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1 SUMMARY AND RECOMMENDATIONS

1.1 Recommendation

On the basis of the analysis, consultation and assessment undertaken in respect of this
Modification Proposal during the Assessment Phase, and the resultant findings of this report,

the BSC Panel recommends that:

- The Proposed Modification P36, as set out in section 5.1 of this Modification
Report, should not be made; and

- The P36 Alternative Modification, as set out in section 5.2 of this Modification
Report, should be made with an Implementation Date of 1 December 2002,

1.2 Background

Modification Proposal P36, 'The generation of Bid - Offer Acceptances relating to energy
delivered as a result of providing Applicable Balancing Services', was raised by Innogy plc on
10 September 2001. The Panel, in considering the Initial Written Assessment for Modification
Proposal P36, determined that Modification Proposal P36 be assessed by the Pricing Issues
Modification Group in conjunction with Modification Proposal P34.

Modification Proposal P36 seeks to allocate the volume of energy attributable to the provision
of certain 'applicable’ balancing services to Bid - Offer Acceptances, thus excluding this energy
from the application of imbalance charges (Energy Imbalance, Information Imbalance and
Non Delivery Charges). Modification Proposal P36 requires that the definition of the balancing
services to which this mechanism should apply (the ‘Applicable Balancing Services') should sit
under the provisions of the BSC, as should the methodology associated with the calculation of
the attributable volumes.

Modification Proposal P34, 'Transfer of Imbalances caused by Balancing Services to the
Transmission Company Energy Account' was raised by the Transmission Company on 14
August 2001.

Modification Proposal P34 seeks to amend the settlement calculations such that any imbalance
caused by the provision of certain balancing (Ancillary) services is transferred from the
balancing services provider's Energy Account to the Energy Account of the Transmission
Company, thus removing such energy from the consequence of exposure to imbalance
charges (Energy Imbalance, Information Imbalance and Non-Delivery Charges).

Modification Proposal P34 requires that the definition of the balancing services to which this
mechanism would apply and the methodology for the calculation of the energy volumes
associated with the provision of such balancing services, be defined by the Transmission
Company and approved by the Authority, with the governance falling outside of the provisions
of the Balancing and Settlement Code (proposed by the Transmission Company to fall under
the Transmission Licence). Modification Proposal P34 also implies a retrospective
implementation date of 23 August 2001, (as a consequence of the request (subsequently not
granted) that it be afforded urgent status).

! For the avoidance of doubt, this means that there will be no impact on Settlement Runs for Settlement Days prior to
the Implementation Date.
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During the Assessment Procedure, the PIMG met a further six times and conducted three
consultations (details of the Assessment Procedure and associated consultations can be found
in the Assessment Report for Modification Proposal P36 (MAR03436_20)). The PIMG
developed an Alternative Modification to the Proposed Modification P36, which they believed
better facilitated achievement of the Applicable BSC Objectives.

The P36 Alternative Modification is based upon a combination of the Alternative Modification
P34 and the Proposed (original) Modification P36. The PIMG felt that this covered all aspects
of balancing service provision, as the original Modification Proposal P36 effectively excluded
balancing service providers who are:

- Not the Lead Party of the BM Unit; and / or
- Not active participants in the Balancing Mechanism.

Therefore, by including the mechanism proposed by Modification P34, all balancing service
providers can benefit from the Modification.

It should be noted that, as a consequence of undertaking the assessment of Modification
Proposal P34 in conjunction with Modification Proposal P36, the Assessment Report
(MAR03436 v2.0, available on the BSC Website?) contains the details of the Assessment
Procedure, and the associated recommendations of the PIMG, for both Modification Proposals
P34 and P36 and their Alternatives.

The Assessment Report was considered by the Panel at their meeting of 14 February 2002,
and the Panel agreed to submit Modification Proposal P36 to the Report Phase, with a
provisional recommendation to the Authority that:

- The Proposed Modification P36 should not be made; and

- P36 Alternative Modification should be made with an Implementation Date of 1 December
2002.

1.3 Rationale for Recommendations

The Panel agreed with the PIMG view that a balancing service provider should have the
exposure to imbalance charges removed on the energy deemed to have been delivered in the
provision of such balancing service. Therefore the Panel supported the principle of the
Modification Proposal.

The Panel noted that the Alternative Modification P36 is a composite of Alternative
Modification P34 and Proposed Modification P36, with the governance for the definition of the
balancing services and the methodology for calculating the energy volumes associated with
the provision of such balancing services under the provisions of the BSC. The payments
associated with the delivery® of balancing services dealt with under the P36 route would fall
under the BSC, whilst the governance for payments associated with balancing services dealt
with via the Alternative Modification P34 would remain under existing arrangements, (namely
the CUSC, Ancillary Service Agreements and Commercial Services Agreements).

The Panel (majority) supported the PIMG view that placing the definition of the balancing
services and the associated methodology for the volume calculation in a framework document

2 www . elexon.co.uk/ta/modifications/modsprops/P034/P34P36_AR_v2.pdf
% It should be noted that payments associated with the retention of the service will remain under the CUSC / Ancillary
Services Agreements.
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to the Code would better, (and continue to better) facilitate achievement of the Applicable
BSC Objectives than the existing situation, as the rationale behind the definition of the
balancing services and the associated methodology / calculation of the associated energy
volumes could only be amended such that it continues to better facilitate achievement of the
Applicable Objectives of the BSC, via a mechanism transparent to BSC Parties.

The Panel noted that the implementation of either the Proposed Modification P36 or the P36
Alternative Modification would have a material impact on documentation (BSC and
Transmission Company) and BSC Systems. The Panel also noted the implementation and
development costs associated with the Proposed Modification P36 and the Alternative

Modification P36:

- For the Proposed Modification P36 - £290,000, comprising £190,000 for BSC Agent
System development and £100,000 for ELEXON development and implementation within
an ELEXON BSC Systems Release Project; and

- For the P36 Alternative Modification - £330,000, comprising £230,000 for BSC Agent
System development and £100,000 for ELEXON development and implementation within
an ELEXON BSC Systems Release Project.

The Panel noted that the Proposed Modification P36 limited the benefits of the removal of
exposure to imbalance to Lead Parties of BM Units who are also active in the Balancing
Mechanism, whereas the P36 Alternative enabled all balancing services providers to benefit
from the Modification. On this basis, the Panel agreed with the Modification Group’s assertion
that Proposed Modification P36 could be considered to be discriminatory, by limiting the

benefits in such a way.

On this basis, since the Alternative Modification P36 extended the benefits of the Modification
to all balancing services providers it better facilitates achievement of the Applicable BSC
Objectives that the Proposed Modification P36, particularly in respect of competition, the Panel
agreed to recommend to the Authority that Proposed Modification P36 be rejected and that
P36 Alternative Modification should be made, with an Implementation Date of 1 December
2002.

2 INTRODUCTION

This Report has been prepared by ELEXON Ltd., on behalf of the Balancing and Settlement
Code Panel (‘the Panel’), in accordance with the terms of the Balancing and Settlement Code
(‘BSC’). The BSC is the legal document containing the rules of the balancing mechanism and
imbalance settlement process and related governance provisions. ELEXON is the company that
performs the role and functions of the BSCCo, as defined in the BSC.

This Modification Report is addressed and furnished to the Gas and Electricity Markets
Authority (‘the Authority’) and none of the facts, opinions or statements contained herein may
be relied upon by any other person.

An electronic copy of this document can be found on the BSC website, at www.elexon.co.uk

3 HISTORY OF PROPOSED MODIFICATION

Modification Proposal P36 'The generation of Bid - Offer Acceptances relating to energy
delivered as a result of providing Applicable Balancing Services' was raised by Innogy plc on
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10 September 2001. This Modification Proposal was similar to one of the options explored as
an alternative to Modification Proposal P34, and sought to address similar issues to
Modification Proposal P34. In recognition of this, the Panel, in considering the Initial Written
Assessment for Modification Proposal P36, determined that Modification Proposal P36 be
assessed by the PIMG in conjunction with Modification Proposal P34, and that the Assessment
Report for each of the Modification Proposals, P34 and P36, be submitted to the Panel
meeting of the 15 November 2001 for consideration.

Modification Proposal P36 seeks to allocate the volume of energy attributable to the provision
of certain 'applicable’ balancing services to Bid - Offer Acceptances, thus excluding this energy
from the application of imbalance charges (Energy Imbalance, Information Imbalance and
Non Delivery Charges) and bringing payments for the delivery of energy attributable to the
provision of balancing services under the Code. The Modification Proposal requires that the
definition of the balancing services to which this mechanism should apply (the ‘Applicable
Balancing Services') should sit under the provisions of the BSC, as should the methodology
associated with the calculation of the attributable volumes.

