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1  Executive Summary

Following the establishment of the Commercial Balancing Services Group (CBSG)
and subsequent industry discussions at the CBSG, National Grid has carried out an
industry consultation on the transparency of constraint-related information and the
development of constraint management services, with a view to publishing more
detailed information.

The consultation sought industry views on the following specific areas developed by
the CBSG:

. Alignment of BMRS zones with OC2 zones;
Generator outage / generator availability information from TOGA system,;
Information showing potential constraint boundaries;
Ex-post constraint cost allocation;
More granular information on constraint management tenders;
Governance on disclosure of constraint-related information;
Planned and actual transmission outages;

- Access to constrained —related information.

Seven industry responses (including one confidential response) were received by 10
December 2010.

This report provides details of the outcome of the consultation process undertaken
by National Grid. The industry responses have been discussed at the CBSG meeting
on 14 December 2010 and the CBSG views for each of the above areas of work are
summarised in this report.

The main conclusions from the responses and the proposed forward are
summarised below (it is envisaged that some areas may require further industry
consultation):

1. Review and alignment of BMRS/OC2/SYS zones: Establish an industry issue
group (subject to approval by the BSC Panel and the Grid Code Review Panel) to
review the current BMRS and OC2 zones with a view to aligning these zones with
the 17 SYS zones (or determine some other appropriate number of zones). The
issue group should also include Grid Code industry representatives.
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2.

TOGA information on generator outages and generator availability: Focus on

improving coordination of generator and transmission outages, and develop
options for delivering improved coordination. Development of options may require
further input from the CBSG and/or wider industry.

Picasso Information: Consider publication of additional information on flow
transfers across boundaries. This may require further consideration at CBSG or
input from wider industry.

Methodology for ex-post allocation of constraint costs: Develop a methodology
which is suitable for publication of breakdown of out-turn constraint costs and
seek implementation in appropriate governance framework. Consider publication
of more granular breakdown of out-turn constraint costs (subject to confidentiality
of bilateral contracts).

More granular information on constraint management tenders: Consider changes
to NGET licence (or other relevant legal framework) to allow publication of more
granular information on constraint management tenders, whilst allowing National
Grid to continue to fulfil its role to operate the system in an efficient and economic
manner.

Governance on disclosure of information: Consider rules for disclosure of any
information in light of the nature of information to be published, including
restrictions under Section 105 of the Utilities Act 2000. No explicit action is
needed as these rules will depend on informational context.

Planned and actual transmission outages: Re-visit this area following a European
Commission decision on European Transparency Guidelines which cover
provisions for publication of planned and actual transmission outages.

Access to constraint-related information: Re-visit this area following a European
Commission decision on European Transparency Guidelines which require
publication of information on a website which is easily accessible to the public
and is free of charge.
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2 Introduction

Following the establishment of the Commercial Balancing Services Group (CBSG)
and subsequent industry discussions at the CBSG, National Grid has carried out an
industry consultation on the transparency of constraint-related information and the
development of constraint management services, with a view to publishing more
detailed information.

The consultation sought industry views on the following specific areas developed by
the CBSG:

. Alignment of BMRS zones with OC2 zones;
Generator outage / generator availability information from TOGA system,;
Information showing potential constraint boundaries;
Ex-post constraint cost allocation;
More granular information on constraint management tenders;
Governance on disclosure of constraint-related information;
Planned and actual transmission outages;

- Access to constrained —related information.

Industry responses were received by 10 December 2010.

This report provides details of the outcome of the consultation process undertaken
by National Grid. The industry responses have been discussed at the CBSG meeting
on 14 December 2010 and the CBSG views for each of the above areas of work are
summarised in this report.

3 Industry Responses

Seven organisations responded to the consultation, with one organisation requesting
confidentiality. Non-confidential responses were received from the following
organisations:

EDF

Elexon

EON

RWE

SSE
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Welsh Power

The individual (non-confidential) responses can be found in Appendix A.
This section summarises the main points from the responses for each consultation

guestion. The responses are grouped into the six areas outlined in section 2. At the
end of each subsection, CBSG’s views on the industry comments are provided.

3.1 Alignment of BMRS zones with OC2 zones

Q1(i): Is BMRS zonal information beneficial?

Response Number of responses
Yes 5
No 0
Neutral 1
Other 0

Benefits of BMRS Zonal Information:

1. Indicative zonal flows may enable parties to take a view on likely market
conditions; consequently, parties may alter outage patterns in order to offer
capability where it may be required and this may improve efficiency of system
operation;

2. Information on plant availability aids more efficient plant dispatch, allowing
participants to optimise their outages relative to each other;

3. It allows us to breakdown changes in system length as to whether they are
generation or demand related. This is then used to make a view on cash out
prices, exposure, APX purchases, etc.

4. BMRS zonal information fills the gap between OC2 data (2 days ahead) and real-
time data,;

5. BMRS zonal information improves industry’s ability to identify any unexpected
outage behaviours;

6. All parties, including non-physical traders, have the same information to forecast
market prices, and to identify any activities considered unfair.

7. BMRS zonal information allows trading parties to understand the market
fundamentals, including key drivers of market such as the system operation
actions;

8. BMRS zonal information is beneficial in understanding the balancing mechanism
actions being taken at a more granular level than just the whole of GB.
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QL(ii): Could BMRS zonal information be removed?

Response Number of responses
Yes 0
No 2
Neutral 1*
Other 0

* This respondent stated that any changes to the reporting of BMRS zonal data
would require changes to the BSC (e.g. section V).

Implications of Removing BMRS Zonal Information:
1. There is no other equivalent zonal data for the current day and day ahead.

Q2: Would alignment of BMRS zones with OC2 zones be b eneficial?

