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1.0 SUMMARY AND RECOMMENDATIONS

Executive summary

1.1 CAP143 Interim Transmission Entry Capacity (ITEC) was proposed by
Scottish & Southern Energy (SSE) Generation Limited and submitted to the
Amendments Panel for their consideration on 15" December 2006.

1.2 CAP143 seeks to introduce a new transmission access product in the form of
ITEC which is intended to allow generation, that meets a number of eligibility
criteria, to connect to the transmission system with access restrictions in
advance of the completion of the wider transmission system reinforcement
works required.

1.3 After assessment by a Working Group, the Original Proposal and one
Working Group Alternative Amendment (Alternative) were recommended for
wider consultation.

14 The Working Group Alternative was developed by the Working Group on the
assumption that the calculation of X (hours) on a generator specific basis was
likely to lead to a more efficient allocation of access than the provision of a
single value in the CUSC which would be applicable to all generators as
proposed in the Original Amendment. In addition, the Alternative Amendment
fully considered the ITEC application and allocation process on which the
Original was silent.

15 Following the consultation period by National Grid, two Consultation
Alternative Amendments were raised, by First Hydro Company and SSE
respectively.

1.6 Consultation Alternative Amendment 1 (CAA1) was proposed by First Hydro
Company based on the Working Group Alternative Amendment, with further
obligations placed in the CUSC regarding the curtailment of ITEC by National
Grid ahead of any other Balancing Mechanism action where timescales and
contractual terms allow, in order to ensure that the ITEC product is always
used as envisaged.

1.7 Additionally, in the interests of providing further transparency, First Hydro
Company proposed that further obligations should be placed in the CUSC
regarding the provision of information of ITEC contracts and following this, the
subsequent provision of information relating to the notification of Operational
Hours Restrictions by National Grid.

1.8 Consultation Alternative Amendment 2 (CAA2) was proposed by SSE based
on the Working Group Alternative Amendment, with further amendments to
improve the transparency and effectiveness of ITEC.

National Grid recommendation

1.9 National Grid considers that none of the CAP143 modifications better
facilitate the Applicable CUSC Obijectives, on the grounds that each represent
a high risk of increased BSUo0S costs as a result of the inability of the System
Operator (SO) to completely mitigate the risk of additional constraint costs
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1.10

2.0

2.1

2.2

2.3

2.4

2.6

3.0

3.1

3.2

resulting from ITEC. These increased costs will be borne by all Users rather
than those causing them, i.e. holders of ITEC. National Grid therefore
recommends that CAP143 should not be implemented on the basis that such
an increase in costs will result in less efficient operation of the GB
transmission system.

Amendment Panel recommendation

PURPOSE AND INTRODUCTION

This Amendment Report has been prepared and issued by National Grid
under the rules and procedures specified in the Connection and Use of
System Code (CUSC) as designated by the Secretary of State.

Further to the submission of Amendment Proposal CAP143 (see Annex 2)
and the subsequent wider industry consultation that was undertaken by
National Grid, this document is addressed and furnished to the Gas and
Electricity Markets Authority (“the Authority”) in order to assist them in their
decision whether to implement Amendment Proposal CAP143.

CAP143 was proposed by SSE Generation Limited and submitted to the
CUSC Amendment Panel for consideration at their meeting on 15" December
2006. The CAP143 Working Group Report was submitted to the CUSC panel
meeting on 27" April 2007. Following evaluation by the Working Group, the
Amendments Panel determined that the issue should proceed to wider
industry consultation by National Grid.

This document outlines the nature of the CUSC changes that are proposed.
It incorporates National Grid’s recommendations to the Authority concerning
the Amendment. Copies of all representations received in response to the
consultation have been included (see Annex 3) and a ‘summary’ of the
representations received is provided in Section 11 of this document. Detailed
views expressed by respondents at the consultation stage, along with
National Grid’'s response to these detailed views are included as Annex 5.

This Amendment Report has been prepared in accordance with the terms of
the CUSC. An electronic copy can be found on the National Grid website, at
www.nationalgrid.com/uk/Electricity/Codes/.

PROPOSED AMENDMENT

This Section describes the concept and process associated with the Original
Proposal and is based on the Amendment Proposal form contained in Annex
2. During Working Group discussions, a number of areas were clarified and
this Section reflects these discussions.

The proposed amendment suggested a fixed number of hours of access
restriction which would be placed in the CUSC and apply to all holders of the
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3.3

3.4

3.5

3.6

3.7

3.8

product. The Working Group agreed that this would lead to an access
restriction that was not efficient and therefore an alternative to the Original
Amendment proposal was developed that would better meet the applicable
objectives. These changes are recorded as Working Group Alternative
Amendment in Section 4.

Summary

The intention of ITEC is to allow generation that meets a number of pre-
defined conditions to connect to the transmission system with restricted
access rights in advance of the completion of all necessary transmission
system reinforcements.

From a project developer’'s point of view, ITEC has advantages over other
short-term products or short-term trading because it offers certainty over the
number of hours of access available in any year and allows projects to be
financed.

The Working Group contrasted ITEC with the other short-term access
products that are currently available to Users. Applications for Short-Term
TEC (STTEC) and Limited Duration TEC (LDTEC) are subject to a within year
assessment against the operational criteria contained in the GB Security and
Quality of Supply Standard (SQSS). STTEC and LDTEC are released by the
SO when doing so does not introduce new or exacerbate existing constraints.
Once released, STTEC and LDTEC provide the holder with the same rights
as holders of Transmission Entry Capacity (TEC). These products are
effectively designed to release any spare capacity available in operational
timescales. The Working Group agreed that the release of ITEC would mean
that there would be less STTEC and LDTEC available.

Background

National Grid and the other Transmission Owners (TOs) consider applications
for TEC against the planning criteria set out in the SQSS. The planning
criteria include:
Deterministic rules, which allow the minimum transmission capacity
required to be established; and
Economic criteria, which allow design to a higher standard provided this
can be economically justified.
Where the assessment of a TEC application against the SQSS planning
criteria identifies a requirement for reinforcement of the transmission system,
the connection is made contingent on the prior completion of these
reinforcements.

Once granted by the SO, TEC provides the holder with a contractual right to
export up to a defined level of MW at any time. If the SO is unable to honour
this right, compensation is payable to the holder. In the case of an interruption
caused solely as a result of the de-energisation of plant and apparatus
forming part of the transmission system (excluding allowed interruptions), this
compensation is as described in Section 5.10 of the CUSC, whereas for all
other transmission constraints, Balancing Services are used.

The cost of resolving transmission constraints forms part of the Balancing
Services Incentive Scheme (BSIS) which incentivises the SO to minimise

Date of Issue: 24™ August 2007 Page 6 of 98



Amendment Report

Issue v0.2 Amendment Ref: CAP143

3.9

3.10

3.11

3.12

3.13

3.14

these costs. All transmission system Users pay for the cost of this activity and
for any incentivised payment/receipts through non-locational Balancing
Services Use of System (BSUo0S) charges.

Concept

The assumption behind ITEC is that the SQSS planning criteria assessment
which has led to a requirement for wider transmission system reinforcements
is based on system conditions at certain times (e.g. at peak demand). If this
were the case, then access would be available at other times of the year and
ITEC is designed to allow certain Users to take advantage of this access.

In order to avoid an impact on other Users, ITEC has been designed such that
the holder is not able to generate or receive compensation during certain
times (e.g. at peak demand). For the remainder of the year, holders of ITEC
have the same rights and obligations as holders of TEC, thus facilitating
earlier connection to the transmission system for certain projects that are
conditional on the completion of wider transmission reinforcements.

The Working Group agreed that outside the period that access restrictions
apply, the ITEC holder’s rights include rights to compensation as described in
Section 5.10 of the CUSC for an interruption caused solely as a result of de-
energisation of plant and apparatus forming part of the transmission system
(excluding allowed interruptions) or Balancing Services for all other
transmission constraints. The Working Group also agreed that the ITEC
holder’s obligations would include a requirement to pay Transmission Network
Use of System (TNUoS) charges and Balancing System Use of System
charges (BSUo0S) and to be fully compliant with the Grid Code.

The use of ITEC will be limited to Users that meet a number of pre-defined
conditions. These limitations have been included to restrict the uptake of
ITEC in order to avoid an adverse impact on other transmission system Users.

The SO is provided with certainty regarding the duration of ITEC, since from
the time of allocation it continues to be available to the User until the
Completion Date, when it is replaced by TEC.

Definition

ITEC will be available on request to Users that meet the following conditions:

- User has a Bilateral Agreement (Bilateral Connection Agreement [BCA] or
Bilateral Embedded Generation Agreement [BEGA]) with National Grid;
The TEC specified in the bilateral agreement is contingent on the
completion of a number of transmission system reinforcements, for which
all of the necessary statutory consents (i.e. consent under the Town and
Country Planning Acts and/or any consent needed under Section 37 of the
Electricity Act 1989) have been granted; and
User has all necessary statutory consents (i.e. consent under the Town
and Country Planning Acts and/or any consents needed under Section 36
of the Electricity Act 1989) for the power station.

Once the conditions listed above have been met, ITEC will continue to be

available to the holder until such time as the holder receives TEC.
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3.15

3.16

3.17

3.18

3.19

3.20

3.21

3.22

3.23

The Working Group questioned the treatment of examples in which projects
had been ‘clustered’ such that one or more of the transmission reinforcements
listed in the Construction Agreement are not required to allow the User to
connect to and use the transmission system. The Working Group noted that
since all reinforcements listed in the Construction Agreement require consents
prior to the use of ITEC, the release of ITEC to these projects may be later
than necessary.

ITEC provides the holder with a contractual right to export up to a defined

level of MW on the following basis:

- The defined level of ITEC is less than or equal to the level of TEC (in MW)
contained in the bilateral agreement; and
The SO is able to request that the generation output is reduced (potentially
to zero) with no compensation payable for a fixed number of hours (X) per
year. The Original Amendment assumed that a fixed value of X would be
inserted into the CUSC and would apply to all holders of ITEC.

The Working Group questioned the treatment of staged applications for TEC
and agreed that the level of ITEC should be less than or equal to the
incremental TEC (in MW) that is contingent on a particular set of
reinforcements. The Working Group also agreed that the level of TEC +
STTEC + LDTEC + ITEC held by a power station must not exceed the power
station Connection Entry Capacity (CEC).

The Working Group agreed that ITEC could not be traded.
Process

The applications received for ITEC are processed by the SO on a ‘first-come-
first-served’ basis. Where an assessment against the SQSS planning criteria
leads to a requirement for transmission system reinforcements, these
reinforcements are listed in an Appendix to the Construction Agreement and
the Completion Date is delayed until the completion of the reinforcements.

When the transmission reinforcement works required to facilitate the
connection of a User are complete and the transmission reinforcement works
required for wider system reasons have received the necessary statutory
consents, ITEC is available to the User on request. The amendment proposal
was silent on the need for the SO and relevant TOs to revisit all valid
construction agreements and differentiate those transmission reinforcement
works which are required to facilitate a connection to the transmission system
from those that are required for wider system reasons.

The Original Amendment assumed that the SO would perform an assessment
against the operational criteria contained in the SQSS to determine a fixed
value of X that would be inserted into the CUSC and apply to all holders of
ITEC.

The Original Amendment was silent on how the SO could exercise its rights to
reduce the output of a power station with ITEC without compensation.

The Original Amendment was silent on how and in what timescales the SO
would exercise its right to restrict the generator output.
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4.0 ALTERNATIVE AMENDMENTS

Working Group Alternative

4.1 The differences between the Original Amendment proposal and the
Alternative developed by the Working Group are summarised in the table
below.

Working Group Alternative
Amendment

Original Amendment

Fixed value applied to all
holders of ITEC regardless of | Project specific value.
location, inserted into CUSC.

Definition of access
restriction X hours

Those works required to allow
the ITEC holder to be fully
compliant with the requirements
Definition of Local Not specified of the Grid Code and generate
Construction Works P ) up to the full value of ITEC for
one hour in a year under
reasonably foreseen
circumstances.

Allocation process for ITEC
required.

ITEC (MW) less than or equal
to TEC.

X calculated and offered based
on those that express an
interest during a particular
application window.
Assessments to take place
annually in May or June.

X recalculated based on those
that accept.

ITEC (MW) less than or equal
Allocation of ITEC to TEC released on request
when eligibility criteria are met.

Achieving access ITEC holder required to
restriction without Not specified. resubmit Maximum Export Limit
compensation of OMW.

X hours used in settlement
period (half hour) blocks.
Access restriction always to
OMW.

Curtailment of access notified
Not specified. at least 4 hours ahead of real
time.

User must be at OMW for start
of settlement period (may need
to start output reduction in
advance due to plant dynamics)

Utilisation of X by
System Operator
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Treated as a breach of TEC
(breach of CUSC).
Arrangements in place to
recover costs if  bid/offer
acceptance is subsequently
used.

Dealing with breach

of access restriction Not specified.

Final Sums Liability remains
Not specified. until User starts to use ITEC.
User then pays ITEC charges.

ITEC and Final Sums
Liability

ITEC (MW) available prior to a
particular increase in TEC
limited to the level of the
particular TEC increase (MW)

Treatment of staged

TEC agreements Not specified.

