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[bookmark: _GoBack]Meeting Minutes                
CUSC Modifications Panel          Meeting Number 232
	Date:
	29/03/2019	Location:
	L15, Faraday House, Warwick 
	Start:
	10:00 AM	End:
	15:00 PM


Participants
Attendee	Attend/Regrets	Attendee	Attend/Regrets
Jon Wisdom, National Grid Panel Member (JW)	Dial-In	Joseph Henry (JH), NGESO Code Administrator: A.O.B Plan on a Page	Attend
Simon Lord, User Panel Member (SL)	Attend		



Discussions
12.		9505							Customer Journey Update   		RH presented slides to the Panel explaining the work they have done under the Customer Journey. These slides can be found within the March CUSC Panel Pack on the ESO website[footnoteRef:5]. RH highlighted that this included the Modification Tracker, Horizon Scanning, FAQs, The Modification Process Booklet and the Critical Friend Modification. RH explained the next steps to develop these items further and highlighted that they would also be looking to develop the Plan on a Page, create a welcome page for their website and carry out a Customer Connection Seminar. RH asked the Panel to send in any feedback they may have on any of the items that they have discussed today.  [5:  https://www.nationalgrideso.com/codes/connection-and-use-system-code-cusc/meetings/cusc-panel-meeting-29-march-2019
] 	


Annex 1 – CMP303 Panel Recommendation Vote:   

Vote 1 – does the original or WACMs facilitate the objectives better than the Baseline?

Panel Member: Paul Jones
	
	Better facilitates ACO (a)
	Better facilitates ACO (b)?
	Better facilitates ACO (c)?
	Better facilitates ACO (d)?
	Better facilitates ACO (e)?
	Overall (Y/N)

	Original
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 1
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 2
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 3
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 4
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 5
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 6
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 7
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 8
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 9
	No
	No
	No
	Neutral
	Neutral
	No



	Voting statement

	

	This would result in different treatment for these assets compared with that for onshore circuits.  The methodology for onshore circuits reflects the cost of the relevant asset regardless of whether or not it was built entirely for the generation (or demand) concerned.  It seeks to provide a marginal signal to reflect the use of the assets concerned, the signal for demand being the opposite of that for generation.  It is not a cost recovery mechanism.  It calculates, through a loadflow model, what an additional MWkm would cost to transport over the asset concerned (or indeed how much would be saved with a reduction in flow).  By artificially reducing the cost per MWkm of the assets concerned, this proposal would reduce cost reflectivity of that signal and would therefore undermine competition in the wholesale market.  The WACMs which seek to socialise the costs of converter stations go beyond the scope of the defect stated in the modification proposal and further reduce cost reflectivity.



Panel Member: Andy Pace
	
	Better facilitates ACO (a)
	Better facilitates ACO (b)?
	Better facilitates ACO (c)?
	Better facilitates ACO (d)?
	Better facilitates ACO (e)?
	Overall (Y/N)

	Original
	Y
	Y
	Neutral
	Neutral
	Neutral
	Y

	WACM 1
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 2
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 3
	Y
	Y
	Neutral
	Neutral
	N
	Y

	WACM 4
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 5
	N
	N
	N
	Neutral
	N
	N

	WACM 6
	N
	N
	N
	Neutral
	N
	N

	WACM 7
	N
	N
	N
	Neutral
	N
	N

	WACM 8
	N
	N
	N
	Neutral
	Neutral
	N

	WACM 9
	N
	N
	N
	Neutral
	Neutral
	N

	Voting statement

	

	The original proposal results in a more cost reflective allocation of costs and therefore better meets applicable objectives (a) and (b) as it facilitates effective competition in the generation and supply of electricity. This will allow island projects to participate more effectively in future CfD auctions.