Response Number of responses
Yes 7
No 0
Neutral 0
Other 0

Benefits of, and Comments on, Aligning BMRS Zones with OC2 Zones:

1. Alignment will support publication of OC2 outage data on the BMRS;

2. Alignment will facilitate more effective analysis and should reduce associated
costs;

3. Alignment will make it easier for parties to look at short and long term data;

4. Alignment will provide consistent information across planning and operation
timescales;

5. Alignment of zones with current and likely future constraint areas will lead to
more economic investment decisions and improve efficiency of operations;

6. Following publication of OC2 data at BMU level, there is less need to align the
zones. The OC2 boundary flow information is only of benefit if it is active data,
like the BMRA.

7. The number of zones should be increased to obtain meaningful information on
the impact of constraints, rather than plant availability;

8. Any changes to the BMRS zones would require approval from the BSC Panel
(BSC section X-1, Definitions), and would be subject to cost/benefit analysis;
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9. The Elexon ‘operational costs’ quoted in footnote 13 of the consultation document
are one-off implementation costs and such costs will be shared across all the
changes in the release. Efficiency savings could be made if all changes related to
the BMRS zones were made at the same time;

10.Increasing the number of BMRS zones from 5 to 8 would improve information
granularity and would allow comparisons to be made between OC2 and BMRS
data;

11.1t would be preferable to align the OC2 zones to BMRS zones (thus reducing the
number of OC2 zones from 8 to 5).

Q3: Should BMRS and OC2 zones be reviewed to assess their
appropriateness?

Response Number of responses
Yes 5
No 0
Neutral 1
Other 0

Comments on Review of BMRS / OC2 Zones:

1. Given that the zones have not changed for five years (and only then with the
inclusion of Scotland), it would seem sensible to review the zones. The review
might, for example, seek to increase the number of parties in zones where such
number is relatively low (“whilst being mindful of the methodology for
‘constructing’ the OC2 zones”).

2. The zones were drawn up some time ago and need reviewing. The nesting of
zone E within zone D adds unnecessary complication.

3. The review of the BMRS and OC2 zones is a logical extension of the work on
aligning the BMRS and OC2. Furthermore, since NETA go-live, there has been a
significant change in the UK electricity market in terms of the plant mix (e.g.
renewables), system development, system usage and connection.

4. The review should establish:

a. Whether the zonal data provides information that is useful or
meaningful to users;

b. The extent to which revised zones would facilitate competition;

c. Whether the data can be presented in different ways.

5. A joint review of BSC and Grid Code could be carried out to assess the impact
across codes.
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Q4: Should BMRS and OC2 zones be aligned with Seven  Year Statement (SYS)
study zones?

Response Number of responses
Yes 4
No 0
Neutral 0
Other 2

Comments on Aligning BMRS / OC2 Zones with SYS Zones:

1. This alignment should be considered as part of the wider review of zones;

2. Consideration should be given to different zones having different purposes;

3. These two data sets serve different purposes and would not benefit from
alignment.

4. Aligning the BMRS and OC2 zones with SYS zones would improve information
granularity and would allow comparisons to be made between OC2 / BMRS and
SYS data; however, the granularity in moving from 8 OC2 zones to 17 SYS
zones may need to be considered with respect to the relative number of parties in
each SYS zone;

5. Although it is not essential to align investment and operational zones, it may
make it easier to understand the interactions between long run and short run cost
drivers. However, care is needed in setting zones for reporting in operational
timescales to ensure that information is suitably aggregated to prevent
allegations of market abuse;

6. Any changes to IT systems should allow flexibility and transparency for future
changes to the zones;

7. The SYS zones more appropriately represent the structural constraints on the GB
transmission system, and information published on these zones may better
facilitate competition and efficient operation of the system;

8. This alignment would make it easier to make cross comparisons of analysis and
would reduce associated costs;

9. Zones allow a convenient method of constraint management by allocating
generation and demand to geographic regions but, in future, the demand-side
flexibility and IT modelling may make lead to more complex representation of
constraints;

10.SYS zones are better but it is not clear if these would align with constraint or
regional issues;

11. Greater granularity and transparency will create level playing field between large
players with national portfolios and greater resources, and smaller players. Given
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the large amount of information already available to the market (e.g. what plant is
used to manage certain types of system issues, and where National Grid is taking
actions to resolve specific constraints), the additional transparency is unlikely to
cause any confidentiality issues.

Q5: Does SYS provide sufficient information on oppo rtunities for generation
connections?

Response Number of responses
Yes 4
No 1
Neutral/ 1
no comment
Other 1

Comments on Information on Opportunities for Generation Connections:

1.

SYS provides sufficient information on the long term opportunities for generation
investment, and no additional information is required,;

The introduction of enduring ‘connect and manage’ regime in August 2010 may
have reduced the need to refer to SYS for new generation connections, as this
regime allows “the ability to connect new generation without an associated need
for major transmission reinforcement”;

The current SYS information seems to be adequate, and can enable generators
of all technologies to consider a range of possible locations prior to investment.
However, it would be useful to include in SYS a forecast of transmission
boundaries that may become non-compliant under NETS SQSS!;

The current SYS information should be improved to help inform investment
decisions; this information should be accompanied by zoning information on the
TEC register;

Matching substations to zones is not easy to do and this information no longer
seems to be in SYS;

Data should be provided on the type of generation in each region; this may help
commercial decision-making where, for example, someone wishing to build a
smaller and more flexible plant may locate such plant in a zone with a large
amount of wind connections.