Treatment of delays
to distribution User's risk.

reinforcement works Not specified. User is required to pay ITEC
(for BEGAS) or Local charge but unable to use it.
Construction Works

Consultation Alternative Amendment 1 - Curtailment of ITEC and
provision of information

4.2 Consultation Alternative Amendment 1 (CAA1) was proposed by First Hydro
Company based on the Working Group Alternative Amendment, with further
obligations placed in the CUSC regarding the curtailment of ITEC by National
Grid ahead of any other Balancing Mechanism action where timescales and
contractual terms allow, in order to ensure that the ITEC product is always
used as envisaged.

4.3 On balance, First Hydro supported the Working Group Alternative
Amendment, believing that National Grid will be cautious in its approach to
the calculation of X, therefore leading to only a modest increase in BSUoS
costs. Concern was expressed however, that as drafted it was not clear that
National Grid should constrain down ITEC plant ahead of other plant behind a
constraint and that there will be little market information available concerning
the operation of an ITEC contract, hence the Alternative.

4.4  Additionally, in the interests of providing further transparency, First Hydro
Company proposed that further obligations should be placed in the CUSC
regarding the provision of information of ITEC contracts and following this, the
subsequent provision of information relating to the notification of Operational
Hours Restrictions by National Grid.

Consultation Alternative Amendment 2 - Application and offer process
4.5 Consultation Alternative Amendment 2 (CAA2) was proposed by SSE based

on the Working Group Alternative Amendment, with further amendments to
improve the transparency and effectiveness of ITEC.
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4.6  As the proposer of the Original Amendment, SSE believe that in principle,
CAP143 will better facilitate the objectives of the CUSC to optimise the
efficient use of the transmission system and enhance competition in
generation by bringing forward access to the network for renewable
generators. SSE had a number of concerns with the proposal as set out in
the Consultation paper however, and did not support the implementation of
either of the Original or Alternative proposals.

4.7 In order to give effect to CAA2, SSE proposed some amendments to the
proposed redrafting of the CUSC provided in Annex 2 of the Consultation
document.

4.8 SSE proposed amendments to clause 6.35 and in particular, that 6.35.2.2 is
deleted as it may contradict the decision to allow a User to apply for staged
ITEC. SSE also proposed the introduction of 5 further clauses which are
included in Annex 1, Part C of this document.

4.9 Additionally, amendments were proposed to Schedule 2 — Exhibit 1 of the
CUSC Bilateral Connection Agreement (BCA): clauses 11.7 and 11.8 were
deleted and replaced to provide National Grid with additional rights and
remedies over and above those already provided for in Section 5 of the
CUSC. SSE believed that these additional rights had not been the subject of
industry consultation and therefore did not believe that it was appropriate to
include such rights as part of the changes required to implement CAP143.

5.0 ASSESSMENT AGAINST APLICABLE CUSC OBJECTIVES

Original Amendment Proposal

5.1 The assessment against the applicable CUSC objectives for the Original
Amendment Proposal is identified below.

Efficient discharge of licence obligations / Effici ent & Economic

Promotes Demotes

use of the Less economic

Potentially makes better
available transmission network capacity
by providing a new access product which
enables accelerated (and therefore
additional) capacity rights to new
generators.

May allow National Grid to further

optimise the use of the transmission
system and reduce the TNUOS costs to
other generators.

operation of the
system since X is
avoid all additional

transmission
insufficient  to
constraints.

Increased BSUoS costs (e.g. additional
constraints which will arise as the result
of an insufficient value of X) which would
create a cross-subsidy between TNUoS
and BSUoS.

Inefficient assessment of X due to
mechanistic rules which do not reflect
time or location. The value of X may
therefore prove to be unattractive to the
majority of potential Users of ITEC.

High administrative costs and increased
operational overheads for National Grid
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Facilitates Competition

Facilitates Frustrates

Provides the opportunity for greater | - High risk of increased BSUoS costs (e.g.
generation in the market which would be additional constraints which may arise
expected to promote competition in the as the result of an insufficient value of X)
energy market and balancing which would create a cross-subsidy
mechanism. between TNUo0S and BSUoS.

Provides a route to market. . Since additional constraint costs are not
targeted at those that cause them, this
could be seen as subsidised entry which
is detrimental to competition.

Short notice instructions to reduce
output give limited opportunity to trade

out of contractual position and therefore
increase the risk of System Buy Price as
the main price which would impact on all
Users.

Inefficient assessment of X due to
mechanistic rules which do not reflect
time or location. The value of X may
therefore prove to be unattractive to the
majority of potential Users of ITEC.
Some opportunities for existing short-
term access products in future years
could be removed. Allocation of ITEC
on request may undermine other
products such as LDTEC and STTEC.

Date of Issue: 24™ August 2007 Page 12 of 98



Issue v0.2

Amendment Report
Amendment Ref: CAP143

52

Working Group Alternative Amendment

The Working Group recommended by a majority that the Alternative better
facilitated the Applicable CUSC Obijectives than the Original Proposal. The
assessment against the applicable CUSC objectives for the Working Group
Alternative Amendment Proposal is identified below.

Efficient discharge of licence obligations / Effici ent & Economic

Promotes

Demotes

Potentially makes better use of the
available transmission network capacity
by providing a new access product which
enables accelerated (and therefore
additional) capacity rights to new
generators.

May allow National Grid to further

optimise the use of the transmission
system and reduce the TNUoS costs to
other generators.

Facilitates Competition

Facilitates

Less economic operation of
transmission system since X
insufficient to avoid all additional
constraints.

Increased BSUoS costs (e.g. additional
constraints which will arise as the result
of an insufficient value of X) which would
create a cross-subsidy between TNUo0S
and BSUoS.

Risk of inefficient value of X remains
due to the difficulty associated with
forecasting constraint costs greater than
one year ahead.

High administrative costs and increased
operational overheads for National Grid
in managing constraints.

Frustrates

Provides the opportunity for greater
generation in the market which would be
expected to promote competition in the
energy market and balancing
mechanism.

Provides a route to market.

Transparent and optimised application
process resulting in a more efficient

assessment of X and a more useable
product.

High risk of increased BSUoS costs
(e.g. additional constraints which may
arise as the result of an insufficient
value of X) which would create a cross-
subsidy between TNUoS and BSUoS.

Since additional constraint costs are not
targeted at those that cause them, this
could be seen as subsidised entry which
is detrimental to competition.

Short notice instructions to reduce
output give limited opportunity to trade
out of contractual position and therefore
increase the risk of System Buy Price as
the main price which would impact on all
Users.

Risk of inefficient value of X remains
due to the difficulty associated with
forecasting constraint costs greater than
one year ahead.
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Consultation Alternative Amendment 1 - Curtailment of ITEC and
provision of information

5.3 As CAAl is essentially a modification to the Working Group Alternative
Amendment, National Grid considers that the Working Group assessment of
CAP143 against the Applicable CUSC Obijectives is applicable to CAAL.

Consultation Alternative Amendment 2 - Application and offer process

5.4  As CAA2 is also essentially a modification to the Working Group Alternative
Amendment, National Grid considers that the Working Group assessment of
CAP143 against the Applicable CUSC Objectives is again applicable to
CAA2.

6.0 PROPOSED IMPLEMENTATION

6.1 The Working Group recommended that CAP143 could be implemented 12
months after an Authority decision because of the time required to identify
Local Construction Works and Statutory Consents from all the transmission
reinforcements listed in all GB Construction Agreements.

6.2 In response to the consultation, SSE recommended that the identification of
Local Construction Works and Statutory Consents from all of the transmission
reinforcements listed in all GB Agreements should not be necessary prior to
the implementation of CAP143, allowing for the implementation date of
CAP143 to be brought forward and the benefits of ITEC to be realised at an
earlier date. This option was considered at length during the Working Group
discussions but was not considered as a viable alternative on the grounds
that this would be neither practical nor efficient and could lead to
discrimination when deciding in which order the Agreements should be
modified.

6.3 National Grid recommends that both Consultation Alternative Amendments
could be implemented in a similar timescale, namely 12 months after an
Authority decision because of the time required to identify Local Construction
Works and Statutory Consents from all the transmission reinforcements listed
in all GB Construction Agreements.

6.4 In accordance with 8.20.2 (g) the Amendments Panel determined that the
proposed implementation of CAP143 be #### after and Authority decision
because ######H#.(To be completed after the Amendments Panel meeting on 31% August 2007)

7.0 IMPACT ON THE CUSC

7.1 CAP143 requires amendments to Section 6, Section 11 and Schedule 2 —
Exhibits 1 and 3 of the CUSC. An additional CUSC Exhibit will be required in
the form of an ITEC request form.

7.2 The text required to give effect to the Original Amendment Proposal is
contained in Part A of Annex 1 of this document.
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7.3 The text required to give effect to the Working Group Alternative Amendment
is contained in Part B of Annex 1 of this document.

7.4 The text required to give effect to CAA2 is contained in Part C of Annex 1 of
this document.

8.0 IMPACT ON CUSC PARTIES

8.1 CAP143 and its Alternatives introduce a new transmission access product to
CUSC patrties in the form of ITEC. This new product will have an impact on
CUSC parties in the form of increased BSU0S costs resulting from the
inability of the SO to completely mitigate the risks of additional constraint
costs resulting from ITEC. These increased costs will be borne by all Users
rather than those causing them, i.e. holders of ITEC.

8.2 CAP143 and its Alternatives may have an impact on the existing transmission
access products of Short-Term TEC (STTEC) and Limited Duration TEC
(LDTEC). Applications for LDTEC and STTEC are subject to a within-year
assessment against the operational criteria contained in the SQSS and are
released by the SO when doing so does not introduce new or exacerbate
existing constraints.

8.3 The allocation of ITEC may have a negative impact on the availability of
STTEC and LDTEC as it is likely to reduce the available transmission
capacity in certain locations when included in the assessment against the
operational criteria. It is not possible to determine the extent of the impact at
this stage however, as this is very much dependent on the levels of
successful ITEC applications and their location in relation to that of potential
STTEC and LDTEC applicants.

9.0 IMPACT ON INDUSTRY DOCUMENTS

9.1 CAP143 and its Alternatives will have an impact on the Statement of the
Transmission Network Use of System Charging Methodology and the
Statement of Charges. National Grid have already discussed the issues
associated with CAP143 at the Transmission Charging Methodologies Forum
and will consult on the changes required should CAP143 be approved in due
course.

9.2 CAP143 and its Alternatives will have an impact upon the System Operator —
Transmission Owner Code (STC). The STC Committee have been informed
of the issues associated with CAP143. The STC Committee are currently
reviewing the impact of CAP143 on the STC to identify the consequential
changes required to back off CAP143 provisions within the STC. Any
associated STC changes will be proposed and progressed in line with the
STC Amendment Proposal process in accordance with Section B, paragraph
7.2.

9.3 CAP143 and its Alternatives will have an impact on Balancing Code No 1
(BC1) of the Grid Code, in terms of the notification of Operational Restriction
Hours following the decision by the SO to allocate X. This will be progressed
in line with the Grid Code amendment process.
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9.4 CAP143 and its Alternatives will have an impact on the GB SQSS. The
release of ITEC will mean that the transmission system will no longer be
compliant with the planning criteria contained in the GB SQSS. This could
either be handled with the issue of further derogations against the
requirements of the SQSS by Ofgem, or a permanent change to the SQSS.
Any permanent changes to the SQSS will be determined by the SQSS
governance process.

10.0 IMPACT ON INDUSTRY COMPUTER SYSTEMS OR PROCESSES

10.1 CAP143 and its Alternatives will have an impact on industry systems, in terms
of facilitating the notification of Operational Restriction Hours following the
decision by the SO to curtail the generation of an ITEC User. It is anticipated
that this could be achieved at relatively minimal cost to the industry through
the modification of the existing Electronic Data Link (EDL) notification
systems.

10.2 In addition to the modification of the existing EDL systems, the requirement

for additional resources to plan and manage the ITEC process could result in
implementation costs ranging between £500k and £1m.

11.0 VIEWS AND REPRESENTATIONS

11.1 This Section contains a summary of the views and representations made by
consultees during the consultation period in respect of the CAP143 Original
Amendment Proposal and its Alternatives.

Views of Panel Members

11.2 No views or representations were made by Panel Members in their capacity
as Panel Members during the Consultation.

View of Core Industry Document Owners

11.3 No views or representations were made by Core Industry Document Owners.
Working Group

11.4 The Working Group recommended by a majority that the Alternative better
facilitated the Applicable CUSC Objectives than the Original Proposal,
although four Working Group members abstained from voting on the grounds
that neither the Original nor the Alternative Proposal better facilitates the
Applicable CUSC Objectives and therefore did not wish to be considered as
supportive of either.

Responses to Consultation

11.5 The following table provides an overview of the representations received.
Copies of the representations are attached as Annex 3.
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Reference

Company

Supportive

Comments

CAP143-CR-01

British Energy

Not supportive

Both the Original and the Alternative
proposals fail to better meet the
applicable CUSC Objectives on the basis
that both are likely to lead to increased
BSUoS costs and are thus inefficient and
uneconomical.

CAP143-CR-02

Carron Energy

Not supportive

Carron supports in  principle the
introduction of ITEC, however in practice
believes that the potential increases in
BSUoS charges is unacceptable.

CAP143-CR-03

Centrica

Not supportive

CAP143 does not better facilitate the
applicable CUSC objectives. Concerned
that such a new access product could
exacerbate expensive and problematic
issues such as constrain management.

