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Modification Proposal P90 ‘Improving the Representation of Energy Balancing Actions in Cashout Prices’ Consultation Questionnaire

The following questionnaire is provided with regards to Modification Proposal P90. There are a number of supporting documents available on the BSC Website (www.elexon.co.uk), which provide further information on Modification Proposal P90, as follows:

Modification Proposal P90 - www.elexon.co.uk/ta/modifications/modsprops/P090/P90.pdf 

Modification Proposal P90 Annex - www.elexon.co.uk/ta/modifications/modsprops/P090/P90_Att.pdf 

Initial Assessment of P90 - www.elexon.co.uk/ta/modifications/modsprops/P090/P90_IWA.pdf 

Modification Proposal P90 is being considered by the Pricing Issues Modification Group (PIMG). 

Two documents are provided with this Consultation Questionnaire in order to provide some context and information on Modification Proposal P90:

· The Requirements Specification (P090AS V1.0, 14 August 2002) contains a detailed description of the Proposed Modification, as well as a description of the five options currently being considered as a potential Alternative to Proposed Modification P90; and

· A document (P090AZ V1.0, 16 August 2002) containing analysis of the mechanism proposed by Modification Proposal P90, in order to provide some context and supporting information on the likely effect of this Modification on the Energy Imbalance Prices.

It should also be noted that the assessment issues under consideration by the PIMG for Modification Proposal P90 are similar to those identified for Modification Proposal P74 ‘Single Cost – reflective Cash-out Price’ and Modification Proposal P78 ‘Revised Definition of System Buy Price and System Sell Price’, which were assessed in parallel and which are currently with the Authority for decision. Documentation relating to these Modifications are available on the BSC Website, as follows: www.elexon.co.uk/ta/modifications/mods_docs.html (Select either P74 or P78 from the list).

A document (P74 P78 Consultation_10) was prepared by the PIMG for the first assessment consultation on Modifications P74 and P78, and this sets out the issues for assessment and some of the deliberations made during assessment of Modification Proposals P74 and P78. This document is not provided with this questionnaire, but is available on the BSC Website, as follows: www.elexon.co.uk/ta/modifications/modsprops/P074/P74_P78_Consult.pdf. Due to the similarity of issues under assessment, this may provide useful background, and provides some context on the questions being posed in this questionnaire.

The attached consultation questionnaire consists of 11 questions, and Parties are requested to provide rationale for each response, considering the Proposed Modification and the options for a potential Alternative.

The Modifications Group recognise the significant issues that need to be addressed and views are keenly sought. Responses to this consultation will greatly assist the Modifications Group's assessment of this Modification Proposal.

Please provide responses to Modifications@elexon.co.uk, by 17:00 on Tuesday 27 August 2002.

Modification Proposal P90

Responding on Behalf of (please list all BSC Parties):

Q
Question
Response (Please provide rationale where possible)

1. 
Noting that BSAD derivation and reporting is beyond the scope of the BSC (and that any changes would be the subject of a separate Transmission Company consultation),

(a) Modification Proposal P90 proposes reporting and use of disaggregated (individual) BSAD trades in the calculation of Energy Imbalance Prices. Do you support this approach? 


2. 
(b) In your opinion, should disaggregated BSAD trades for use in the Energy Imbalance Price calculation be time constrained in any way, for example, limiting ‘eligible trades’ to those made within a specified time period prior to the Settlement Period?


3. 
Modification Proposal P90 proposes a new mechanism for differentiating between system and energy balancing actions. This new mechanism negates the requirement for the Continuous Acceptance Duration Limit (CADL), do you support this approach? 


4. 
In your opinion, does Modification Proposal P90 give a better separation of balancing actions (i.e. system vs energy) used in setting the Energy Imbalance Price(s), if so, how?


5. 
In your opinion, is Modification Proposal P90 and the proposed use of BRL for price setting in the reverse stack and for the calculation of the reverse imbalance volume (RIV) for the main price calculation valuing actions more correctly, please provide rationale for your response? 


6. 
In your opinion, does Modification Proposal P90 with the reverse price set by BRL in the shorter stack more correctly target the cost of energy balancing actions to those causing the imbalance over the current baseline? 


7. 
In your opinion, does Modification Proposal P90 with the reverse price set from BRL in the shorter stack address the issue of asymmetric risk? 


8. 
In your opinion, does P90 provide benefits in terms of greater transparency and simplicity of the energy imbalance price calculations?


9. 
In your opinion how does Modification P90 affect any of the following issues (identified during discussion on Modifications P74 and P78):

· the relative reward for notified and instructed actions and the   impact on the Transmission Company’s balancing of the system;

· the perceived risk of Bid - Offer submission, the level of participation seen in the Balancing Mechanism and impact on system balancing;

· changes in Physical Notifications shortly before Gate Closure;

· changes in the level of asymmetric risk;

· changes to the incentives on parties to balance their individual (contractual) trading positions before Gate Closure;

· changes to the incentives for parties as a whole (i.e. in total, even if not balanced on an individual basis) to balance the market  before Gate Closure;

· the effect on Parties anticipating the 'direction' of the market, and therefore the Energy Imbalance Price, leading to volume volatility and consequential price instability in the market;

· affect on liquidity and prices in the forwards and spot markets, the interrelation of forwards and spot markets with Energy Imbalance Prices and also the level of Energy Imbalance Prices themselves; 

· the risk levels of different categories of party from the implementation of Modification Proposal P90; and

· any other issues identified with respect to Modification Proposals P74 and P78


10. 
Do you believe that Modification Proposal P90 better facilitates achievement of the Applicable BSC Objectives, if so, which one(s) and why? 


11. 
Do you believe that any (or all) of the potential Alternatives to Modification Proposal P90 better facilitate achievement of the Applicable BSC Objectives than Modification Proposal P90? 

Option1: Dynamic BRL (Real time);

Option 2: Dynamic BRL (Average);

Option 3: Reverse Price set from Main Stack;

Option 4: Reverse Price set from Main and Reverse Stack; and

Option 5: Reverse Price set from First Bid – Offer Acceptance on Main Stack.

Do you have a preference for one of the proposed options?

Is there any other potential Alternative that should be considered?


12. 
Are there any other issues that you believe should be considered during the assessment of Modification Proposal P90?
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