CBSG View:

! National Electricity Transmission System Security and Quality of Supply Standards
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CBSG notes the benefits of the zonal information identified by respondents and
considers that there would be benefit in reviewing the OC2 and BMRS zones with a
view to aligning these zones with the 17 SYS zones. The main benefits of this
alignment would be the increased granularity of information and easier comparison
of information across operational, planning and investment timescales. The CBSG
considers that the construction of the revised zones would need to take into account
a range of factors including the purpose of zonal information and its impact on
competition. Given that the BMRS zones can only be changed by the BSC Panel,
the zonal review could be triggered by the BSC Panel and may require
establishment of a joint Grid Code / BSC issue group.

With regard to provision of additional information for investment decisions, the CBSG
considers that there is sufficient information in the SYS. The CBSG notes that, in
addition to the annual update of SYS, National Grid also provides quarterly updates
on network connections® which are intended to assist existing and prospective users
of the National Electricity Transmission System (NETS) in assessing opportunities
available to them.

3.2 Generator outage / generator availability infor mation from
TOGA system

Q6: Should TOGA generator outage _ information be available to all market
participants?

Response Number of responses
Yes 2
No 3
Neutral/ 1
no comment
Other 1

Comments on Provision of TOGA Generator Outage Information:
1. Given the publication of Output Usable data, there are no incremental benefits of
publishing this information;

2

http://www.nationalgrid.com/uk/Electricity/GettingConnected/ContractedGenerationinformation/TNQu
Update/
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It is not clear if the provision of TOGA generation outage information would add
significantly more information than what is currently provided under reporting of
OC2 Output Usable data on BMRS;

It may be appropriate to wait and see the effect of P243 prior to considering
publication of TOGA information. Furthermore, it should be noted that TOGA is a
tool for exchange of operational information which may change with operational
circumstances.

The original intention of this data was to align outages but it is not clear if the data
is ever used for this purpose, so it is questionable whether this data should be
shared at all;

Most of this information is already available on the BMRS. It is not clear why the
information provided by generators at 7 weeks ahead is only provided to the
market at 2 weeks ahead,;

The key principles behind a number of BSC modifications (e.g. P219, P220,
P226, P243 and P244) are transparency, accessibility and consistency of data
located in one place (i.e. BMRS). Elexon already publishes some TOGA data on
the BMRS which would be a suitable platform for publication of additional TOGA
data;

TOGA system is not accessible to new market entrants and traders, and hence is
not an appropriate system for dissemination of information. Systems should be
developed to contain data on increasing amount of embedded plant in order to
gain a better view of the market.

Q7: Should TOGA generator availability  information be available to all market
participants?

Response Number of responses
Yes 4
No 1
Neutral/ 1
no comment
Other 1

Comments on Provision of TOGA Generator Outage Information::

1.
2.

Most responses to Q7 were similar to those for Q6;

It is inefficient to duplicate information that is already available to market
participants;

With OC2 data available on a BMU basis, there is little need for this information
to be made available.
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CBSG View:

CBSG agreed with respondent views that the majority of TOGA information is
already available on the BMRS and, following publication of Output Usable
information at BMU level under P243, there would be no incremental benefit in
publishing additional information on generation availability and outages.

The CBSG considered that more could be done on the coordination of transmission
and generation outages. Although outage information is exchanged between
generators and National Grid in accordance with OC2, the process for harmonising
outages is not considered optimal. For example, National Grid may align its
transmission outage with a generator outage but the latter may change, leading to
changes in transmission outage plan and potential constraint costs. The CBSG
considered some initial options which could be further developed. For example:

Identify ‘key’ transmission outages and ensure that these are communicated to

the generators;

Incentivise generators not to move the outages.

The CBSG considered that the area of outage coordination required further
development. This could be achieved by further discussions at the CBSG which may
then lead to the establishment of an issue group by the GCRP, with terms of
reference for such a group recommended by the CBSG.

3.3 Information showing potential constraint bounda ries

Q8: Would Picasso information reduce constraint cos ts?

Response Number of responses
Yes 2
No 1
Neutral/ 3
no comment
Other 1

Comments on Provision of Picasso information, leading to Reduction in Constraint

Costs:

1. We are strongly opposed to the publication of PICASSO information on the
grounds of national security and National Grid resource implications;
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2. There are no incremental benefits of publishing this information. Picasso
diagrams are only a snapshot of possible system conditions which are likely to
change in real-time;

3. This information, if provided, should only be made available on an ex-post basis
because ex-ante information could have security implications or could lead to
actual or perceived instances of market abuse;

4. In principle, this could reduce constraint costs if Picasso information is published
in sufficient time for market to respond;

5. The benefits of this information include:

a. Parties can plan outages to maintain plant availability during constraint
periods;

b. Parties would be able to submit more competitive bids or offers into the
constrained area, thereby lowering the overall constraint costs;

c. Transparency of constrained periods would enable participant
behaviour to be examined during these periods;

6. Given the level information already available on the web, the security is less of an
issue; a bigger concern is the gaming (by larger players?) based on technical
knowledge of constraints which may be more difficult to identify;

7. With regard to DECC’'s proposed market abuse licence conditions, Ofgem
already has all the necessary powers and National Grid should promptly report to
Ofgem any form of suspected market abuse of a dominant position;

8. National Grid should provide regular (e.g. monthly or quarterly) updates on the
status of the system at both national and regional level, leading to more data than
in SYS (e.g. changes in constraint boundaries with changes in TEC,
maintenance, upgrade etc.);

9. If Picasso information is to be provided to the market, the BMRS would be a
suitable platform for publishing this information.

Q9: Would simpler and easier to interpret Picasso i  nformation meet market
needs?
Response Number of responses
Yes 3
No 2
Neutral/ 1
no comment
Other 1

Comments on Provision of Simpler and Easier to Interpret Picasso information:
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1. Acknowledging National Grid’s concerns, the market would benefit from seeing
some output from planning iterations leading to Picasso information; in particular,
the developers need a steer as to where they could invest;

2. Given the time and considerable resource required of the system operator
(particularly over longer timeframe desired by market participants to respond
meaningfully to the information), it is sensible to develop simpler and easier to
interpret Picasso information;

3. It is arguable whether this data is currently available via TOGA but as the TOGA
data is static it is of little benefit.