CAP143-CR-04

EDF Energy

Not supportive

The implementation of CAP143 would
have a deleterious affect on the
Balancing Mechanism and BSUoS
charges.

CAP143-CR-05

E.ON UK

Not supportive

CAP143 does not better meet the
applicable CUSC objectives. It
introduces an unacceptable increase in
constraint costs which would result in a
cross subsidy to ITEC Users from other
parties.

CAP143-CR-06

First Hydro Company

WGAA

Believe that the modification will result in
National Grid being able to release more
capacity on constrained parts of the
system but at a cost of a modest
increase in BSUoS charges. Proposed
CAA1 to provide further information on
ITEC contracts and to define the ITEC
curtailment process.

CAP143-CR-07

Highlands & Islands
Enterprise

Original &
WGAA

Supports the principles of CAP143.
Proposal is likely to advance generation
projects in Northern Scotland, particularly
wind and other renewable generation.
WGAA offers benefits, but Original could
be implemented in the event that
implementation costs of WGAA are high.

CAP143-CR-08

Immingham CHP

Not supportive

CAP143 proposals are likely to increase
BSUoS costs and could create a cross-
subsidy relative to TNUoS. Proposal
could unduly increase the complexity of
the existing access framework.

CAP143-CR-09

RWE

Not supportive

CAP143 represents a high risk of
increased BSUOS costs as a result of the
inability to completely mitigate the risks
of additional constraint costs resulting
from ITEC.

CAP143-CR-10

Scottish Power

WGAA

ITEC represents a “bankable” access
product which could enable a developer
to connect to the transmission system
ahead of the date agreed in their BCA,
thus promoting competition in generation.

CAP143-CR-11

Scottish Renewable

WGAA

The CAP143 Working Group Alternative
Amendment is a transparent and
objective model that will not pose a
significant risk to the management of the
GB transmission network.

CAP143-CR-12

SSE

Not Supportive

CAP143 will better facilitate the
objectives of the CUSC. Proposed
Consultation Alternative regarding the
application and offer process.
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Responses to Consultation Alternative

11.6 The following table provides an overview of the representations received.
Copies of the representations are attached as Annex 4.

Reference

Company

Supportive

Comments

CAP143-CAAR-01

Centrica

Not supportive

There are no proposals in the
Consultation Alternatives that address
the arguments against CAP143, namely
the high likelihood of increased BSUoS
costs being forced on all Users.

CAP143-CAAR-02

EDF Energy

Not supportive

Recommend that all CAP143
modifications be rejected as it would
have a deleterious affect on the
Balancing Mechanism and BSUoS
charges.

CAP143-CAAR-03

E.ON UK

Not supportive

Continue to believe that the basic
concept of CAP143 is not desirable as it
will lead to a disproportionate increase in
balancing costs which will be borne by all
parties.

CAP143-CAAR-04

First Hydro
Company

WGAA &
CAAlL

Proposed Consultation Alternative
Amendment 1 will improve the
transparency of the ITEC product and
clarify the way the product is intended to
be used. Believe that placing an
obligation on the SO to constrain off plant
via ITEC ahead of Bids would not lead to
an uneconomic use of the system.

CAP143-CAAR-05

RWE

Not supportive

Both Alternatives do not better facilitate
the Applicable CUSC objectives. Each
represent a high risk of increased BSUoS
costs as a result of the inability to
completely mitigate the risks of additional
constraint costs resulting from ITEC.

CAP143-CAAR-06

Scottish Power

WGAA

CAP143 WGAA promotes competition
through facilitating the earlier connection
of additional generation capacity.

12.0

121

13.0

13.1 National

NATIONAL GRID RECOMMENDATION

AMENDMENT PANEL RECOMMENDATION

Grid considers that none of the CAP143 modifications better

facilitate the Applicable CUSC Objectives, on the grounds that each represent
a high risk of increased BSU0S costs as a result of the inability of the SO to
completely mitigate the risk of additional constraint costs resulting from ITEC.
These increased costs will be borne by all Users rather than those causing
them, i.e. holders of ITEC. National Grid therefore recommends that CAP143
should not be implemented on the basis that such an increase in costs will
result in less efficient operation of the GB transmission system.
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14.0 COMMENTS ON DRAFT AMENDMENT REPORT

14.1 National Grid received no responses following the publication of the draft
Amendment Report.
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ANNEX 1 — PROPOSED LEGAL TEXT TO MODIFY THE CUSC

Although badged as “Interim TEC”, in essence this “product” is no different in its
characteristics than TEC itself (charges, nature of the rights given, User’s obligations
to comply with bilateral agreements, CUSC, Grid Code, BSC etc.). The difference is
that it is “advanced” i.e. a right to connect\export before all Construction Works
identified as required are completed and so is subject, until those works are
completed, to certain “operational restrictions” i.e. the export can be constrained to
zero without cost for a certain period.

Under the Working Group Alternative Amendment

On that basis, “Interim TEC” is the term used for the purposes of the process in
identifying the figure in MW that is available but that is then effectively the TEC in the
Bilateral Agreement (staged if this is less than the final TEC) although, until the
Construction Works are completed in full (the “Interim TEC Period”), the export is
subject to restrictions.

The changes to the Bilateral Agreement and Construction Agreement to affect this
(the “Interim TEC Offer”) would be by agreement to vary the Bilateral Agreement and
Construction Agreement as follows:

Bilateral Agreement

a) Need to add new definition of “Interim TEC Period” which will end on completion
of all the Construction Works. It will start either on a specified date (where no
construction works at all are required) or on completion of those “local
construction works” (identified as construction works stage 1 in the Construction
Agreement) (or “Completion Date Stage 1").

b) Where the level of Interim TEC granted\applied for is less than the TEC, need to
amend Appendix C to reflect different levels of TEC.

¢) Need to add new clause and associated definitions identifying the operational
restrictions that will apply until the end of the Interim TEC Period. The User will
also be required to enter into a “transmission related agreement” providing for
recovery of any monies paid to constrain output in the event that it does not
comply with its obligations to reduce export.

d) Provide that TEC cannot be traded\exchanged during the Interim TEC Period.

Construction Agreement
The Construction works will need to be reordered into stages, the first “stage”
capturing the “local construction works” following completion of which the
“operational notification” for TEC at the "interim” level will be issued, with a further
operational notification for increased level of TEC (if that is the case) on completion
of the remaining stages of Construction Works.

As the above will be done by “agreement to vary” its difficult to draft these provisions
upfront into the proforma Bilateral Agreements and Construction Agreement (CUSC
Schedule 2 Exhibits 1,2 and 3) but a mark-up of a Bilateral Connection Agreement
(CUSC Schedule 2 Exhibit 1) showing how the provisions would look is included,
together with an example of a staged Construction Agreement and a transmission
related agreement in Annex 2. The Interim TEC Offer would effect the necessary
variations to introduce the above changes into the Bilateral agreement and
Construction Agreement.
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In addition the proforma Construction Agreement (CUSC Schedule 2 Exhibit 3) will
be amended to provide for a new appendix identifying and placing obligations in
relation to the project specific “local construction works” and “statutory consents”.

Original Amendment

Under the Original Proposal there is no assessment or offer process specific to
Interim TEC as such. The initial offer of a Bilateral Agreement and Construction
Agreement would identify as the Construction Works Stage 1, the local construction
works, and the changes to the Bilateral Agreements and Construction Agreement (as
proposed under the amendment to be introduced through the Interim TEC Offer)
would effectively become standard in any offer of a Bilateral Agreement and
Construction Agreement on the basis of 100 Operational Restriction Hours during the
Interim TEC Period. The date from which Interim TEC was available would be
derived from the date of completion of these works and the dates by which the
Statutory Consents were obtained.

Part A — Text to give effect to the Original Propos  ed Amendment

For legal text for the Original Proposed Amendment, see the change-marked BCA
and Construction Agreement contained in Part B — Text to give effect to the Working
Group Alternative Amendment.

In the Construction Agreement, an amendment would be required to identify that the
right to become operational is not solely subject to the completion of stage 1 works,
but also consent for all other works.

Operational restrictions would be defined in the CUSC rather than the User specific
BCA and the clauses relating to the assessment of Interim TEC requests and offers
would be excluded.

Part B — Text to give effect to the Working Group A Iternative Amendment

Add new Paragraph [6.35] as follows and amend the contents page accordingly.

6.35 Interim TEC

6.35.1 Background

A User that is party to a Bilateral Connection Agreement _ or Bilateral
Embedded Generation Agreement _but where Construction Works _are
required to be completed prior to the User’s connection to and\or use of
the GB Transmission System _may make an Interim TEC Request for
Interim TEC in accordance with this Paragraph of the CUSC.

6.35.2 Interim TEC Request

6.35.2.1 An Interim TEC Request can only be made by a User when:

0) The User has received confirmation in writing from The
Company that The Company is satisfied that the User is in
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receipt of the necessary Statutory Consents _that User requires
[in respect of] [to enable it to construct [and operate]] the Power
Station ; and

e e

(i) The User has received confirmation in _writing from The

6.35.2.2

Company that The Company is in receipt of the necessary
Statutory Consents that The Company requires [in respect of]
[to enable it to construct [and operate]] the Construction Works

A User cannot make another Interim TEC Request in respect of a

6.35.2.3

Bilateral Agreement once it has accepted an Interim TEC Offer in
respect of that Bilateral Agreement .

An Interim TEC Request must be made by email and confirmed by fax

6.35.2.4

by completing the Interim TEC Request Form .

An _Interim TEC Request shall not be deemed received by The

6.35.2.5

Company _until the Interim TEC Request Fee has been paid to The
Company .

The level of Interim TEC requested shall not exceed the Transmission

6.35.3

Entry Capacity specified in _Appendix C of the User's Bilateral
Agreement [ less any other Access Product] and in the case of a User
with _a Power Station directly connected to the GB Transmission
System _shall not exceed the Connection Entry Capacity _ specified in
the User's Bilateral Connection Agreement . Where a User’s Bilateral
Agreement already provides for staged Transmission Entry Capacity
and Connection Entry Capacity _the Interim TEC for each stage shall
not exceed the Transmission Entry Capacity and Connection Entry
Capacity for that stage.

Assessment and Offer

6.35.3.1

The Company may reject any Interim TEC Reguest that is not made in

6.35.3.2

accordance with the provisions of this Paragraph 6.35.

Interim TEC Requests will be considered by The Company once a

6.35.3.3

year. All Interim TEC Requests received prior to 1 May in any year will
be assessed by The Company during June, July and August of that year
and an Interim TEC Offer _made to the relevant User by 1 September.

In the Interim TEC Offer The Company will identify the level of Interim

TEC available to a User, the Interim TEC Period, whether the start of
the Interim TEC Period is dependent on completion of Local
Construction Works and the programme for these or if not the date for
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6.35.3.4

the start of the Interim TEC Period [and the programme for these], the
Interim TEC Operational Restrictions and the Operational Restriction
Hours .

Where more than one Interim TEC Request is being assessed, the

6.35.3.5

Operational Restriction Hours  shall be determined by considering all
Users to whom an Interim TEC Offer _is to be made.

The Interim TEC Offer shall be open for acceptance for a period of 10

6.35.3.6

[Business Days] from the date of the Interim TEC Offer . Acceptance of
an Interim TEC Offer shall be made by executing and faxing back the
accepted Interim TEC Offer . An Interim TEC Offer lapses if not
accepted by the User within such period.

Should any Interim TEC Offer not be accepted then The Company_will

revise the Operational Restriction Hours  available to the User(s) who
have accepted their Interim TEC Offer accordingly.

Add following New Definitions in CUSC Section 11

“Access Product ” means the level of any Temporary Received TEC

plus any STTEC or LDTEC less any Temporary
Donated TEC :

“Interim TEC " the level of Transmission Entry Capacity _available

to the User during the Interim TEC Period :

“Interim TEC Period " the period prior to the date by which all the

Construction _Works required for the User’s
connection _and\or _use of the GB Transmission

System will have been completed during which the
Interim TEC is available;

“Interim TEC Offer” is_an_ offer made by The Company pursuant to

Paragraph 6.35.3 amending the User's Bilateral
Agreement _and _Construction Agreement to
provide for Interim TEC

“Interim _ TEC Operational the provisions to apply during the Interim TEC

Restrictions” Period whereby for the Operation Restriction

Hours the User would be required by The Company
to reduce its Maximum Export _Limit to zero MW;
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“Interim TEC Request”

means an application made by a User to advance
the date at which its Transmission Entry Capacity
is available [in full or in part] to a date prior to the
date by which all the Construction Works  required
for _the User's connection and\or use of the GB
Transmission System _will have been completed;

“Interim TEC Request Fee”

is the fee to be paid to The Company for an Interim

TEC Request as detailed in the Charging
Statements ;

e,

“Interim TEC Request Form”

is the form set out in Exhibit [XXX] to the CUSC;

“Local Construction Works”

means those elements of the Construction Works

as _ specified in __the relevant Construction

Agreement [such works being those it is hecessary
to complete before the User could connect to and\or
use the GB Transmission System at the Interim
TEC for a minimum of one hour in each Financial

Year];

“Operational Restriction

means the number of whole hours in each and every

Hours”

[Financial Year ] specified by The Company in an
Interim TEC Offer ;

[original proposal — means 100 whole hours in_any
[Financial Year ]I;

“Statutory Consents”

Means as appropriate_consent under Section 36 or
Section 37 of the Electricity Act 1989 or [planning
permission granted under the Town and Country
Planning Act 1990 in England & Wales or any
amendment thereto _or the Town and Country
Planning (Scotland) Act 1997 or any amendment
thereto] as more particularly specified in the relevant
Construction Agreement ;
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SCHEDULE 2 - EXHIBIT 1

DATED [ ]

NATIONAL GRID ELECTRICITY TRANSMISSION PLC (1)

and

[ 1)

THE CONNECTION AND USE OF SYSTEM CODE
BILATERAL CONNECTION AGREEMENT

[FOR A DIRECTLY CONNECTED POWER STATION]
[FOR A DIRECTLY CONNECTED DISTRIBUTION SYSTEM]

[FOR A NON-EMBEDDED CUSTOMER SITE]

[FOR AN INTERCONNECTOR OWNER]

At [ ]

Reference: [ ]
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THIS BILATERAL CONNECTION AGREEMENT is made on the [ ] day of [ ]

200[ ]

BETWEEN

1) National Grid Electricity Transmission plc a company registered in
England with number 2366977 whose registered office is at 1-3
Strand, London, WC2N 5EH (“The Company ", which expression shall
include its successors and/or permitted assigns); and

(2) [ ]a company registered in [ ] with number [ ] whose registered
office isat[ ] (“User”, which expression shall include its successors
and/or permitted assigns)

WHEREAS

(A) Pursuant to the Transmission Licence , The Company is required to
prepare a Connection and Use of System Code (CUSC) setting out
the terms of the arrangements for connection to and use of the GB
Transmission System and the provision of certain Balancing
Services .

