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A.

INTRODUCTION

1.

Paragraph 2 of Condition 14 of the Transmission Licence granted to the
National Grid Electricity Transmission 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 14 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.

In May 2003 a joint Grid Code Review Panel and Distribution Code Review
Panel working group was set up to consider how changes to the Licence
regime could be reflected in the Grid Code. The main objective of this group
was to ensure that existing Grid Code technical requirements were
transparently applied to embedded Medium Power Stations such that
Generators owning only embedded Medium Power Stations would not need
to have any enduring requirement for an agreement with National Grid.
Following discussions the working group proposed that the Grid Code
should be amended such that current relevant Grid Code obligations are
passed through to the host Distribution Network Operator (DNO). The same
obligations would then be placed on the Generator via the Distribution Code.
Further details regarding the work undertaken by this group are given in
section B below.

The proposed changes to the Grid Code were presented by National Grid
and discussed at the Extra ordinary Grid Code Review Panel meeting held
on 20" July 2005. At this stage, proposed revised text for Grid Code was
presented, and following some further discussion it was agreed that a
Consultation Paper would be issued.

National Grid, in accordance with its obligations under its Transmission
Licence, consulted authorised electricity operators by circulating to them
Consultation Paper D/05, which was dated 23 August 2005 and which
contained the proposed amendments to the Grid Code. A copy of
Consultation Paper D/05 is attached to this Report as Appendix B. National
Grid also placed a copy of the Consultation Paper on its website to ensure
its wide availability.

Comments were invited from all such authorised electricity operators by 7
October 2005. National Grid has received responses from 6 authorised
electricity operators. The responses are discussed more fully in Section B
below.
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6. The proposed revisions to the Grid Code are set out in Appendix A to this
Report. By way of summary, the proposed changes are described below:

B. DESCRIPTION OF THE PROPOSED AMENDMENTS AND THEIR
EFFECTS

Background

7. Following the introduction of licence exemption arrangements for Medium
Power Stations, it has become apparent that the existing contractual
framework does not allow for Grid Code requirements to be enforced by
National Grid without a direct relationship with the Generator. This is
considered to be neither robust nor transparent.

8. The DTI, Ofgem and National Grid have recognised the need to consider
and take forward more robust measures. In the interim period until these
more robust measures have been identified and implemented arrangements
have been agreed such that the Generator would enter into an agreement
with National Grid to fulfil the main requirements of the Grid Code. In
addition National Grid would seek derogations from enforcing the remaining
requirements of the Grid Code. These interim arrangements are known as
Licence Exempt Generator Agreements (LEGA’s) and are now in place as a
temporary measure.

9. The LEEMPS Working Group was formed by the GCRP and the DCRP to
consider how changes to the Licence regime could be reflected in the Grid
Code. The main objective of this group was to ensure that existing Grid
Code technical requirements were transparently applied to embedded
Medium Power Stations such that Generators owning only embedded
Medium Power Stations would not need to have any enduring requirement
for an agreement with National Grid. It should be noted that the scope of the
working group was to consider only the processes by which obligations
could be passed through to the DNO and not the need for the obligations
themselves.

10. The LEEMPS Working Group considered a number of potential mechanisms
that could be utilised to address the issues brought about by the change in
licensing regime.

11. The LEEMPS Working Group considered that a mechanism whereby the
relevant Grid Code obligations were placed upon the host DNO with the host
DNO then backing off these obligations to the Licence Exempt Embedded
Medium Power Station through the Distribution Code was the most
appropriate mechanism to take forward and develop further. A summary of
the groups views on each Option considered can be found in the LEEMPS
Consultation document attached as Appendix B (and a more complete
record of the groups views can be found in the LEEMPS Working Group
Report

http://www.nationalgrid.com/NR/rdonlyres/3884133C-87A5-4983-9CA4-
BO7E6CC6622E/1526/LEEMPS report Final.pdf)

12. The proposals that have been developed and recommended by the Working
Group have now been consulted upon by National Grid and are described

Date of Issue:03/02/06 Page 4 of 109

Authrep_D05v0.1



Report to the Authority
Consultation Paper Ref: D/05

13.

below. A full record of the discussions of the LEEMPS Working Group may
be found on the LEEMPS Working Group section of the National Grid
Industry Information Microsite

http://www.nationalgrid.com/uk/Electricity/Codes/gridcode/workinggroups/LE
EMPS/

It was also recognised that there may need to be consequential changes to
other industry documents such as the CUSC. Where necessary these will
be the subject of separate consultations in due course.