Modification Proposal P36 asserts that current payments for balancing services do not provide
adequate incentive to deliver the contracted levels of services, since delivery (under current
arrangements) does not reduce imbalance exposure. Therefore, the Modification Proposal
seeks to incentivise balancing service providers to deliver as contracted / instructed by
introducing an exposure to imbalance and Non Delivery charges for incorrect delivery.

Modification Proposal P36 differs from Modification Proposal P34 in two fundamental ways:

1. The mechanism proposed for achieving the objective: Namely allocating the energy
attributable to the provision of balancing services to a Bid - Offer Acceptance (P34 seeks
to transfer the energy to the Energy Account of the Transmission Company); and

2. Modification Proposal P34 requires that any definition of the balancing services and
associated methodology comes under the provisions of the Transmission Licence,
Modification Proposal P36 requires that the definition of the ‘'Applicable Balancing
Services', the associated methodology for calculation of the attributable energy volumes,
and the payment for the delivery of this energy, comes under the provisions of the BSC.

3.1.1 Modification Proposals P34 and P36

The PIMG met on 28 September 2001 to continue the assessment of Modification Proposal
P34 and to commence assessment of Modification Proposal P36 and to agree an interim report
for both Modification Proposals (P34 and P36) for consideration at the Panel meeting of 18
October 2001. The PIMG considered the consultation responses to Modification proposal P34
and discussed the next steps in the assessment procedure for both Modifications. The PIMG
agreed that, given the complexity of the Modifications and the issues required to be
addressed for the completion of the Assessment procedure, an extension to the Assessment
Procedure for both Modification Proposals would need to be requested at the Panel.

At the Panel meeting of 18 October 2001, the Panel agreed to extend the Assessment
Procedure such that the Assessment Reports for Modification Proposal P34 and Modification
Proposal P36 would be submitted for consideration at the Panel meeting of 13 December
2001.
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The PIMG met on 16 October to continue to assess Modification Proposals P34 and P36 and to
determine whether there was an Alternative Modification which better facilitates the

achievement of the Applicable BSC Objectives than the original.

The PIMG met on 6 November 2001 to complete the Requirement Specifications of the
Modification Proposal. The PIMG identified an Alternative Modification that they believed
better facilitated the Applicable BSC Objectives than the original P36 Modification Proposal, as

follows:

Alternative Modification P36: A combination of the Alternative Modification P34 and the
original Modification P36. The PIMG felt that this covered all aspects of balancing service
provision, as the original Modification Proposal P36 effectively excluded balancing service

providers who are:
- Not the Lead Party of the BM Unit; and / or
- Not active participants in the Balancing Mechanism.

Therefore, by including the mechanism proposed by Modification P34, all balancing
service providers can benefit from the Modification.

The requirements Specification, 'Modification P36: 'The generation of Bid - Offer Acceptances
relating to energy delivered as a result of providing Applicable Balancing Services'
Requirements Specification' was issued for industry impact assessment (including assessment
by the Transmission Company and BSC Central Service Agent) on 13 November 2001.

At their meeting of 6 November 2001, the PIMG agreed to consult on Modification P36 and its
Alternative. A consultation was issued to industry on 14 November 2001 (it should be noted
that the Consultation was also issued to the Transmission Company CUSC mailing list to
ensure that balancing services providers who are not BSC Parties had a chance to respond to
the consultation).

A legal review of Modification Proposal P36 (provided in ANNEX 7 of the Assessment Report)
was sought on where the most appropriate governance structure for Modification Proposal
P36 (and its potential Alternative) sat, and this was presented to the PIMG (at the meeting of
6 December 2001).

The legal advice stated that the Transmission Company analysis (see ANNEX 5 of the
Assessment Report) should be included in a further consultation to allow parties to assess this
Modification Proposal and its Alternative, in light of all the relevant information.

At the meeting on 6 December 2001, the PIMG considered the impact assessments and
consultation responses.

The PIMG discussed the legal considerations relating to the most appropriate form of
governance for the Modification. The PIMG agreed with the advice that the definition of the
balancing services and the associated methodology for the calculation of the delivered energy
volumes should be referred to in a methodology statement under the BSC.

The PIMG agreed that the most appropriate way forward would be to utilise a similar
mechanism as that currently in place for the definition of system-to-system flows, namely to
provide a reference to the methodology statement in the BSC, along with any other relevant
provisions, but recognising that the methodology is defined by the Transmission Company and
approved by the Authority. This option met the requirements of the PIMG with regard to the
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transparency and governance concerns, whilst retaining the Transmission Company’s
responsibility for the definition and maintenance of the balancing services to which this would
apply and the associated methodology.

The PIMG also considered the legal advice regarding the requirement for an additional
consultation based upon the background information, and requested clarification as to
whether such consultation could be undertaken in the Report Phase of the Modification
Procedure. The Legal representative confirmed that the matters required to be consulted on
were material, and reiterated that the Assessment of both the Modifications and their
Alternatives could not be considered to be complete (from a public law perspective) until such
consultation had been undertaken (and thus subject to challenge).

The PIMG took into consideration the following:

The amendment to the mechanism for implementing Modification P36 and its Alternative
by the removal of the definitions of balancing services and the associated methodology
for calculating the energy volumes, which was not impact assessed / consulted on as part

of the Assessment phase;

The legal advice to ensure that there is an additional consultation required to complete
the assessment procedure; and

The submission of CUSC Amendments that consider similar issues to Modification
Proposals P34 and P36 (CAP009, CAP010 and CAP011) to the Authority for decision in

February 2002.

Therefore the PIMG agreed to request a further extension to the Assessment procedure to
allow for:

A further consultation (including the amended implementation option of a framework
document under the BSC, Transmission Company Analysis and proposed legal drafting);

and

The Authority to have Modification Proposals P34 and P36 for consideration at the same
time as the related CUSC Amendments CAP009, CAP010* and CAPO11 thus providing a
view of the current array of amendments in this area for decision.

The PIMG recognised that such extension may not be granted by the Panel and / or the
Authority, at the Panel meeting of 13 December 2001, so the PIMG agreed their provisional
recommendations pertaining to Modification P36 and its Alternative.

The Panel agreed to an extension such that the Assessment Report be submitted to the Panel
meeting on 14 February 2002, (with this decision confirmed by the Authority at the Panel
meeting).

The PIMG met again on 8 January 2002 to identify and discuss the issues to be raised in the
additional consultation. The PIMG confirmed the mechanisms supporting both Modification
Proposals and their Alternatives and reviewed the legal drafting in support of both
Modifications and their Alternatives. The PIMG noted that the Transmission Company had
issued a CUSC Amendment, proposal CAPO11l (covered in more detail in Section 1.4 of the
Assessment Report), which detailed the consequential amendments required in the CUSC in
support of the implementation of the original P34 Modification Proposal.

* Summarised in Section 1.4 of the Assessment Report.
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The requisite consultation was provided to industry on 23 January 2002, with the covering
document highlighting the key issues for consideration.

The responses to the consultation were submitted for consideration at the PIMG meeting of 4
February 2002. The PIMG reviewed and considered the responses and noted that the
responses did not raise any new or substantive arguments or issues regarding Modification
Proposal P36 and its Alternative. The PIMG also noted that generally, the consultation

responses were in accordance with the views of the PIMG.

The PIMG also finalised their recommendations regarding Modification Proposal P36 and its
Alternative. The PIMG confirmed their previous agreement to recommend to the Panel that:

- The original Modification Proposal P36 should not be made; and

- The Alternative Modification Proposal P36 should be made, with an Implementation Date
of 1 December 2002.

It was recognised by the PIMG that Alternative Modifications were being recommended by the
PIMG for both Modification Proposals P34 and P36 and that it would not be practicable to
implement both Alternative Modifications. The PIMG's preference was for Approval of
Alternative Modification P36. It should be noted that although it is possible for both
Alternative Modifications P34 and P36 to be implemented, it would not be efficient, as
Alternative Modification P34 is contained within the Alternative Modification P36.

The PIMG determined this preference on the grounds that the majority view of the PIMG was
that Alternative Modification P36 better facilitated the Applicable BSC Objectives than P36

Original, P34 Alternative and P34 Original (see section 5.1 of the Assessment Report).

The Panel, at their meeting of 14 February 2002, considered the Assessment Report, and the
associated recommendations. The Panel noted the interaction of Modification Proposal P34
with Modification Proposal P36, but noted that each Modification Proposal was required to be

considered and progressed separately.

One Panel member supported the recommendation of the PIMG (namely that P36 Alternative
Modification be made), but wished it to be noted that they believe that P36 Alternative
Modification would create an inequality in the treatment of mandatory balancing services and

commercial balancing services.

The Panel agreed to proceed to the Report Phase and agreed to support the Modification
Group recommendations regarding the Proposed Modification P36 and the Alternative
Modification P36 (see the rationale in section 1.3), namely to recommend to the Authority

that:
- Proposed Modification P36 should not be made; and

- Alternative Modification P36 be made with an Implementation Date of 1 December 2002.

