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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Slido Guidance

Aln order to ensure that all partici pannferddISv oi ¢
Power Point.

A Everyone should be able to provide views live during the presentation using Sli.do
A 1 vote per organisation

Requirements:

A Internet access

A Web browser

Joining as a participant? # Entercode here (@)
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Meeting Objectives and Agenda

1. CBA Approach
A DISCUSS the hypothesised P415 balancing market benefit to feed into the CBA.

2. P415 Solution
A CONDUCT anend-to-endr evi ew of t he lutiorptodate;r 6s P415
A DETERMINE an opinion whether an alternate solution better addresses the defect (or not); and
A AGREE the P415 solution requirements
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Meeting Objectives and Agenda

Welcome and meeting objectives

Meeting 8 Summary

Understanding Hypothesised P415 Balancing Market Benefit
P415 End to End Solution Review

Next Steps

Meeting Close

Elliott Harper (Chair)

lvar Macsween (Elexon)

Lewis Heather (CEPA), Workgroup
Matthew Roper (Elexon), Workgroup
lvar Macsween

Elliott Harper
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Summary of 8" Meeting

CBA Update

A Elexon updated the Workgroup with the information that Elexon had identified a Preferred Supplier
and intended to award the contract for the CBA work to them shortly after the meeting. Elexon also
clarified that the CBA process is projected to take around 6-7 months, with work expected to begin
In January 2022, and that the BSC Panel have approved funds so that the work may commence.

AFurther communications about the Preferred Su
relayed to the group shortly, but will likely take the form of targeted bilateral engagements and
workshops, assisting in the definition of the counterfactual, testing of assumptions and finalising

the approach for incorporating variants into the analysis.
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Summary of 8" Meeting

Amendment to P415 Solution Principle 4

A The Workgroup considered the previously agreed P415 solution principles. One member
suggested a change to Principle 4 6The regi st ¢
chosen to use VLP independent aggregation services shall receive [no benefit] nor suffer detriment
from s uc h recegniseidiffeecitial that Suppliers could receive under P415. One member
prefers the wording ono specific benefitd whil
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Summary of 8" Meeting

P415 Solution: Supplier Compensation Volumes

A Elexon summarised the agreed P415 imbalance solution summary, noting that the Workgroup
previously chose not a distinguish between BM and WM volumes included in the Deviation
Volume. Therefore the impacted Supplier was to be compensated for both BM and WM volumes
(i.e. all the calculated Deviation Volumes).

A Elexon legal advice confirmed that compensating BM volumes is not within scope of the P415
defect. Should Supplier BM compensation be included in the solution and is legally challenged
then the challenge is likely to be successful. Therefore the P415 solution should only compensate
Suppliers for WM Volumes.

A As Supplier adjustments are calculated on a MSID basis the P415 solution needs to distinguish
between BM and WM volumes at this level.
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Summary of 8" Meeting

Non-delivery calculation

A The non-delivery calculation identifies per Settlement Period whether a BMU has delivered against the
balancing actions it has received and whether it has benefitted from that non-delivery. To do so it
compares a BMU Expected Metered Volume (QME) against the actual BMU Metered Volumes (QM).
Settlement then compares the price the Party will be paid (i.e. Acceptance Price) against the price the
party will be charged for non-delivery (Imbalance Price). The WG previously wanted no change to the
P376 non-delivery calculation.

Qutcomes

A The Workgroup confirmed that they do not have a conceptual problem with proportional allocation, and
that not distinguishing between BM and WM in energy imbalance calculations (counting all the supplier
Imbalance position correction as balancing volumes) was not seen as an issue, with members
describing this as just a label, with it being more important to come out with the right number.

A 1t was also noted by the Proposer that the need to separate WM and BM volumes for different supplier
compensation treatment is likely to be temporary (as there should be a subsequent mod to align the
compensation treatment) and he favoured this simple solution.
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Important information = CEEA

This document was prepared by CEPA LLP (trading as CEPA) for the exclusive use of the recipient(s) named herein.

The information contained in this document has been compiled by CEPA and may include material from other sources, which is believed to be reliable but has not been verified or audited. Public
information, industry and statistical data are from sources we deem to be reliable; however, no reliance may be placed for any purposes whatsoever on the contents of this document or on its completeness.
No representation or warranty, express or implied, is given and no responsibility or liability is or will be accepted by or on behalf of CEPA or by any of its directors, members, employees, agents or any other
person as to the accuracy, completeness or correctness of the information contained in this document and any such liability is expressly disclaimed.

The findings enclosed in this document may contain predictions based on current data and historical trends. Any such predictions are subject to inherent risks and uncertainties.

The opinions expressed in this document are valid only for the purpose stated herein and as of the date stated. No obligation is assumed to revise this document to reflect changes, events or conditions,
which occur subsequent to the date hereof.

CEPA does not accept or assume any responsibility in respect of the document to any readers of it (third parties), other than the recipient(s) named herein. To the fullest extent permitted by law, CEPA will
accept no liability in respect of the document to any third parties. Should any third parties choose to rely on the document, then they do so at their own risk.

The content contained within this document is the copyright of the recipient(s) named herein, or CEPA has licensed its copyright to recipient(s) named herein. The recipient(s) or any third parties may not
reproduce or pass on this document, directly or indirectly, to any other person in whole or in part, for any other purpose than stated herein, without our prior approval.
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About us = CEPA

economics matters

A CEPA is an economics consultancy based in London, with an office in Sydney, Australia.

AWe advise private and public-sector clients worldwide about matters where economics, finance and
public policy overlap.

