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Summary On the request of the Credit Committee, this paper informs the Panel about the 
November Credit Committee meeting’s decisions. At the meeting the Credit 
Committee decided to decrease the Credit Assessment Price (CAP) from 
£47/MWh to £42/MWh effective from Thursday 24 December 2015. Further, the 
Credit Committee asked ELEXON to consider the processes to change the 
parameters used in the CAP review process. 

 

 

1. Credit Committee decisions  

1.1 The current value of the Credit Assessment Price (CAP) is £47/MWh, which has been effective from 12 

February 2015. We compare the CAP against a reference price, which is calculated using forward price data1. 

If the difference between the CAP and the reference price exceeds a Trigger Level (currently +/- £5/MWh), 

we initiate a review of the CAP value. Following the lower Trigger Level breach on Monday 16 November 

2015, we sent out a consultation seeking industry views on setting the CAP to £42/MWh. Two responses 

were received covering 17 BSC Parties. 

1.2 At its meeting held on Thursday 26 November 2015 the Credit Committee considered consultation responses 

and the Forward Market Price. After discussing its options, the Credit Committee decided to set the new CAP 

to £42/MWh with an implementation date of 24 December 2015. 

1.3 The Credit Committee also considered the Trigger Level value and changed it from its current level of +/- 

£5/MWh to +/- £4/MWh. This change will also be implemented Thursday 24 December 2015. 

2. Review of the CAP setting  process 

2.1 At its November 2015 meeting, the Credit Committee asked ELEXON to look into the requirements for 

changing the reference price calculation. Further, the notice period for implementing a new CAP value should 

be considered. 

Products used in the reference price calculation 

2.2 In light of the recent changes to the price calculation brought up by the implementation of BSC Modification 

P305 – Electricity Balancing Significant Code Review Developments, we are likely to see a step change in 

prices upwards if the system is persistently short. Although it is yet too soon to hold enough post P305 data, 

forward market prices may not reflect trends in system length. Other products could be used such as short 

term historical values of the System Buy Price, monthly weighting reflective of historical system lengths or 

using closer to date market prices. 

                                                

 

1 Forward price data is provided by ICIS Heren. 
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https://www.elexon.co.uk/mod-proposal/p305/
https://www.elexon.co.uk/mod-proposal/p305/
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2.3 Forward market prices may also be considered less relevant to a more marginal cash-out price. The system 

price has particular characteristics for long and short market conditions. This has displayed two price bands 

with the average system price driven by the frequency of market length. A solution could involve predicting 

an average long or short system based on monthly or seasonal effects and National Grid demand/generation 

forecasts.  

Reference quarter 

2.4 Currently, we use forward market prices starting the first day of third month ahead. We then use a three 

month period referred to as the ‘reference quarter’. 

 

2.5 This could be reviewed to allow the reference price to be calculated using closer to date market prices. 

2.6 Changing the products or the timescale used to calculate the reference price requires a change to the Credit 

Assessment Price (CAP) Review Guidance Document which must be approved by the BSC Panel. 

Notice period for implementing new CAP values 

2.7 The Credit Committee also asked to consider the possibility to review the notice period given to BSC Parties 

following a decision to change the CAP value. As of today, BSC Section M 1.4.2(b) states that any change to 

the CAP shall not be earlier than the 20th Business Day following the notification date from the BSC Panel or, 

in this case, the Credit Committee. When adding the consultation period and the clear Business Day required 

between the end of the consultation and a Credit Committee meeting, the review process takes on average 

six weeks. During that period, prices can change significantly and the newly implemented CAP may not 

reflect average prices anymore. 

2.8 Because the notice period is set in the BSC, changing it would require a BSC Modification. Reviewing the 

notice period would allow the BSC Panel to change the way the ‘reference quarter’ is chosen and the 

products used since the reference price would not have to take into account such a long review period. 

2.9 The notice period also restricts the next review under current processes. A further CAP review is not 

performed until the effective from date of the next CAP has passed. Therefore, with a CAP effective from 24 

December 2015, the earliest implementation for a further change would be the first week of February 2016.  

3. Next steps 

3.1 We note that the current process has been successful in setting a CAP reflective of System Buy Price over the 

last eight years. As more data becomes available from the new price calculations, we will determine the 

accuracy of CAP with a single cash-out price.  

3.2 There are a number of options to consider in taking the CAP review process forward. Ranging from 

amendments to the CAP review guidance document to BSC Modification. The CAP process will be under 

review and recommendations will be shared with the Credit Committee late January 2016. The Credit 

Committee can then make recommendations to the Panel if necessary. 

 

https://www.elexon.co.uk/wp-content/uploads/2015/08/cap_credit_assessment_price_v13.0.pdf
https://www.elexon.co.uk/wp-content/uploads/2015/08/cap_credit_assessment_price_v13.0.pdf
https://www.elexon.co.uk/wp-content/uploads/2015/06/Section_M_v24.0.pdf
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4. Recommendations 

4.1 We invite you to: 

a) NOTE the decisions taken by the Credit Committee at its last meeting on Thursday 26 November 2015; 

and 

b) NOTE the process for changing the CAP reference price setting elements and the notice period for 

implementing a new CAP value. 

Attachments 

Attachment A – Review of the Credit Assessment Price 

Attachment B – Consultation Responses 

For more information, please contact: 

Thomas Routier, Market Analyst 

Thomas.routier@elexon.co.uk 

020 7380 4378 

mailto:Thomas.routier@elexon.co.uk