4. Develop a zonal constraint risk indicator (e.qg. traffic light system) and publish this
information for key demand periods (e.g. at 04:00, 16:00, 19:00 and 21:00) on a
daily basis for up to 7 days ahead;

5. Publish clearer information on the capacities between zones to improve the
transparency of system actions;

Q10: Would Picasso information lead to national sec  urity issues?

Response Number of responses
Yes 4
No 1*
Neutral/ 1
no comment
Other 1

* This respondent did not support publication of Picasso information.

Comments on Picasso information leading to National Security Issues:

1. Advance knowledge of some constraints may pose a security risk, and hence
Picasso information should not be published;

2. Publication of Picasso information via a public website would be detrimental to
national security and there is no convincing case for public availability of this
sensitive information to counter the serious security concerns; this respondent
would be willing to provide rationale for their concerns to National Grid and/or
Ofgem, rather than in a public document. These concerns could be allayed by
making Picasso information available to named persons (e.g. market participants
only) via password and secure websites on a ‘need to know’ basis. Furthermore,
consideration should be given to utilising Section 105 of the Utilities Act 2000 for
disclosure of information;

3. We are strongly opposed to the publication of PICASSO information on the
grounds of national security and National Grid resource implications;
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4. A simpler version of Picasso information (e.g. constraint risk indicator, as
discussed under Q9) would not highlight weaker points of the system and may
alleviate security concerns;

Q11: Would Picasso information increase (or reduce) constraint costs?

Response Number of responses
Yes 3
No 1*
Neutral/ 2
no comment
Other 1

* This respondent did not support publication of Picasso information.

Comments on Provision of Picasso information, leading to Increase in Constraint

Costs:

1. Itis not appropriate to expect market participants to assume the role of managing
costs as a result of improved constraint information. Furthermore, a coordinated
approach by the system operator is likely to be more efficient than the collective
result of market participants managing constraint costs;

2. A simpler version of Picasso information (e.g. constraint risk indicator, as
discussed under Q9) would reduce constraint costs by increasing competition at
the point of constraint;

Q12: Would ex-post Picasso information mitigate ris k of market exploitation?

Response Number of responses
Yes 3
No 1*
Neutral/ 2
no comment
Other 1

* This respondent did not support publication of Picasso information.

Comments on Provision of Ex-Post Picasso information:

1. Ex-post Picasso information would enable the behaviour of both National Grid
and market participants to be analysed. As this outturn information would not
allow mitigation of constraints, it needs to be published in addition to (not in place
of) ex-ante constraint information;
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2. This information would not allay security concerns but may be of some benefit, as
long as its publication is limited to market participants only;
3. This information may provide an additional monitoring role but there is still a
concern that it could be used inappropriately in respect of long term constraints;
4. There is no specific need for this information but would welcome better and more
timely explanations from National Grid when challenged about balancing actions.

CBSG View:

CBSG considered that the Picasso information is complex and, as such, its
publication is unlikely to benefit the market where only a limited number of
participants would be able to interpret the detailed information. One CBSG member
who had initially requested this information suggested that, having seen the complex
detail contained in Picasso, publication of such information would not help reduce
the constraint costs.

With regard to system security, the CBSG agreed with the majority of the
respondents that publication of Picasso information could lead to national security
issues.

Some member of the CBSG considered that there may be merit in ex-post
publication of a simpler form of Picasso information which could also be used for
monitoring the behaviour of individual market participants (e.g. to address gaming).
However, other members were still concerned about its implications for system
security.

The CBSG concluded that it is not necessary to publish Picasso information but it
would be helpful to publish more information on flow transfers across boundaries.

The CBSG noted that the ongoing work on modelling of constraints for the 2011-13
Balancing Services Incentive Scheme (BSIS) may provide useful information for
understanding drivers of constraint costs and for assessing National Grid’'s
performance in relation to these costs. For example, this modelling (based on
fundamental economic principles) takes into account the ‘unconstrained generation
schedule’ (assuming infinite transmission capacity) and ‘constrained generation
schedule’ (by considering transmission outages and this information, when
compared to actual flows, may help the market in understanding the constraint
actions taken by National Grid (e.g. the actions that National could have taken and
the actions it actually took). However, it should be noted that any theoretical model
has limitations because of inherent assumptions and may not fully reflect reality.
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Subject to implementation of BSIS proposals, consideration could be given to
publishing information such as potential unconstrained flows (along with comparative
actual flows). This area of work would need to be developed further and National
Grid would discuss the way forward with the CBSG.

3.4 Ex-post constraint cost allocation

Q13: Would publication of constraint cost allocatio n methodology benefit the
market?

Response Number of responses
Yes 4
No 2*
Neutral/ 0
no comment
Other 1

* One respondent stated that there may be benefit in publishing the constraint cost
allocation methodology.

