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1 Paragraph 2 of Condition 7 of the Transmission Licence granted to the
National Grid Company plc ("National Grid") provides that National Grid shall,
in consultation with Authorised Electricity Operators liable to be materially
affected thereby, periodically review the Grid Code and its implementation.
That paragraph also requires National Grid, following such review, to send to
the Authority:-

(a) a report on the outcome of such review;

(b) any proposed revisions to the Grid Code as National Grid (having
regard to the outcome of such review) reasonably thinks fit for the
achievement of the objectives set out in sub-paragraph (b) of
Condition 7 of the Transmission Licence; and

(c) any written representations or objections from Authorised Electricity
Operators (including any proposals by such operators for revisions to
the Grid Code not accepted by National Grid in the course of the
review) arising during the consultation process and subsequently
maintained.

2 National Grid has just completed a review of the Grid Code. This review
relates to the Grid Code changes to OC1 and OC2 proposed in Consultation
Paper G/04.

3 The proposed revisions to the current Grid Code Glossary and Definitions,
Operating Code 1 (OC1) and Operating Code 2 (OC2) are detailed in
Appendix A. The changes are shown in typed form with the deletions crossed
through and additions double underlined).

4 The proposed changes to the Grid Code were discussed at the Grid Code
Review Panel on 20 May 2004 and it was agreed that National Grid should
issue a Consultation Paper.

5 National Grid, in accordance with its obligations under its Transmission
Licence, consulted those Authorised Electricity Operators listed in Appendix D
by circulating to them Consultation Paper G/04 (dated 11 June 2004) which
contained the proposed amendments to the Grid Code. A copy of
Consultation Paper G/04 is attached to this Report as Appendix E. National
Grid also placed a copy of the Consultation Paper on its website to ensure its
wide availability.

6 Comments were invited from all such Authorised Electricity Operators by 2
July 2004. National Grid received responses from 5 Authorised Electricity
Operators and 2 parties that were not Authorised Electricity Operators.
National Grid replied to each of them. The responses and National Grid’s
replies are attached as Appendix B and summarised in section 10.

7 National Grid carefully considered the responses to the Consultation Paper
(dated 11 June 2004) and concluded that the industry concerns would be best
addressed by revising the proposed Grid Code changes and re-issuing the
Paper for further consultation. The main concerns were related to the
definition of Output Usable and the use of an undefined term (‘Station
demand’). Consequently, National Grid made appropriate changes to the
proposed Grid Code text and re-issued the Paper for further consultation on
23 July 2004. A copy of revised Consultation Paper G/04 (version 1.1) is
attached to this Report as Appendix F. Responses to the revised Paper were
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invited by 2 August 2004. National Grid received responses from 3 Authorised
Electricity Operators. These responses are attached in Appendix C and
summarised in section 11.

8 The revised proposed changes to the Grid Code text are shown in Appendix
A with a vertical line in the right margin.

9 Proposed Changes

9.1 Glossary and Definitions

� Removal of the term ‘breakdown’ from the definition of Output
Usable (OU) so that the OU data received by National Grid
pertaining to various timescales is consistent, and the addition of
the phrase (with respect to OU) ‘which is expected to be available’
in order to accommodate other factors (e.g. seasonal temperature
variations) which may impact OU estimates. The proposed change
will also result in OU being more reflective of MEL (Maximum
Export Limit).

9.2 Operating Code OC1

� OC1.6.1 – National Grid to take into account the Demand taken by
Station Transformers when conducting National Grid Demand
forecasting; consequently, Market Participants will not make
allowances for the Demand taken by Station Transformers in their
OU estimates. This will allow consideration of the Demand taken
by Station Transformers on the ‘demand side’ and overcome
inconsistent treatment of this Demand in OU data received by
National Grid across various timescales.

9.3 Operating Code OC2

� OC2.1.4 – Removal of a reference to ‘neutral data’ which becomes
redundant after removal of breakdown allowance (the latter is
estimated as the data which has a 50% probability of being
exceeded and hence ‘neutral’). Consequently, a Generator’s ‘best
estimate’ of data is no longer based on a statistical approach.

The current provisions regarding the best estimate by a reasonable
and prudent Generator will remain in place and will form the basis
for arriving at best estimate data.

� OC2.4.1.2.1 – Removal of the word ‘neutral’ from ‘the best
estimate neutral weekly Output Usable’.

� OC2.4.1.2.2 – Removal of the word ‘neutral’ from ‘the best
estimate neutral weekly Output Usable’.

� OC2.4.1.2.3 – Removal of references to ‘breakdown’ so that no
breakdown allowance is made from the 2nd week ahead to 52nd
week ahead. (At present, the breakdown allowance is made for the
period 8 to 52 weeks ahead but not for the period 2 to 7 weeks
ahead).