WACM1 and WACM2 propose to remove 50% or 100% of the costs associated with HVDC converter stations. The rationale for this is that the equivalent assets are socialised for onshore AC substations. We do not believe this results in an increase in cost reflectivity as these asset costs would be socialised and the cost fall on other generators or consumers. The fact that costs are socialised elsewhere should not set a precedent, rather the underlying principle should be reviewed. We would expect the scope of this work to be covered under the Ofgem SCR on network access and forward-looking charges.

WACM3 proposes for a bespoke calculation on a case by case. We believe that this is likely to result in more cost reflective charges and therefore better meets applicable objectives (a) and (b). However, we are also concerned that the resultant charge will be based on the capability of the asset rather than how they are used which may lessen the impact. We are also concerned that WACM3 will worsen objective (e) as it places a considerable administrative burden on NGESO according to their consultation response.

WACM4 introduces the concept of an offset element linked to the cost of a distribution variation for the network solution. Generally, we see the HVDC links as primarily being generation led and therefore the proposed solution of transmission rather than distribution is the basis on which the costs should be derived. To introduce a concept of alternative distribution assets in this instance would need to be considered as a principle and applied across the board rather than selecting a case where it is beneficial. We therefore do not consider that WACM4 better meets applicable objectives (a), (b) and (e).

WACMs 5, 6, and 7 all include the element of WACM4 which we do not believe better meets  applicable objectives (a), (b) and (e).

WACM8 proposes to pro-rate the import potential to the island and the export rating to determine a deduction from the local circuit tariff. We are concerned that this will over-allocate costs to the import and therefore does not better meet applicable objectives (a) and (b). As stated above, we believe that these assets are primarily required for generation and pro-rating the charges based on peak demand would over allocate the costs to consumers.

WACM9, includes the element of WACM8 which we do not believe better meets applicable objectives (a) and (b).





Panel Member: Laurence Barrett
	
	Better facilitates ACO (a)
	Better facilitates ACO (b)?
	Better facilitates ACO (c)?
	Better facilitates ACO (d)?
	Better facilitates ACO (e)?
	Overall (Y/N)

	Original
	N
	Y
	Neutral
	Neutral
	N
	N

	WACM 1
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 2
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 3
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 4
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 5
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 6
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 7
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 8
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 9
	N
	N
	Neutral
	Neutral
	N
	N

	Voting statement

	

	The Original appears to address a quite narrow defect and costs can be examined on a case by case basis. This has the potential to improve the cost-reflectivity of the charge that the connecting generator faces, albeit at the expense of a more complicated process. However, whilst this approach may be feasible on a forward-looking basis for new connections, it is not clear that such an assessment can be made for historical connections. This therefore results in differential treatment which may be harmful to competition.

Therefore, the Original is better against Objectives (b) but negative against (a) and (e). Overall, the Original is negative against the Baseline.

All of the WACMs appear to reduce cost-reflectivity compared to the baseline by socialising significantly more costs to other Users and thus reducing competition. In addition, many of the WACMs apply significantly more complex arrangements to calculating charges. Therefore, these are negative against Objectives (a), (b) and (e).



Panel Member: Garth Graham
	
	Better facilitates ACO (a)
	Better facilitates ACO (b)?
	Better facilitates ACO (c)?
	Better facilitates ACO (d)?
	Better facilitates ACO (e)?
	Overall (Y/N)

	Original
	Y
	Y
	Y
	Y
	Neutral
	Y

	WACM 1
	Y
	Y
	Y
	Y
	Neutral
	Y

	WACM 2
	N
	N
	N
	N
	Neutral
	N

	WACM 3
	Y
	Y
	Y
	Y
	Neutral
	Y

	WACM 4
	Y
	Y
	Y
	Y
	Neutral
	Y

	WACM 5
	Y
	Y
	Y
	Y
	Neutral
	Y

	WACM 6
	N
	N
	N
	N
	Neutral
	N

	WACM 7
	Y
	Y
	Y
	Y
	Neutral
	Y

	WACM 8
	N
	N
	N
	N
	Neutral
	N

	WACM 9
	N
	N
	N
	N
	Neutral
	N

	Voting statement

	