PROPOSED CHANGES

Planning Code

It is proposed that the obligation for the Generator to supply information to
National Grid in respect of Embedded Medium Power Stations is placed on the
host DNO, reflecting that National Grid has no direct agreement with the
Generator. The DNO would be expected to pass information to National Grid or
require the Generator to pass the information directly to National Grid on the
DNO'’s behalf.

It is proposed to include new sections (PC.4.4.3, PC.4.4.4 and PC.4.5.3) which
would describe the timeline for data exchange. It is further proposed to change
PC.5.2, PC.5.4 and PC.5.5, which specify whether the data would be connected
planning data, preliminary project data or committed project planning data.
Proposed changes to PC.4.3.1 deal with confidentiality of data.

Connection Conditions

8.

10.

It is proposed that the Connection Conditions are amended such that DNO’s are
required to ensure that Embedded Medium Power Stations within the host
network (other than those that have a direct relationship with National Grid) are
compliant with the relevant Grid Code obligations. This relates to information
exchange under CC.5 and technical requirements under CC.6. To this end it is
proposed to include a new section CC.5.2.2 related to information requirements
and a new section CC.3.4 summarising technical requirements. It is also
proposed to clarify requirements of other sections under CC.6.

In addition it is proposed to amend CC.8.1 to clarify that Medium Power Stations
will not be required to provide frequency response on a mandatory basis and
directly connected Medium Power Stations will be obliged to provide reactive
power only on a mandatory basis. However the requirement to have the
capability to provide frequency response remains under CC.6.3 and the
Generator or National Grid may seek to enter into commercial arrangements to
provide frequency response.

Operating Codes

It is proposed to amend OC1 (Demand Forecasts) to clarify that National Grid
interfaces with the DNO rather than the Generator. It is expected that the DNO
would comply by passing through obligations and requiring the generator to
submit data directly to National Grid.
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11.

12.

13.

14.

15.

16.

17.

18.

It is proposed to amend OC2 (Operational Planning and Data provision) such that
the DNO interfaces with National Grid in respect of Medium Power Stations
embedded in the DNO’s Distribution system.

It is proposed to amend OC5 (Testing and Monitoring) to clarify that performance
would be validated at a level other than BM Unit level e.g. at CCGT or generating
unit level. In addition a new section OC5.8 is proposed to clarify and describe the
relationship between the DNO, National Grid and the Generator in order to
facilitate any compliance assurance that may be required.

It is proposed to amend OC12 (System Tests) to clarify that the DNO would be
responsible for liaison with the Generator.

Glossary and Definitions

To support the proposed changes outlined above it is proposed to amend the
Glossary and Definitions to include three new definitions:

o Embedded Development Agreement

o Embedded Person

o Embedded Development.

In addition it is proposed to amend the definition of Completion Date to clarify the
definition in respect of Embedded Medium Power Stations and Embedded DC
Converter Stations.

Data Registration Code

It is proposed to amend the Data Registration Code (DRC) to clarify that it is the
Network Operator within whose network an Embedded Exemptable Medium
Power Station is situated is responsible for the provision of the required data.

The DRC is also amended to clarify that in the case of a Medium Power Station
or Medium DC Converter Station data need only be provided in respect of
Standard Planning Data under the Planning Code.

The proposed Grid Code changes are attached as Appendix A.

CONSULTATION RESPONSES

19.

20.

21.

Comments were invited from all such authorised electricity operators by 7
October 2005. National Grid has received responses from 6 authorised electricity
operators. Following some discussion to clarify some issues 2 respondents have
upheld sustained objections to elements of the proposed Grid Code change.
However both respondents have expressed the opinion that they support the
overall objective of the LEEMPS proposals.

Of the six responses three expressed support for the approach taken to pass the
relevant Grid Code obligations through to Licence Exempt Embedded Medium
Power Stations via the host DNO. Two of these three respondents expressed
reservations over elements of the detailed proposals however. The other three
respondents did not express a view on the suitability of the proposals, instead
restricting their comments to particular aspects of the detailed proposals.

A summary of the responses received and National Grid’s comments upon then
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detailed points raised in the responses is as follows.

Copies of the original

responses and National Grid’s replies to these are attached at Appendix C.