Comments on Publication of Constraint Cost Allocation Methodology:

1. Additional information on cost allocation can help understand the rationale behind
system operator actions. The system operator should ensure (via its price control
process) that any incentives are simple and understood by all players;

2. The lack of transparency surrounding the cost allocation methodology impedes
market operation and is detrimental to competition in electricity generation and
supply;

3. Theoretically, a financial benefit may materialise if individual participants are
responsible for 100% of the constraint cost resulting from their behaviour.
However, the benefits of publishing such a methodology are limited given that the
constraint costs are smeared across the industry via BSUo0S charges.
Furthermore, any market behaviour concerns can be best addressed via market
abuse conditions in generators’ licences (currently being addressed via Energy
Act 2010);

4. There would be some benefit in the market knowing how constraint costs are
allocated, given that most market participants pay for these costs through BSU0S
charges. The methodology should be largely agreed in advance with some scope
to use engineering judgement in certain cases;
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5. Publication of this methodology will allow for comparison with the imbalance price
formulation which is intended to remove the cost of constraint actions from the
main imbalance price. This could potentially reveal opportunities to improve the
BSC pricing methodology by incorporating elements of the constraint cost
allocation methodology;

Q14: How should constraint cost allocation methodol ogy be governed (e.g.
licence)?

Comments on Governance of Constraint Cost Allocation Methodology:

1. We support governance of industry methodologies such as constraint cost
allocation methodology via the BSC or CUSC Panels;

2. lItis not clear why any formal governance is required, unless it was proposed that
industry participants should be able to propose changes to the methodology. If
this is the case, the methodology could be incorporated in the CUSC.

CBSG View / National Grid View:
CBSG noted that the majority of the respondents supported the publication of the
methodology used by National Grid for allocating constraint costs.

As stated in the consultation document and acknowledged by one respondent, the
current methodology involves manual processes and post-event review by National
Grid staff (e.g. the control room staff and planning and support staff) to ensure
accuracy of the process. The use of engineering judgment by National Grid staff is
likely to be a key part of such a methodology. Nevertheless, CBSG considers that
visibility of the constraint cost allocation methodology (particularly when combined
with other areas of constraint information transparency such as more granular zonal
data) would be beneficial in understanding constraint costs and actions.

The governance framework for this methodology could either be NGET’s licence or
the codes (e.g. CUSC or BSC).

National Grid considered that, for consistency with other methodology statements
related to balancing services (e.g. Procurement Guidelines and Balancing Principles
Statement) which are required under NGET's licence condition C16, the
methodology for allocating constraint costs could be incorporated via NGET’s licence
in a similar way (rather than the CUSC or BSC codes). This would ensure that this
methodology has the same flexibility for future changes as other methodology
statements but any changes would be subject to industry consultation.
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The CBSG considered that, since the charging methodologies reside in the codes,
the option to incorporate the methodology in the codes should not be ruled out.

National Grid has suggested that, in addition to the publication of the constraint cost
allocation methodology, it might be useful to provide more granular breakdown of
out-turn constraint costs (e.g. at main boundaries) than is the case at present®. Such
a breakdown is likely to be influenced by confidentiality of bilateral contractual
arrangements and is likely to require additional National Grid resource effort.

National Grid would discuss the methodology and granularity of constraint costs
allocation with the CBSG. Incorporation of the methodology in appropriate
governance framework may require Ofgem engagement.

3.5 More granular information on constraint managem ent
services

Q15: Should more granular information on constraint management tenders
and bi-lateral agreements be published?

Response Number of responses
Yes 4
No 1
Neutral/ 1
no comment
Other 1

Comments on Publication of more Granular Constraint Management Tenders:

1. Publication of all information on constraint management tenders would facilitate
competition and ensure efficiency in system operation. ‘Schedule 7a’ trades are
regularly used but the location of these trades or duration of actions is not
transparent;

2. This will improve market understanding and help participants to engage in the
market leading to increased competition and lower costs for consumers;

3. This may encourage additional participants to compete for tenders and bilateral
agreements which should drive down the cost of these agreements;

% At present, the current geographic breakdown is limited to Scotland, Cheviot boundary, and England
& Wales.
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4. This should allow parties to compete to resolve constraints and drive down
constraint costs. It should also help identify any players who are abusing their
position by charging the rest of the market, and ultimately the consumers, higher
prices than market conditions would imply.

5. This information should be made public as it would facilitate competition;

6. The current tender information is of sufficient granularity and the commercial
confidentiality of bilateral contracts should continue to be honoured.

CBSG View:

CBSG noted that National Grid’'s current obligations to utilise the most economic
constraint management services (e.g. PN contracts and intertrips) override other
considerations such as transparency. The CBSG agreed with the majority of the
respondents that more granular and more transparent information on constraint
management tenders would facilitate competition and may help reduce constraint
costs. This may require a change to the relevant legal framework, as discussed in
section 3.6.

3.6 Governance on disclosure of constraint-related information

Q16: Which legal framework should contain provision s for disclosure of
constraint-related information?

Comments on Legal Framework for Disclosure of Information:

1. The transparency requirements could be set out in licences, codes or bilateral
agreements, depending on the nature of information to be published;

2. It seems logical to publish information on all agreements but this may not be
possible if both parties do not consent. Furthermore, the commercial agreements
are outside the scope of relevant codes and hence can not be enforced via the
codes. The most efficient way of ensuring publication of relevant information is an
explicit obligation in NGET licence;

3. Negotiating a large number of bilateral contracts is not desirable. The code
modifications may flush out any specific issues that may need addressing via
licences or wider legislative framework. The easiest way of ensuring that more
data enters the market at low cost is via the licence route;

4. Legislative obligations (e.g. section 105 of the Utilities Act 2000) may require a
change to the law and can not be “removed” by changing the bilateral
agreements, the Codes, Procurement Guidelines, the Generation or NGET
licences. This area (e.g. subsections 3(c) and/or 3(d) of Section 105 of the
Utilities Act 2000) needs further consideration;
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5. If the data is to be published on the BMRS, it may be appropriate to have the
requirement to publish this data within BSC. This may also require obligations in
other legislation if, for example, the data related to non-BSC Parties;

CBSG View:

CBSG agreed with respondents that, in general, explicit obligations in NGET licence
to disclose information would be the best way forward; other options such as
negotiating a large number of bilateral contracts were not considered workable.
However, the CBSG considered that the rules for disclosure of any information
should be considered in light of the nature of information to be published. For
example, the rules and obligations for publishing information on constraint
management tenders may not necessarily be the same as those for publishing zonal
information.