AOur energy sector experience spans the globe and features projects from across the supply chain.

Price control reviews

(inc. incentives, cost Market design and Renewable energy

assessment and cost competition issues support schemes
of capital)

Tariff design and

Economic and Retail policy and

charging financial modelling consumer issues

methodologies

Flexibility and the

energy transition

M Countries in which CEPA has energy experience

AWe have extensive experience in undertaking cost benefit analyses (CBAS) for clients across the
energy, transport, and water sectors.

AWe recently supported Elexon with a CBA of modification P379 (meter splitting).
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Agenda CEPA

1. Introduction
2. Key elements of methodology

3. Impacts of P415 on the balancing market
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CEPA

Introduction

ACEPA has been appointed to carry out a CBA of BSC Modification P415.
AThis follows our initial work on scoping options for a CBA. We attended a
Workgroup to discuss options for the CBA last year.

AWe will be discussing our methodology in more detail at the Workgroup session on
22nd February

Objectives of this session:

1. Provide a high-level summary of key elements of the methodology. This
under standing may be relevant for the W
modi fication i n the remainder of todayo:

2. Discuss the hypothesized benefit relating to the balancing market. This
discussion will inform our approach for analysis of the benefit.
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Key elements of the methodology CEPA

Benefits

Wholesale market / \
impact

Generation
capacity impacts \ /

Balancing market i ) Assessment
impacts s )
<
Network impacts

Impact

. y
. . e N
Financial costs
Unintended % )
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Modelling methodology CEPA

To appraise modelled benefits, we will set up the wholesale market model as follows:

Feature Model definition

Overarching

A Single wholesale market model

structure A Endogenous dispatch, price formulation and carbon intensity assessment
Model runs A Modelling against three background scenarios, drawing on NG Future Energy
Scenarios
A Modelling of two compensation variants and counterfactual
Temporal A 10-year modelling horizon
definition A Modelling of three spot years with interpolation of key variables between years

A Hourly granularity of dispatch and price formulation

Generation and
demand

A Modelling of c. 20 generation archetypes and c. 10 demand archetypes

A Definition of three aggregator archetypes, drawing on data provided to us by
aggregator Workgroup participants.

A Endogenous entry of aggregation capacity and assessment of required
generation capacity to meet demand.
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Balancing market impact CEPA

AWe would like to better understand the hypothesised mechanism for benefits of P415 for
balancing market costs.

AFrom previous engagement we identify two possible mechanisms:

1. Positive externalities: Additional revenue opportunities will increase volumes of
aggregation in the market. This will have positive externalities for other markets,
including the balancing market.

2. Net Imbalance Volume (NIV) reduction: Additional volume of flexible aggregation in the
wholesale market will generally work in the opposite direction to the imbalance position.
This mechanism assumes that this activity will tend to reduce the NIV relative to the
counterfactual in which aggregation is not participating.

Which of these hypothesised mechanisms do you agree with?

Which do you expect will be the most significant?
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= CEPA

economics matters
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E2E Objectives

1. P415 Solution
A NOTEthePr op os e rsblstionP 4 15
A DETERMINE an opinion whether an alternate solution better addresses the defect (or not)

A AGREE the P415 solution requirements

We will be discussing alternate solution elements (where WG consensus has not been reached) and
will be asking WG to vote on their initial / current preferred solution (noting we are awaiting the CBA

results).
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P415 Solution Principles

1.

Through independent aggregation a VLP shall be able trade Deviation Volumes on the wholesale
market on behalf of their customer(s). These trades shall be captured in the same manner as existing
Parties i.e. ECVN.

Deviation Volumes are a measurable commodity that represent an import/export MWh deviation to
the Total System

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

The registered Supplier at a site where the customer has chosen to use VLP independent
aggregation services shall receive no direct benefit nor suffer detriment from such service.

VLPs shall have no advantage over existing Trading Parties and be subject to same BSC rules and
requirements (where appropriate)

Through independent aggregation a VLP shall be able to trade Deviation Volumes in the wholesale
market and provide other flexibility services during the same Settlement Period on behalf of their
customer(s).



P415 Timeline

A Pre GCT Activity: Registration activity (Qualification / P376 Baseline SBMU / MSID Pair Allocation / Credit)
BOA activity (FPN / BOD / Dynamic Data)
WM activity (SBMU WM Notification)

A Pre Settlement Period Activity: Contract Notifications (ECVN and MVRN)

A Post Settlement Period Activity: Settlement (SEV / Deviation Volumes / Compensation / Imbalance Volumes)

BEFORE GCT

BALANCING MECHANISM

SETTLEMENT

(Baseline SBMU\

MSID PAIR 1 (B)
MSID PAIR 2 (B)

WM NOTIFICATION

MSID PAIR 3 (S)
MSID PAIR 4 (S)

\I\/ISID PAIR 5 (I))

\ J
|

v

SV

BOD
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FPN

GATE CLOSURE

A

ECVN

MVRN*

CONTRACT
SUBMISSION DEADLINE

BOA

v

30 MIN
SETTLEMENT PERIOD

-

BASELINE
BASELINE Vol 1 EXPECTED
BASELINE Vol 2

VOLUME (BEV)

- Y,
>
SETTLEMENT
SV +BEV = EXPECTED
VOLUME (SEV)
- Y
r R

SEV USED TO CALCULATE
DEVIATION VOLUMES, NON-
DELIVERY, VOLUMES, SUPPLIER
COMPENSATION VOLUMES

14 MONTHS



TRADING PARTY

(VLP)
REGISTRATION
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