SUMMARY OF RESPONSES TO THE CONSULTATION

EdF Energy

The respondent supported the proposals as “a pragmatic attempt to maintain a stable and
efficient transmission network in the face of an ever increasing volume of distributed and

renewable generation”.

The respondent noted that they believed it was important that the

Grid Code provisions relating to LEEMPS were clear and transparent and that in their view
placing these requirements in the Grid Code with an obligation on DNOs to provide the
interface between National Grid and he generator achieves this far more efficiently than any
of the potential alternative considered by the Working Group would have done.

BNFL Magnox

The respondent noted that the proposals as drafted did not affect Magnox and they also
noted that National Grid saw them as a practical approach.

SP Transmission and Distribution Ltd

“Significant Extension of the GB Grid
Code”

The respondent was of the view that applying
the LEEMPS proposals in SPT&D’s licensed
area would present a “significant extension to
the current remit of the GB Grid Code”. This
rationale was based upon the view that the
parties in SP Distribution’s (SPD) licensed
area currently captured by the existing Grid
Code obligations are those that are currently
either CUSC Parties or those that are owned
by a licensed generator. The respondent
stated that their analysis showed that such
Medium Power Stations are a minority in the
licensed area of SPD and as such the
proposals in their view were a significant
extension of the GB Grid Code.

National Grid View:

National Grid noted that the LEEMPS
proposals represented the consensus views
of the joint DCRP/GCRP Working Group set
up to examine the issues that surround the
technical obligations placed by the Grid Code
on Embedded Medium Power Stations and
that National Grid's view is that these
proposals continue to be the most
appropriate obligations to be placed upon
Embedded Medium Power Stations going
forward.

“Burden of Implementation”

The respondent was of the view that (a) the
respondent would wish to establish detailed
procedures and an agreed implementation
programme leading to the compliance testing
or establishment of suitable derogations prior
to the expiry of GC15 on 31 March 2007 to
give assurance that the requirements could
practically be achieved; and (b) the
respondent believes that the provisions for
the testing of Embedded Medium Power
Stations contained within the LEEMPS
proposals are more onerous that the
equivalent provisions for other categories of
generation within the Grid Code as the
proposals did not include the equivalent of
the reasonable grounds clause in OC5.5.1.1..

National Grid view:

National Grid was of the opinion that
establishing a detailed programme prior to
any Authority decision may be premature.
Until an Authority decision is reached there
may be little value in working up a detailed
programme. National Grid would of course
seek to work with the host DNO where
National Grid does not have a direct
contractual relationship with the generator in
order to establish the likely order of work prior
to an Authority decision. National Grid would
also note that there are the provisions of
GC15 that allow for a relaxation of the Grid
Code until 31 March 2007 for Embedded
Medium Power Stations and that work can be
undertaken under this clause to establish
derogations if required.

On the second point, testing, National Grid
notes that due to the lack of a direct
contractual relationship with the generator the
testing provisions for Embedded Medium
Power Stations would necessarily have to
differ from the existing provisions that
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assume a direct contractual relationship is in
place. National Grid does not believe that the
provisions are more onerous and indeed
have indicated throughout the development
of the LEEMPS proposals that it is our view
that such testing provisions would only be
used as a last resort. In the majority of cases
National Grid would expect the system of
“self-certification” for compliance drafted
within the LEEMPS proposals to suffice.

“Relationship with NGET”

The respondent queried (a) how the DNO
might authoritatively determine whether the
Embedded Medium Power Station has a
Bilateral Agreement with National Grid; and
(b) whether the correct test is that the
Embedded Medium has a Bilateral
Agreement with National Grid, or whether the
test should be that the Embedded Medium
Power Station is party to the CUSC since
BEGAs were not imposed upon Medium
Power Stations in Scotland under BETTA.

National Grid view:

National Grid views the first point as a matter
resolved by the complementary Distribution
Code drafting for LEEMPS which places the
obligation on the embedded generator to
provide the DNO with the appropriate data
required under the Grid Code.

On the second point National Grid notes that
the CUSC 1.3.1 places the obligation on a
CUSC Party to have in place a Bilateral
Agreement for each embedded Power
Station that it owns. Therefore as the
Bilateral agreement is the primary contractual
interface for each Power Station, National
Grid believe it to be most appropriate to be
the trigger for whether data is provided direct
to National Grid by the embedded generator
or whether it is provided through the DNO.