(B) The User has applied for [Connection to] [and use of] [Modification
of its existing Connection to [and use of]] the GB Transmission
System and pursuant to the Transmission Licence The Company
is required to offer terms in this respect.

© The User has applied for connection [and use] in the capacity of a
[ ] as set out in Paragraph 1.2.4 of the CUSC.

(D) The Company and the User are parties to the CUSC Framework
Agreement (being an agreement by which the CUSC is made
contractually binding between CUSC Patrties).

(E) This Bilateral Connection Agreement  is entered into pursuant to the
CUSC and shall be read as being governed by it.

[(F) The parties are also on even date herewith entering into a
Construction Agreement .]

NOW IT IS HEREBY AGREED as follows:
1. DEFINITIONS, INTERPRETATION AND CONSTRUCTION

Unless the subject matter or context otherwise requires or is
inconsistent therewith, terms and expressions defined in Section 11 of
the CUSC have the same meanings, interpretations or constructions
in this Bilateral Connection Agreement [and the following terms and
expressions shall have the meaning set out below:-

“Construction Agreement" the agreement made between the
parties of even date herewith for the
carrying out of construction works;

"Charging Date" as defined in the Construction
Agreement .]

[‘Completion Date Stage 1 ” as defined in the Construction

Agreement .]
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[‘Completion Date Stage 2 ” as defined in the Construction
Agreement .]
[“‘Gate Closure ” shall have the meaning given to that

term in  the Balancing and
Settlement Code .]

[“Interim TEC Period ” [ [Completion Date Stage 1 ] or [date]
to Completion Date Stage 2 |

[“Interim TEC Operational

Restrictions ” means those restrictions on the
User’s [output] as provided for in
Clause 11.]

” means [ ] not needed for
original _proposal as this definition
would be included in the main body of
the CUSC.

[“Operational Restriction Hours

[“‘Output Useable ” shall have the meaning given to that
term in the Grid Code. ]

[“Transmission Related

Agreement ” means the agreement in the form in
Schedule 1 to be entered into
between the parties for the provision
of and payment for Balancing
Services _in_respect of Bid Offer
Acceptances referred to in Clause

115]
2. COMMENCEMENT
This Bilateral Connection Agreement  shall commence on [ I
3. THE CONNECTION SITE AND TRANSMISSION CONNECTION
ASSETS

The Connection Site and Transmission Connection  Assets to
which this Bilateral Connection Agreement relates is more
particularly described in Appendix A.

4. CONNECTION CHARGES

The Connection Charges payable by the User in accordance with
the CUSC in respect of the Transmission Connection Assets  set
out in Appendix A [(including the One-Off Charge )] are set out in
Appendix B. These Connection Charges shall be payable by the
User from the [CUSC Implementation Date ] [or] [Charging Date.]
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5.

[USE OF SYSTEM (power station only)

The right to use the GB Transmission System shall commence on
and Use of System Charges shall be payable by the User from the
[CUSC Implementation Date ] [or] [Charging Date — assumed this
will be by ref to completion of Construction Works Stage 1] provided
that during the Interim TEC Period such use is subject to the Interim
TEC Operational Restrictions.]

CREDIT REQUIREMENTS

The amount to be secured by the User from [date] is set out in the
Secured Amount Statement issued from time to time and as varied
from time to time in accordance with Section 2 of the CUSC.

CONNECTION ENTRY CAPACITY AND TRANSMISSION ENTRY
CAPACITY

7.1 The Connection Entry Capacity in relation to the
Generating Units and the Connection Site and the
Transmission Entry Capacity in relation to the Connection
Site [,and the periods to which such Transmission Entry
Capacity applies], are specified in Appendix C.

7.2 Appendix C Part 3 will set out the BM Unit Identifiers of the
BM Units registered at the Connection Site under the
Balancing and Settlement Code . The User will provide The
Company with the information needed to complete details of
these BM Unit Identifiers as soon as practicable after the
date hereof and thereafter in association with any request to
modify the Transmission Entry Capacity and The
Company shall prepare and issue a revised Appendix C
incorporating this information. The User shall notify The
Company prior to any alteration in the BM Unit Identifiers
and The Company shall prepare and issue a revised
Appendix C incorporating this information.

7.3 The Company shall monitor the Users compliance with its
obligation relating to Transmission Entry Capacity = against
the sum of metered volumes of the BM Units set out in Part 3
of Appendix C submitted by the User for each Settlement
Period .

7.4 Notwithstanding any provisions in the CUSC relating to the
trade or exchange of Transmission Entry Capacity , the
User shall not be entitled to trade or exchange its
Transmission Entry Capacity within the Interim_ TEC
Period .
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8.

10.

11.

COMPLIANCE WITH SITE SPECIFIC TECHNICAL CONDITIO NS

The site specific technical conditions applying to the Connection Site
are set out in Appendices F1 to F5 to this Bilateral Connection
Agreement as modified from time to time in accordance with
Paragraph 6.9 of the CUSC.

TERM

Subject to the provisions for earlier termination set out in the CUSC
this Bilateral Connection Agreement  shall continue until the User's
Equipment is Disconnected from the GB Transmission System at
the Connection Site in accordance with Section 5 of the CUSC.

VARIATIONS

10.1  Subject to Clause 10.2, 10.3 and 10.4 below, no variation to
this Bilateral Connection Agreement  shall be effective
unless made in writing and signed by or on behalf of both The
Company and the User.

10.2 The Company and the User shall effect any amendment
required to be made to this Bilateral Connection Agreement
by the Authority as a result of a change in the CUSC or the
Transmission Licence, an order or direction made pursuant
to the Act or a Licence, or as a result of settling any of the
terms hereof. The User hereby authorises and instructs The
Company to make any such amendment on its behalf and
undertakes not to withdraw, qualify or revoke such authority or
instruction at any time.

10.3 The Company has the right to vary Appendices A and B in
accordance with this Bilateral Connection Agreement and
the CUSC including any variation necessary to enable The
Company to charge in accordance with the Charging
Statements, or upon any change to the Charging
Statements .

10.4  Appendices A and B shall be varied automatically to reflect
any change to the Construction Works or Transmission
Connection Assets as provided for in the Construction
Agreement .

INTERIM TEC OPERATIONAL RESTRICTIONS

11.1 During the Interim TEC Period the following operational

restrictions will apply.

11.2 Subject to Clause 11.8 below, The Company shall be entitled
on giving as much notice as reasonably practicable but in any
event notice of no less than 3 hours prior to the Gate Closure
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113

of a Settlement Period , to which such notice applies to require
the User’'s Maximum Export Level for such Settlement
Period to be at zero MW. [The form and means of such
notification shall be agreed between the parties.]

Where a notice is given to the User by The Company pursuant

114

to Clause 11.2 above, the User shall:,

11.3.1 acknowledge receipt of such notification and where
practicable shall revise its Output Useable forecast
accordingly; and

11.3.2 in such time before Gate Closure for that Settlement
Period as to ensure that the Maximum Export Level
is at zero MW _at the start of the Settlement Period
submit a Maximum Export Limit of zero [for the
relevant BM Units ] at the Power Station for the
Settlement Period ; and

11.3.3 the User shall not operate its Plant and Equipment in
excess of such Maximum Export Limit during that
Settlement Period .

The Company shall promptly notify the User when the

11.5

operational restrictions will or have ceased.

In the event that the User does not comply with Clause 11.3

11.6

above, The Company shall issue Bid-Offer Acceptances to
the User_to reduce the export from the BM Unit _at the Power
Station to zero MW for such [Settlement Periods ] and the
provisions of the Transmission Related Agreement shall

apply.

Where the User becomes aware of or is notified by The

11.7

Company of any breach of Clause 11.3 above the User shall
forthwith take all reasonable steps to comply with the provisions
of that Clause.

Where the User _breaches in whole or in part the provisions of

Clause 11.3 above the User_shall at The Company’s request
explain_to The Company’s satisfaction the reason for the
breach and demonstrate to The Company’s satisfaction that
appropriate steps have been taken to ensure that such breach
will not reoccur. In the event that the User _does not do this The
Company may give notice to the User_ reducing the
Transmission Entry Capacity _and Appendix C of this Bilateral
Connection Agreement _shall be varied accordingly. This
Transmission Entry Capacity _shall apply until such time as the
User_has explained to The Company’s reasonable satisfaction
the reason for the breach and has demonstrated that
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11.8

appropriate steps have been taken to ensure that such breach
will not reoccur and Appendix C shall be automatically amended
thereafter to reflect the reinstatement of the Transmission
Entry Capacity .

If within 3 months of a breach of Clause 11.3 above that entitled

11.9

The Company to take action under Clause 11.7 above, the
User__has still failed to provide the explanation and\or
demonstration required by The Company in terms of that
Clause 11.7, then _The Company may treat such breach as an
Event of Default for the purposes of Section 5 of the CUSC and
following such breach may forthwith give notice of termination to
the User_whereupon this Bilateral Connection Agreement

shall terminate _and the provisions of CUSC Paragraph 5.4.7

shall apply.

To the extent that the User will not be able to export to or take

11.10

demand from the GB Transmission System during the period
of the operational restrictions the User_acknowledges and
agrees that The Company is relieved from its obligations to the
User under CUSC Paragraphs 2.3 and 2.4.

These operational restrictions shall not exceed the Operational

Restriction Hours in _any financial year, relating to the

Operational Restriction Hours relevant to that [Financial

Year].
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12. GENERAL PROVISIONS

incorporated into this Bilateral Connection Agreement mutatis
mutandis.

IN WITNESS WHEREOF the hands of the duly authorised representatives of
the parties hereto at the date first above written

SIGNED BY

[name]

for and on behalf of

National Grid Electricity Transmission pl

O ~— ~——

SIGNED BY
[name]

for and on behalf of
[User]

— N N
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APPENDIX C (Power Stations)

CONNECTION ENTRY CAPACITY AND TRANSMISSION ENTRY
CAPACITY

Company:

Grid Supply Point/Connection Site:

Part 1 Connection Entry Capacity
Connection Entry Capacity (CEC) expressed as an instantaneous MW figure

CEC(MW)
Power Station [ ]

Generating Unit

Genset 1
Genset 2
Genset 3
Genset 4

—r—_r——
[ Oy Sy S—

Part 2 Transmission Entry Capacity

Transmission Entry Capacity (TEC) expressed in average MW taken over a
half hour settlement period

| TEC(MW) during the Interim TEC Period and thereafter x TEC(MW)
Power Station [ ]

Part 3 BM Units comprising Power Station

T BMU 1 (Associated with Genset 1)

T BMU 2 (Associated with Genset 2)

T BMU 3 (Associated with Genset 3)

T BMU 4 (Associated with Genset 4)

T _BMU SD-1 (Station Demand)

T _BMU AD-1 (Additional Trading Site Demand)
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APPENDIX C (Interconnector Owners)

CONNECTION ENTRY CAPACITY AND TRANSMISSION ENTRY
CAPACITY

Company:

Connection Site:

Part 1 Connection Entry Capacity

Connection Entry Capacity (CEC) expressed as an instantaneous MW figure
CEC(MW)

Interconnector [ ]

Part 2 Transmission Entry Capacity

Transmission Entry Capacity (TEC) expressed in average MW taken over a
half hour settlement period

[ ] TEC (MW) during the Interim TEC Period and thereafter [ ] TEC
(MW)
Interconnector [ ]

Part 3 BM Units comprising Interconnector

All BMU’s starting with an identifier [|_FRA for example]. No need to list all
individual BMU’s

Part 4 Figure for the Purposes of CUSC Paragraph 9. 6
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Add a new Exhibit [XXX] and amend the contents page accordingly.

CUSC — EXHIBIT [XXX]

THE CONNECTION AND USE OF SYSTEM CODE — INTERIM TEC
REQUEST FORM

DIRECTLY CONNECTED POWER STATION

EMBEDDED POWER STATION

INTERCONNECTOR OWNER

DISTRIBUTION INTERCONNECTOR
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Please study the following notes before completing and signing the Temporary

TEC Exchange Rate Request Form.

