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Historic RCRC

Monthly average RCRC
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Daily pattern of RCRC

Average RCRC by Settlement Period (28/12/2006 - 27/12/2007)
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RCRC and BSUoS

Balancing charges Balancing costs

Net Imbalance
Charges or
Residual Cashflow
Reallocation Cashflow

Balancing Services
Use of System
Charges (BSUoS)
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Theoretically total imbalance charges (RCRC) should equal SO’s energy balancing costs
BSUo0S net RCRC would then cover only system costs
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Reasons for mismatch between RCRC and
energy balancing costs

Result:

a. System pollution Energy CSOBM +
in cash-out prices Energy BSCC #
b. Mis-match RCRC
between energy Hence socialising
balancing costs of energy
and imbalance Imbalance charges balancing costs
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In reality there are several reasons why RCRC and energy balancing costs do not match
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RCRC under single cleared marginal price

Estimated Annual RCRC and Energy Balancing Costs
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Assumes current
BSAD methodology
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30 Energy BSCC - «<—— |s allocating correct
proportion of BSCC
_— o costs into cash-out
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RCRC 25%0): this may or
15 may not be the case
Note:
Analysis based on 10 Energy CSOBM
cash-out simulation
model used in 5

P211/P212 IA —
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2006/07 historic
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0

RCRC would match energy balancing costs under a single marginal price for cash-out
and BOAs (assuming no system pollution)
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Approximate breakdown of RCRC under
current arrangements

Estimated Annual RCRC and Energy Balancing Costs
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Effect of system
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_______________ | ___
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arg o]: \\ that are currently being
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BPAs (—25%)

RCRC significantly inflated by system pollution and dual pricing
Counter-argument: cost of energy related reserve not fully reflected in cash-out price
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Impact of changing reverse price definition

Estimated Annual RCRC Breakdown

140

e Live mods designed to address
system pollution

» Single cash-out price would
remove RCRC generated by

Less excess RCRC
generation — closer to
underlying costs

1007

spread but leads to risk of e 80

“spill” “ 50 »
 Another possible approach? —

set main price to e.g. PAR100 40

and reverse price to WAP of -

main stack: o I

— Reduces RCRC generation ° Current P211/P212/P217
— Maintains incentive to Main price = PAR100
balance/participate in BM Reverse price = WAP (Main)
B System pollution
O Dual pricing

CPAR averaging/Pay-as-bid
OEnergy BSCC (BPA)
B Energy CSOBM
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