“Exempt v Exemptable”

The respondent raised the issue of
Embedded Medium Power Stations owned by
parties subject to a generation licence. The
respondent states that as such parties are
licensed and so bound to the Grid Code
through their licence then all relevant Grid
Code obligations should be discharged
through the licensed party and not through
the DNO as this would be consistent with the
objectives of the working group. The
respondent believes that such a situation is
not addressed by the existing LEEMPS
drafting

National Grid view:

National Grid notes that these issues are
dealt with through the Distribution Code and
Grid Code drafting. CUSC 1.3.1 (b) requires
all CUSC parties with Embedded Generators
to have in place a Bilateral Agreement
through which they would provide Grid Code
data direct to National Grid. Should there
exist Embedded Generators that do not have
a Bilateral Agreement but which have an
established route through which they provide
data to National Grid then the Distribution
Code LEEMPS drafting allows this route to
continue to be utilised.

“Operational Impact”
The respondent voiced concerns that the
operational impact of the LEEMPS proposals

National Grid view:
Because of the nature of the provisions
where the term “reasonably requires” is used

will be dependant on the National Grid | it is difficult to quantify in advance exactly
interpretation of the term “reasonably | how often National Grid will need to rely on
requires”. these provisions as each will need to be
appraised on a case-by-case basis. However
we can say that National Grid would not
commonly expect to utilise these provisions.
Date of Issue:03/02/06 Page 8 of 109
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RWE npower

“Definition of Embedded Person”

The respondent queried whether the term
Person was appropriate in this context and
whether Party would be more appropriate

National Grid view:

National Grid’s view is that the drafting
should remain unchanged as if the term Party
were used there may be confusion with a
CUSC Party and indeed the Embedded
Person is not “party” to any agreement.

PC.4.4 Use of the term “variation”

The respondent queried whether the term
“variation” should be used within the legal
text or whether the term “modification” would
be more appropriate.

National Grid view:

National Grid believe that the term variation is
more appropriate as the term “Modification” is
already a defined term in both the Grid Code
and CUSC and its use here in a different
context may cause confusion.

OCS5 — Compliance Statement

The respondent believes that the requirement
for a LEEMPS to provide a compliance
statement should be removed as equivalent
provisions are not in place for existing Power
Stations that have a direct contractual
relationship with National Grid

National Grid view:

National Grid believes that the provision of a
compliance statement represents a pragmatic
approach to ensuring Grid Code compliance
without the need to resort to full testing of
every LEEMPS which would be the only other
appropriate option in National Grid's view
should the compliance statement approach
not be adopted. Only where a compliance
statement proves to be unsatisfactory would
testing be required.

OCS5 — Testing

The respondent queried:

a) why the trigger for carrying out testing on
a LEEMPS should be different to that for a
Power Station for which National Grid has
a direct contractual interface.

b) why the a LEEMPS should be bound by
frequency response tests/requirements
when it is not required to enter into a
frequency response contract

c) the issue of compensation for the carrying
out of tests

National Grid’s views:

a) National Grid again expressed the view
that due to the lack of a direct contractual
relationship with the generator the testing
provisions for Embedded medium Power
Stations would necessarily have to differ
from the existing provisions that assume a
direct contractual relationship is in place.

b) National Grid here would draw parallels to
the provision of a Frequency Response
service from Large Power Stations. Here
while the Large Power Station has an
obligation to be able to provide a
frequency response service, since the
implementation of CAPO047 it is able to
effectively withdraw itself from providing
such a service through economic means.
A LEEMPS is similarly able to choose
whether it would wish to provide a service
to National Grid through a bilateral
commercial arrangement. Therefore
National Grid does not see why given a
lack of an obligation to provide a service
this should mean that the ability to have
the capability to provide a service cannot
be made mandatory.

c) National Grid noted that the LEEMPS
Working Group believed there was little
benefit in developing payment provisions
at this stage. Rather the Working Group
believed it would be more appropriate to
develop such provisions once testing had
taken place based upon the arrangements
agreed between the parties at that time.
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Energy Technical and Commercial Services Ltd

Scope of the Proposals

The respondent noted that the LEEMPS
proposals went further than the Licence
Exempt Generation Agreements (LEGAs)
that they had seen which in their view
presented an extension to the scope of the
proposals.