National Grid Electricity Transmission plc ("The Company ") requires the

information requested in this form for the purposes of considering and
assessing whether or not to grant your Interim TEC Request . It is essential
that you supply all information requested and provides all the confirmations
required and that every effort should be made to ensure that such
information and confirmations are accurate.

Please note the same terms used in this form are defined in the

Interpretation in Definitions (contained in Section 11 to the CUSC) and when
this occurs the expressions have capital letters at the beginning of each word
and are in bold.

Where The Company considers that any information provided by the User is

incomplete _or_unclear _then The Company will reject the Interim TEC
Request .

The User may not make any change to the information provided.

The Company shall charge the User, and the User shall pay to The

Company the Interim TEC Request Fee . The fee will be charged by The
Company in accordance with the Charging Statements . No Interim TEC
Request will be considered until such payment has been received.

Please note that an Interim TEC Request cannot be made until the criteria

in CUSC Paragraph 6.35.2.1 have been met.

Please note that applications for Interim TEC will only be considered and

Interim TEC Offers _made once a year and have to be received by 1 May to
be considered in that year.

Please complete this form and email it to | ] and faxitto [ ].
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REQUEST FOR INTERIM TEC

Please ensure that you have studied the notes befor e completing and
signing this form.

Al. Details of User

Name:

Address:

Fax No.:

Email Address:

Reqgistered Number:

Name Title and Contact Details (including email address) for the
person authorised to deal with this Interim TEC Request for and on
behalf of the User.

B1l. Bilateral Agreement details

Please detail the Bilateral Agreement and Construction
Agreement date and reference number.

Cl. Connection Site

Please detail the Connection Site or site of Connection to which the
Interim TEC Request relates.

D. Interim TEC Period

Please provide the dates from which you would wish the Interim TEC
to be available
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E. Level of Interim TEC

Please provide details of the preferred level (in whole MW) of Interim
TEC.

| P 1 MW (Positive only)

Is this the same as the Transmission Entry Capacity specified in the
Bilateral Agreement ?

Interim TEC Request Form

1. We agree to pay the Interim TEC Request Fee .

2. We confirm that the data submissions in respect of our
Connection Site or site of Connection under the Grid Code
are complete, accurate and up to date.

3. We confirm that the criteria in CUSC Paragraph 6.35.2. 1 have
been met.

Signed for and on behalf of the:
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Amendments to CUSC Schedule 2 Exhibit 3 — Construct  ion Agreement

In Clause 1 of the Construction Agreement add new definitions as follows:

Local Construction Works means those elements of the
Construction Works as specified in
Appendix [S] Part 1.

Statutory Consents means those Consents specified in
Appendix [S] Part 2.

Add new Appendix [S] as attached and amend the contents page accordingly.

Add the following new Clauses to Clause 2 of the Co nstruction
Agreement:

2.[X] __Each party shall advise the other in writing once it is in receipt of each
of its Statutory Consents . The Company shall advise the User as
soon as practicable after receiving such confirmation from the User on
the last of its Statutory Consents that The Company is satisfied for
the purposes of CUSC Paragraph 6.35.2.1(i).

2.[X] In the event of a change in the Construction Works or Construction
Programme or the User's Works The Company shall be entitled to
revise the Local Construction Works and Statutory Consents _as
necessary to reflect such change.

Amend Clause 15.3 to include reference to Clause 2.[x]
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Appendix [S]

LOCAL CONSTRUCTION WORKS AND STATUTORY CONSENTS

Part 1 Local Construction Works

Part 2 Statutory Consents

a) Statutory Consents for the [User’'s Works ]

b) Statutory Consents for the [Construction Works ]
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Part C — Text to give effect to the Consultation Al ternative Amendment 2

The proposed Legal text to modify the CUSC for CAA2 is the same as the Working
Group Alternative which can be found in Part B of Annex 1, with the additional
proposed amendments detailed below by inserting the coloured underlined text and
deleting the text shown struck through.

Section 6 — General Provisions

6.35.2.1 An Interim TEC Request can only be made by a User when:

0] The User has received confirmation in writing from The
Company that The Company is satisfied that the User is in
receipt of the necessary Statutory Consents as specified in
the relevant Construction Agreement that User requires [in
respect of] [to enable it to construct [and operate]] the Power
Station ; and

(i) The User has received confirmation in writing from The
Company that The Company is in receipt of the necessary
Statutory Consents as specified in the relevant Construction
Agreement that The Company requires [in respect of] [to
enable it to construct [and operate]] the Construction Works

: . | iy | )

6.35.3.3 In the Interim TEC Offer The Company will identify the level
of Interim TEC available to a User, the Interim TEC Period ,
whether the start of the Interim TEC Period is dependent on
completion of Local Construction Works  and the programme
for these of if not the date for the start of the Interim TEC
Period [and the programme for these], the Interim TEC
Operational Restrictions , and-the-Operational Restriction
Hours , the relevant Use of System Charge for the Interim TEC
Period and the analysis that was undertaken to determine the
Operational Restriction Hours.

6.35.3.5 The Interim TEC Offer shall be open for acceptance for a
period of 10 [Business Days |-from-the-date—of the Interim-
FEC Offer. from its receipt by that User unless either that User
or The Company makes an application to the Authority under
Standard Condition C9 of the Transmission Licence, in which
event the Interim TEC Offer shall remain open for acceptance
until the date 14 days after any determination by the Authority
pursuant to such application. Acceptance of an Interim TEC
Offer shall be made by executing and faxing back the
accepted Interim TEC Offer . An Interim TEC Offer lapses if
not accepted by the User within such period.

6.35.3.7 The Company shall as soon as reasonably practicable publish
a_statement setting out the basis upon which the Operational
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Restriction Hours will be calculated in such form and with such
detail as shall be necessary to enable any person to make a
reasonable estimate of the level of Operational Restriction
Hours.

6.35.3.8 The Company shall, at least once in _every vear, review the

information set out in the statement prepared in _accordance
with 6.35.3.7 above in order that the information set out in the
statement shall continue to be accurate in all material respects.

6.35.3.9 Any dispute arising under this Clause 6.35 between the User

and The Company may be referred by either the User or The
Company to the Authority for determination under Standard
Condition C9 of the Transmission Licence.

6.35.10 For the avoidance of doubt, at the end of the Interim TEC

Period the User_has TEC in accordance with CUSC Paragraph
2.3.

Schedule 2 — Exhibit 1 of the CUSC Bilateral Connec tion Agreement

(BCA)

7.4

11.7

Notwithstanding any provisions in the CUSC relating to the trade
or exchange of Transmission Entry Capacity , the User shall
not be entitled to trade or exchange its Interim Transmission
Entry Capacity within the Interim TEC Period .

Where the User breaches in whole or in part the provisions of

Clause 11.3 above without providing an explanation to The
Company's reasonable satisfaction and on more than one
occasion, then The Company may treat such event as an
Event of Default and the provisions of Section 5 of the CUSC

shall apply.

Part 2 of both Appendix C (Power Stations) and Appe __ ndix C (Interconnector

Owners)

Interim TEC(MW) during the Interim TEC Period and thereafter x TEC(MW)

Date of Issue: 24™ August 2007 Page 43 of 98



Amendment Report
Issue v0.2 Amendment Ref: CAP143

ANNEX 2 — AMENDMENT PROPOSAL FORM

CUSC Amendment Proposal Form CAP:143

Title of Amendment Proposal:

Interim Transmission Entry Capacity ("ITEC") product

Description of the Proposed Amendment  (mandatory by proposer):

This Amendment Proposal adds a new Section to the CUSC defining the principles of and process for

obtaining Interim TEC ("ITEC").

Interim TEC can be described as follows.

1.

What Users can apply for Interim TEC?

Only a User with an existing Bilateral Connection Agreement or Bilateral Embedded
Generation Agreement which, in either case, is subject to the carrying out of Transmission

Reinforcement Works will be entitled to apply for Interim TEC.
When can Interim TEC be applied for and for how long does it remain in place?

A User can apply for Interim TEC immediately on the later to occur of:

(i) the relevant party or parties obtaining statutory consents (i.e. consent under the Town
and Country Planning Acts and/or any consent needed under ss.36 and 37 of the
Electricity Act 1989) necessary for the Transmission Reinforcement Works relevant to

the User; and

(i) the User obtaining statutory consents (i.e. consent under the Town and Country
Planning Acts and/or any consent needed under ss.36 and 37 of the Electricity Act

1989) necessary for the User's Works.

Once ITEC is authorised, it will apply until TEC is available in accordance with the relevant

Bilateral Agreement (including the relevant Bilateral Construction Agreement).

What rights and restrictions apply to Interim TEC?

Interim TEC is a right to use the GB Transmission System up to the Interim Transmission

Entry Capacity on the following basis:-

(i) ITEC is any amount up to the TEC stated in the existing bilateral agreement;

(i) NGET is entitled to interrupt the User for all or part of their generation output for up to X
hours per year without incurring any liability to pay an interruption payment. A fixed

value for X hours will be inserted in the CUSC. [The value for 'X' would be derived
during assessment by consideration of typical restr ictions on access arising from
issues such as line outages and faults and any othe r differences between TEC
and ITEC. A possible starting point for discussion s is 100 hours.]

How will NGET grant ITEC to Users?

Provided that a request for ITEC is made by a User meeting the conditions in 1 and 2 above,
NGET will grant that request. A process can be added to the CUSC similar to that developed
for STEC and LDTEC to facilitate the granting of ITEC. Appendix C of each bilateral
agreement can be amended to reflect the ITEC terms agreed until it is superseded by the

availability of TEC.
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Description of Issue or Defect that Proposed Amendm ent seeks to Address (mandatory by
proposer):

The CUSC currently provides for access products as follows:-

Transmission Entry Capacity provides the User with the right to generate electricity up to the
level of TEC at any time during the year and on an enduring, "evergreen" basis;

Short Term TEC ("STTEC") provides a User with access for a period of a limited humber of
days depending on the type of STTEC purchased at a premium price relative to TEC if used
throughout the year; and

Limited Duration TEC ("LDTEC") again provides limited term access to TEC on a firm or
indicative profile basis until the end of the relevant year.

The nature of the existing TEC products available under the CUSC combined with a number of other
factors including the "invest and connect" methodology which underpins the CUSC and the related
charging regime have led to prospective Users receiving connection dates well into the future.

The problem is particularly acute where the Transmission Companies need to carry out significant
network investment projects in order to enable particular projects to connect with firm TEC rights.

The proposer believes that the current suite of access products are unnecessarily restrictive for some
new connectees and that there is scope for an interim TEC access product that has less commercial
firmness than the current ‘TEC suite’. Creation of such a product will thereby bring forward access to
the market for new connectees who can tolerate less firm access in the first instance. This product is
intentionally limited in duration to the start of availability of TEC and should not be seen as an
alternative, rather as an adjunct.

The proposer believes an appropriate limit on the cumulative no-compensation restriction to access
can be determined and that this will provide a balance between NGET's requirements and a level of
risk to the new connectee’s access that is commercially tolerable to new connectees.

Such a product will bring forward access to the network and hence enhance competition in
generation.

It will also enhance utilisation of the network and hence NGET's licence obligations with regard to
efficient provision of an optimised network.

Impact on the CUSC (this should be given where possible):

The proposal suggests introducing a new Section (probably as Section 6.33) entitled Interim TEC.
This Section will set out the matters dealt with in the above description of Interim TEC.

In addition, changes are likely to be required in the following areas:

Add references to ITEC in Sections 2.3.1, 2.3.2 (Export of Power from Connection Site), 3.2.3, 3.2.4
(Transmission Entry Capacity), 3.9.2 (Use of System Charges), 4.1.3.7A (Frequency response), 6.6.1
and 6.6.2 (Payment).

Add new definitions as required.

CUSC Section 5.10 and related definitions - Relevant Interruptions.

CUSC Schedule 2 Exhibits 1 and 2.

Develop appropriate ITEC request form.
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Impact on Core Industry Documentation

(this should be given where possible):

Application of this product may need to be assessed alongside the current working of the GB Security
and Quality Supply Standard.

Although not a core industry document NGET's Statement of Use of System Charging Methodology
and Statement of Use of System Charges may be impacted.

Impact on Computer Systems and Processes used by CU  SC Parties (this should be given where

possible):

To be assessed.

Details of any Related Modifications to Other Indus  try Codes (where known):

Justification for Proposed Amendment with Reference to Applicable CUSC Objectives**

(mandatory by proposer):

The purpose of this proposal is to encourage access to the GB transmission system by creating a
new product offering restricted access to the GB transmission system.

This proposal will facilitate the CUSC Objectives (listed in Section C10, paragraph 1) of both the
efficient use of the transmission system and effective competition in generation. In particular, the
proposal should have the impacts noted in the "Description of Issue" Section above.

Details of Proposer:

Organisation’s Name: SSE Generation Limited

Capacity in which the Amendment is
being proposed:

(i.e. CUSC Party, BSC Party or
“energywatch”)

CUSC Party

Details of Proposer’s Representative:
Name:
Organisation:
Telephone Number:
Email Address:

Dr Keith MacLean

SSE Generation Limited

01738 456300
keith.maclean@scottish-southern.co.uk

Details of Representative’s Alternate:
Name:
Organisation:
Telephone Number:
Email Address:

Richard Ford

Renewable Energy Systems Group
01923 299374
richard.ford@res-ltd.com

Attachments (Yes/No):
If Yes, Title and No. of pages of each Attachment:

No
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ANNEX 3 — CONSULTATION REPRESENTATIONS RECEIVED

This Annex includes copies of any representation received following circulation of the
Consultation Document (circulated on 4™ May 2007, requesting comments by close

of business on 8" June 2007).