	The Original, WACM1, WACM3, WACM4, WACM5 and WACM7 are better in terms of facilitating Applicable Objectives (a), (b), (c) and (d) whilst being neutral in terms of (e).  Overall they are all better than the baseline.  They ensure that the charging methodology better facilitates competition as the charges associated with HVDC links are applied more cost reflectively on those that give rise to them, whilst also ensuring that EU law relating to transmission charging and renewables is taken fully into consideration; in particular regarding island regions, peripheral regions and regions of low population density.  In considering WACMs 4, 5 and 7 I’ve also taken into account that the proposal is an enabling one with each of the changes allowing the Authority to determine, if appropriate, a £ figure to be applied on a case by case basis to ensure an outcome, in terms of charging, which is in the best interest of consumers in light of the Authority’s wider statutory duties (including compliance with EU law).  In terms of WACMs 2, 6, 8 and 9 I do not believe that they achieve charges that are more cost reflective and so are not better in terms of Applicable Objectives (a) and (c) or, as a result (b) in terms of competition and they do not appear to be better in terms of the wider aspects of EU law  (so are not better in terms of (d)). 



 Panel Member: Jon Wisdom
	
	Better facilitates ACO (a)
	Better facilitates ACO (b)?
	Better facilitates ACO (c)?
	Better facilitates ACO (d)?
	Better facilitates ACO (e)?
	Overall (Y/N)

	Original
	Y
	N
	Neutral
	Neutral
	Neutral
	Y

	WACM 1
	Y
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 2
	Y
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 3
	N
	N
	Neutral
	Neutral
	N
	N

	WACM 4
	N
	N
	N
	Neutral
	N
	N

	WACM 5
	N
	N
	N
	Neutral
	N
	N

	WACM 6
	N
	N
	N
	Neutral
	N
	N

	WACM 7
	N
	N
	N
	Neutral
	N
	N

	WACM 8
	N
	N
	N
	Neutral
	N
	N

	WACM 9
	N
	N
	N
	Neutral
	N
	N

	Voting statement

	

	I support the Original in better fulfilling ACO (a) by enabling island projects to participate more effectively in the CfD auctions albeit with a negligible benefit to consumers. I am satisfied that the potentially large reduction in cost reflectivity is accounted for in the legal text which very clearly deducts costs for additional functionality only when the Relevant Transmission Owner can provide two clear costs to calculate the differential. Therefore, I am supportive of the Original in facilitating the ACO better than Baseline CUSC.

I am concerned that some of the concepts now raised as WACMs have not been thoroughly explored by the workgroup. In particular, I feel that there has been a lack of transparency in the development of WACM 4 (and associated hybrid WACMs 5, 6 and 7) and industry has not had chance to input fully into the development process. The implementation of WACM 4 (or associated hybrid WACMs 5, 6 and 7) would introduce a significant change in the approach to network charging and as such I feel strongly that it requires a robust appraisal; this simply wasn't possible in the timescales CMP303 demanded.


  



Panel Member: James Anderson
	
	Better facilitates ACO (a)
	Better facilitates ACO (b)?
	Better facilitates ACO (c)?
	Better facilitates ACO (d)?
	Better facilitates ACO (e)?
	Overall (Y/N)

	Original
	Yes
	Yes
	Yes
	Neutral
	Neutral
	Yes

	WACM 1
	Yes
	Yes
	Yes
	Neutral
	Neutral
	Yes

	WACM 2
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 3
	Yes
	Yes
	Yes
	Neutral
	Neutral
	Yes

	WACM 4
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 5
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 6
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 7
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 8
	No
	No
	No
	Neutral
	Neutral
	No

	WACM 9
	No
	No
	No
	Neutral
	Neutral
	No

	Voting statement

	