National Grid view:

National Grid noted that the provisions in the
existing LEGAs have also evolved since their
introduction to meet the demands of the
changing operating environment for both
generation and transmission. As a result
certain provisions contained within the
LEEMPS proposals are not to be found in
some of the existing LEGAs. This is a known
issue and it is anticipated that should the
Authority direct that the LEEMPS proposals
be implemented, derogations will be sought
by National Grid and DNOs such that existing
generators with LEGAs should not face any
change from their existing obligations.

Impact upon Medium Power Stations in
Scotland

The respondent noted that currently Medium
Power Stations in Scotland are not captured
by LEGAs and that therefore the application
of the LEEMPS proposals across GB would
result in an extension of Grid Code conditions
to parties in Scotland that may not have had
Grid Code obligations previously.

National Grid view:

National Grid noted that the Scottish Grid
Code (SGC) applied to all generators
irrespective of their size and that through
CC.1.6 certain SGC requirements to be
modified given the “inherent characteristics”
of certain generating units. National Grid
believes that though such agreements may
not have been formal, we consider such
agreements to be comparable to the LEGA
based arrangements. Moving forward
however we consider that it is essential that
the requirements of the GB Grid Code and
any derogations against this are transparent.
National Grid believes that the LEEMPS
proposals are the most effective mechanism
through which the relevant technical and
procedural Grid Code obligations may be
placed transparently upon Embedded
Medium Power Stations across Great Britain

Differing Approach that Embedded
Exemptable Large Power Stations
(EELPS)

The respondent queried why there appeared
to be a different approach being taken for
LEEMPS than that taken for EELPS.

National Grid view:

National Grid noted that this was the case but
that Embedded Large Power Stations by their
relative capacity are more likely to have an
impact upon the GB Transmission System.
Through the BETTA consultation process it
was concluded that it is necessary to retain a
direct contractual relationship between
Embedded Large Power Stations and
National Grid whereas this is less necessary
for Embedded Medium Power Stations. The
LEEMPS proposals have therefore been
devised with an aim being that Embedded
Medium Power Stations do not need to have
a direct relationship with National Grid

Date of Issue:03/02/06
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RES Tec

Representation at the Grid Code Review
Panel

The respondent queried that should the
LEEMPS proposals be implemented then
there should be provisions made for
representation at the GCRP for owners of
LEEMPS

National Grid view:

National Grid noted that under GC.4.3 (vii) of
the Grid Code it states that one member of
the GCRP shall be a representative of “a
person representing the Generators with
Small Power Stations and/or Medium
Power Stations (other than Generators who
also have Large Power Stations)’. GC.4.3
(x) also requires a member of the GCRP to
represent Novel Units. Many of the other
GCRP members representing generators
also have LEEMPS amongst their portfolios.
We believe therefore that the owners of
LEEMPS have sufficient representation at the
GCRP however should it become apparent
over time that this is not the case the
representation at the Grid Code Review
Panel could be reviewed.

Proposed Connection Condition CC.3.4
The respondent queried whether the
proposed CC.3.4 should only refer to
‘Embedded Medium Power Stations not
subject to a Bilateral Agreement”, rather than
its current form which refers to all Embedded
Medium Power Stations

National Grid view:

National Grid noted that the current Grid
Code requires all Large Power Stations and
Medium Power Stations to comply with the
technical requirements irrespective of the
wider framework. In the LEEMPS drafting
CC.3.4 reflects this requirement.

FURTHER RESPONSES

SP Transmission and Distribution Ltd

Interactions with the Regional Differences
Working Group

The respondent noted that there are
numerous interactions with the Regional
Differences Working Group and the CAP097
CUSC Amendment Proposal regarding the
energisation of Small and Medium Embedded
Power Stations. The respondent suggested
that the LEEMPS proposals should be
brought forward in tandem with the Grid Code
review of the definitions of Small, Medium
and Large Power Stations

National Grid View:

National Grid also notes the interactions
between the LEEMPS Proposals and the
Regional  Differences = Working  Group
discussions.  The likely outcome of the
Regional Differences Working Group is that a
proposal will be take forward recommending
the elimination of the Medium Power Station
category in Scotland which would have a
significant interaction with any
implementation of the LEEMPS proposals in
Scotland. National Grid believes that either
the LEEMPS Proposals or the likely Small,
Medium and Large Proposals could be
implemented in isolation. However the
Authority may wish to approve the LEEMPS
proposals relating to the DNO obligations at
the same time as any decision relating to
Power Station size thresholds under the
Regional Differences recommendations.
(Although should the Authority choose the
proposals could be implemented in isolation.)

