P374 ‘Alighing the BSC
with EBGL change and

derogation processes’
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07 June 2019
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Health & Safety

In case of an emergency

An alarm will sound to alert you. The alarm is tested for fifteen seconds every
Wednesday at 9.20am

Evacuating 350 Euston Road

= |f you discover a fire, operate one of = Please remain with a member of
the fire alarms next to the four ELEXON staff and await further
emergency exits. instructions from a Fire Warden.

m Please do not tackle a fire yourself. ® For visitors unable to use stairs,

m |f you hear the alarm, please leave a Fire Warden will guide you to a
the building immediately. refuge point and let the fire brigade

® Evacuate by the nearest signposted UGS Cu =

fire exit and walk to the assembly
point.

When evacuating please remember

® Do not use the lifts. Our team on reception is here to help
= Do not re-enter the building until the ~ You, if you have any questions, please
all clear has been given by the Fire do ask them.

Warden or ground floor security.




Meeting Agenda & Objectives

Agenda item Lead

1. Welcome and meeting objectives Elliott Harper (Chair)
2. Actions update Craig Murray
3. Ofgem’s Article 18 Letter Craig Murray
4, Legal Text Workgroup

Proposed Solution

Alternative Solution
5. Implementation timescales Workgroup
6. :ﬁ:nBt;fging EBGL mapping within Workgroup
7. Applicable BSC Objectives Craig Murray
8. Self-Governance Craig Murray
9, Any other items for Consultation Workgroup
10. Workgroup Terms of Reference Elliott Harper
11. Next Steps Craig Murray
12, A.O.B Workgroup
13. Meeting close Elliott Harper

w

Discuss actions from the last
Workgroup meeting

Highlight key points from Ofgem’s
Article 18 Approval Letter

Decide whether the Proposed or
Alternative solution better fulfils the
BSC Applicable Objectives

Agree on a method to highlight BSC
provisions that are mapped to the
EBGL

Agree the implementation
timescales for P374

Agree the next steps for P374
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Actions Update

Craig Murray



Actions from second meeting

m ELEXON - confirm how Modifications raised after EBGL Article 18 T&C approval, but

before any Authority determined implementation date, will comply with the EBGL
Amendments process

— To be presented to Workgroup

m ELEXON - determine how ELEXON will reasonably notify the TSO and market

participants when it believes a Modification could, or will likely, impact EBGL Article
18 T&Cs

— To be presented to Workgroup



Actions from second meeting

m PROPOSER - consider whether the exclusion of Project TERRE is still relevant for
inclusion in the proposed solution

m PROPOSER — amend legal text terminology and any other necessary amendments
per the outcomes of Action 3

m ELEXON - to highlight clearly on its website where Code sections contain Article 18
T&C's

— To be presented to Workgroup



Ofgem’s Article 18
Letter

Craig Murray



Ofgem’s Article 18 Letter

Rejected NGESO proposals — further amendments required

NGESO now has two months to submit a revised proposal before Ofgem has two

months to consider whether it will approve or not

Delays potential approval of EBGL Article 18 terms and conditions until 4 October

2019

Opportunity to provide clarity on in-flight BSC Modifications



Legal Text

Workgroup



Legal Text — Proposed Solution

SECTION H: GENERAL

SECTION H: GENERAL (Version 23.0)

10. BSC SANDBOX

10.1 BSC Derogations

Amend paragraph 10.1.1 to read as follows:

10.1.1 Subject to the provisions of paragraph 10.4.3, the Authority may, in

accordance with this paragraph 10, grant any person, other than a BSC
Company, a derogation from one or more provisions of the Code in which

case paragraph 10.4 shall apply (a "BSC Derogation").

Amend parasraph 10.4.3(d) to read as follows:

10.4.3 In respect of each BSC Derogation:
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Legal Text — Proposed Solution

(d) such BSC Derogation shall have no effect to the extent that it purports to
derogate from:

(1) any Licence conditions;

(1) any other Industry Code (but without prejudice to any other regulatory
sandbox arrangements);

(111) any Legal Requirement (including, for the avoidance of doubt, any
Relevant European Legal Requirement - which shall include EBGL Article
18 terms and conditions);

(1v) any provision of the Code i1dentified in Section F1.1.9; or
(v) any, provision of this paragraph 10,

and each Derogation Party acknowledges and agrees that it shall be
responsible for its compliance with any such Code provision, Licence
condition, Industry Code or Legal Requirement (for the purposes of this
paragraph 10.4.3 a "relevant legal requirement");
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Legal Text — Proposed and Alternative Solution

ANNEX X-1: GENERAL GLOSSARY (Version 84.0)

Insert the following new definitions in alphabetical ovder:

"Guideline on Electricity means Commission Regulation (EU) 2017/21952
Balancing (EBGL)":

"EBGL Article 18 terms and means the Sections of the Code constituting terms
conditions™ and conditions approved by the Authority as the

terms and conditions related to balancing pursuant to

Article 18 of the EBGL:

"Self- Governance Criteria": means, a proposal that if implemented:

(1) does not involve any amendments, whether in
whole or in part to the EBGL Article 18 terms
and conditions. except to the extent required to
correct an error in the EBGL Article 18 terms

and conditions or as a result of a factual change,
including but not limited to:

. [EE3XON




(11)

(a)

15 unlikely to have a material effect on:

(1) gxisting or future electricity

consummers; and

(11) gompetition in the generation,
distribution, or supply of electricity or
any commercial activities connected with
the generation, distribution, or supply of
electricity; and

(111) the operation of the national
electricity transmission system; and

(1v) matters relating to sustainable

development, safety or security of
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Legal Text — Proposed and Alternative Solution

supply, or the management of market or
network emergencies; and

(v) the Code’s governance procedures or
modification procedures, and

(b)  1s unlikely to discriminate between
different classes of Parties;



Legal Text

m Proposed and Alternative Solutions are aligned on the Change process: the Authority
must make the final decision on amendments to BSC provisions that constitute EBGL
Article 18 terms and conditions

m Only difference between the solutions is the inclusion of the EBGL Article 18 terms
and conditions in BSC Section H

. [EE3XON



Implementation
timescales

Workgroup




Implementation timescales

m National Grid submitted a proposed Implementation Date of 10 months following
approval of the amended balancing terms and conditions on 4 April 2019

m P374 Implementation Date could align to the Implementation Date for the balancing
terms and conditions

m P374 should be implemented as soon as possible to provide clarity to market
participants
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Identifying EBGL
mapping within the BSC

Workgroup



Identifying EBGL mapping within the BSC

= Amended National Grid mapping = Proposals capture sub-sections of:
captures the entirety of: _Section G (3)

—Section A (Parties and Participation) —Section H (3, 4.2, 4.7, 4.8, 5.5, 6, 10)
—Section O (Communication under the —Section J (3.3, 3.6, 3.7, 3.8)

Code) ( | —Section K (1.2, 2, 3.2, 3.3, 8)
—Section U (Provisions relating to :

Settlement) Section N (2, 6, 8, 12)

—Section P (2, 3)

—Section Q (3, 5.3, 5.6, 6.2, 6.3, 6.4,
7.2)

—Section S (6.2, 6.3, 11)
—Section T (1.14, 3, 4, 4.5)
—Section Z (7)

. [EE3XON



Identifying EBGL mapping within the BSC

How should clarity be provided for those provisions of the BSC that are
mapped to the EBGL?

Some options to consider:
m Guidance Note containing all provisions of the BSC mapped to the EBGL

m Make clear on the website before you open up the relevant BSC Section that it
constitutes part of the EBGL

. [EE3XON



Applicable BSC
Objectives

Workgroup




Applicable BSC Objectives

(a) The efficient discharge by the Transmission Company of its Transmission
License obligations

(b) The efficient, economic and co-ordinated operation of the GB Transmission System

(c) Promoting effective competition in the generation and supply of electricity, and (so
far as consistent therewith) promoting competition in the sale and purchase of
electricity

(d) Promoting efficiency in the implementation and administration of the
balancing and settlement arrangements

(e) Compliance with the Electricity Regulation and any relevant legally
binding decision of the European Commission and/or the Agency [for the
co-operation of Energy Regulators]

(f) Implementing and administrating the arrangements for the operation of contracts
for difference and arrangements that facilitate the operation of a capacity market
pursuant to EMR legislation

. [EE3XON



Self-Governance

Workgroup



Is P374 a Self-Governance Modification?

A proposal that, if implemented:
a) is unlikely to have a material effect on:

—existing or future electricity consumers;

—competition in the generation, distribution, or supply of electricity or any
commercial activities connected with the generation, distribution, or supply of
electricity;

—the operation of the national electricity transmission system;

—matters relating to sustainable development, safety or security of supply, or the
management of market or network emergencies; and

—the Code’s governance procedures or modification procedures, and
b) is unlikely to discriminate between different classes of Parties.

. [EE3XON



Any other items for
Consultation

Workgroup



Any other items for Consultation?

26

Do you agree with the Workgroup’s view that the Proposed Modification better
facilitates the Applicable BSC Objectives than the current baseline?

Do you agree with the Workgroup’s view that the Alternative Modification better
facilitates the Applicable BSC Objectives than the current baseline?

For the Proposed Solution, do you agree with the Workgroup that the draft legal text
in Attachment X delivers the intention of P374?

For the Alternative Solution, do you agree with the Workgroup that the draft legal
text in Attachment X delivers the intention of P374?

Do you agree with the Workgroup’s recommended Implementation Date?

Do you agree with the Workgroup that there are no other potential Alternative
Modifications within the scope of P374 which would better facilitate the Applicable
BSC Objectives?
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Any other items for Consultation?

m Do you agree with the Workgroup’s view that the P374 Alternative Solution better
facilitates the BSC Applicable Objectives in comparison to the P374 Proposed

Solution?

m Do you agree with the Workgroup’s agreed method of highlighting those parts of
the BSC that constitute the EBGL Article 18 terms and conditions of balancing?

27



Workgroup Terms
of Reference

Craig Murray



Terms of Reference

29

How should derogations be treated within the BSC on items related to the balancing
terms and conditions?

How should the balancing terms and conditions be treated within the BSC?
Is any other information required to better inform a legal position?

What are the implications of the legal interpretations on the GB market
arrangements?

What is the level of risk that is appropriate to take in regards to the processes and
legal interpretations?

What changes are needed to BSC documents, systems and processes to support
P374 and what are the related costs and lead times?

Are there any Alternative Modifications?
Should P374 be progressed as a Self-Governance Modification?

Does P374 better facilitate the Applicable BSC Objectives than the current baseline?
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Next Steps



A.O.B



Thank you