Representations were received from the following parties:

Reference

Company

CAP143-CR-01

British Energy

CAP143-CR-02

Carron Energy

CAP143-CR-03 Centrica
CAP143-CR-04 EDF Energy
CAP143-CR-05 E.ON UK

CAP143-CR-06

First Hydro Company

CAP143-CR-07

Highlands & Islands Enterprise

CAP143-CR-08

Immingham CHP

CAP143-CR-09

RWE

CAP143-CR-10

Scottish Power

CAP143-CR-11

Scottish Renewable

CAP143-CR-12

SSE
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British Energy

Beverley Viney
Amendments Panel Secretary
Electricity Codes

National Grid

National Grid House
Warwick Technology Park
Gallows Hill

Warwick

CV34 6DA

8™ June 2007
Dear Beverley

British Energy response to the Consultation Document on CUSC Amendment Proposal
CAP143 ‘Interim Transmission Entry Capacity ITEC) Product’

Thank you for the opportunity to comment on the issues raised in the above consultation
document.

Key points:

e DBritish Energy believes that neither the original or alternative proposal better meets
the Applicable CUSC Objectives on the basis that both are likely to lead to increased
BSUoS costs and are thus inefficient and uneconomical. The proposals also expose
parties to uncertain and potentially unlimited costs; this is discussed overleaf.

e Both the amendment proposal and its alternative create cross subsidies between
TNUoS and BSUoS. This feature would benefit new users who procure ITEC at the
detriment to all existing transmission users.

e Short term access products such as STTEC and LDTEC are designed to release any
additional capacity in operational timescales. The introduction of ITEC and its
different assessment methodology would not only undermine these products but it
would also reduce their availability.

e It is our view that the uptake of ITEC may be limited and therefore the cost benefit
analysis (provided by National Grid) may actually highlight the unacceptably high
implementation and running costs of the proposals.

e The release of ITEC would remedy the transmission system in a state of non-
compliance with the planning criteria contained in the GB SQSS. As a nuclear
generator we would be reluctant to see changes to the GB SQSS that would
undermine the reliability and security of supply. We would seek clarification that any
proposed changes would uphold the standards within the GB SQSS.

British Energy Group plc Barnett Way Barnwood Gloucester GL4 3RS
Telephone 01452 652222 Facsimile 01452 653715

Registered Office: Systems House, Alba Campus, Livingston EH54 7EG
Registered in Scotland No. 270184 VAT Number 671 0076 58
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Detailed comments

The original proposal suggests that a fixed value of X should be used and hard coded into the
CUSC. This is likely to result in a relatively high value for X which is likely to be
unattractive to the majority of potential ITEC users.

For the alternative, where X is assessed on a project specific basis, it is likely that users who
are first in the queue for ITEC will benefit most as these projects are likely to be offered a
lower value of X than those projects nearer the back of the queue. Those who are not in a
position to submit an application for ITEC (if and when it became available) are likely to lose
out as any spare capacity will have already been allocated. This is particularly true of
projects electrically north of the Beauly-Denny upgrade where only a limited amount of
capacity is available before X tends towards 8760 hours. ITEC appears to be a ‘quick fix’
solution to connect existing projects but is unlikely to help those in an earlier phase of
development.

Both of these proposals will result in an increase to BSUoS costs as a result of increased
constraints arising on the transmission system. This will also create a cross subsidy between
TNUoS and BSUoS; effectively subsidising new entrants to the detriment of competition.
We believe that in this case the additional cost of “previously unnecessary” constraints
should be reflected on those parties responsible for them.

It is discriminatory that the basis for assessment of STTEC and LDTEC differs from ITEC.
Short term access products are assessed on the basis that additional constraints will not occur
as a result of the access being granted. These products are also charged at a premium rate to
enduring TEC whereas it is proposed that ITEC is charged at the standard TEC rate which is
discriminatory to these within-year access products.

ITEC also differs to STTEC and LDTEC as it is proposed that ITEC is assessed with the
understanding that it will create additional constraints. At the time ITEC is offered to any
user it is extremely uncertain as to the frequency of constraints and therefore costs that may
be incurred. This effectively exposes all other parties to costs which not only are uncertain
going forward but there appears to be no limit or ceiling on these.

In our opinion the anticipated costs of implementing and administering the scheme outweigh
the benefits gained by a limited number of transmission users. The figures quoted by
National Grid of ~£1m for implementation and ~£3m in additional constraint costs for
2008/09 will have to be borne by all users and not just those benefiting from the new
arrangements. The additional constraint costs are also likely to increase in subsequent years
due to the uncertainty associated with the timescales.

Given that once ITEC is granted it will endure until full TEC rights are granted (potentially a
period of several years) the value of X calculated for any particular project may not capture
the projected 90% of constraints. This is particularly true for ITEC with a longer duration as
the predictability of constraints likely to arise is much more uncertain.

British Energy Group plc Barnett Way Barnwood Gloucester GL4 3RS
Telephone 01452 652222 Facsimile 01452 653715

Registered Office: Systems House, Alba Campus, Livingston EH54 7EG
Registered in Scotland No. 270184 VAT Number 671 0076 58
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We hope you find these comments useful. If you wish to discuss any of these matters further
please do not hesitate to contact me.

Yours sincerely

Louise Allport
Trading Consultant
British Energy Power and Energy Trading

Tel. 01452 652187
louise allport(@british-energy.com

British Energy Group plc Barnett Way Barnwoeod Gloucester GL4 3RS
Telephone 01452 652222 TFacsimile 01452 653715

Registered Office: Systems House, Alba Campus, Livingston EH54 7EG
Registeredin Scotland No. 270184 VAT Number 671 0076 58
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@Carron

ener
Beverley Viney v
Amendments Panel Secretary
Electricity Codes
National Grid
National Grid House
Warwick Technology Park
Gallows Hill
Warwick
CV34 6DA

8th June 2007
Dear Ms Viney

CAP143: Interim Transmission Entry Capacity (ITEC) Product

Carron Energy (Carron) are the owners of Uskmouth Power and
Severn Power. Carron welcomes the opportunity to comment on the
consultation document of CUSC amendment proposal CAP143.
Carron continues to support the principle of finding solutions that
facilitate early access onto the transmission system, and are
sympathetic to those prospective users who received connection dates
well into the future.

Carron supports in principle the introduction of ITEC, however in
practice believes that the potential increases in BSUo0S charges is
unacceptable. Short Term (STTEC) and Limited Duration (LTTEC) are
released by the System Operator with the condition that neither
introduces new nor exacerbates existing constraints. ITEC should also
have the same principles for release, no additional constraints on the
system are created and no increase in BSUo0S cost is incurred. The
increase in transmission access rights that ITEC potentially creates,
causes a cross subsidy through market participants incurring an
increase in BSUoS charges.

Carron believes that there may be other ways to increase capacity, for
example by offering any additional TEC on an incremental basis. We
also note that NG has suggested that it may be possible for it to make
judgments about delivering capacity to those further down the queue
where a project further up is delayed. We believe that there could be
further consideration of these sorts of products.

The consultation document states, ‘that the release of ITEC would
mean that there would be less STTEC and LDTEC available.” Further
information on the potential magnitude of the reduction in STTEC and
LDTEC needs to be provided in order to gain a view on whether the
proposal is harmful to the existing transmission access regime.
However, generally we feel that these products should not be
“damaged” when they are specifically provided without increasing
costs to other users.

Please do not hesitate to contact Lisa Waters on 020 8286 8677 if you
wish to discuss any of the points raised within this submission.
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Yours sincerely

dions

Rebecca Williams
Head of Trading
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centrica

taking care of the essentials

Centrica Energy

Beverley Viney Millstream East,
Amendments Panel Secretary Maidenhead Road,
Electricity Codes Windsor,
National Grid Berkshire SL4 5GD
\h/lv%at;\?v?gi ?gghl;:gﬁ)sgi/ Park Tel. (01753) 431000
. Fax (01753) 431150

Gallows Hil Wwww.centrica.com
Warwick
CV34 6DA

Our Ref.

Your Ref.

24 August 2007

Dear Beverley,

CUSC Amendment Proposal CAP143 — Interim TransimisEintry Capacity (TEC)

Product

Centrica welcomes the opportunity to comment on this Amendment Proposal. In
summary, we do not believe that the original proposal, nor its alternative, better
facilitate the CUSC Objectives, and as such we believe the CAP should be rejected.

We have a number of concerns with CAP143, which are summarised below. Our
views mirror those of the working group members who also believed that CAP143
should be rejected. We have a further concern relating to the conduct of some
members of the working group, which will also be explained in more detail below.

It is clear that with the introduction of a large amount of more intermittent generation
over the coming years, the question of transmission entry and its flexibility (or
otherwise) needs to be addressed. We are fully supportive of the current initiative,
through the TASG, to examine the TEC provisions in the round, and believe that
reasonable solutions will be arrived at, hopefully with some industry consensus.
CAP143 seeks to introduce a layer of complexity on the current arrangements to
address a specific concern a small number of projects. It does not succeed in its
intent, to facilitate earlier access to the transmission system, and we strongly believe
that any CUSC modification should take into account the impacts on all users —
CAP143 does not.

The first and most obvious concern relates to allocation of costs. It is clear from the
NGET analysis presented in the consultation document that BSUoS costs would
increase for all users if ITEC was granted to a single user, whatever that value of ‘X’
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might be. There is insufficient cost-reflectivity, and we also have a general concern
around any new access product causing the exacerbation of an expensive and
problematic issue such as constraint management.

There would also be additional costs for NGET that would be fed back to all users via
BSUoS, for example increased operational workload as the control room would have
to closely manage the community of ITEC users and their impact on the overall
market.

There are further impacts away from the CUSC — as noted in the consultation report,
if a wind generator is removed from the system with four hours’ notice, it may be
difficult for them to trade their way out of imbalance at short notice. This would impact
on the NIV in the balancing market, with the (likely) potential to have SBP set as the
main price. Again, this would impact on other market participants who might never
use, need or desire ITEC in any form. It may also be the case that NGET would have
to spend more in the balancing mechanism to accept Offers in replacement of the
energy that the ITEC user could have provided. While some of this may fall under the
constraints issue above, it is also conceivable that there may be an ‘energy-only’
impact as well.

We do not believe that, given the risks and uncertainties around issuing of ITEC,
there would be any level of X made available to applicants that would be palatable,
and so the whole process will be an unnecessary inefficiency in the CUSC.

As noted above, we have concerns around the conduct of some members of the
working group. There are a number of members who attended very few working
group meetings, yet managed to submit votes, sometimes after the final and
concluding meeting. It is not clear to us how a fully-informed decision can be taken
by a working group member if they are not able to attend the majority of meetings.
Hopefully the CUSC Panel and working group chairmen will be able to address this
issue for future amendment proposals, enabling an efficient and robust process.

In conclusion, therefore, while we have some sympathy with some of the underlying
principles of this amendment, in terms of examining the network access products
available given the future increase in intermittent generation, we do not believe that
CAP143 achieves its aims and in fact would have a detrimental impact on the market
as a whole.

If you have any queries in relation to this response, please do not hesitate to contact

me.

Best regards,

Dave Wilkerson
Centrica Energy

T:01753 431137

M: 07789 572724
E: dave.wilkerson@centrica.co.uk
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Beverley.viney@uk.ngrid.com

CAP143 — INTERIM TRANSMISSION ENTRY CAPACITY - WORK ING
GROUP REPORT

Immingham CHP welcomes the opportunity to commenthe CAP0143 working
group report. We do not support the introductiom olew Interim Duration
Transmission Entry Capacity access product. Thessons are set out below.

We consider that the access regime as presentyficdgad requires very careful
consideration before the introduction of furthemnpeting products. We are
particularly concerned that change as proposediamduly increase the complexity
of the access framework and potentially degradedtsparency without creating a
product of obvious value to developers. We dougy tivould rely on a product whose
main characteristics would not be defined untilrilgdefore a specific period for
which the rights would be available.

A number of key issues, including what would hap@nholder were in breach of its
rights, are not adequately addressed. The interaatith imbalance prices and the
risk of volatility in imbalance volumes and pridesalso not properly considered. All
in all the proposal and the alternative both hdkeng elements of a “black-box”
solution, which is not desirable given the imp&etttthe decisions might have on
parties contractual rights.

ICHP also considers that the proposals would adslikbly to increase BSUO0S costs,
and depending on the process for setting X theglel dee material. They could also
create a cross-subsidy relative to TNU0S. Thereladvalso be new administrative
costs that would be shared across system useeckit®wledged in the report, the
volume of within year products would also be redugedermining the efficiency of
the existing access regime, which in turn mightidigh efficiency overall.

We also have concerns that either of the proposdtgnal and alternative, could
undermine the primacy of TEC through reducing @ivery and firmness. Any
dilution of existing rights is not acceptable, esply given the inadequate nature of
the current compensation arrangements in Cusc.

If you have any questions on our response, pleasgact me on 0207 4086651.