� OC2.4.3.1 – Removal of the term ‘neutral’ from ‘neutral Output
Usable’.
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10 Responses to First Consultation

Responses were received from 5 Authorised Electricity Operators (Magnox,
E.ON, RWE Innogy, InterGen and British Energy) and 2 parties that were not
Authorised Electricity Operators (ELEXON and ICIS). Two Authorised
Electricity Operators supported the proposals whilst one supported with
comments and two made sustained objections. The responses are
summarised below (the details of the responses, along with National Grid’s
replies, are included in Appendix B).

10.1 Magnox generally supports the proposed changes but had some
reservations. In particular, Magnox is concerned that some of the
requirements were stated in the ‘Guidance Notes’ rather than in the
Grid Code. Furthermore, it recommends that the references to ‘neutral’
data should not be removed and that the ‘station demand’ should be a
defined term clarifying that it refers to the demand taken by power
stations.

10.2 Powergen states that, in light of several recent proposals pertaining to
OC1 and OC2, it would welcome a period of stability for OC2.
Powergen believes that the current definition of OU did not allow for
loss of expected output other than due to planned outage, and
presents several alternatives on which an OU definition could be
based. Powergen also states that it had no adverse comments on the
inclusion of ‘station demand’ in demand forecasts and on the removal
of references to ‘neutral data’.

10.3 RWE is unconvinced that the proposed changes will improve the
existing arrangements, and is concerned that no apparent
consideration has been given to reducing the administrative burden on
generators. It believes that the proposed changes to OC2 should be
suspended until a complete and transparent review of the National
Grid’s requirements has been carried out. Not withstanding these
comments, RWE suggests that the meaning of ‘Station demand’
should be clarified, that the OU data under the proposed changes is
superfluous, and that the reference to ‘neutral’ in OC2.4.3.1 should be
deleted (or the definition of ‘neutral’ should be reinstated in OC2.1.4.

10.4 InterGen agrees with all the proposed changes. However, it suggests
that, since OU is more reflective of MEL under the proposed changes,
the MEL submissions could be taken into account for 2-14 day data
submissions.

10.5 British Energy believes that the proposed changes should improve the
quality and consistency of market information, and hence is generally
supportive of the proposals. It had some concerns (mainly because of
the revised treatment of ‘Station demand’) with respect to making
comparisons with historical data in the short term, and, after
clarification from National Grid, these concerns have been addressed.

10.6 The responses from non-authorised parties state that the definition of
Demand Forecast in the BMRS help text will require an amendment to
reflect the proposed treatment of station demand (ELEXON), and that
there are inconsistencies between the Grid Code provisions and the
data requirements stated in other documents.

10.7 National Grid carefully considered, and replied to, the above
responses. In light of the respondents’ concerns, National Grid revised
the proposed Grid Code text, and carried out a further consultation.
Details of the second consultation are given in section 10.
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11 Responses to Second Consultation

Responses to the revised Paper (version 1.1) were received from 3
Authorised Electricity Operators. All respondents supported the revised Grid
Code changes with some comments and there were no sustained objections.
The responses to the second consultation are attached in Appendix C and
are summarised below:

11.1 Magnox considers that the revised Grid Code text with respect to the
OU and Station demand largely removes its reservations and “makes
things much clearer”. However, it re-iterates that the ‘Guidance Notes’
should not contain any additional requirements for submission of data.

11.2 E.ON is “content with the revised wording” but believes that the
revised definition of OU could have been clearer if it explicitly made a
reference to ambient conditions. It also considers that the predicted
OU for shorter timescales (2-49 days ahead) may not be accurate
(e.g. due to a heat wave or a cold spell).

11.3 RWE considers that, whilst its overriding views set out in its letter
dated 29 June 2004 are unchanged, the revised definition of OU
seems to deliver the outcome intended by National Grid. It also
comments that the reference to Planned Outage is superfluous and
should be deleted.

11.4 National Grid believes that the revised proposals address the
respondents’ concerns expressed in the first Consultation, and this is
reflected in the responses to the revised Consultation. National Grid
continues to believe that the proposed changes, if implemented, will
improve consistency of information provided to, and disseminated by,
National Grid.

12 As indicated above, having regard to the outcome of the review described in
this Report, National Grid proposes the revisions to the Grid Code set out in
Appendix A, which we reasonably think fit for the achievement of the
objectives referred to in sub-paragraph (b) of paragraph 1 of Condition 7 of
the Transmission Licence.  In view of this, National Grid would be grateful if
the Authority would approve the revisions pursuant to paragraph 3 of
Condition 7 of the Transmission Licence.

13 Subject to approval from the Authority, National Grid would like to implement
the proposals for the 2004/05 winter, effective from 1 October 2004. National
Grid recognises that the industry participants would require sufficient notice to
amend their processes, should the proposals be approved. If the Authority
directs implementation of the proposals by 31 August 2004, the industry
participants would have a 4-week period to prepare for the implementation on
1 October 2004. However, if the decision is made after 31 August 2004, the
proposals could still be implemented although the implementation is likely to
be after 1 October 2004.