4 DESCRIPTION OF PROPOSED MODIFICATION AND ALTERNATIVE

4.1 Description of the Proposed Modification P36

At a high level, Modification Proposal P36 requires that (after the event, but within two
working days, i.e. in time for the Initial Information Settlement Run) the Transmission
Company determine the energy volume associated with the provision of balancing services for
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a BM Unit and Settlement Period, according to a methodology defined within the BSC. These
energy volumes will be treated as Bid — Offer Acceptances, but will be explicitly excluded from
Energy Imbalance Price calculations as a consequence of such Bid — Offer Acceptances
resulting from system balancing. Therefore the Service Provider gets the energy associated
with the provision of the balancing service cashed out at the Bid — Offer price and is protected
from the exposure to the consequences of imbalance, as a result of the Bid — Offer
Acceptance.

The energy volumes associated with the provision of balancing services will be reported to the
Balancing Mechanism Reporting Agent (BMRA) for publishing against the relevant BM Unit and
Settlement Period and to the Settlement Administration Agent (SAA) for use in the settlement
calculations.

Modification Proposal P36 requires that the methodology for determining the energy volumes
associated with the provision of balancing services, and the list of balancing services that this
Modification is to apply to, be held under the provisions of the BSC, via a framework
document under the Code. As a consequence of this approach, payments are made for the
provision of balancing services via the Balancing Mechanism, this will require an associated
amendment to the CUSC to reflect this change in governance.

It should also be noted that balancing services providers can 'opt out' of this process. Where
the providers do not wish to have energy volumes attributable to the provision of balancing
services notified into the Balancing Mechanism under the process defined, the service provider
can notify the Transmission Company that this is the case. The Transmission Company will not
notify energy volumes (as 'additional' Bid - Offer Acceptances) attributable to the provision of
balancing services into the Balancing Mechanism, for those Parties / BM Units who have opted
out of this process.

4.2 Description of P36 Alternative Modification

Alternative Modification Proposal P36 requires that (after the event, but within two working
days, i.e. in time for the Interim Initial Information Run) the Transmission Company
determine the energy volume associated with the provision of balancing services for a BM Unit
and Settlement Period, according to a methodology defined within the BSC. These balancing
services energy volumes will be notified as:

BM Unit Applicable Balancing Services Bid - Offer Acceptances. These will be explicitly
excluded from Energy Imbalance Price calculations as a consequence of such Bid — Offer
Acceptances being attributable to system balancing. Therefore the Service Provider gets
the energy associated with the provision of the balancing service cashed out at the Bid —
Offer price and is protected from the exposure to the consequences of imbalance; and /
or

BM Unit Applicable Balancing Services Volumes. These will be removed from the Energy
Account of the balancing service provider, thus removing them from exposure to the
consequences of imbalance, and transferred to the Energy Account of the Transmission
Company.

It should be noted that both types of balancing service energy volumes can be determined
and notified for one BM Unit, where the energy volumes so notified are attributable to the
provision of separate balancing services, for example, BM Unit Applicable Balancing Services
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Bid - Offer Acceptances for mandatory frequency response, and BM Unit Applicable Balancing
Services Volumes for standing reserve provision.

The energy volumes associated with the provision of balancing services will be reported into
the Balancing Mechanism Reporting Agent for publishing against the relevant BM Unit and
Settlement Period and to the SAA for use in the settlement calculations.

Alternative Modification Proposal P36 requires that the methodology for determining the
energy volumes associated with the provision of balancing services, and the list of balancing
services that this Modification is to apply to, be held in a framework document under the
provisions of the BSC (see section 8 of the Assessment Report).

P36 Alternative Modification requires that the definition of balancing services and the
associated volume calculation methodology should be documented in a framework document
to the BSC. The BSC will include reference to the framework document and to the
requirement for the contents of the framework document to be approved by the Authority.
This framework document would be a new type of document from existing documentation and
would be operated by the Transmission Company and approved by the Authority following a
mandatory consultation.

The requirements of the framework document are:

The reference to the framework document in the BSC should include reference to the
requirement for the Authority to approve the framework document, and therefore approve

the methodology and the balancing services it applies to;

The framework document would remain the responsibility of the Transmission Company
to operate and maintain and that this would be reflected in the framework document and
the BSC;

The reference to the framework document in the BSC should also include reference to the
requirement for changes to the document to accord with the Applicable BSC Objectives
(as defined in the Transmission Licence, Condition C3 (3) statement);

The framework document should contain reference to the change management process
for the document, and therefore the definition of the balancing services and the
associated methodology. The PIMG determined that the change management process
should be transparent and that Parties should have the ability to invoke the amendment
process as required. The change management process requires that:

- Any party requiring an amendment to the document should raise that requirement
with the Transmission Company, the Panel or the Authority;

- There should (always) be a subsequent consultation process for the requisite
amendment, this requirement is reflected in the BSC, and within the document itself;
and

- The Authority makes the final recommendation / instruction to the Transmission
Company as to the amendments required.

The framework document should contain reference to the disputes and appeals process to
be invoked for disputes regarding the detail of the framework document:

- Disputes as to the application of the methodology, i.e. errors in the application of the
methodology, should be raised under the provisions of the BSC, Section W, and
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progressed through the Trading Disputes process (i.e. escalation to the Trading
Disputes Committee and final appeal to the Authority (only seen as necessary in

extreme cases); and

- Disputes as to the content of the methodology statement, i.e. errors in the formulae,
or disagreement with the methodology, or points of principle regarding the framework
document, should be raised via the change management process.

As a consequence of the approach required by the P36 Alternative Modification:

BM Unit Applicable Balancing Services Bid - Offer Acceptances - payments are made for
the energy associated with the provision of balancing services via the Balancing
Mechanism and this will require a consequential amendment to the Connection and Use of
System Code (CUSC) or Bilateral Contracts to reflect this change in governance; and

BM Unit Applicable Balancing Services Volumes — payments are made for the provision of
balancing services outside of the Balancing Mechanism, under the CUSC or Bilateral
Contracts. However, it should be noted that this will require a consequential amendment
to the CUSC or Bilateral Contracts to reflect the removal of the imbalance compensation
payment.

It should also be noted that balancing services providers can 'opt out' of this process. Where
the providers do not wish to have energy volumes attributable to the provision of balancing
services notified into the Balancing Mechanism under the process defined, the service provider
can notify the Transmission Company that this is the case. The Transmission Company will not
notify energy attributable to the provision of balancing services into the Balancing Mechanism,
for those Parties / BM Units who have opted out of this process.

P36 Alternative Modification requires prospective implementation on a Settlement Day basis.
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5 LEGAL TEXT TO GIVE EFFECT TO THE PROPOSED AND
ALTERNATIVE MODIFICATION

The clause numbering in the following sections of this Modification Report is based on the
current baseline (as at the date of this Report) and correctly reflects the intent of the
Proposed and the Alternative Modification.

However, it should be noted that the clause and paragraph numbering (only) may be altered
on implementation if the baseline has changed by that time, but any numbering amendments
required for implementation will be documented at the time of implementation.

51 Proposed Modification P36

With the agreement of the Authority, no legal drafting is provided for Proposed Modification
P36.

5.2 P36 Alternative Modification
It should be noted that this legal text is drafted on the basis that:
(a) Modification P34 (Original or Alternative) is rejected;

(b) CUSC is amended to remove the imbalance compensation amount and other inconsistent
provisions; and

(c) The methodology statement will contain rules for each of the matters envisaged in this
legal text.

521 Conformed Version
The following new paragraph 1.4 shall be inserted in Section Q:
14 Applicable Balancing Services

1.4.1 The Transmission Company shall establish and maintain a statement (the "Applicable
Balancing Services Volume Statement") approved by the Authority setting out:

@ those Balancing Services (other than services bought, sold or acquired via the
submission of Bids and Offers and the issue of Acceptances in accordance with the
mechanism established under the Code) in respect of which data is to be sent to the
SAA pursuant to paragraphs 6.4 and 6.5 ("Applicable Balancing Services');

(b) the methodology to be used by the Transmission Company to determine, in respect of
each Settlement Period and each BM Unit, the volume of Active Energy delivered or
avoided by way of provision of Applicable Balancing Services which isto be applied,
for the purposes of Settlement, as the BM Unit Applicable Balancing Services
Volume (QAS;) for that Settlement Period and that BM Unit under Section T4.3.2;

(© the methodology to be used by the Transmission Company to determine, in respect of
each Settlement Period and each BM Unit and each relevant Bid-Offer Pair Number,
the volume of Active Energy delivered or avoided by way of provision of Applicable
Balancing Services which is to be applied, for the purposes of Settlement, as the BM
Unit Applicable Balancing Services Bid Acceptance Volume or the BM Unit
Applicable Balancing Services Offer Acceptance Volume QASB"; and QASO";
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respectively) for that Settlement Period, BM Unit and Bid-Offer Pair Number under
Section T3.9; and

(d) the procedures for reviewing and revising the Applicable Balancing Services Volume
Statement from time to time.