“CUSC Party” v “Bilateral Agreement”

The respondent suggested that the test for
whether an Embedded Medium Power
Station is to fulfil its Grid Code obligations
directly with National Grid be changed to
“‘owned by a CUSC Party” rather than the

National Grid View:

National Grid notes the respondent’s views
and considers both of the highlighted
potential consequences to the inappropriate.
National Grid is also still of the view that
CUSC 1.3.1 (b) compels all CUSC Parties to
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current drafting which uses “subject to a
Bilateral Agreement”. The respondent
suggested that the amendment was

necessary as there appear to be CUSC

Parties in its DNO area that do not appear to

have Bilateral Agreements in place for every

Embedded Medium Power Station that they

own. The respondent felt that continued use

of the test for a Power Station “subject to a

Bilateral Agreement” would lead to the

following issues:

e The DNO is unnecessarily placed into the
Grid Code relationship between NGET
and the generator. It is CUSC 6.3.1
which determines the requirement for
Grid Code compliance not the existence
or otherwise of a bilateral agreement

e  Should derogations be required for those
power stations, three parties would have
to seek derogations i.e. NGET, the DNO
and the generator.

have in place an appropriate Bilateral
Agreement for all of the CUSC Party’s
embedded power stations. With this in mind
National Grid considers the two statements
“Power Station subject to a Bilateral
Agreement” and “Power Station owned or
operated by a CUSC Party” to be equivalent.
Given therefore National Grid’s view that the
proposed change would not materially affect
the test for which Power Stations would be
captured via the DNO and which would not,
and given that the existing legal text has
been developed through the LEEMPS
working group and passed through the
industry consultation, National Grid does not
see the benefit of amending the legal text in
the manner proposed by the respondent.

RWE npower

OC5 — Compliance Statement

The respondent queried whether there was
an explicit need for a compliance statement
to be provided by LEEMPS at commissioning
given that there does not appear to be an
equivalent obligation on Power Stations that
are not LEEMPS.

National Grid View:

National Grid noted that for a CUSC Party,
initial compliance is established at
commissioning through a combination of
obligations in CUSC agreements e.g.
Construction Agreement and the Planning
Code and Connection Conditions in the Grid
Code.

During the drafting of the LEEMPS provisions
we recognised that the LEEMPS would not fit
within this framework. National Grid is
required to ensure compliance with the Grid
Code as such it was felt that the most
effective and appropriate way of meeting this
requirement would be to allow the User to
self certify compliance with the Grid Code.
National Grid would only ever become
involved subsequently and in accordance
with OC5 provisions.

OCS5 - Testing

The respondent queried why the trigger for
testing of LEEMPS proposed in OC5.8.1 and
CC.A.3.4 should be different to that applied to
a generating unit subject to an agreement
with NGET. We do not understand why
0C5.5.1.1(a) and possibly OC5.5.1.1(c)
would not or could not be made to apply to
LEEMPS, where a contractual agreement
does not exist, and would welcome your
consideration of this point.

The respondent also raised a general query
on OCS5 issues, stating that it would seem
that there may be perceived deficiencies in
the Grid Code applicable to Large Power
Stations that NGET may seek to address via

National Grid view:

National Grid noted that the requirements of
0C5.8.1 and CC.A.3.4 together seek to
provide confirmation of the compliance in the
absence of a CUSC relationship. It is this
difference in the background contractual
relationship that drives the need for different
treatment of LEEMPS. Therefore as you
noted the exact requirements of OC5.8.1 are
slightly different to OC5.1.1. However, we
have sought to minimise the differences
whilst providing a level of confidence
commensurate with that provide through
CUSC and Grid Code framework.

On the second point regarding wider OC5
issues, National Grid do not believe that there
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the bilateral agreement. If this is the case, we
do not believe that this then provides
adequate justification for requiring LEEMPS
to comply with these requirements (which do
not appear to be captured by CUSC 3.2 or
the Exhibits to the CUSC) via the Grid Code.
It would be our suggestion that a Grid Code
change proposal be considered to clarify
these requirements with respect to
transmission connected power stations and
LEEMPS.

is perceived inconsistency that needs to be
addressed through the LEEMPS consultation
process. However through the Grid Code
Review Panel we are happy for you to bring
forward discussions on any wider deficiencies
in OC5 related to all plant.