	Costs incurred in the provision of a generator transmission connection which are incurred wholly for reasons other than simply providing the ability to export from that site should be excluded from the specific local circuit charges applied to the generator. Such costs may arise from providing the additional capability to provide for two-way flows to support demand security (Original Proposal) or from the capability to provide other ancillary services (WACM 3).
Identifying the incremental cost of facilitating bi-directional flows should be feasible from the original needs case. Separating the costs of items providing additional ancillary services functionality (WACM3) should be possible but using an approximation (WACM1) may provide greater simplicity and predictability to Users.
Excluding such costs places generators subject to local circuit charges on a level footing with mainland generators and better facilitates competition (Applicable Charging Objective (a)).
Excluding such costs ensures that the local circuit charge only reflects the costs of providing the generator connection and better facilitates ACO (b).
The development of island connections has only recently commenced and developing appropriate charging arrangements better facilitates ACO (c).
All the proposals are neutral against ACOs (d) and (e).
While some HVDC converter station costs do provide additional functionality, this equipment is required to enable the basic function of HVDC circuits. Therefore, excluding all converter station costs (WACMs 2, 6, 9) would not be cost reflective or better facilitate competition.
Identification of the additional benefits of an HVDC circuit vs a distribution solution would be highly subjective and, in the gift of Ofgem, not transparent. Therefore WACMs 4, 5, 6 & 7 do not better meet the ACOs.
There is insufficient evidence that pro-rating the costs of a circuit on the basis of its import/export capability would provide an accurate allocation of the costs attributable to each capability and could lead to less cost reflective charging. Therefore, WACMs 8 & 9 do not better meet the ACOs.



 


Panel Member: Simon Lord
	
	Better facilitates ACO (a)
	Better facilitates ACO (b)?
	Better facilitates ACO (c)?
	Better facilitates ACO (d)?
	Better facilitates ACO (e)?
	Overall (Y/N)

	Original
	Y
	N
	Neutral
	Neutral
	Neutral
	Y

	WACM 1
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 2
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 3
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 4
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 5
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 6
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 7
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 8
	N
	N
	Neutral
	Neutral
	Neutral
	N

	WACM 9
	N
	N
	Neutral
	Neutral
	Neutral
	N

	Voting statement

	

	The original proposal better fulfils ACO (a) by enabling island projects to participate more effectively in the CfD auctions with minimal negative impact to consumers. As such I support the Original in facilitating the ACO better than Baseline CUSC.  The WACM's to varying degrees are all less cost reflective that the original by effectively excluding additional elements from the cost calculation (WACM 8 and 9 by pro rating) that are ultimately shared across all consumed and it is unclear if the additional cost exceed the benefit related to this sharing.  


 
Panel Member: Robert Longden
	
	Better facilitates ACO (a)
	Better facilitates ACO (b)?
	Better facilitates ACO (c)?
	Better facilitates ACO (d)?
	Better facilitates ACO (e)?
	Overall (Y/N)

	Original
	Y
	Y
	Y
	Neutral
	Neutral
	Y

	WACM 1
	Y
	Y
	Y
	Neutral
	Neutral
	Y

	WACM 2
	N
	N
	N
	Neutral
	Neutral
	N

	WACM 3
	Y
	Y
	Y
	Neutral
	Neutral
	Y

	WACM 4
	N
	N
	N
	Neutral
	Neutral
	N

	WACM 5
	N
	N
	N
	Neutral
	Neutral
	N

	WACM 6
	N
	N
	N
	Neutral
	Neutral
	N

	WACM 7
	N
	N
	N
	Neutral
	Neutral
	N

	WACM 8
	N
	N
	N
	Neutral
	Neutral
	N

	WACM 9
	N
	N
	N
	Neutral
	Neutral
	N

	Voting statement

	

	The original deducts costs for additional functionality only when the Relevant Transmission Owner can provide two clear cost statements to calculate the differential figure. This allows the principle of cost reflectivity to be applied on a quantitative basis. There are valid arguments to justify apportioning 50% of the costs of the HVDC convertor stations in a similar way to the treatment of onshore assets. There are valid arguments to examine case by case additional functionality. Attempting to conflate distribution functionality with transmission charging appears to have no recognised industry methodology base and should not be established via a CUSC modification. therefore WACM 4 and inclusors are not supported. It has been noted that WACM 8 method overstates the benefits provided to demand on the island from a newly built transmission link. It has the potential to set a precedent where users are paid/receive a discount based on the capability of an asset instead of how it is actually used in practice. WACM 9 shares these issues.