In establishing the Applicable Balancing Services Volume Statement, the Transmission
Company shall:

(@ consult with Parties, allowing a period of not less than 28 days (unless otherwise
directed by the Authority) in which to make representations;

(b) produce a report, setting out the statement originally proposed, any representations
made to the Transmission Company and any changes made to the statement originally
proposed following the consultation; and

(© submit such report, along with the final proposed version of the statement, to the
Authority for approval.

For the avoidance of doubt, the Applicable Balancing Services Volume Statement may be
established in accordance with paragraph 1.4.2 and approved by the Authority prior to the date
when this paragraph 1.4 comes into effect.

From time to time (as the Transmission Company sees fit or as otherwise directed by the
Authority) and in any event at least once every 12 months, the Transmission Company shall:

€ review the Applicable Balancing Services Volume Statement with a view to
determining whether any revisions should be made to it, and evaluate the effect of any
such revisions and the effect of any revisions proposed to it by the Panel or any Party;

(b) consult with Parties, allowing a period of not less than 28 days (unless otherwise
directed by the Authority) in which to make representations;

(c) produce areport, setting out the results of its review and any proposed revisionsto the
Applicable Balancing Services Volume Statement, any representations made to the
Transmission Company and any revisions proposed to the Applicable Balancing
Services Volume Statement following the consultation;

(d) submit such report, along with the final proposed revisions (if any), to the Authority;
and

(e) make any such revisions to the Applicable Balancing Services Volume Statement as
may be approved by the Authority.

The Transmission Company shall publish the Applicable Balancing Services Volume
Statement (as revised from time to time in accordance with this paragraph 1.4) on the

Transmission Company'swebsite and send a copy of such statement to any person on request.

Any question or dispute as to the interpretation of or compliance with this paragraph 1.4 shall
be determined by the Authority and the Authority's determination in respect of such matters
shall be final and binding on Parties.

For the avoidance of doubt, the decision of the Authority to approve the Applicable Balancing
Services Volume Statement (or any revisions thereto) shall be final and binding on each Party.
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The following new paragraphs 6.4 and 6.5 shall be inserted in Section Q and the existing
paragraph 6.4 shall be renumbered as paragraph 6.6:

6.4
6.4.1

6.4.2

6.4.3

6.4.4

6.4.5

6.4.6

6.4.7

Applicable Balancing Services Energy Volumes

In relation to each Settlement Period in a Settlement Day and each BM Unit, the Transmission
Company shall send the Applicable Balancing Services Energy Volume Datato:

€) the SAA; and

(b) the BMRA

no later than the second Business Day after such Settlement Day.

Applicable Balancing Services Energy Volume Data shall:

(a be expressed in whole MWh;

(b) follow the sign conventions set out in paragraph 2.4 of Annex X-2; and

(© represent an aggregate net volume of Active Energy for the whole Settlement Period.

The Transmission Company may resubmit to the SAA the Applicable Balancing Services
Energy Volume Datain respect of any BM Unit and Settlement Period within a Settlement Day
(originally sent under paragraph 6.4.1) at any time prior to the Final Reconciliation Settlement
Run for such Settlement Day and the SAA shall correct such data in the Settlement Run
following such resubmission.

For the avoidance of doubt, in respect of each Settlement Period and each BM Unit, volumes
of Active Energy contained in the Applicable Balancing Services Energy Volume Data sent
pursuant to this paragraph 6.4 shall not include or be included in any volumes of Active Energy
contained in Acceptance Datain respect thereof.

If the Lead Party notifies the Transmission Company in writing that it does not wish any
volumes of Active Energy to be submitted in respect of a BM Unit for which it is Lead Party
pursuant to this paragraph 6.4 with effect from an effective date specified in such notice (which
date may not be earlier than [5] days after the Transmission Company receives such notice):

@ the Transmission Company shall notify BSCCo in writing; and

(b) the Applicable Balancing Services Energy Volume Data sent by the Transmission
Company in respect of that BM Unit shall be set to zero by the Transmission
Company in respect of each Settlement Day with effect from the specified effective
date until such time as the Lead Party informs the Transmission Company in writing
that such noticeisto be withdrawn.

The obligations of the Transmission Company to send data under this paragraph 6.4 in respect
of Settlement Periods and Settlement Days, and the use of such data in the determination of
Trading Charges in respect of Settlement Days in accordance with the provisions of Section T,
shall apply in respect of each Settlement Period and Settlement Day from the time when this
paragraph 6.4 comesinto effect.

Without prejudice to the Transmission Company's obligations under paragraph 1.4.1, where
thereis no Applicable Balancing Services Volume Statement in place which has been approved
by the Authority, the data submitted by the Transmission Company pursuant to this paragraph
6.4 shall be set to zero.
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Applicable Balancing Services Acceptance Volumes

In relation to each Settlement Period in a Settlement Day and each BM Unit and each relevant
Bid-Offer Pair Number, the Transmission Company shall send the Applicable Balancing
Services Bid Acceptance Volume Data and the Applicable Balancing Services Offer
Acceptance Volume Datato:

(@ the SAA; and
(b) the BMRA
no later than the second Business Day after such Settlement Day.

Applicable Balancing Services Bid Acceptance Volume Data and Applicable Balancing
Services Offer Acceptance Data shall (in each case):

(@ be expressed in whole MWh;

(b) follow the sign conventions set out in paragraph 2.4 of Annex X-2;

(c) be associated with the applicable Bid-Offer Pair Number, applying the methodol ogy
set out in the Applicable Balancing Services Volume Statement (or, where there is no
relevant Submitted Bid-Offer Pair, a Bid-Offer Pair Number n equal to 1 or -1 as
applicable); and

(d) represent an aggregate net volume of Active Energy for the whole Settlement Period
for that Bid-Offer Pair Number.

The Transmission Company may resubmit to the SAA the Applicable Balancing Services Bid
Acceptance Volume Data and/or the Applicable Balancing Services Offer Acceptance Volume
Datain respect of any BM Unit and Settlement Period within a Settlement Day (originally sent
under paragraph 6.5.1) at any time prior to the Final Reconciliation Settlement Run for such
Settlement Day and the SAA shall correct such data in the Settlement Run following such
resubmission.

For the avoidance of doubt, in respect of each Settlement Period and each BM Unit, volumes
of Active Energy contained in the Applicable Balancing Services Bid Acceptance Volume
Data or Applicable Balancing Services Offer Acceptance Volume Data sent pursuant to this
paragraph 6.5 shall not include or be included in any volumes of Active Energy contained in
Acceptance Datain respect thereof.

If the Lead Party notifies the Transmission Conpany in writing that it does not wish any
volumes of Active Energy to be submitted in respect of a BM Unit for which it is Lead Party
pursuant to this paragraph 6.5 with effect from an effective date specified in such notice (which
date may not be earlier than [5] days after the Transmission Company receives such notice):

€ the Transmission Company shall notify BSCCo in writing; and

(b) any Applicable Balancing Services Bid Acceptance Volume Data or Applicable
Balancing Services Offer Acceptance Volume Data sent by the Transmission
Company in respect of that BM Unit shall be set to zero by the Transmission
Company in respect of each Settlement Day with effect from the specified effective
date until such time as the Lead Party informs the Transmission Company in writing
that such noticeisto be withdrawn.
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The obligations of the Transmission Company to send data under this paragraph 6.5 in respect
of Settlement Periods and Settlement Days, and the use of such data in the determination of
Trading Charges in respect of Settlement Days in accordance with the provisions of Section T,
shall apply in respect of each Settlement Period and Settlement Day from the time when this
paragraph 6.5 comesinto effect.

Without prejudice to the Transmission Company's obligations under paragraph 1.4.1, where
thereis no Applicable Balancing Services Volume Statement in place which has been approved
by the Authority, the data submitted by the Transmission Company pursuant to this paragraph
6.5 shall be set to zero.

References to a 'relevant’ Bid-Offer Pair Number in this paragraph 6.5 are to any applicable
Bid-Offer Pair Number with which avolume of Active Energy is associated in accordance with

paragraph 6.5.2(c).

The following amendments (as marked up) shall be made in Section T:

Section

132

Section

391

Section

3.9.2

T1.3.2:

Datarequired from the Transmission Company are:
€) Final Physical Notification Data;

(b) Bid-Offer Data;

(c) Acceptance Data;

(d) Balancing Services Adjustment Data; and

(e) Applicable Balancing Services Energy Volume Data;

(f) Applicable Balancing Services Bid Acceptance Volume Data; and
(a) Applicable Balancing Services Offer Acceptance Volume Data.