The CBSG discussed restrictions on disclosure of information under Section 105 of
the Utilities Act 2000 and noted examples (e.g. publication of information under
P243) of how these restrictions were overcome. These restrictions may need to be
considered for any future publication of information.

National Grid would need to liase with Ofgem to consider implementation of any
obligations in NGET'’s licence.

3.7 Provision of Planned and Actual Transmission Ou  tages

Q17: Should information on planned4 transmission ou tages be published?

Response Number of responses
Yes 4
No 0
Neutral/ 2
no comment
Other 1

Comments on Publication of Planned Transmission Outages:
1. Publishing the planned transmission outages, along with already published data
on generator outages via OC2, would improve efficiency of system operation by

% If this information were to be published, it should be noted that the planned outages could change
for a variety of reasons including changes to generator outages, circuit faults and resources.
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enabling outages to be properly coordinated and would minimise opportunities for
the exercise of market power. Publication of this information would be consistent
with the third package;

Subject to the information being restricted to market participants for security
reasons, there may be a case for publication of this information given that the
equivalent information on generator outages is now available under BSC
modification P243.

This would enable participants to minimise the cost of constraints by planning
plant dispatch and availability around transmission outages. However, there is a
risk that the costs may increase as a result of exploitation of this information. This
risk can be addressed by a combination of transparency and appropriate market
abuse condition in generators’ licence (currently being addressed via Utilities Act
2000);

Ex-ante information on planned outages should be given in good time to allow the
market to respond;

This information may lead to an increase in constraint costs;

If the “Framework Guidelines” require this information to be published, there is no
scope not to make it available. The issues associated with publishing this
information are similar to those for publishing Picasso information.

Q18: Should information on actual transmission outa ges be published?

Response Number of responses
Yes 4
No 0
Neutral/ 2
no comment
Other 1

Comments on Publication of Actual Transmission Outages:

1.

Publishing the transmission outages, along with already published data on
generator outages via OC2, would improve efficiency of system operation by
enabling outages to be properly coordinated and would minimise opportunities for
the exercise of market power. Publication of this information would be consistent
with the third package;

Subject to the information being restricted to market participants for security
reasons, there may be a case for publication of this information given that the
equivalent information on generator outages is now available under BSC
modification P243.
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3. This would enable participant to minimise the cost of constraints by planning
plant dispatch and availability around transmission outages. However, there is a
risk that the costs may increase as a result of exploitation of this information. This
risk can be addressed by a combination of transparency and appropriate market
abuse condition in generators’ licence (currently being addressed via Utilities Act
2000);

4. Ex-post information should be provided on unplanned outages. This would allow
monitoring of system performance, particularly where outages occur several
times at specific locations. In a “connect and manage regime” where security
standards may be lower, the players will be able to gauge the effect of changes
to security standards on system availability;

5. It would be refreshing if National Grid shared more information on the reasons
behind constrains that led to several balancing actions e.g. was it in an intact
system condition, under planned outage, etc. The Operational Forum would
seem a good platform for this;

6. The issues associated with publishing this information are similar to those for
publishing Picasso information.

CBSG View:

CBSG noted that, if the draft European Transparency Guidelines become a legal
document, information on planned and actual transmission outages will need to be
provided in accordance with these Guidelines. Whilst some members of the CBSG
expressed concerns (from a system security perspective) about public availability of
outage information, the CBSG recognised that under these Guidelines (if
implemented in current form), outage information will be provided on a website which
is easily accessible to the public and is free of charge.

The public consultation on the Guidelines closed on 28 October 2010° and, following
evaluation of responses, ERGEG® produced advice for the European Commission
on 7 December 2010. Although the precise details of the next steps have not been
published, it is envisaged that the first half of 2011 will be devoted to consideration of
Guidelines by the European Commission and this will be followed by the comitology
process in the second half of 2011. If the comitology process is complete by the end

® The responses to the consultation and other information related to the Guidelines such as ERGEG
advice can be found on: http://www.energy-
requlators.eu/portal/page/portal/EER_ HOME/EER_CONSULT/CLOSED%20PUBLIC%20CONSULTA
TIONS/ELECTRICITY/Comitology%20Guideline%20Electricity% 20T ransparency/BG

6 European Regulators Group for Electricity and Gas
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of 2011, there will be a period allowed (duration of this period is not yet confirmed)
for implementation of the Guidelines.

The CBSG considered that this area of work should be re-visited following
completion of comitology process on European Transparency Guidelines.

3.8 Access to the Constraint-related Information

Q19: How accessible should the constraint-related i nformation be?
Options for Access to Constraint-related Number of Responses
Information Expressing Preference
i | Public access (no restrictions) 3
i Restricted access (only market participants / ‘need to 9
know’ basis)
i | Other 0

Comments on Accessibility of Constraint-Related Information:

1. “We do not support the introduction of password protection, nor limiting access to
a chosen few”. If data is considered to be relevant to the market, it should be
easily accessible, clearly presented and available in one place. National Grid
should focus on improving access to its existing data as well as making more
information available;

2. ERGEG guidelines propose a central European data platform with open and free
access. If this platform published any constraint-related information, it would be
difficult to justify a more or less restrictive approach in GB;

3. This information should be available to all market participants without
discrimination. A ‘need to know’ basis may be discriminatory and public access
appears too wide given the security concerns;

4. No case has been made for unrestricted public access and our preference is for
access on a ‘need to know’ basis.

CBSG View:

CBSG discussions in this area have been summarised in sections 3.6 (access
restrictions) and 3.7 (possible obligations under European Transparency Guidelines).