Provision of Frequency Response
Capability

The respondent queried again the obligation
placed upon LEEMPS to provide a frequency
response capability with no corresponding
obligation to provide a frequency response
service. The respondent also noted that
there were in their opinion potential
complexities regarding the development of a
frequency response service for LEEMPS.
These were principally that the LEEMPS was
likely to be SVA registered meaning the
developing a contract form would be
potentially difficult, and the fact that the
relatively small size of the generation may
preclude the utilization of any such service by
National Grid. Overall then the respondent
believed that the obligation to have a
frequency response capability would lead to
nothing other than the construction of
stranded assets.

National Grid view:

National Grid noted that on the wider issue of
the provision of full Frequency Response
Capability, National Grid believes that there is
an enduring requirement to ensure that
Medium Power Stations do have this
capability. As noted in our initial reply the risk
of stranded assets is consistent with directly
connected power stations. We do not believe
this represents discrimination indeed to relax
the requirements would be discriminatory.
Further to this, as the number of Medium
Power Stations increases there is likely to be
greater commercial need for the response to
be provided.

Provision of Reactive Power

Since the submission of the respondent’s
previous comments, it has come to light that
there may be issues with respect to LEEMPS
compliance with CC6.3.2(a). It is possible
that, under certain connection arrangements,
the DNO network may not be able to accept
the full range of required reactive capability
and therefore the LEEMPS may not be able
to comply with CC6.3.2(a). Furthermore,
given the proposal under CC8.1 that
LEEMPS are not required to provide
frequency response as an obligatory service,
the provision of this reactive capability that
may never be utilised would represent a
significant stranded assets. It is therefore be
proposed that LEEMPS be relieved of the
requirement to comply with CC6.3.2(a) and it
be left for the reactive capability be specified
by the DNO under the terms of the
connection agreement.

National Grid view:

National Grid agree that where the DNO has
a restriction on its network for the generation
to export Reactive Power, National Grid,
DNO and the generator would need to work
together to resolve the situation. As you
have not provided information on the
particular instance you refer to, we cannot
provide comment. However we would agree
it should be dealt with on an individual basis.

We do not believe that Grid Code
requirements are inconsistent with the
Distribution Code requirements in this area
and therefore would not result in significant
stranded assets. We note that requirement
of the Distribution Code and Engineering
Recommendation 81 requiring a common
standard for Medium Power Stations.
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D. IMPLEMENTATION AND TRANSITIONAL ISSUES - DEROGATIONS:

22. One of the key implementation issues associated with the LEEMPS proposals is
the transition to the new arrangements for existing Licence Exempt Embedded
Medium Power Stations across Great Britain. Different issues are relevant
depending on whether the existing Power Stations are in England and Wales or
Scotland.

England and Wales

23. Licence Exempt Embedded Medium Power Stations in England and Wales are
subject to the existing LEGA based arrangements. A number of these Power
Stations are currently the subject of temporary derogations against certain
clauses of the Grid Code. These derogations have been sought by National Grid
predominantly either because the contractual framework under which the Grid
Code is drafted does not apply to the Power Station with the LEGA or the Power
Station was unable to fulfil the technical obligations within the Grid Code at the
time of commissioning.

24. There are two significant factors that may now mean that the majority of these
temporary derogations will no longer be required and thus upon their expiry they
will not need to be renewed. The first is the approval by the Authority of the Grid
Code changes put forward in consultation H/04 “Generic Provisions”. These
changes amended the Grid Code technical obligations such that they could be
more appropriately applied to Power Park Modules. As a result the need for a
number of the temporary derogations for the existing LEEMPS is mitigated by
these changes. The second factor is the LEEMPS proposals themselves. A
number of the temporary derogations granted in respect of the Power Stations
that are subject to LEGAs are related to procedural matters under the Grid Code
(e.g. OCS5 testing procedures). Given that the procedures contained within the
Grid Code for matters relating to LEEMPS have been changed through the
LEEMPS proposals again it is anticipated that the existing temporary derogations
will be able to lapse without further action being required.

25. Although the maijority of the temporary derogations granted have either been
mitigated through the Authority approval of H/04 or will be mitigated by any
Authority approval of the LEEMPS proposals, there may be a small number of
existing Medium Power Stations that may not be able to meet the current Grid
Code obligations (that is the obligations post any approval of the LEEMPS
proposals). In such cases it will be necessary for National Grid and the host DNO
to apply for such derogations upon any implementation of the LEEMPS proposals
and before the expiry of GC.15 which would allow the temporary disapplication of
the relevant parts of the Grid Code. National Grid would be well placed to quickly
identify the non-compliances as they are already established through the existing
derogations, and as a result this process is expected to be achievable within the
available timescales.