 
 Panel Member: Paul Mott
	
	Better facilitates ACO (a)
	Better facilitates ACO (b)?
	Better facilitates ACO (c)?
	Better facilitates ACO (d)?
	Better facilitates ACO (e)?
	Overall (Y/N)

	Original
	Yes
	Yes
	Yes
	Neutral
	Neutral
	Yes

	WACM 1
	Yes
	Yes
	Yes
	Neutral
	Neutral
	Yes

	WACM 2
	Yes
	Yes
	Yes
	Neutral
	Neutral
	Yes

	WACM 3
	Yes
	Yes
	Yes
	Neutral
	Neutral
	Yes

	WACM 4
	No
	No
	Neutral
	Neutral
	Neutral
	No

	WACM 5
	No
	No
	Neutral
	Neutral
	Neutral
	No

	WACM 6
	No
	No
	Neutral
	Neutral
	Neutral
	No

	WACM 7
	No
	No
	Neutral
	Neutral
	Neutral
	No

	WACM 8
	Yes
	Yes
	Yes
	Neutral
	Neutral
	Yes

	WACM 9
	Yes
	Yes
	Yes
	Neutral
	Neutral
	Yes

	Voting statement

	

	Regarding (a) (facilitates effective competition in the generation and supply of electricity) – the original and the WACMS indicated above allow relevant generators to compete fairly in the market without being handicapped by paying extra costs unrelated to the export of their power.  
Regarding (b) (…..charges which reflect, as far as is reasonably practicable, costs ….), the original and the WACMS indicated above ensure relevant generators face a cost-reflective local circuit charge, without paying for extra costs unrelated to the export of their power, or costs which benefit other users and not the connecting generators.  
Regarding (c) (…properly takes account of the developments in transmission licensees’ transmission businesses), the original and the WACMS indicated above better meet this, as HVDC island links don’t exist yet.  The original, among other scenarios, covers the case where the TO adds bidirectionality as a function to such a link – so that such a development would be properly taken account of in a fair and cost-reflective manner.  The WACMS indicated above in the table also take account of HVDC developments. (d) Compliance with the Electricity Regulation and (e) Promoting efficiency in the implementation and administration of the CUSC arrangements, do not seem relevant.
   Thus, overall the objectives are better met for the WACMS indicated above in the table.  
WACM4 and the derivatives that include it have a particular drawback.  It is not clear that the relevant numbers to make this WACM work for all island groups, or any, can be derived to same timeframe, and indeed in time for the CFD auction.  Such a timing discrepancy could impede competition, though we note the ongoing work being carried out by Ofgem.  This renders WACM4 and the derivatives that include it are for this reason unable to effectively take forward cost-reflectivity.  They attempt to address developments in transmission licensees’ transmission businesses, but do so ineffectively for the above reason. WACM8 has a strong intuitive sense to it and is easy to implement.  



 Vote 2 – Which option is the best?
	Panel Member
	BEST Option?

	Paul Jones
	Baseline

	Andy Pace
	Original

	Laurence Barrett
	Baseline

	Garth Graham
	WACM 5

	Jon Wisdom
	Original

	James Anderson
	WACM1

	Simon Lord
	Original

	Robert Longdon
	Original

	Paul Mott
	WACM 8



 Breakdown of voting:
	Option
	Number of votes

	Baseline
	2

	Original
	4

	WACM1
	1

	WACM2
	0

	WACM3
	0

	WACM4
	0

	WACM5
	1

	WACM6
	0

	WACM7
	0

	WACM8
	1














 There was no majority vote by The CUSC Panel 
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