proposal be made retrospective (as per the proposal 23rd August 2001) or only prospective?



Additional Comment:




Consultation Questions (continued):

Q3. With respect to the Modification Proposal P34 and each of the Options, please indicate your support (or otherwise) for each Option. 

Please also state your view on whether the Modification and / or Options better facilitates the BSC Objectives, as defined in the Transmission Licence Condition 7A 3 (a), (b), (c), (d), 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 is 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.

Modification / Option 
View

For/Against

Modification Proposal P34


Option 1 – P34, No Retrospection


Rational/ BSC Objective :



Option 2 – Mandatory Balancing Services Volumes as Bid – Offer Acceptances (BOAs)


Rational/ BSC Objective:



Option 3 – Mandatory and Commercial Balancing Services Volumes as Bid – Offer Acceptances (BOAs)


Rationale/ BSC Objective:




Option 4 - P34, No Retrospection, methodology under the Code


Rationale/ BSC Objective:




Option 5 – Mandatory Balancing Services Volumes as BOAs, methodology under the Code



Rationale/ BSC Objective:




Option 6 – Mandatory and Commercial Balancing Services Volumes as BOAs, methodology under the Code


Rational/ BSC Objective:




Additional Comments on Options:




Q4. With respect to the Modification Proposal and each of the Options, please provide an indication of a preferred “effective from” date:

Modification Proposal P34 (note that P34 proposes a retrospective effective from date):



Other Options Proposed “Effective from” Date:



Additional comment: 

Any Additional Comments on the attached Initial Written Assessment:

Additional comment: 



� It should be noted that subsequent to the Modifications Group meeting a separate Modification Proposal has been submitted by Innogy (P36) based on Option 5. This will be presented separately to the Panel meeting on 20th September 2001.
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