Kirsten Elliott-Smith
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Beverley Viney

Amendments Panel Secretary
Electricity Codes

National Grid

National Grid House

Warwick Technology Park 8 June 2007
Gallows Hill
\(/:V\%\ZI(G:EA 0141 568 4469

Dear Beverley,

CAP143 Interim Transmission Entry Capacity (ITEG)dRict — Consultation

Thank you for the opportunity to respond to thissudtation document. This response is submitted on
behalf of ScottishPower Energy Wholesale, whichludes the UK energy businesses of
ScottishPower, namely ScottishPower Energy Managertl, ScottishPower Generation Ltd and
ScottishPower Energy Retail Ltd.

Background

We note the amendment proposals currently undeusison (CAP142, CAP143 and CAP148) and the
work of the Transmission Access Standing Groupaedf the view that this represents the firststep
towards facilitating new transmission entry produbiat will provide earlier access and increased
utilisation of the GB Transmission System. Earlypmections help earlier achievement of the
Government’s renewables and climate change emissthrction targetdVe believe that the System
Operator should be incentivised to maximise ush®transmission system and that the additional
revenue from the provision of additional accessipots should be used to offset additional congtrain
costs and fund this incentive.

We look forward to receiving National Grid’s propb$o facilitate flexible medium-term trading
(including within Scotland) that achieves a suitalbhlance between maximising exchange rates and
the consequential effect on constraints. We shiikedo see these proposals brought forward ay earl
as possible.

CAP 143 (ITEC)
ScottishPower supports the development of innogatiransmission access products as part of an

overall solution to the issue of the GB Queue amgpsrts the CAP 143 Working Group Alternative
Amendment for the reasons outlined below.
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ITEC represents a “bankable” access product whichldc enable a developer to connect to the
transmission system ahead of the date currentlthéir connection agreement thus achieving the
objective of promoting competition in generation.

By utilising capacity currently available on tharismission system in operational timescales, ITEC
encourages more efficient use of the existing ngtwo

In order to make ITEC attractive to developers, NGiust adopt an objective, consistent and
reasonable process for determining the value obdrdito be offered in the ITEC contracts. Adoption
of an overly risk-averse methodology will resultXrnvalues that will make ITEC unattractive and used
as infrequently as the existing LDTEC and STTEGJpuis.

The Working Group Alternative Amendment offers NGHE best opportunity of tailoring the value
of X to the particular connection and thus offeradpwer X value. ScottishPower therefore supports
the Alternative in preference to the Original Amemaht which we believe would result in a value of X
which make ITEC unattractive to developers and mise its potential usage.

ScottishPower supports the simplicity and efficieraffered by the ITEC allocation methodology
outlined in alternative A2 (4.18) and the use dfolirs notice of curtailment under Model A (4.27) as
offering the greatest constraint capture and mifisient use of X.

I hope you find these comments useful. Shouldhae any queries on the points raised, please feel
free to contact us.

Yours sincerely,

James Anderson
Commercial & Regulation Manager
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Inveralmond House
200 Dunkeld Road
Perth
PH1 3AQ
Beverley Viney
Amendments Panel Secretary
Electricity Codes
National Grid, National Grid House
Warwick Technology Park
Gallows Hill
Warwick
CV34 6DA
Telephone: 01738 456300
Facsimile: 01738 456415
Email: Keith.MacLean@
scottish-southern.co.uk
Our Reference:

Your Reference: Date : 8" June 2007

Dear Beverley,

CUSC Amendment Proposal CAP143
Interim Transmission Entry Capacity (ITEC) Product

Thank you for the opportunity to comment on thewa&bconsultation paper. Scottish
and Southern Energy believes that, in principle,PCR3 will better facilitate the
objectives of the CUSC to optimise the efficien¢ wd the transmission system and
enhance competition in generation by bringing fodwvaccess to the network for new
renewable generators. We also believe that théemmmntation of CAP 143 would
effectively address many of the issues raised by CA8 (Deemed Access Rights to
the GB Transmission System for Renewable Genejator$owever, we have a
number of concerns with the proposal as set otiienconsultation paper and so do
not support the implementation of the worked-upgioal or working group
alternative amendment. We have set out an Altem@mendment in the attached
paper which we believe better meets the aim of QAR and the applicable CUSC
objectives.

Unfortunately, the working group was not given ascéo the core data behind the
analysis of the operational restriction hours andstraint capture presented in the
paper. As a result, it was not possible to un#éteran independent assessment and
evaluation of the consequences of the amendmemosab In addition, no
background data was provided on the anticipatedlementation costs. As a
consequence, it has not been possible to commetitecanalysis or estimated costs
set out in the paper. In our opinion, this is diea restriction on the industry’s
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ability to come to a clear view on this proposatl ave would urge National Grid to
provide this information.

If you have any questions on the above, pleasethbesitate to call.
Yourssincerely

Dr. Keith MacLean
Head of Sustainable Development

CUSC Amendment Proposal CAP143
Interim Transmission Entry Capacity (ITEC) Product

Detailed Comments and Proposed Alternative Amendmen
Consultation document paragraph 3.14

Paragraph 3.14 defines the circumstances where ME®e available to users on
request. To avoid any ambiguity, there shouldrbéaad” after the semi-colon at the
end of the first bullet point. That is:

User has a Bilateral Agreement (Bilateral Connectigreement [BCA] or Bilateral
Embedded Generation Agreement [BEGA]) with Natid&aH; and

Consultation document paragraph 3.15

This states that where projects have been ‘cluttetiee release of ITEC to these
projects may be later than necessary since aflarei@ments listed in the Construction
Agreement require consents prior to the use of ITB@e believe that it may be

possible for a user in such circumstances to sesurearlier release of ITEC where
the user is prepared to pay for a smaller, bespmkeection. If the bespoke

connection can be incorporated into the clusteigdeat a later date, then the user
would be subsequently refunded. We believe thataption should be highlighted in

the consultation paper as it increases the potdygieefit and availability of ITEC.

Consultation document paragraph 3.20

This paragraph refers to the need for the SO alevaet TOs to revisit all valid

construction agreements and differentiate thosestnéssion reinforcement works
which are required to facilitate a connection te transmission system from those
that are required for wider system reasons. Gikahwe do not accurately know the
number of users that will request ITEC, we do nelidve that it is necessary (or
indeed reasonable) to undertake a review of all €@Bstruction agreements to
identify the local construction works in advance @AP 143 being implemented.
There are approximately 150 such agreements ind®cbalone while the number of
users to request ITEC is unknown at this time amy Ive relatively low. Such an
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approach would require significant resource andetifor no clear or immediate
benefit. Rather, in our opinion, the constructigreements should be reviewed on a
needs basis, that is when a user applies for ITH@is approach would be more
efficient, cost-effective, targeted and would alltive implementation date of CAP
143 to be brought forward and the benefits of ITB®Ge realised at an earlier date.

Consultation document paragraph 4.1

The main topics of discussion listed in this paagirshould include Breach of ITEC.

Consultation document paragraph 4.4 and paragrdph 4

Paragraphs 4.4 and 4.6 list the eligibility cridethat must be satisfied in order to
apply for ITEC. However, the first bullet point imoth paragraphs refer t@n
increase in TEC in the future”In our view this wording is misleading as a useyma
not be applying for an increage TEC, but simply have an amount of TEC agreed as
part of their connection agreement and be applyorgit to be advanced. We
therefore propose that the first bullet point ittbparagraphs is amended as follows:

The User has signed an agreement (Bilateral Coiomeé&greement or Bilateral

Embedded Generation Agreement)-foran-increa&id-in-the-futureand

Consultation document paragraph 4.14

This paragraph refers to ITEC being allocated uthéolevel of incremental TEC (in
MW) requested in the connection agreement. Thendment proposal did not refer
to the level of incremental TEC and we are notrckehat is meant by the term
“incremental”. We would therefore welcome clardion on this from National Grid.

Consultation document paragraph 4.43

Paragraph 4.43 refers to the interaction betwe&CIand TEC. In our view, it is not
clear from this paragraph how the interaction betwfrEC and TEC would operate
in practice or how such an interaction would affthet calculation of the Operational
Restriction Hours and we would therefore welconagifitation on this from National

Grid.

Consultation document paragraph 4.47

Paragraph 4.47 states that the Working Group agtiead Final Sums Liabilities
should apply until the power station uses ITEC &mon then the power station
should be required to pay ITEC charges. Our unaeding is that “ITEC charges”
refers to the Interim TEC Request Fee and subséqidooS charges. However, the
term is not defined and we would welcome clarifimaton this from National Grid.
In addition, if the user withdraws before full TECgranted, then we believe that the
user having requested and caused a stranded hesét be liable for the investment
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costs in providing the connection, net of any uksystem charges that they have
already paid for in their “ITEC charges”.

Consultation document paragraph 4.52

At present, if the DNO or TO cause a delay to #iaforcement works then the start
date for TEC is delayed and the user does notfthrerpay TNUOS. It is important
that the proposed arrangements are consistentwitent arrangements and therefore
any delay due to the fault of the DNO or TO shondd result in the user paying
charges for ITEC. However, where the user is aatly through no fault of the DNO
or TO the user should be liable for charges.

Consultation document paragraph 4.56

Again, the arrangements should be consistent wittent arrangements and, as such,
a user should be allowed to request a delay tddke ITEC is required and if granted,
TNUoS charges should be delayed also.

Consultation document paragraph 7.1

See our comments under paragraph 3.20 above.

Part B — Text to give effect to the Working Groulefnative Amendment

We propose the following alternative to WGAA to irape the transparency and
effectiveness of ITEC.

6.35.2.1 Aninterim TEC Request can only be made byldser when:

0] The User has received confirmation in writing frofihe
Company that The Company is satisfied that th&Jser is in
receipt of the necessaBtatutory Consentsas specified in the
relevant Construction Agreemethat User requires [in respect
of] [to enable it to construct [and operate]] thewer Statior
and

(i) The User has received confirmation in writing frorihe
Company that The Company is in receipt of the necessary
Statutory Consentsas specified in the relevant Construction
Agreement that The Company requires [in respect of] [to
enable it to construct [and operate]] tbenstruction Works.

In our view, 6.35.2.2 should be deleted as it mapt@adict the decision to allow a
user to apply for staged ITEC.
6:35:22 A Usercannot-make-anothdrterim-TEC Request-in-respect-of-a
| | iy I i tar i
respect-of-thaBilateral-Agreement
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6.35.3.3

6.35.3.5

In theinterim TEC Offer The Company will identify the level of
Interim TEC available to &Jser, theInterim TEC Period, whether
the start of thdnterim TEC Period is dependent on completion of
Local Construction Works and the programme for these of if not the
date for the start of thimterim TEC Period [and the programme for
these], the Interim TEC Operational Restrictions, anrd—the
Operational Restriction Hours, the relevant Use of System Charge
for the Interim TEC Period and the analysis that wa undertaken
to determine the Operational Restriction Hours.

Thdnterim TEC Offer shall be open for acceptance for a period of
10 [Business Dayfpfrom-the-date-of thinterim-FEC-Offer-. from its
receipt by that User unless either that User or Company makes an
application to the Authority under Standard ComditiC9 of the
Transmission Licence, in which event the InterimCIBffer shall
remain _open for acceptance until the date 14 dafysr any
determination by the Authority pursuant to such ligpgon.
Acceptance of aimterim TEC Offer shall be made by executing and
faxing back the acceptebhterim TEC Offer . An Interim TEC
Offer lapses if not accepted by thkser within such period.

The timescale for acceptance of an Interim TEC Ofeinconsistent with current
arrangements for accepting offers which is normalijonths. We therefore request
clarification on the justification for this anomaly

6.35.3.7

The Company shall as soon as reasonaligtigable publish a

6.35.3.8

statement setting out the basis upon which the @ipaal Restriction
Hours will be calculated in such form and with swigtail as shall be
necessary to enable any person to make a reasoesthitate of the
level of Operational Restriction Hours.

The Company shall, at least once in eyeay, review the information

6.35.3.9

set out in the statement prepared in accordande®®5.3.7 above in
order that the information set out in the statenskml continue to be
accurate in all material respects.

Any dispute arising under this Clause &8&veen the User and The

6.35.10

Company may be referred by either the User or Tom@any to the
Authority for determination under Standard Conditi€9 of the
Transmission Licence.

For the avoidance of doubt, at the endeflbhterim TEC Period the

User has TEC in accordance with CUBaragrapt?.3.
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Schedule 2 — Exhibit 1 (The Connection and Use g$teSn Code Bilateral
Connection Agreement)

Clause 7.4
“Interim” should be inserted as follows:

7.4  Notwithstanding any provisions in tB&JSC relating to the trade or exchange
of Transmission Entry Capacity, theUser shall not be entitled to trade or exchange
its Interim Transmission Entry Capacity within thelnterim TEC Period .

Clauses 11.7 and 11.8

Clauses 11.7 and 11.8 of the proposed legal texigie National Grid with additional
rights and remedies over and above those alreamlided for in Section 5 of the
CUSC. These additional rights have not been thgestiof industry consultation and
we do not therefore believe that it is appropriaténclude such rights as part of the
changes required to implement CAP 143. As a caresgtg, we propose that Clauses
11.7 and 11.8 are deleted and replaced with thewwig Clause 11.7.

Clause 11.7 Where tHéser breaches in whole or in part the provisions ofuS&
11.3 above without providing an explanation The Company’s
reasonable satisfaction and on more than one aetagiienThe
Company may treat such event as &vent of Default and the
provisions of Section 5 of tHeUSC shall apply.

