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

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

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

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

2. National Grid has just completed a review of the Grid Code. This review
relates to the development of the existing Maximum Generation Service
(MGS) via CUSC Amendment Proposal 071 (CAP071) and seeks to build
upon the changes implemented as part of Grid Code consultation J/03
and B/04.   Attached as Appendix A are the proposed revisions to the
current Grid Code Glossary and Definitions, Balancing Code 2 (BC2) and
Operating Code 7 (OC7) (shown in typed form with the deletions crossed
through and additions double underlined).

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

4. National Grid, in accordance with its obligations under its Transmission
Licence, consulted those authorised electricity operators listed in
Appendix C by circulating to them Consultation Paper F/04, which was
dated 28th May 2004 and which contained the proposed amendments to
the Grid Code.  A copy of Consultation Paper F/04 is attached to this
Report as Appendix D.  National Grid also placed a copy of the
Consultation Paper on its website to ensure its wide availability.

5. Comments were invited from all such authorised electricity operators by
5th July 2004.  National Grid has received responses from 5 authorised
electricity operators. The responses are discussed more fully in Section 7
below.  However as a result of the responses minor changes to the
original proposals have been identified and these are indicated in the
Appendix A by a vertical line in the right hand margin.

6. The proposed revisions to the Grid Code are, as indicated above, set out
in Appendix A to this Report.  By way of summary, the proposed changes
are described below :-
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Background

6.1 The Grid Code changes proposed under Consultation Paper F/04
have arisen as a result of CUSC Amendment Proposal 071:
“Development of a Maximum Generation Service”.

6.2 The CAP071 Amendment Proposal consists of 5 main elements:

� MGS is defined as the additional output offered over and above
the normal commercial operating range of a BM Unit as defined by
Registered Capacity (RC);

� MGS would continue only as an Emergency Service and be
utilised in accordance with the CUSC;

� Reasonable endeavours approach to delivery at a point where the
BM Unit is operating at a level equal to MEL;

� In order to avoid the potential for discrimination and manipulation,
payment for delivery where the MEL of a BM Unit was operating at
a level equal to its RC would be guaranteed in full.  If a BM Unit
was operating at a MEL less than RC, the BM unit would be
guaranteed payment for the lower of the volume delivered or X%
of RC.  ‘X’ was not defined as part of the Amendment Proposal.
Payment for delivery over and above X% would be subject to an
appeals mechanism; and

� Full transparency of the service would be available, with
publication of prices and volumes on an ex ante and ex post basis.

6.3 A number of consequential changes to the Grid Code (along with
other industry documents the Transmission Licence Special Condition
AA4 Licence Statements) have been identified. Consultation on all
changes to industry documents associated with CAP071 have been
carried out in parallel.

The Proposed Changes

6.4 The changes proposed as part of CAP071 and this consultation F/04
are in addition to the changes already implemented as part of the J/03
and B/04 Consultations.

6.5 It is proposed that the definition of Maximum Generation Service in the
Glossary and Definitions should be amended to reflect that the service
would now be utilised in accordance with the CUSC instead of the
Maximum Generation Service Agreement.  There is no proposal to
explicitly define Maximum Generation as this is contained within the
CUSC.  As a result of a comment made by one Respondent to the
associated Licence Condition AA4 Documents consultation, the
proposed definition of Maximum Generation Service has been
amended to delete the word ‘under’ from the definition.

6.6 Two consequential changes are proposed to BC2.9.  The first change
is to BC2.9.1.2(e), which clarifies that an instruction to generate
outside of normal parameters is underpinned by Section 4 of the
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CUSC going forward rather than the Maximum Generation Service
Agreement.  The second change seeks to align the payment reference
contained within BC2.9.2.4 with the inclusion of generic payment
methodology within the CUSC.  Currently BC2.9.2.4 refers to the
Maximum Generation Service Agreement.

6.7 It is also proposed that OC7.4.8.5 “NGC System Warning –
Inadequate System Margin” should be amended to clarify the need for
some form of warning that the Maximum Generation Service maybe
utilised over forthcoming Settlement Periods.

6.8 As part of the standard warning issued at times of Inadequate System
Margin, it is proposed that notification that the Maximum Generation
Service may be instructed would also be provided as part of the
intended consequences for users.

6.9 For the avoidance of doubt, it is proposed that an Emergency
Instruction for Maximum Generation Service may be issued in the
absence of a NGC System Warning – Inadequate System Margin.

7. Consultation Responses.

7.1 As indicated above National Grid received responses from five
Authorised Electricity Operators.  These responses along with
National Grid’s replies are included as Appendix B.

7.2 Two respondents (Magnox and EDF) were supportive of the proposed
Grid Code changes.

7.3 One respondent (SSE) was broadly supportive of the changes
required to introduce Maximum Generation Service outlined in CUSC
Amendment CAP071.  SSE provided a copy of their response to the
CAP071 amendment as evidence of this support. Their response
included comments on the proposed changes which were addressed
under the CAP071 process.