Scotland

26. In Scotland the issues associated with implementation are different. Currently
Licence Exempt Embedded Medium Power Stations in Scotland are all of a
capacity less than 50MW and they all connected within the Distribution System of
SP Distribution. As they have not had the historic need to apply to the DTI for a
Generation Licence Exemption Order there has been no means through which
they have historically been compelled to enter into an LEGA with National Grid.

27. Through discussions with SP Distribution, National Grid has been able to
establish that there are a total of 19 Licence Exempt Embedded Medium Power
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28.

29.

30.

E.

Stations connected to SP Distribution’s Distribution System.

The Scottish Grid Code was structured such that its terms applied to all Power
Stations in Scotland regardless of size. Connection Condition 1.6 did however
allow certain provisions to be amended dependent on the “inherent operational
characteristics” of the Power Station. National Grid understands that in general
for Power Stations below 30MW in SP Transmission’s Area the Scottish Grid
Code was not stringently supplied. It is likely therefore that derogations will be
required against the LEEMPS provisions for each of the Licence Exempt
Embedded Medium Power Stations in Scotland.

In terms of establishing the requirement for derogations, a number of factors
need to be taken into account. Should the LEEMPS proposals be implemented
then General Condition 15 can be utilised until 31 March 2007 to disapply the
relevant LEEMPS elements of the Planning Code and Connection Conditions.
Then through this period National Grid would anticipate working with the host
DNO and the affected generators in order to establish the relevant levels of non-
compliance and seek to apply for the relevant derogations.

This procedure also has to be viewed against the output of the GCRP Working
Group, the Regional Differences Working Group.

INTERACTIONS WITH THE REGIONAL DIFFERENCES WORKING

31.

32.

33.

34.

GROUP

The Regional Differences Working Group (RDWG) has been tasked to establish
whether the existing Regional Differences in the differing definitions of Small,
Medium and Large Power Stations can be minimised or even eliminated. The
Working Group has recommended in its report to the GCRP that changes to the
existing definitions of Small Medium and Large Power Stations be amended to
the following:

Area Small Medium Large
>50MW,
NGET <50MW <100MW >100MW
SPT <30MW - >30MW
SHETL <10MW - >10MW

National Grid currently intends to undertake a consultation with Authorised
Electricity Operators to amend the Grid Code in line with the above proposals
following the February Grid Code Review Panel Meeting.

The proposal above, if approved by the Authority, would see the removal of the
Medium Power Station band that currently exists on SPT’s licensed area. There
is then a clear interaction between the RDWG recommendations and the
LEEMPS proposals in SPT’s area. National Grid would note that both sets of
proposals could be implemented separately, however should the LEEMPS
proposals be approved by the Authority and then the RDWG recommendations
also be approved at some point after the LEEMPS proposals then there may be
the potential for inefficiencies to be introduced into the LEEMPS implementation
programme. These inefficiencies would be caused by the “temporary” application
of the LEEMPS proposals to Embedded Medium Power Stations in SPT’s area in
the intervening period. To avoid the potential for these inefficiencies therefore the
Authority may wish to consider issuing their decisions on the LEEMPS proposals
and the RDWG recommendations at the same time.

For information the current anticipated timescales for the progression of the
RDWG recommendations as a formal Grid Code change are as follows:
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February 23", 2006 GCRP Meeting to discuss RDWG recommendations

March 2006 Consultation Issued on RDWG proposals

April 2006 Consultation on RDWG recommendations closes

May 2006 Report to the Authority upon the RDWG
recommendations

F. LEGAL TEXT AND RECOMMENDATIONS

35.

36.

37.

The use of sideline marking in the proposed change in Appendix A indicates
where the proposed text differs from that in the original consultation. In summary
minor changes have been made to PC.3.2 (c) and PC.4.1 (b) in response to the
detailed drafting comments provided by SP Transmission & Distribution.

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 revisions we reasonably think fit for the achievement of the
objectives referred to in sub-paragraph (b) of paragraph 1 of Condition 14 of the
Transmission Licence.

Given the logistic exercise of organising replacement pages to reflect the
changes required by your letter of approval, We would be grateful if you would
contact us 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

Mark Duffield
National Grid

3" February 2005
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