3.9 Other Comments
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1. We have serious reservations about public access to constraint-related
information, and no convincing arguments have been made as to why non market
participants need to know this information;

2. In its response to European Regulators’ consultation on data transparency,
Elexon stated that it would be best placed to deliver National Grid’s transparency
obligations for the European platform. Elexon considers that BMRS is best placed
platform for constraint-related data;

3. Normally National Grid issues emails to a wide number of industry participants
but this consultation did not appear to be widely publicised. Please send such a
notification in future.

CBSG View:
Some of the above comments have been noted in earlier parts of section 3. With
regard to the circulation of the consultation document, the CBSG noted that National
Grid had publicised the consultation via a number of industry communication
channels:

Grid Code circulation list;

Operational Forum circulation list;

Elexon’s Newscast;

Cornwall Energy’s ‘daily bulletin’.

National Grid confirmed that this consultation report, and future industry
consultations, would also utilise automated email notifications via our website to
ensure that the industry communications capture the right audience.

4  Proposed Way Forward

The CBSG has carefully considered the industry responses and has provided its
views at the end of each relevant subsection in section 3. The main points from
discussion in section 3 and the proposed way forward are summarised below (it is
envisaged that some areas may require further industry consultation):

1. Review and alignment of BMRS/OC2/SYS zones: Establish an industry issue
group (subject to approval by the BSC Panel and the Grid Code Review Panel) to
review the current BMRS and OC2 zones with a view to aligning these zones with
the 17 SYS zones (or determine some other appropriate number of zones). The
issue group should also include Grid Code industry representatives.

2. TOGA information on generator outages and generator availability: Focus on
improving coordination of generator and transmission outages, and develop
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options for delivering improved coordination. Development of options may require
further input from the CBSG and/or wider industry.
3. Picasso Information: Consider publication of additional information on flow

transfers across boundaries. This may require further consideration at CBSG or
input from wider industry.

4. Methodology for ex-post allocation of constraint costs: Develop a methodology
which is suitable for publication of breakdown of out-turn constraint costs and
seek implementation in appropriate governance framework. Consider publication
of more granular breakdown of out-turn constraint costs (subject to confidentiality
of bilateral contracts).

5. More granular information on constraint management tenders: Consider changes
to NGET licence (or other relevant legal framework) to allow publication of more
granular information on constraint management tenders, whilst allowing National
Grid to continue to fulfil its role to operate the system in an efficient and economic
manner.

6. Governance on disclosure of information: Consider rules for disclosure of any
information in light of the nature of information to be published, including
restrictions under Section 105 of the Utilities Act 2000. No explicit action is
needed as these rules will depend on informational context.

7. Planned and actual transmission outages: Re-visit this area following a European
Commission decision on European Transparency Guidelines which cover
provisions for publication of planned and actual transmission outages.

8. Access to constraint-related information: Re-visit this area following a European
Commission decision on European Transparency Guidelines which require
publication of information on a website which is easily accessible to the public
and is free of charge.
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5 Appendix A - Industry Responses

EDF

Elexon

EON

RWE

SSE

Welsh Power
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Shafgat Al

Cornmercial Analyst
National Grid House
Gallows Hill

Warwick Technology Park
Warwick

CW34 6DA

& Decernber 20710
Dear Shafgat,
Constraint Information Transparency consultation

EDF Energy welcomes the opportunity to respond to this National Grid {(NG) consultation.

EDF Energy is one of the UK's largest energy companies, with interests that include
nuclear, renewables, coal and gas-fired electricity generation, combined heat and power
and eneray supply to end users. We have aver five million electricity and gas custorner
accounts in the UK, including residential and business users.

The key paoints of our response are as follows:

EDF Energy fully supparts information release and believes that improved
transparency in the provision of canstraint related information will help towards
reducing overall constraint related system costs.

The provision of additional information to all participants should encourage mare
efficient plant dispatch, thereby allowing participants to aptimise their outages
relative to each ather. This will allow more efficient use of the transmission system
and a more efficient and well functioning competitive UK energy market overall.

The value of this information is inherently tied to its ease of reference. We
therefore support the development of a revised Picasso model as suggested in our
response. This model could provide aggregate information to all market
participants to indicate anticipated constraint action or limits on the systerm and
we would be happy to discuss this further with NG.

Jur detailed responses to the consultation guestions are set out in the attachment to this
letter and are not confidential.

ECF Energy
A 40 Grosvenar Place, Victoria ERFEne gy pic.

,Q London S¥w1x FEM Registersein England and iWates
feghtered Mo, 2766852,
Tel a4 (O) beb 7rsE 2200 Registered office” 40 Grosvenor Place,

surtoinahilty partmer ViEtora, London SWIX 7EW
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Should you wish to discuss any of the issues raised in our response or have any queries
please contact my calleague Rob Rome an 01452 653170, or rmyself.

Yours sincerely,

Ac/ 1

Denis Linford
Corporate Policy and Regulation Director
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National Grid invites responses to this consultation by 6 December 2010. The responses to specific consultation questions
(summarised below) or any other aspect of this consultation can be provided by completing the following proforma.
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Please return the completed proforma to balancingservices@uk.ngrid.com.

Respondent:

Hannah McKinney

Company Name:

EDF Energy

Does this response contain | No
confidential information?

