P415 Microsoft Teams Meeting

A Welcome to the P415 teleconferencei we 0 | | start 1 n a moment
A No video please i conserve bandwidth
AAlonmuteiuse I M if you candt break through

A Talk i pause i talk
A Lots of us are at home i be mindful of background noise and connection speeds

AfiRai se your hando feature to |l et the chair knc
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Meeting Objectives and Agenda

1. BSC Panel CBA Discussion
A NOTE the BSC Panel comments, decision and rationale in regards to P415 CBA approach

2. Supplier Compensation Volume Update
NOTE the proposers view and justification on the P415 scope in regards to Supplier
compensation volumes scope
A NOTE the BSC Change Governance comments, decision and rationale in regards to Supplier
compensation volumes scope

3. VLP Trading Party Credit Arrangements
A NOTE the proposed options to calculate Credit Assessment Energy Indebtedness (CEI)
A DETERMINE the preferred P415 Credit Assessment Energy Indebtedness (CEI) solution

4. Supplier Compensation Price Methodology
A DETERMINE the preferred data source for the Supplier Compensation Price Methodology

5. Reporting Requirements
A DETERMINE whether the Deviation Volumes should be mandatorily reported to the Supplier or
follow the customer consent model






Summary of 6" Meeting

A On 3 September 2021, the P415 Workgroup considered approach to Supplier Compensation
within the Cost Benefit Analysis, ahead of presenting this view to the BSC Panel for their
consideration.

A Having considered Workgroup feedback on the CBA options for P415, CEPA sought guidance on
preferred approach for development of models that assess the additionally of aggregated service
variants.

A In general, the Workgroup recognised that P415 has the potential to be a very sizeable market
change and so it would be worthwhile to undertake the bottom-up analysis.

A The Workgroup discussed whether mutualised compensation by Suppliers should be a required
variant within the CBA. The Workgroup felt uncomfortable with not continuing to explore both
options via the CBA and so both variants should be included.

A This is so that it does not preclude any approaches from further development and potential
presentation of both options to Ofgem as the ultimate decision maker for P415.
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Summary of 6" Meeting

Supplier Compensation Volumes

A The group considered what volumes should be used to calculate Supplier compensation under
P415, also considering whether volumes used to calculate Supplier compensation should include
balancing and wholesale market volumes (or not).

ANoting that this was wunfinished business from
group desire clarity from Elexon on whether the scope of the P415 defect (as captured in the
Proposal Form) is sufficient to encompass this issue at the next meeting.

A This is to be discussed later in this meeting.
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Summary of 6" Meeting

Credit

A The group discussed whether VLPs should lodge credit under P415 and whether volumes should
be estimated for the 5 days where calculations would not be possible.

A The group were unable to come to a firm conclusion in this meeting and it was agreed that a
worked example would be helpful in the next meeting when the group will return to this topic.

National Grid update

A National Grid highlighted that the ESO are setting up internal project groups and discovery
processes to look at what information control room might need from VLPs active in the WM, with
further updates to be relayed to the P415 group. The outcome of this process may well lead to
CUSC or Grid Code mods eventually to ensure alignment with this potential development to the
market.
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CBA Panel Decision

A CEPA presented five options differing in analytical sophistication, cost and impact, for Workgroup
and Panel consideration.

A The NGESO Panel Member highlighted NGESO6s Wi
the provider that wins the tender for the CBA work take a look at this relevant project as part of its

analysis.

A A Panel Member suggested that it should be discussed with DNOs as to what they would consider
the potential range of network impacts

A The BSC Panel:

a) AGREED that Elexon submits a competitive tender for a cost-benefit analysis of
P415wi t h Opti on 4 6 Wholesale tmpade ahlg' tolbe takegn forward,
subject to Elexon confirming with Ofgem that this would be adequate and with the
additional recommendation that a separate piece of engagement with networks be
undertaken; and

b) AGREED a bottom-up assessment methodology for the CBA.
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CBA Update

A Elexon have issued the tender to multiple service providers and are undertaking a Request for
Proposal (RFP) process.

A Following shortlisting process and legal discussions, we expect to award the contract in late
December 2021/Early Jan 22.

A The CBA will then be undertaken over an estimated (and subject to change) 4.5 7.5 months

A Further Workgroups to consider information and outcomes of the CBA, form final
recommendations on P415 and exit Assessment Phase, estimated Q2 or Q3 2022.

A Handover to Ofgem for decision in late 2022 or early 2023
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Change Governance

A Question: Is the scope of P415 sufficient to allow for changes to Supplier Compensation in the
BM? We have sought a legal opinion from our legal team.

A P415 defect captured in the Proposal Form is focused on opening up access to the Wholesale
Market for VLPs. P415 will be compensating Suppliers for VLP access to the WM - creates a
discrepancy in the Balancing Market which does not feature compensation. The desired solution
IS to compensate the Supplier for activity in the WM and BM.

A We do not believe this to be within the scope of P415. Thescope of the P415 i
require any change to the BM, Il t0s jJust that
with the P415 solution.

A We therefore believe that this should be raised as a separate Modification that could either be
progressed alongside P415 or after it is approved.
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Change Governance

A Options for ways forward:

1. Raise a Modification to align Supplier compensation in the BM to run concurrently to P415, creating a
link between the two.

A Potential efficiencies gained compared to option 2 by progressing a new Mod that links to P415
while both as in assessment at same time. Allows Mods to be aligned upon implementation.

2. Raise a Maodification to align Supplier compensation in the BM after/if Ofgem approves P415.

A Would allow Ofgem to come to a decision on Supplier compensation in the WM via P415 before
undertaking work on bringing that to the BM.

3. Do nothing.

A Elexon cannot raise a Modification on behalf of the Workgroup i in each case a Party would have to
act as the Proposer for any new Modification.
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P415 VLP Credit Arrangements

Existing BSC Parties are obligated to lodge Credit with BSCCo to participate in the Wholesale
markets.

P415 Solution Principle 3 & 5 states:

3. The VLP shall be the Balancing Responsible Party (BRP) for any wholesale market Deviation
Volumes traded. Neither the counterparty nor registered Supplier shall bear any liability for
delivery of the trade

5. 0 V L &hall have no advantage over existing Trading Parties and be subject to same rules
and requirements whereap pr opri at eo

Therefore in order to comply with solution principles VLP Trading Parties (as BRP) shall also be
obligated to lodge Credit for volumes where they are the BRP.
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BSC Credit Arrangements Recap

What does it mean to lodge Credit in the BSC?

Credit Cover is needed because Trading Charges are paid approximately 29 calendar days after a
Settlement Day occurs. Over this period a Partieso6 Credit
cover these payments in case of default.

How is it calculated?

For each Settlement Period, the Total Energy Indebtedness (TEI) is the sum over the previous 29
calendar days (including the current Settlement Day) of:

A Credit Assessment Energy Indebtedness (CEI) - a calculated estimate of indebtedness
A Metered Energy Indebtedness (MEI) - calculated indebtedness using CDCA data

A Actual Energy Indebtedness (AEI) - calculated indebtedness using trading charges
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BSC Credit Arrangements Recap (2)

1. Credit Qualifying BM Units

If the Primary BM Unit is not an Interconnector BM Unit and is required to submit Final Physical Notifications to the System
Operator, it can qualify as a Credit Qualifying BM Unit as long as it has:

A°A Production Status flag (i.ce. i tds classed as a gener at.

A Exempt Export status;
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