T 3.9.1:

In respect of each Settlement Period, for each BM Unit, the total MWh volume of the Offer
accepted from all Acceptances or _treated as accepted shall be the Period BM Unit Total

Accepted Offer Volume and shall be established as follows:

QAQY; = S*QAO™; + QASO';

where & represents the sum over all Acceptances within the Settlement Period.

T3.9.2:

In respect of each Settlement Period, for each BM Unit, the total MWh volume of the Bid
accepted from all Acceptances or treated as accepted shall be the Period BM Unit Total
Accepted Bid Volume, and shall be established as follows:

QAB"; = S“QAB*"; + QASB";

where &* represents the sum over all Acceptances within the Settlement Period.
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The following new subparagraphs 3.9B and 3.9C shall be inserted in Section T:

3.9B Inrespect of each BM Unit Applicable Balancing Services Bid Acceptance Volume and each
BM Unit Applicable Balancing Services Offer Acceptance Volume, where there is no relevant
Submitted Bid-Offer Pair with which it is associated, the Bid Price (PB";) and the Offer Price
(PO";j) shall both be £0.00/MWh.

3.9C For the avoidance of doubt:

(@ references in the remaining provisions of this paragraph 3 to Balancing Mechanism
action and to Offers and Bids includes the provision of Applicable Balancing Services
notified by way of BM Unit Applicable Balancing Services Bid Acceptance Volumes
and BM Unit Applicable Balancing Services Offer Acceptance Volumes;

(b) the application of BM Unit Applicable Balancing Services Bid Acceptance Volumes
and BM Unit Applicable Balancing Services Offer Acceptance Volumes in the
calculations made under paragraph 3.9 and the association of such volumes with
particular Bid-Offer Pair Numbers is entirely without prejudice to the determinations
to be made by the SAA under the preceding provisions of this paragraph 3, and is not

intended to affect or alter those determinationsin any way.

The following amendments (as marked up) shall be made in Section T:
Section T 4.3.2:

4.3.2 In respect of each Settlement Period, for each BM Unit, the Period BM Unit Bid—-Offer
Balancing Services Volume, will be determined as follows:

QBS; =0" (QADY; + QAB"j) + QAS;

where O" represents the sum over all Bid-Offer Pair Naumbers for the BM Unit.

Section T 4.3.3:

4.3.3 Inrespect of each Settlement Period, for each BM Unit, the Period Expected Metered Volume
will be determined as follows:

QME; = FPN;; + QBSO;

Section T 4.5.1:

451 In respect of each Settlement Period and each Energy Account, the Credited Energy Volume
for each BM Unit to be allocated to the corresponding Energy Account of the Subsidiary Party
and of the Lead Party will be determined as follows:

€) in the case of the corresponding Energy Account of each Subsidiary Party:
QCE4 ={(QMjj —QBSG;)) * (QMPR;4/100) + QMFR;5} * TLM;
and values of QCE 4 are then rounded towards zero to the nearest kWh;
(b) in the case of the corresponding Energy Account of the Lead Party:

QCE, = (QM” * TLMij) - éaQCEiaj
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where &, represents the sum over all Energy Accounts for Subsidiary Parties of the
Lead Party (not including Energy Accounts for the Lead Party itself).

Section T 4.6.2:
46.2

QABS; = 4iQBSG; * TLM;

In respect of each Settlement Period, for each Energy Account, the Account Period Bid—Offer
Balancing Services Volume will be determined as follows:

where &; represents the sum over all BM Units for which such Energy Account is the
corresponding Energy Account of the Lead Party.

Section T 4.6.3:

4.6.3

Volume will be determined as follows:

QAEIl, = QACE, — QABSO, — QABC,

In respect of each Settlement Period, for each Energy Account, the Account Energy Imbalance

The following new paragraph 4.6.5 shall be inserted in Section T:

4.6.5

will be determined as follows:

TQAS=0QAS;

where O, represents the sum over all BM Units.

In respect of each Settlement Period, the Total Period Applicable Balancing Services Volume

The following new paragraph 2.6.8 shall be inserted in Section V:

2.6.8

For the purposes of this paragraph 2.6, in calculating 1QAO"; and 1QAB"; (and any other

Indicative values derived in whole or in part from those terms), the BMRA shall disregard
references in Section T3 to QASO"; and QASB";; (as if those volumes were zero).

The following new data item shall be inserted in Annex V-1, Table 1:

DATA AND RELEVANT FREQUENCY FORMAT DEFAULT
SETTLEMENT PERIODS

BM Unit Applicable Balancing Daily (published for all dayson | Tabular None
Services Volume Business Days only)

BM Unit Applicable Balancing Daily (published for all dayson | Tabular None
Services Bid Acceptance Business Days only)

Volume

BM Unit Applicable Balancing Daily (published for all dayson | Tabular None
Services Offer Acceptance Business Days only)

Volume
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The following new definitions shall be inserted (alphabetically) in Annex X-1:

“Applicable Balancing Services”

“Applicable Balancing Services
Energy Volume Data”

“Applicable Balancing Services
Bid Acceptance Data”

“Applicable Balancing Services
Offer Acceptance Data”

Balancing Services

shall have the meaning given to that termin Q1.4.1;

means the data in respect of a BM Unit and a Settlement Period
representing volumes of Active Energy associated with the
provision of Applicable Balancing Services, which is to be
applied as BM Unit Applicable Balancing Services Volume
(QAS;) under Section T4.3.2, as determined by the
Transmission Company in accordance with the Applicable
Balancing Services Volume Statement and sent to the SAA and
the BMRA pursuant to Section Q6.4;

means the data in respect of aBM Unit and a Settlement Period
and a Bid-Offer Pair Number representing volumes of Active
Energy associated with the provision of Applicable Balancing
Services, which is to be applied as BM Unit Applicable
Balancing Services Bid Acceptance Volume QASB";j) under
Section T3.9, as determined by the Transmission Company in
accordance with the Applicable Balancing Services Volume
Statement and sent to the SAA and the BMRA pursuant to
Section Q6.5;

means the data in respect of a BM Unit and a Settlement Period
and a Bid-Offer Pair Number representing volumes of Active
Energy associated with the provision of Applicable Balancing
Services, which is to be applied as BM Unit Applicable
Balancing Services Offer Acceptance Volume (QASO";) under
Section T3.9, as determined by the Transmission Company in
accordance with the Applicable Balancing Services Volume
Statement and sent to the SAA and the BMRA pursuant to
Section Q6.5;

has the meaning given to that term in the Transmission
Licence;

The following amendments (as marked up) shall be made in Table X-2 of ANNEX X-2:

Defined Term Acronym Units Definition/Explanatory Text
Account Period Bid—~ | QABSOy MWh The quantity determined in accordance with
Offer Balancing section T 4.6.2

Services Volume

The Account Period Bid—Offer Balancing
Services Volume is the sum of the net quantity of
accepted Bids and Offers, and the net energy
associated with delivery of Applicable Balancing
Services fromall BM Units for which Energy
Account aisthe Lead Energy Account in
Settlement Period j.

BM Unit Applicable | QASB'j;
Balancing Services

MWh In respect of a BM Unit and a Settlement Period
and aBid-Offer Pair Number, the Applicable
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Defined Term Acronym Units Definition/Explanatory Text

Bid Acceptance Balancing Services Bid Acceptance Volume Data

Volume sent by the Transmission Company pursuant to
Section Q6.5.

BM Unit Applicable | QASO"; MWh In respect of aBM Unit and a Settlement Period

Balancing Services and a Bid-Offer Pair Number, the Applicable

Offer Acceptance Balancing Services Offer Acceptance Volume Data

Volume sent by the Transmission Company pursuant to
Section Q6.5.

BM Unit Applicable QAS; MWh In respect of aBM Unit and a Settlement Period,

Balancing Services the Applicable Balancing Services Energy Volume

Volume Data sent by the Transmission Company pursuant
to Section Q6.4.

Period BM Unit Bid QBSG; MWh The quantity determined in accordance with

—Offer Balancing section T 4.3.2.

Services Volume
The Period BM Unit Bid—Offer Balancing
Services Volumeis the sum of the net quantity of
accepted Bids and Offersand the net quantity of
enerqy associated with delivery of Applicable
Balancing Services from BM Uniti in Settlement
Period j.

Total Period TOAS MWh The amount determined in accordance with Section

Applicable Balancing T4.6.5.

Services Energy

Volume The Total Period Applicable Balancing Services
Energy Volume is the net quantity of energy
associated with delivery of Applicable Balancing
Services by all BM Unitsin Settlement Period
which isapplied as Applicable Balancing Services
Energy Volumes under Section T4.3.2.