7.4 One respondent (RWE) was unable to support the proposed Grid
Code changes.  RWE felt that given the potentially adverse impact of
NGC’s actions on Users the Grid Code should provide guidance and
transparency on the actions NGC might take in an Emergency
situation.  They felt strongly that the proposed text of BC2.9.2.2 should
be amended to indicate that Maximum Generation Service would only
be called for providing that all valid Bid-Offer Acceptances and
Emergency Instructions had been issued.  Further Maximum
Generation Service should be utilised  before Emergency Instructions
were issued in respect of Demand Reduction (Note the full proposed
text is included in RWE’s response included under Appendix B).
National Grid’s view is that the intent of RWE’s suggested text is
included in the Balancing Principles Statement given that this is the
document that is concerned with how National Grid utilises balancing
services.  National Grid felt that to include such wording in the Grid
Code as well would be inconsistent and could lead to confusion.

7.5 RWE also felt that the specifications for electronic communications
(which come under the governance of the Grid Code) should be
amended to include the details of the instruction set that would be
used to issue Maximum Generation Service instruction.  National Grid
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believes that as there would be a range of communications
mechanisms employed to instruct MGS then this should be included in
specific bilateral MGS agreements agreed with service providers.
RWE felt that this approach was not transparent and different to the
treatment of other instructions issued electronically.

7.6 Finally one respondent (E.ON UK, formerly PowerGen) stated that
they believed the proposed Grid Code changes would suffice although
they also felt that the changes could be improved by amending the
proposed wording of BC2.9.2.2.  E.ON felt that the Grid Code text
could be enhanced by the addition of the words suggested by RWE
(7.5 above) which specified how the use of Maximum Generation
Service interacted with other actions such as voltage and demand
reductions.  E.ON further felt that precedence for the inclusion of such
text already existed with the wording of BC2.9.4.2 which they felt
described how National Grid differentiated between BM units in the
event that similar bid-offer data was provided.  National Grid explained
the view presented to RWE on this issue.  Further National Grid did
not believe that the text of BC2.9.4.2 did include a precedent as this
Grid Code clause was concerned with how National Grid would use
technical parameters to establish which balancing service to use
rather than how the balancing service itself would be used.  E.ON
wished for their views to be represented in this Report to the Authority.

7.7 As indicated above the responses received and National Grid’s replies
are included in Appendix B.

8. 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 7 of
the Transmission Licence.  In view of this, National Grid would be grateful if,
in the event that CAP 071 is approved, the Authority would approve the
consequential revisions to the Grid Code pursuant to paragraph 3 of
Condition 7 of the Transmission Licence.  The Authority is requested to note
that in the event that the proposed changes related to Maximum Generation
Service are approved, it would be beneficial if such changes were
implemented in time for Winter 2004/05

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

SIGNED BY

2nd August  2004



Appendix A :  Proposed consequential Grid Changes as a result of CAP071

Extract from the Glossary and Definitions

Maximum
Generation
Service
(MGS)

A service utilised by NGC in accordance with the CUSC and under
the Balancing Principles Statement in operating the Total
System.

Extract from Balancing Code 2

BC2.9  EMERGENCY CIRCUMSTACES
…….

BC2.9.2 Implementation of Emergency Instructions

….

BC2.9.2.4 In the case of BC2.9.1.2(e) (ii) where NGC issues an Emergency
Instruction pursuant to under a Maximum Generation Service
Agreement payment will be dealt with in accordance with the CUSC
and the under the Maximum Generation Service Agreement

….

BC2.9.3 Examples of Emergency Instructions
….

BC2.9.3.2 In the case of a Generator, Emergency Instructions may include:

(a) an instruction to trip one or more Gensets; or

(b) an instruction to trip Mills or to Part Load a Generating Unit; or

(c) an instruction to Part Load a CCGT Module; or

(d) an instruction for the operation of CCGT Units within a CCGT
Module (on the basis of the information contained within the
CCGT Module Matrix) when emergency circumstances prevail
(as determined by NGC in NGC's reasonable opinion); or

(e) an instruction to generate outside normal parameters, as allowed
for in 4.2 of the CUSC.a Maximum Generation Service
Agreement.



Extract from OC7 – Operational Liaison

OC7.4.8   NGC System Warnings

….

OC7.4.8.5 NGC System Warning – Inadequate System Margin

A NGC System Warning – Inadequate System Margin may be
issued to Users in accordance with OC7.4.8.2 at times when there is
inadequate System Margin as determined under BC1.5.4.  It will
contain the following information:

(i) the period for which the warning is applicable; and
(ii) the availability shortfall in MW; and
(iii) intended consequences for Users,  including notification that

Maximum Generation Service may be instructed.