No | Question Response | Rationale
(Y/N)
1 .Do V\o:. L S.m : ELORS HeTEl Y * BMRS zonal data provides information on forecast zonal
information beneficial? demand, availability, and margin for the current and next
(i) If yes, please provide rationalte, day. It fills the time gap between OC2 data for day 2 and
including any qualitative and/or beyond and detailed data soon after gate closure into
quantitative benefits. _.mm_-:.:._m and beyond. _./_o,nm that post-gate __.__no_.im:.o: _m.
0 IF p tate whether th of limited use for a particular half-hour as balancing in this
) 17w, i mmmm Sid m.<< Slher the timescale is managed by the System Operator, but may
BMRS zonal information could be inform future half-hours for which gate closure has not
removed to improve efficiency of occurred.
5 November 2010 Page 1 of 9
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No | Question Response | Rationale
\ (Y/N)
. information provision (section » Overall any information regarding plant availability to all
o PN 51). participants will aid more efficient plant dispatch and
v~

thereby allow participants to optimise their outages
relative to each other. Other benefits include:

N

)

o Improves industry’s ability to identify any
unexpected outage behaviours and thereby aid
more efficient system operation overall.

o Treats all generating units equally; all parties
including non-physical traders have the same
opportunity to forecast market prices and identify
any activity considered unfair.

+« BMRS zonal data as it stands should not be removed
because there is no other equivalent zonal data for the
current day and day ahead. Redefinition of the zones
could increase its usefulness.

p R (2 (/20 e (e SRS iete (b Y »  Alignment of these zones would facilitate more effective
benefit in aligning the BMRS analysis across one data set and should reduce system
zones with OC2 zones? Please and analytical associated costs.

state what benefits you would
derive from this improvement
(section 5.1).

3 ||Po you think that the current OC2 Y + An alignment of the BMRS and OC2 zones presents a
and BMRS zones should be logical opportunity to review the appropriateness of these
reviewed fo  assess  their existing zones.
appropriateness? Please provide e The UK electricity market has experienced significant
rationale (section 5.1). change since NETA go-live in terms of the overall plant

5 November 2010 Page 2 0of 9
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No | Question Response | Rationale

(Y/N)
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mix now on the system such as considerable renewable
generation, transmission system development, and more
connection points plus increased transmission system
usage and connection.]

-
AT
\)

N

)

4 ||Pe E.:.SS.» Smﬁ S Vel o Y « Arguably, alignment of OC2/BMRS zones with SYS zones
benefit in aligning the OC2BMRS could provide benefits in that it would make for easier
zZones with the Seven Year cross comparison of analysis and results.

Statement study zones? Please
state what benefits you would

« As per Q2, it could reduce overall analytical costs.

) . » Consideration may need to be given to the fact that the
derive from this improvement BMRS, OC2 and SYS zones have different objectives and
(section 5.1.3). therefore the zones may well reflect the requirements of
these different purposes.

+ Any system developments should be made with flexibility
to change the various zones in future, in a transparent
and easily manageable manner by National Grid and users
alike.

« It should be borne in mind that transmission constraints
arise in transmission circuits and other equipment, and
the use of zones to which generators and demand are
allocated is a convenient method of simplifying their
management. Future developments in demand side
flexibility and IT modelling may lead to more complex
modelling and representation of constraints and their

management.
5 ||Pe . w o SS.X Smw. 2R 0 Y + The information seems to be adequate. Transparent
sufficient information on information on current and planned transmission
5 November 2010 Page 30of 9
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No | Question Response | Rationale
(Y/N)

opportunities  for  generation investment can enable generators of all technologies to
connection within SYS? If not, consider a range of possible locations prior to their
please provide details of any investment. _._A.u<<.m<m_.. a dno_.mnmmn é_ﬁ:_: the SYS of when
additional information needs. in current transmission boundaries might become non-

i . compliant under the SQSS would be of benefit under the
this area (section 5.1.4). enduring C&M regime for transmission access.

6 | /D@ E.: S\..,.._x s :;Q.m e Y It is not clear that the provision of TOGA generation
benefit in  making  TOGA outage information to all participants would add
generator outage information significantly more information than that now provided by
available to all market reporting of OC2 Output Usable data on BMRS,
participants? Please state what
benefits you would derive from
this information (section 5.2).

7 Do you think that there would be Y See Q6 answer above
benefit in  making TOGA
generator availability
information available fo all market
participants? Flease state what
benefits you would derive from
this information (section 5.2).

8 D.o yet .SSx Smﬂ _ﬂm@:@. e Y Given the overall intent of reducing operational costs
Picasso information available to associated with constraints, any additional information on
the market would reduce the future plant availability and forecast risk of constraint
costs of transmission constraints? periods should be made available to market participants.
Please state how you would use This has a number of benefits:

5 November 2010 Page 4 of 9
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No | Question Response | Rationale
(Y/N)
this information fo help reduce the o Helps assist parties with their overall plant
constraint costs (section 5.3.2). dispatch and availability planning decisions.
Participants can plan outages to maintain
availability during constraint periods.

o Participants would be able to submit more
competitive bids or offers into the constrained
area thereby lowering the overall system
constraint costs.

o Would enable easier identification of periods
where constraints are created and enable
participant’s behaviour to be examined at these
times.

9 ||P° k ou 3.::. At m:d.o\mw Ene Y + We would recommend a form of constraint risk indicator
easier to interpret  Picasso on a zonal basis (e.g. traffic light system). At a high level
information  (e.g. aggregate this could include the following features:

Information for a given constraint o Published at the appropriate fixed intervals such
group) would — meet  your that these would align with key demand periods,
infarmation needs? Please e.g. daily peak and trough periods (04:00, 16:00,
provide ratichale how best such 19:00, 21:00)

information cowld be published o Provided at a daily granularity for e.g., 7 days
(section 5.3.2). ahead.

10 D_.o yeu : =z Smﬂ preen @f Y + A revised version of the Picasso model, such as that
Picasso information could lead to described above in Q9, would not highlight the weak
national security issues? Please points in the National Grid system to the extent it could be
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