The following amendments (as marked up) will be made to Table X-3 of Annex X-2:

Acronym Units Corresponding Defined Term or Expression

QABSO; MWh Account Period Bie—Offer Balancing Services Volume

QAS; MWh BM Unit Applicable Balancing Services Volume

QASB"; MWh BM Unit Applicable Balancing Services Bid Acceptance
Volume

QASO"; MWh BM Unit Applicable Balancing Services Offer Acceptance
Volume

QBSQ9; MWh Period BM Unit Bid—Offer Balancing Services Volume

TOAS MWh Total Period Applicable Balancing Services Energy Volume
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Clean Version

The following new paragraph 1.4 shall be inserted in Section Q:

14

141

14.2

143

144

Applicable Balancing Services

The Transmission Company shall establish and maintain a statement (the "Applicable
Balancing Services Volume Statement™) approved by the Authority setting out:

@ those Balancing Services (other than services bought, sold or acquired via the
submission of Bids and Offers and the issue of Acceptances in accordance with the
mechanism established under the Code) in respect of which data is to be sent to the
SAA pursuant to paragraphs 6.4 and 6.5 ("Applicable Balancing Services");

(b) the methodology to be used by the Transmission Company to determine, in respect of
each Settlement Period and each BM Unit, the volume of Active Energy delivered or
avoided by way of provision of Applicable Balancing Services which isto be applied,
for the purposes of Settlement, as the BM Unit Applicable Balancing Services
Volume (QAS;) for that Settlement Period and that BM Unit under Section T4.3.2;

(c) the methodology to be used by the Transmission Company to determine, in respect of
each Settlement Period and each BM Unit and each relevant Bid-Offer Pair Number,
the volume of Active Energy delivered or avoided by way of provision of Applicable
Balancing Services which is to be applied, for the purposes of Settlement, as the BM
Unit Applicable Balancing Services Bid Acceptance Volume or the BM Unit
Applicable Balancing Services Offer Acceptance Volume QASB"; and QASO";
respectively) for that Settlement Period, BM Unit and Bid-Offer Pair Number under

Section T3.9; and

(d) the procedures for reviewing and revising the Applicable Balancing Services Volume
Statement from time to time.

In establishing the Applicable Balancing Services Volume Statement, the Transmission
Company shall:

€ consult with Parties, allowing a period of not less than 28 days (unless otherwise
directed by the Authority) in which to make representations;

(b) produce a report, setting out the statement originally proposed, any representations
made to the Transmission Company and any changes made to the statement originally
proposed following the consultation; and

(c) submit such report, along with the final proposed version of the statement, to the
Authority for approval.

For the avoidance of doubt, the Applicable Balancing Services Volume Statement may be
established in accordance with paragraph 1.4.2 and approved by the Authority prior to the date
when this paragraph 1.4 comes into effect.

From time to time (as the Transmission Company sees fit or as otherwise directed by the
Authority) and in any event at |east once every 12 months, the Transmission Company shall:

(@ review the Applicable Balancing Services Volume Statement with a view to
determining whether any revisions should be made to it, and evaluate the effect of any
such revisions and the effect of any revisions proposed to it by the Panel or any Party;
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(b) consult with Parties, allowing a period of not less than 28 days (unless otherwise
directed by the Authority) in which to make representations;

(c) produce areport, setting out the results of its review and any proposed revisionsto the

Applicable Balancing Services Volume Statement, any representations made to the
Transmission Company and any revisions proposed to the Applicable Balancing
Services Volume Statement following the consultation;

(d) submit such report, along with the final proposed revisions (if any), to the Authority;
and

(e) make any such revisions to the Applicable Balancing Services Volume Statement as
may be approved by the Authority.

The Transmission Company shall publish the Applicable Balancing Services Volume
Statement (as revised from time to time in accordance with this paragraph 1.4) on the

Transmission Company'swebsite and send a copy of such statement to any person on request.

Any question or dispute as to the interpretation of or compliance with this paragraph 1.4 shall
be determined by the Authority and the Authority's determination in respect of such matters
shall befinal and binding on Parties.

For the avoidance of doubt, the decision of the Authority to approve the Applicable Balancing
Services Volume Statement (or any revisions thereto) shall be final and binding on each Party.

The following new paragraphs 6.4 and 6.5 shall be inserted in Section Q and the existing
paragraph 6.4 shall be renumbered as paragraph 6.6:

6.4
6.4.1

6.4.2

6.4.3

6.4.4

Applicable Balancing Services Energy Volumes

In relation to each Settlement Period in a Settlement Day and each BM Unit, the Transmission
Company shall send the Applicable Balancing Services Energy Volume Datato:

€) the SAA; and

(b) the BMRA

no later than the second Business Day after such Settlement Day.

Applicable Balancing Services Energy Volume Data shall:

€) be expressed in whole MWh;

(b) follow the sign conventions set out in paragraph 2.4 of Annex X-2; and

(c) represent an aggregate net volume of Active Energy for the whole Settlement Period.

The Transmission Company may resubmit to the SAA the Applicable Balancing Services
Energy Volume Datain respect of any BM Unit and Settlement Period within a Settlement Day
(originally sent under paragraph 6.4.1) at any time prior to the Final Reconciliation Settlement
Run for such Settlement Day and the SAA shall correct such data in the Settlement Run
following such resubmission.

For the avoidance of doubt, in respect of each Settlement Period and each BM Unit, volumes
of Active Energy contained in the Applicable Balancing Services Energy Volume Data sent
pursuant to this paragraph 6.4 shall not include or be included in any volumes of Active Energy
contained in Acceptance Datain respect thereof.
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If the Lead Party notifies the Transmission Company in writing that it does not wish any
volumes of Active Energy to be submitted in respect of a BM Unit for which it is Lead Party
pursuant to this paragraph 6.4 with effect from an effective date specified in such notice (which
date may not be earlier than [5] days after the Transmission Company receives such notice):

€) the Transmission Company shall notify BSCCo in writing; and

(b) the Applicable Balancing Services Energy Volume Data sent by the Transmission
Company in respect of that BM Unit shall be set to zero by the Transmission
Company in respect of each Settlement Day with effect from the specified effective
date until such time as the Lead Party informs the Transmission Company in writing
that such noticeisto be withdrawn.

The obligations of the Transmission Company to send data under this paragraph 6.4 in respect
of Settlement Periods and Settlement Days, and the use of such data in the determination of
Trading Charges in respect of Settlement Days in accordance with the provisions of Section T,
shall apply in respect of each Settlement Period and Settlement Day from the time when this

paragraph 6.4 comesinto effect.

Without prejudice to the Transmission Company's obligations under paragraph 1.4.1, where
thereis no Applicable Balancing Services Volume Statement in place which has been approved
by the Authority, the data submitted by the Transmission Company pursuant to this paragraph
6.4 shall be set to zero.

Applicable Balancing Services Acceptance Volumes

In relation to each Settlement Period in a Settlement Day and each BM Unit and each relevant
Bid-Offer Pair Number, the Transmission Company shall send the Applicable Balancing
Services Bid Acceptance Volume Data and the Applicable Balancing Services Offer

Acceptance Volume Datato:

€ the SAA; and

(b) the BMRA

no later than the second Business Day after such Settlement Day.

Applicable Balancing Services Bid Acceptance Volume Data and Applicable Balancing
Services Offer Acceptance Data shall (in each case):

€) be expressed in whole MWh;
(b) follow the sign conventions set out in paragraph 2.4 of Annex X-2;

(c) be associated with the applicable Bid-Offer Pair Number, applying the methodology
set out in the Applicable Balancing Services Volume Statement (or, where there is no
relevant Submitted Bid-Offer Pair, a Bid-Offer Pair Number n equal to 1 or -1 as
applicable); and

(d) represent an aggregate net volume of Active Energy for the whole Settlement Period
for that Bid-Offer Pair Number.

The Transmission Company may resubmit to the SAA the Applicable Balancing Services Bid
Acceptance Volume Data and/or the Applicable Balancing Services Offer Acceptance Volume
Datain respect of any BM Unit and Settlement Period within a Settlement Day (originally sent
under paragraph 6.5.1) at any time prior to the Final Reconciliation Settlement Run for such
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Settlement Day and the SAA shall correct such data in the Settlement Run following such
resubmission.

For the avoidance of doubt, in respect of each Settlement Period and each BM Unit, volumes
of Active Energy contained in the Applicable Balancing Services Bid Acceptance Volume
Data or Applicable Balancing Services Offer Acceptance Volume Data sent pursuant to this
paragraph 6.5 shall not include or be included in any volumes of Active Energy contained in

Acceptance Datain respect thereof.

If the Lead Party notifies the Transmission Company in writing that it does not wish any
volumes of Active Energy to be submitted in respect of a BM Unit for which it is Lead Party
pursuant to this paragraph 6.5 with effect from an effective date specified in such notice (which
date may not be earlier than [5] days after the Transmission Company receives such notice):

€ the Transmission Company shall notify BSCCo in writing; and

(b) any Applicable Balancing Services Bid Acceptance Volume Data or Applicable
Balancing Services Offer Acceptance Volume Data sent by the Transmission
Company in respect of that BM Unit shall be set to zero by the Transmission
Company in respect of each Settlement Day with effect from the specified effective
date until such time as the Lead Party informs the Transmission Company in writing
that such noticeisto be withdrawn.

