	Modification Proposal – BSCP40/06


	MP No: 204
(mandatory by BSCCo)

	

	Title of Modification Proposal (mandatory by originator): 

Scaled Zonal Transmission Losses  

	Submission Date (mandatory by originator):  03 July 2006

	Description of Proposed Modification (mandatory by originator)

Apportion an amount of estimated total variable (heating) losses in each period between BM Units in proportion to their flow volumes multiplied by a scaled zonal marginal Transmission Loss Factor determined from a load flow model.  The remaining variable losses and fixed losses would be shared between all flows in proportion to volume as currently.  The scaling factor would be determined such that on average over every zone and over time, no BM Unit should expect an allocation of losses less than its uniform volume proportion of fixed losses.  The intent is shown graphically in attachment 1.  
The most favourable outcome for a BM Unit would be an allocation of just its uniform proportion of fixed losses.  Its zonally differentiated variable loss factor would cancel its proportion of residual variable loss apportioned uniformly across all zones.  This is a more favourable outcome than would be obtained at present where uniform allocation of total losses would apply.  The least favourable outcome for a BM Unit would be in the zone with the ‘worst’ TLF, where it would be allocated both fixed losses and variable losses due to the scaled TLF for that zone and its proportion of residual variable losses.  This is a less favourable outcome than at present.  Other zones would have intermediate effects depending on the scaled TLF for the zone.  
The determination of TLM for BM Units in delivering and offtaking Trading Units under the BSC could be retained unchanged provided an average scaling factor to be applied to TLFs is determined in advance.  Alternatively, the BSC equations could be modified relatively simply to enforce the proposed allocation exactly in each half-hour separately for BM Units in delivering and offtaking Trading Units.  See attachment 2 for suggested formulation of equations.

In more  detail, the proposal envisages the following method (though variations are not excluded):
1 Determine nodal marginal transmission loss factors (MTLF) for a historical sample of periods using a network flow model, in the same or similar manner as proposals P82 and P198.
2 From these nodal marginal values, determine annual zonal average values of marginal TLF by averaging over each zone and over time in the same or similar manner as proposals P82 and P198.  
3 If average scaling factors are to be determined in advance:

· Estimate the amount of total fixed (or variable) losses in each of the sample periods.

· In each sample period, determine the scaling factor applicable to delivery and the scaling factor applicable to offtake (see equations in attachment 2).  

· Calculate average of delivery and offtake scaling factors for all the sample periods.

· Apply this averaged scaling factor to the zonal time averaged TLFs for use in settlement.

If the BSC equations are to be changed to allow separate scaling of delivery and offtake in each settlement period, thus enforcing the principle in each settlement period:

· Estimate the amount of total fixed losses in each period (and input).
· Change BSC Section T and software to describe the process of scaling applied in each period.

Division of a year into smaller periods of time each with different zonal average values is possible, but unlikely to yield significant advantage given other approximations.

	Description of Issue or Defect that Modification Proposal Seeks to Address (mandatory by originator)

The BSC currently allocates 45% of the total amount of transmission losses in each half-hour to delivering Trading Units as a proportion of the net delivery of each, and 55% to offtaking Trading Units as a proportion to the net offtake of each.  In each half-hour, the proportion for all delivering Trading Units is the same regardless of location, and similarly for all offtaking Trading Units.  No distinction is made between losses which vary with flow (heating losses) and those which do not (fixed losses arising from circuit energisation).  All losses are simply apportioned according to volume.
This treatment takes no account of the fact that flows in or out of the network at different locations contribute different amounts to the total amount of heating losses.  

Previous proposals have suggested  use of  marginal or ‘half-marginal’ ‘average’ loss factors derived from network models applied directly to all flows.  However, this creates large cash transfers from some locations to others, with the gross cash transfer considerably exceeding the net actual amount of losses.  Not only does this raise concerns in principle, as described below, but the averaging usually proposed in association with the use of load flow models in BSC Settlement can create inappropriate values for individual flows, which because of the magnitude of the marginal/average TLFs can create significant material errors in loss allocation and loss signal.  

Because losses arise as a result of net flows on a shared network, the sensitivity of total losses to individual flows is largely beyond the control of, and independent of, those individual flows.  Considerable uncertainty is created for individual locations, which is largely unmanageable in the long term except by parties with a diverse locational portfolio with flexibility and spare capacity.  The economic rationale for such proposals is weakened  by the fact that losses are a second order consideration for most long term investment and operation, the overall economic benefit of such schemes is relatively small and uncertain, and that existing or longer term investments would suffer windfall gains or losses.
The impact on a significant volume of existing investments and contracts, particularly existing generation investments, has made such schemes unpopular, and the overall benefits are relatively small and uncertain compared to other factors.
This proposal seeks to address the defect and avoid the difficulties of previous proposals by apportioning a proportion of losses locationally, but without creating large gross flows between locations which exaggerate errors in the processing, create uncertainty and risk, and create windfall winners and losers.  These features still exist, but in diluted form more likely to be acceptable to the majority of industry parties and proportionate to the defect.


	Impact on Code (optional by originator)  

Likely to be similar to related proposals P82/P198/P200. 

	Impact on Core Industry Documents or System Operator-Transmission Owner Code (optional by originator)

Likely to be similar to related proposals P82/P198/P200.


	Impact on BSC Systems and Other Relevant Systems and Processes Used by Parties (optional by originator)
Likely to be similar to related proposals P82/P198/P200.



	Impact on other Configurable Items (optional by originator)

Likely to be similar to related proposals P82/P198/P200.


	Justification for Proposed Modification with Reference to Applicable BSC Objectives (mandatory by originator)

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

The proposal may assist in meeting this objective by helping the Transmission Company  make efficient despatch decisions for balancing services (without having to consider the effect on losses explicitly).  However, it is unlikely to be a significant advantage, and the Transmission Company probably have other measures already in place to assist in efficient despatch taking into account losses.  

ii) the efficient, economic and co-ordinated operation by the Transmission Company of the Transmission System, and

As for objective (i) above.

(iii) promoting effective competition in the generation and supply of electricity, and (so far as consistent therewith) promoting such competition in the sale and purchase (as defined in the Transmission Licence) of electricity;

The proposal will assist in meeting this objective by improving the reflection of losses costs on parties responsible for them, on average over time, thereby promoting effective competition.


	 Urgency Recommended:  No  (delete as appropriate) (optional by originator) 



	Justification for Urgency Recommendation (mandatory by originator if recommending  progression as an Urgent Modification Proposal) 


	Details of Proposer:

Name:                         John Capener
Organisation:             British Energy Power & Energy Trading Ltd
Telephone Number:   01452 654182


Email Address:          John.Capener@british-energy.com


	Details of Proposer’s Representative:


Name:                         Martin Mate
Organisation:             British Energy Power & Energy Trading Ltd.

Telephone Number:   01452 654366
Email address:           Martin.Mate@british–energy.com


	Details of Representative’s Alternate:

Name:                         John Capener
Organisation:             British Energy Power & Energy Trading Ltd
Telephone Number:   01452 654182
Email address:           John.Capener@british-energy.com


	Attachments:  Yes  (delete as appropriate) (mandatory by originator)

If Yes, Title and No. of Pages of Each Attachment: 
Page 1: Graphical representation of proposed method of scaling TLF.

Page 2:  Indication of proposed algebra for scaling TLF.
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