Appendix C (Power Stations) and Appendix C (Intercector Owners)

Part 2 of both appendices refer to TEC where wieweit should be Interim TEC, as
follows.

Interim TEC(MW) during the Interim TEC Period and thereakd EC(MW)
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ANNEX 4 — CONSULTATION ALTERNATIVE REPRESENTATIONS

RECEIVED

This Annex includes copies of any representations received following circulation of
the Consultation Alternative Document (circulated on 4™ July 2007, requesting
comments by close of business on 18" July 2007).

Representations were received from the following parties:

Reference Company
CAP143-CAAR-01 Centrica
CAP143-CAAR-02 EDF Energy
CAP143-CAAR-03 E.ON UK

CAP143-CAAR-04

First Hydro Company

CAP143-CAAR-05

RWE

CAP143-CAAR-06

Scottish Power
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Beverley Viney

Amendments Panel Secretary
Electricity Codes

National Grid House

Warwick Technology Park 18 July 2007
Gallows Hill

Warwick

CV34 6DA 0141 568 4469

Dear Beverley,
Consultation Alternative Consultation Document

CAP 143 Interim Transmission Capacity Entry CapdieC) Product

Thank you for the opportunity to respond to this n@dtation Alternative
Consultation Document. This response is submittedbehalf of ScottishPower
Energy Wholesale, which includes the UK energy messes of ScottishPower,
namely ScottishPower Energy Management Ltd, Sbdtbsver Generation Ltd and
ScottishPower Energy Retail Ltd.

ScottishPower supported the Working Group Alteseathmendment in the initial
consultation as it promoted competition throughilitating the earlier connection of
additional generation capacity.

Consultation Alternative Amendment 1 — Curtailmarit ITEC and provision of
information

ScottishPower supports the provision of informationITEC contracts and the actual
usage of the X hours of curtailment within thosatects. This provides transparency
and may help potential ITEC users decide whethdTB contract is appropriate for
their requirements.

ScottishPower supports the National Grid view that System Operator (SO) should
not be bound to constrain ITEC users as a firsbrtegettering the SO decision
process in this way is bound to lead to less ecimaperational decisions and an
overall increase in BSUoS charges.

Consultation Alternative Amendment 2 — Applicateomd Offer Process
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ScottishPower supports the aim of CAA2 to clarifg pplication and offer process.

ScottishPower agrees that the proposed redraffirgU Clause 6.35.2.1 clarifies
the conditions to be satisfied before an applicatimy be made for ITEC.

Given National Grid's reassurance that the wordifigClause 6.35.2.2 would not
prevent a developer for making applications for CTBgainst each allocation of
staged TEC in the BCA it would not appear necesgargmove this clause.

ScotishPower agrees with National Grid that it widt be possible to provide the Use
of System Charge for the ITEC period where thigeds beyond the current charging
year. Provided the generic methodology for calaupthe Operational Restriction

Hours is published (as indicated by National Grahld is suitably transparent, it
should not be necessary for the analysis accompgngach ITEC offer to be

published. ScottishPower, therefore does not sugherproposed change to CUSC
6.35.3.3.

ScottishPower supports the change to 6.35.3.5 altpthe user 10 days from receipt
of the ITEC to indicate acceptance. Further, wepstipthe facility to allow the User

to refer the ITEC Offer to the Authority under Sdand Condition C9 as, although the
mechanism used may correlate to an agreement yo lwaiits nature, an ITEC Offer

represents a fundamental change to the original ,BstAilar to a new offer, and as
such, should be capable of referral for deternamati

Following the same argument as 6.35.3.3 abovetiStBbwer does not believe that
the changes to CUSC 6.35.3.7-10 will be necess$dng imethodology for calculating
the Operational Restriction Hours is published.

We agree with SSE’s assertion that the wordinglati€es 11.7 and 11.8 of the BCA
as proposed in the original amendment provides M@H rights above and beyond

those provided in Section 5 of the CUSC. The waydor these two clauses proposed
by SSE is therefore more appropriate than themaigs they leave the ITEC holder
subject to the same provisions as any other coederser.

| hope you find these comments useful. Shouldhare any queries on the points
raised, please feel free to contact us.

Yours sincerely,

James Anderson
Commercial & Regulation Manager
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ANNEX 7 — DETAILED RESPONSES TO THE CONSULTATION IYUMENT

Detailed views expressed following the Consultation

Interaction between ITEC and TEC

SSE welcomed clarification from National Grid of how the interaction of ITEC
and TEC would operate in practice, or how such an interaction would affect
the calculation of the Operational Restriction Hours.

National Grid response

Assuming implementation of the Working Group Alternative or the
Consultation Alternatives, once granted, ITEC will be treated in the same way
as TEC in the generation background to future assessments (for applications
for TEC or ITEC) against the planning criteria contained in the SQSS in order
to avoid additional constraint costs.

In practice, applications for ITEC and the subsequent calculation of
Operational Restriction Hours by the SO will be assessed on the basis of
actual or forecast TEC at the time of application (for the entire ITEC period
applied for), in addition to the volumes of ITEC applied for (and that already
granted) over that period. In the event that an ITEC applicant does not accept
their ITEC offer within the pre-defined timescales, Operational Restriction
Hours for all of those ITEC offers accepted will then be re-assessed on the
same background as previous, minus those ITEC applications that have
rejected an ITEC offer.

Access restriction

Highlands & Islands Enterprises do not believe it is necessary for the access
restriction to be set at OMW on the grounds that this appears economically
inefficient. Highlands & Islands Enterprises recommended that National Grid
should have the ability to set the access restriction as low as necessary, but
should not be obliged to set it to zero.

National Grid response

During the Working Group discussions it was noted that for most periods of
constraint, it will be necessary to curtail that level of generation to zero. As
the curtailment of ITEC is proposed to be done with a 4-hour notice period,
Physical Notifications will not yet be firm at this stage. It would therefore be
prudent system operation for National Grid to curtail that generation to zero,
due to the remaining levels of uncertainty in order to ensure that an ITEC
holder does not exacerbate constraints and impact on the BSUoS costs of
other Users.

Clustering

Where projects have been ‘clustered’ SSE proposed that it may be possible
for a User in such circumstances to secure an earlier release of ITEC where
that User is prepared to pay for a smaller, bespoke connection. Furthermore,
SSE proposed that if the bespoke connection can then be incorporated into
the cluster design at a later date, the User would then subsequently be
refunded.

National Grid response
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7 If a User is prepared to pay for a smaller bespoke connection, National Grid
see no reason why in such circumstances, a User should not be eligible to
apply for earlier release of ITEC.

8 In the event that such a bespoke connection can then be incorporated into the
cluster design at a later date, National Grid believe that the User should
remain liable for any costs associated with the bespoke connection over and
above the costs of the initial design on the grounds that those additional costs
incurred should be met by that User which exercises customer choice.

Cost neutrality

9 Highlands & Islands Enterprises requested further justification of Section 4.35
of the consultation document regarding cost neutrality for holders of TEC, in
the event that the SO made access rights available when access rights were
already sold out.

National Grid response

10 Section 4 of the consultation document provided a summary of the Working
Group discussions. Section 4.35 reflects the discussion which took place
regarding the assessment of X on the basis that additional costs will not be
incurred by BSU0S Users as a result of additional constraint costs occurring
as a result of the implementation of ITEC.

11 Following further discussions, it was agreed that the only value of X that
would guarantee cost neutrality would be that of 8760 hours. This value was
not perceived to facilitate the implementation of ITEC and based on the
analysis provided by National Grid, a 90 percent probability of capturing all
additional constraints resulting from ITEC was deemed to be reasonable in
order to facilitate a usable product, whilst minimising the risk to other Users.

12 In the event that access products were already ‘sold out’ in a certain location,
this would be reflected in the assessment of the valuation of X for the relevant
ITEC applicant.

Delayed works

13 SSE commented that the arrangements for delayed works should be
consistent with current arrangements for TEC and therefore, any delay due to
the fault of the DNO or TO should not result in the User paying charges for
ITEC. However, where the User is not ready through no fault of the DNO or
TO, the User should be liable for charges.

National Grid response

14 Throughout the Working Group discussions, it was agreed that it should be
the ITEC Users’ responsibility to negotiate the timely completion of necessary
works and that any such delay would be at the Users’ risk. In this event, the
User would be paying for ITEC but would be ineligible to use it, although they
would be eligible for liquidated damages.

15 There is no reason why the arrangements for ITEC should be consistent with
those for TEC, as the Working Group Alternative allocation process for ITEC
is fundamentally different to the process for obtaining TEC.

Delayed ITEC
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16
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18

19

20

21

22

23

SSE commented that once granted ITEC, a User should be allowed to
request a delay to the date ITEC is required and if granted, TNUoS charges
should be delayed also, so as to ensure consistency with the current
arrangements for TEC.

National Grid response

As noted in paragraph 15, there is no reason why the arrangements for ITEC
should be the same as those existing arrangements for TEC. In terms of
delaying the date at which ITEC is required, this is inconsistent with the
allocation process developed for the Working Group Alternative.

Timescales for acceptance

SSE noted that the timescales for acceptance of an ITEC Offer is inconsistent
with current arrangements for accepting offers which is normally 3 months
and therefore requested clarification on the justification for this anomaly.

National Grid response

The ITEC application process is intended to facilitate advanced access to the
transmission system. Resultantly, the Working Group Alternative considers
that all applications and subsequent offers of ITEC should not necessarily be
made under the timescales that are applicable for TEC offers, including the
potential for referral of an offer to the Authority as set by the provisions of the
CUSC.

In the event of an ITEC offer being referred and held open until the Authority
determined, this would delay the application process (and effective ITEC
availability date) of not only the applicant whose offer is referred, but also the
offers of all other applicants. Such a process would be clearly inefficient for
potential ITEC Users, when compared to the process proposed in the
Working Group Alternative.

Conduct of Working Group members

Centrica commented that a number of Working Group members attended
very few Working Group meetings, yet managed to submit votes after the final
and concluding meeting. It was noted that it was unclear as to how a fully-
informed decision can be made by a Working Group member if they are not
able to attend the majority of meetings. Centrica are hopeful that the CUSC
Panel and Working Group chairmen will be able to address this issue for
future amendment proposals, enabling an efficient and robust process.

National Grid response

At present, the CUSC does not define the mechanism by which the Working
Group assesses a CUSC Amendment Proposal against the Applicable
Obijectives of the CUSC. This could lead to a situation whereby members can
attach themselves to a Working Group, fail to attend any of the Working
Group meetings and yet remain eligible to cast a vote, potentially uninformed.

The issue was raised by a CUSC Panel member and following this, it was
agreed at the July 2007 CUSC Panel meeting that a minimum attendance
record of 50% of Working Group meetings will be required in order to cast a
vote in future Working Groups. For all future Working Groups, the terms of
reference will be drafted to give effect to this. For information purposes, a
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CAP143 Working Group attendance register identifying those Working Group
members which cast a vote is attached as Annex 7.

Provision of data

24 SSE commented that the Working Group was not given access to the core
data behind the analysis of the Operational Restriction Hours and constraint
capture presented in the paper. In addition, SSE commented that no
background data was provided on the anticipated implementation costs and
consequentially, it has not been possible to comment on the analysis or
estimated costs set out in the paper.

25 E.ON UK commented that the analysis carried out by National Grid for the
Working Group was very helpful.

National Grid response

26 The methodology by which the calculation of the Operational Restriction
Hours and constraint capture was performed by National Grid, was discussed
at length during the CAP143 Working Groups. It was not possible to provide
the Working Group with a complete dataset of the assumptions made as this
would contain commercially sensitive information which should remain
confidential.

27 Furthermore, the implementation costs of CAP143 were also discussed at
length during the Working Group meetings although unfortunately, this was in
the absence of the respondent. Throughout the Working Group discussions,
National Grid endeavoured to provide sufficient information to enable those
Users that regularly attended the Working Groups to make an informed
decision on the relevant merits of CAP143. All questions from Working Group
members were addressed at the time, without National Grid being aware of
any outstanding issues.
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ANNEX 6 — WORKING GROUP ATTENDANCE

= 11/01/2007 | 19/01/2007 | 29/01/2007 | 21/02/2007 | 09/03/2007 | 16/03/2007 | 26/03/2007 | 16/04/2007
Roberts, Hédd National Grid

Technical Secretary

Viney, Beverley / MacLeod, Liliian National Grid N N N N

In Attendance

Working Group Member Vote
Brown, Adam / Maloney, Craig National Grid Y
Anderson, James Scottish Power N Y
Chappell, Thomas npower - renewables N N N N Y
Davies, Mike Wind Energy N N N N N N N N N
Ford, Richard RES Group N Y
Gowland, Dennis Fairwind Orkney N N N N Y
Graham, Garth Scottish & Southern N N N N N N
Jones, Paul E.on N Y
Longden, Robert Alirtrictity N N N Y
Lord, Simon International Power N N N N N N N N N
MacLean, Keith Scottish & Southern N N N N N N N Y
Morris, John British Energy N Y
Morrison, Alec Scottish & Southern N Y
Reed, Bill RWE N N Y
Sainsbury, Jeremy Natural Power N N N N N N N Y
Taylor, Malcolm AEP N N N N N N N N
Wilkerson, Dave Centrica N Y
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