The obligations of the Transmission Company to send data under this paragraph 6.5 in respect
of Settlement Periods and Settlement Days, and the use of such data in the determination of
Trading Charges in respect of Settlement Days in accordance with the provisions of Section T,
shall apply in respect of each Settlement Period and Settlement Day from the time when this

paragraph 6.5 comesinto effect.

Without prejudice to the Transmission Company's obligations under paragraph 1.4.1, where
thereis no Applicable Balancing Services Volume Statement in place which has been approved
by the Authority, the data submitted by the Transmission Company pursuant to this paragraph
6.5 shall be set to zero.

References to a 'relevant’ Bid-Offer Pair Number in this paragraph 6.5 are to any applicable
Bid-Offer Pair Number with which avolume of Active Energy is associated in accordance with

paragraph 6.5.2(c).

T 1.3.2 shall be replaced with:

Datarequired from the Transmission Company are:

(a) Final Physical Notification Data;

(b) Bid-Offer Data;

(c) Acceptance Data;

(d) Balancing Services Adjustment Data;

(e) Applicable Balancing Services Energy Volume Data;

® Applicable Balancing Services Bid Acceptance Volume Data; and

(9) Applicable Balancing Services Offer Acceptance Volume Data
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Section T 3.9.1 shall be replaced with:

3.9.1 Inrespect of each Settlement Period, for each BM Unit, the total MWh volume of the Offer
accepted from all Acceptances or treated as accepted shall be the Period BM Unit Total

Accepted Offer Volume and shall be established as follows:
QAO””- :SkQAd(nij + QASOnij

where &* represents the sum over all Acceptances within the Settlement Period.

Section T 3.9.2 shall be replaced with:

3.9.2 In respect of each Settlement Period, for each BM Unit, the total MWh volume of the Bid
accepted from all Acceptances or treated as accepted shall be the Period BM Unit Total
Accepted Bid Volume, and shall be established as follows:

QAB"; = S*QAB*"; + QASB";

where 8% represents the sum over all Acceptances within the Settlement Period.

The following new subparagraphs 3.9B and 3.9C shall be inserted in Section T:

3.9B Inrespect of each BM Unit Applicable Balancing Services Bid Acceptance Volume and each
BM Unit Applicable Balancing Services Offer Acceptance Volume, where there is no relevant
Submitted Bid-Offer Pair with which it is associated, the Bid Price (PB";j) and the Offer Price
(PO";) shall both be £0.00/MWh.

3.9C For the avoidance of doubt:

@ references in the remaining provisions of this paragraph 3 to Balancing Mechanism
action and to Offers and Bids includes the provision of Applicable Balancing Services
notified by way of BM Unit Applicable Balancing Services Bid Acceptance Volumes
and BM Unit Applicable Balancing Services Offer Acceptance Volumes,

(b) the application of BM Unit Applicable Balancing Services Bid Acceptance Volumes
and BM Unit Applicable Balancing Services Offer Acceptance Volumes in the
calculations made under paragraph 3.9 and the association of such volumes with
particular Bid-Offer Pair Numbers is entirely without prejudice to the determinations
to be made by the SAA under the preceding provisions of this paragraph 3, and is not
intended to affect or alter those determinationsin any way.

Section T 4.3.2 shall be replaced with:

4.3.2 In respect of each Settlement Period, for each BM Unit, the Period BM Unit Balancing
Services Volume, will be determined as follows:

QBS; =0" (QAQ; + QAB")) + QAS;

where Q" represents the sum over all Bid-Offer Pair Numbers for the BM Unit.
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Section T 4.3.3 shall be replaced with:

4.3.3 Inrespect of each Settlement Period, for each BM Unit, the Period Expected Metered Volume
will be determined asfollows:

QME; = FPN;; + QBS;
Section T 4.5.1 shall be replaced with:

451 Inrespect of each Settlement Period and each Energy Account, the Credited Energy Volume
for each BM Unit to be allocated to the corresponding Energy Account of the Subsidiary Party
and of the Lead Party will be determined as follows:

€) in the case of the corresponding Energy Account of each Subsidiary Party:
QCE4 ={(QMj; —QBS;) * (QMPR5/100) + QMFR4} * TLMj;
and values of QCE are then rounded towards zero to the nearest kWh;
(b) in the case of the corresponding Energy Account of the Lead Party:
QCE4 = (QMj; * TLM;j) — 4.QCEy4

where 8 , represents the sum over all Energy Accounts for Subsidiary Parties of the
Lead Party (not including Energy Accounts for the Lead Party itself).

Section T 4.6.2 shall be replaced with:

4.6.2 Inrespect of each Settlement Period, for each Energy Account, the Account Period Balancing
Services Volume will be determined as follows:

QAB&I = EaliQBSij * TLM”‘

where &; represents the sum over all BM Units for which such Energy Account is the
corresponding Energy Account of the Lead Party.

Section T 4.6.3 shall be replaced with:

4.6.3 Inrespect of each Settlement Period, for each Energy Account, the Account Energy I mbalance
Volume will be determined as follows:

QAEIl, = QACE, —QABS; —QABC;

The following new paragraph 4.6.5 shall be inserted in Section T:

4.6.5 Inrespect of each Settlement Period, the Total Period Applicable Balancing Services Volume
will be determined asfollows:

TQAS=0QAS;

where O, represents the sum over all BM Units.
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The following new paragraph 2.6.8 shall be inserted in Section V:

2.6.8  For the purposes of this paragraph 2.6, in calculating IQAO"; and IQAB"; (and any other
Indicative values derived in whole or in part from those terms), the BMRA shall disregard

references in Section T3 to QASO";; and QASB";; (as if those volumes were zero).

The following new data item shall be inserted in Annex V-1, Table 1:

DATA AND RELEVANT FREQUENCY FORMAT DEFAULT
SETTLEMENT PERIODS

BM Unit Applicable Balancing | Daily (published for all dayson | Tabular None
Services Volume Business Days only)

BM Unit Applicable Balancing | Daily (published for all dayson | Tabular None
Services Bid Acceptance Business Days only)

Volume

BM Unit Applicable Balancing | Daily (published for all dayson | Tabular None
Services Offer Acceptance Business Days only)

Volume

The following new definitions shall be inserted (alphabetically) in Annex X-1:

“Applicable Balancing Services”

“Applicable Balancing Services
Energy Volume Data”

“Applicable Balancing Services
Bid Acceptance Data”

“Applicable Balancing Services
Offer Acceptance Data”

shall have the meaning given to that termin Q1.4.1;

means the data in respect of aBM Unit and a Settlement Period
representing volumes of Active Energy associated with the
provision of Applicable Balancing Services, which is to be
applied as BM Unit Applicable Balancing Services Volume
(QAS;) under Section T4.3.2, as determined by the
Transmission Company in accordance with the Applicable
Balancing Services Volume Statement and sent to the SAA and
the BMRA pursuant to Section Q6.4;

means the data in respect of aBM Unit and a Settlement Period
and a Bid-Offer Pair Number representing volumes of Active
Energy associated with the provision of Applicable Balancing
Services, which is to be applied as BM Unit Applicable
Balancing Services Bid Acceptance Volume QASB";) under
Section T3.9, as determined by the Transmission Company in
accordance with the Applicable Balancing Services Volume
Statement and sent to the SAA and the BMRA pursuant to
Section Q6.5;

means the data in respect of aBM Unit and a Settlement Period
and a Bid-Offer Pair Number representing volumes of Active
Energy associated with the provision of Applicable Balancing
Services, which is to be applied as BM Unit Applicable
Balancing Services Offer Acceptance Volume (QASO";) under
Section T3.9, as determined by the Transmission Company in
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accordance with the Applicable Balancing Services Volume
Statement and sent to the SAA and the BMRA pursuant to
Section Q6.5;

has the meaning given to that term in the Transmission
Licence;

The following defined terms shall be shall be deleted from Table X-2 of Annex X-2:

Defined Term Acronym Units Definition/Explanatory Text

Account Period Bid- | QABO;, MWh The quantity determined in accordance with

Offer Volume section T 4.6.2
The Account Period Bid-Offer Volume is the sum
of the quantity of accepted Bids and Offers from all
BM Units for which Energy Account aisthe Lead
Energy Account in Settlement Period j.

Period BM Unit Bid- | QBGj; MWh The quantity determined in accordance with

Offer Volume section T 4.3.2.

The Period BM Unit Bid-Offer Volumeisthe net
quantity of accepted Bids and Offers from BM Unit
i in Settlement Period .