14 Given the logistic exercise of organising replacement pages to reflect the
changes required by your letter of approval, I would be grateful if you would
contact me prior to issuing any letter specifying an effective date, in order to
seek to ensure that the date is consistent with any other Code changes which
may then be approved or be close to being approved.

SIGNED BY

4 August 2004



APPENDIX A

PROPOSED CHANGES TO GLOSSARY AND DEFINITIONS

Output Usable or OU

That portion of Registered Capacity which is expected to be available and which is not
unavailable due to a Planned Outage or breakdown.

PROPOSED CHANGES TO OPERATING CODE NO.1

DEMAND FORECASTS

OC1.6 NGC FORECASTS

OC1.6.1 The following factors will be taken into account by NGC when conducting NGC
Demand forecasting in the Programming Phase and Control Phase.

(k)      Demand taken by Station Transformers

PROPOSED CHANGES TO OPERATING CODE NO.2

OPERATIONAL PLANNING AND DATA PROVISION

Change OC2.1.4 as follows:

“OC2.1.4 References in OC2 to a Generator's "best estimate" shall be that
Generator's best estimate acting as a reasonable and prudent
Generator in all the circumstances.., and references to neutral
data is to data which has a 50% probability of being exceeded”

Change OC2.4.1.2.1 (a), (e) and (f) as follows:

“(a) By the end of week 2

Each Generator will provide NGC in writing with:

 (i) a provisional Genset outage programme (covering both
Embedded and non-Embedded Large Power Stations) for Year
3 to Year 5 (inclusive) specifying the Genset and MW concerned,
duration of proposed outages, the preferred date for each outage
and where there is a possibility of flexibility, the earliest start date
and latest finishing date; and

(ii) a best estimate neutral weekly Output Usable forecast of all its
Gensets for Year 3 to 5.”

“(e) By the end of week 25

Each Generator will provide NGC in writing with an updated provisional
Genset outage programme covering both Embedded and non-
Embedded Large Power Stations together with the best estimate
neutral weekly Output Usable forecasts (with a description of its
statistical basis) for each Genset, in all cases for Year 3 to Year 5
(inclusive). The updated provisional Genset outage programme will
contain the MW concerned, duration of proposed outages, the preferred
date for each outage and, where applicable, earliest start date and latest
finishing date, together with an update of the Output Usable estimate
supplied under (a)(ii) above.”
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“(f) Between the end of week 25 and the end of week 28

NGC will be considering the updated provisional Genset outage
programme, together with the best estimate neutral weekly Output
Usable forecasts supplied to it by Generators under (e) and their
Registered Capacity and will be analysing Operational Planning
Margins for the period.”

Change OC2.4.1.2.2 (a) and (e) as follows:

“(a) By the end of week 10

 Each Generator will provide NGC in writing with its previously agreed
Final Generation Outage Programme updated and best estimate
neutral weekly Output Usable forecasts for each Genset for weeks 1-
52 of Years 1 and 2.”

“(e) By the end of week 34

Each Generator will provide NGC in writing with revised best estimate
neutral Output Usable forecasts for each Genset for weeks 1-52 of
Years 1 and 2.”

  Change OC2.4.1.2.3 (a) as follows*:

“(a) By 1600 hours each Wednesday

Each Generator will provide NGC in writing with an update of the Final
Generation Outage Programme and a best estimate Output Usable
forecast (without allowance being made for Generating Unit breakdown)
for each of its Gensets from the 2nd week ahead to the 7th week ahead
and a best estimate neutral Output Usable forecast (with allowance
being made for Generating Unit breakdown) for each of its Gensets
from the 8th week ahead to the 52nd week ahead.”

* If a decision to implement F/03 is made prior to a decision to implement proposed changes
in this paper, then the change to OC2.4.1.2.3 (a) shall be as follows:

(a) By 1600 hours each Wednesday - Weekly Resolution

Each Generator will provide NGC in writing with an update of the Final
Generation Outage Programme and a best estimate weekly Output
Usable forecast (without allowance being made for Generating Unit
breakdown) for each of its Gensets from the 2nd week ahead to the 7th
week ahead and a best estimate neutral weekly Output Usable forecast
(with allowance being made for Generating Unit breakdown) for each of
its Gensets from the 8th week ahead to the 52nd week ahead.

 Change OC2.4.3.1 as follows:

“In each calendar year, by the end of week 39 NGC will, taking into account the Final
Generation Outage Programme and forecast of neutral Output Usable supplied by each
Generator issue a notice in writing to :- “
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APPENDIX B

Responses to Consultation Document G/04 (dated 11 June 2004), and National Grid
Replies
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APPENDIX D

Distribution List for Consultation Paper G/04
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APPENDIX E

Consultation Paper G/04 (version 1.0, dated 11 June 2004)
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APPENDIX F

Consultation Paper G/04 (version 1.1, dated 23 July 2004)