The following defined terms shall be shall be inserted to Table X-2 of Annex X-2:

Defined Term Acronym Units Definition/Explanatory Text

Account Period QABS; MWh The quantity determined in accordance with

Balancing Services section T 4.6.2

Volume
The Account Period Balancing Services Volumeis
the sum of the net quantity of accepted Bids and
Offers, and the net energy associated with delivery
of Applicable Balancing Servicesfromall BM
Units for which Energy Account aisthe Lead
Energy Account in Settlement Period j.

BM Unit Applicable | QASB"; MWh In respect of aBM Unit and a Settlement Period

Balancing Services and a Bid-Offer Pair Number, the Applicable

Bid Acceptance Balancing Services Bid Acceptance Volume Data

Volume sent by the Transmission Company pursuant to
Section Q6.5.

BM Unit Applicable | QASO"; MWh In respect of aBM Unit and a Settlement Period

Balancing Services and a Bid-Offer Pair Number, the Applicable

Offer Acceptance Balancing Services Offer Acceptance Volume Data

Volume sent by the Transmission Company pursuant to
Section Q6.5.

BM Unit Applicable | QAS; MWh In respect of aBM Unit and a Settlement Period,

Balancing Services
Volume

the Applicable Balancing Services Energy Volume
Data sent by the Transmission Company pursuant
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Defined Term Acronym Units Definition/Explanatory Text
to Section Q6.4.

Period BM Unit QBS; MWh The quantity determined in accordance with

Balancing Services section T 4.3.2.

Volume
The Period BM Unit Balancing Services Volumeis
the sum of the net quantity of accepted Bids and
Offers and the net quantity of energy associated
with delivery of Applicable Balancing Services
from BM Unit i in Settlement Period j.

Total Period TQAS MWh The amount determined in accordance with Section

Applicable Balancing T4.65.

Services Energy

Volume The Total Period Applicable Balancing Services
Energy Volume isthe net quantity of energy
associated with delivery of Applicable Balancing
Services by all BM Unitsin Settlement Period |
which is applied as Applicable Balancing Services
Energy Volumes under Section T4.3.2.

The following acronyms shall be removed from Table X-3 of Annex X-2:

Acronym Units Corresponding Defined Term or Expression
QABO; MWh Account Period Bid Offer Volume
QBO; MWh Period BM Unit Bid Offer Volume

The following acronyms shall be inserted to Table X-3 of Annex X-2:

Acronym Units Corresponding Defined Term or Expression

QABS; MWh Account Period Balancing Services Volume

QAS; MWh BM Unit Applicable Balancing Services Volume

QASB"j; MWh BM Unit Applicable Balancing Services Bid Acceptance
Volume

QASO";; MWh BM Unit Applicable Balancing Services Offer Acceptance
Volume

QBS; MWh Period BM Unit Balancing Services Volume

TQAS MWh Total Period Applicable Balancing Services Energy Volume
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6 ASSESSMENT

The following is a summary of the impacts identified in the Assessment Report produced by
the Pricing Issues Modification Group for Proposed Modification P36 and Alternative

Modification P36.

6.1 Proposed Modification P36

- The following sections of the Balancing and Settlement Code are impacted:

Section Q ‘Balancing Mechanism Activities’ requires amendment to reference the
receipt of energy volumes from the Transmission Company and to reference the high
level provisions regarding the framework document to the Code;

Section T ‘Settlement and Trading Charges’ requires amendment to reflect the
changes to the settlement calculations;

Section X ‘Definitions and Interpretations’ ANNEX X-1 ‘General Glossary’ and ANNEX
X-2 ‘Technical Glossary’ require amendment to include the new definitions required to
support this Modification; and

Creation of a new framework document to the Code — to be developed (in agreement
with the Authority), maintained and operated by the Transmission Company under the
provisions of the Code (Section Q).

- The Code Subsidiary Documentation is impacted in the following ways:

The Reporting Catalogue requires amendment to reflect the new interface from the
Transmission Company for the provision of the energy volumes and to reflect the
amendments to the Settlement Report (all sub-flows — i.e. Transmission Company,
ELEXON and BSC Party variants). The Reporting Catalogue also requires amendment
to reflect the additional reporting of these energy volumes on the BMRA;

The NETA Data File Catalogue (NDFC) requires amendment to reflect the new
interface from the Transmission Company for the provision of the energy volumes and
to reflect the amendments to the Settlement Report (all sub-flows — i.e. Transmission
Company, ELEXON and BSC Party variants);

The SAA Service Description requires amendment to reflect receipt of the additional
interface from the Transmission Company and the amendments to the settlement

calculations; and

The BMRA Service Description requires amendment to reflect the requirement to
receive and report these energy volumes on the BMRA.

- The BSC Systems are impacted in the following ways:

SAA is impacted by the requirement to receive the new interface / information,
amendments to the settlement calculations and the amendments to the Settlement

Report (SAA-1014); and

BMRA is impacted by the requirement to receive the new interface / information and
then to publish it on the BMRA.
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- ELEXON is impacted by the amendments to the settlement calculations and the associated
amendments to the Settlement Report (SAA-1014), which have the consequential

requirement to amend the ELEXON TOMAS system.

- Parties are impacted by the amendments to the settlement calculations and the
associated amendments to the Settlement Report (SAA-1014);

- Party Agents are not impacted by this Modification Proposal; and
- The Transmission Company is impacted in the following ways:

The Transmission Company will be required to develop and operate the new interface
for calculation and notification of the energy volumes into the BSC Central Service
Agent;

The Connection Use of System Code (CUSC) requires amendment to reflect the
changes to the energy imbalance compensation payments and payment for energy
delivered for the provision of balancing services;

The Transmission Company systems and processes require amendment to calculation
and integrate the Bid — Offer Acceptance data associated with the delivery of the
Applicable Balancing Services; and

The implementation of Modification Proposal P36 may impact the Transmission
Company incentive scheme.

6.2 Alternative Modification P36
- The following sections of the Balancing and Settlement Code are impacted:

Section Q ‘Balancing Mechanism Activities’ requires amendment to reference the
receipt of the energy volumes from the Transmission Company, and to reference the

high level provisions regarding the framework document to the Code;

Section T ‘Settlement and Trading Charges’ requires amendment to reflect the
changes to the settlement calculations;

Section X ‘Definitions and Interpretations’ ANNEX X-1 ‘General Glossary’ and ANNEX
X-2 ‘Technical Glossary’ require amendment to include the new definitions required to

support this Modification; and

Creation of a new framework document to the Code — to be developed (in agreement
with the Authority), maintained and operated by the Transmission Company under the
provisions of the Code (Section Q).

- The Code Subsidiary Documentation is impacted in the following ways:

The Reporting Catalogue requires amendment to reflect the two new interfaces from
the Transmission Company for the provision of the energy volumes and to reflect the
amendments to the Settlement Report (all sub-flows — i.e. Transmission Company,
ELEXON and BSC Party variants). The Reporting Catalogue also requires amendment
to reflect the additional reporting of these energy volumes on the BMRA;

The NETA Data File Catalogue (NDFC) requires amendment to reflect the two new
interfaces from the Transmission Company for the provision of the energy volumes
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and to reflect the amendments to the Settlement Report (all sub-flows — i.e.
Transmission Company, ELEXON and BSC Party variants);

The SAA Service Description requires amendment to reflect receipt of the additional
interfaces from the Transmission Company and the amendments to the settlement
calculations; and

The BMRA Service Description requires amendment to reflect the requirement to
receive and report these energy volumes on the BMRA.

- The BSC Systems are impacted in the following ways:

SAA is impacted by the requirement to receive the new interfaces / information,
amendments to the settlement calculations and the amendments to the Settlement
Report (SAA-1014); and

BMRA is impacted by the requirement to receive the new interfaces / information and
then to publish it on the BMRA.

- ELEXON is impacted by the amendments to the settlement calculations and the associated
amendments to the Settlement Report (SAA-1014), which have the consequential
requirement to amend the ELEXON TOMAS system.

- Parties are impacted by the amendments to the settlement calculations and the
associated amendments to the Settlement Report (SAA-1014);

- Party Agents are not impacted by this Modification Proposal; and
- The Transmission Company is impacted in the following ways:

The Transmission Company will be required to develop and operate the new interface
for calculation and notification of the energy volumes into the BSC Central Service
Agent;

The Connection Use of System Code (CUSC) requires amendment to reflect the
changes to the energy imbalance compensation payments and payment for energy

delivered for the provision of balancing services;

The Transmission Company systems and processes require amendment to calculation
and integrate the Bid — Offer Acceptance data associated with the delivery of the
Applicable Balancing Services; and

The implementation of Modification Proposal P36 may impact the Transmission
Company incentive scheme.

7 SUMMARY OF REPRESENTATIONS

Pending consultation
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ANNEX 1 — REPRESENTATIONS

Pending consultation.
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