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	DCUSA Consultation
	At what stage is this document in the process?

	DCP 319 & 321
Removal of residual charging for embedded generators in the CDCM & EDCM
DCP 319 raised on 11 May 2018
DCP 321 raised on 12 June 2018
		01 – Change Proposal

	02 – Consultation 

	03 – Change Report

	04 – Change Declaration




	Purpose of Change Proposal: DCP 319
The intent of this change proposal is to amend the application of residual charging in respect of embedded generators.
[bookmark: _Hlk526182825]Purpose of Change Proposal: DCP 321
The intent of this Change Proposal is to amend the application of residual charging in respect of embedded generators in the EDCM.
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	The Workgroup recommends that this Change Proposal (CP) should: 
· proceed to Consultation
Parties are invited to consider the questions set in section 9 and submit comments using the form attached as Attachment 1 to dcusa@electralink.co.uk by XX XXXX XX.
DCP 319 and DCP 321 have been designated as a Part 1 Matter and a standard change.
The Working Group will consider the consultation responses and determine the appropriate next steps for the progression of the Change Proposal.

	[image: Description: Description: High_Impact]
	DCP 319: Impacted Parties: embedded generators, suppliers, demand consumers to the extent that any revenue shortfall will be reflected as an increase to demand tariffs.	Comment by John Lawton: Working group to review – the information is taken from each change proposal. Is there a difference to the impacted parties?
DCP 321:  Impacted Parties: Distribution Network Operators, embedded generators, Suppliers, demand consumers to the extent that any revenue shortfall will be reflected as an increase to demand tariffs.
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	DCP 319:  Impacted Clauses: Schedule 16 – Various	Comment by John Lawton: To be updated once legal text developed
DCP 321: Impacted Clauses:  Section 18 of DCUSA Schedules 17 and 18
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Timetable
The timetable for the progression of the CP is as follows:
Change Proposal timetable
	Change Proposal timetable: 

	Activity	Comment by John Lawton: Update the dates closer to the consultation issue date
	Date

	Initial Assessment Report Approved by Panel
	08 March 2018

	Initial industry consultation issued
	TBC 2018

	Second industry consultation issued 
	TBC 2019

	Change Report issued to Panel
	10 April 2019

	Change Report issued for Voting
	19 April 2019

	Party Voting Ends
	10 May 2019

	Change Declaration Issued to Parties
	14 May 2019

	Authority Decision
	18 June 2019

	Implementation
	01 April 2021
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1. [bookmark: _Toc188527263][bookmark: _Toc318962133][bookmark: _Toc453107796][bookmark: _Toc464564979]Summary
[bookmark: _Toc318962134]What? 
1.1 Changes are required to both the Common Distribution Charging Methodology (CDCM) and the Extra High Voltage (EHV) Distribution Charging Methodology (EDCM) to ensure that embedded generators (including storage sites) are not subject to residual charges for either demand or generation.
Why? 
1.2 Residual charges exist to ensure that distributors recover their allowed revenue. They generally recover sunk costs in respect of historic investments into network infrastructure for the purpose of serving demand customers. Embedded generators can provide a benefit to Distribution Network Operators (DNO)s by offsetting demand and so reducing the loading on, and subsequently deferring the need for reinforcement of, upstream assets. Embedded generators have an import capacity which ranges from a small capacity for start-up (of for example a wind turbine) through to a larger import capacity for the import element of a battery storage facility. 
1.3 In the CDCM, the current charging regime whereby the import element of an embedded generation connection is charged the ‘Half-Hourly (HH) metered’ tariff at the appropriate voltage (e.g. the import side of an Low Voltage (LV) connected embedded generator will be charged the ‘LV HH Metered’ tariff) exposes embedded generators to disproportionate costs in respect of residual charging for assets which the DNO has invested in predominantly for the purpose of serving demand customers, not embedded generators. 
1.4 Similarly in the EDCM, the current charging regime whereby the charges for the import element of an embedded generation connection includes an element of residual charging exposes embedded generators to disproportionate costs in respect of residual charging for assets which the DNO has invested in predominantly for the purpose of serving demand customers, not embedded generators.
How?
CDCM	Comment by Dylan Townsend: Discussed during meeting on 20 September – WG to confirm
1.5 The Working Group have discussed two potential solutions:
· Increase the credits provided on the Export Tariffs; or
· Introduction of secondary metering to meter demand associated with the operation of a generator to which new tariffs would be assigned.
[bookmark: _Toc453107797][bookmark: _Toc464564980]EDCM
add in detail

2 Governance
Justification for Part 1 Matter 
2.1 In accordance with paragraph 9.4 of DCUSA, both of these CPs are considered to be a Part 1 Matter because they:
· are likely to have a significant impact on the interests of electricity consumers; and
· are likely to have a significant impact on competition in generation. 
Requested Next Steps
2.2 [bookmark: _Toc318962135][bookmark: _Toc453107798]Following a review of the Consultation responses, the Working Group will work to agree the detail of the solution for DCP 319 & DCP 321.
3 [bookmark: _Toc464564981] Why Change?
DCP 319
3.1 Each export Meter Point Administration Number (MPAN) charged under the CDCM has an associated import MPAN, which is charged an import tariff. For example, a HH settled LV connected embedded generator will have an export MPAN on either the ‘LV Generation Intermittent’ or ‘LV Generation Non-Intermittent’ tariff (which attracts no residual charges) and an import MPAN on the ‘LV HH Metered’ tariff (which does attract residual charges). As a result, CDCM embedded generators are paying residual charges for import, with the level of residual charge paid varying dependent on the location of the embedded generator (i.e. within which DNO network the embedded generator is sited) and the size of the import (and specifically the unit volume imported since residual charging in the CDCM is applied exclusively to unit rates).
3.2 Although the identified defect in the CDCM impacts all embedded generators, it has come to light primarily as a result of increased interest in connections for battery storage. More traditional forms of embedded generation generally have small import capacities, and so residual charging on the demand element is relatively small. Storage facilities have a much higher import capacity (generally equal to their export capacity) and so residual charging on the demand element represent a significant charge.
3.3 If the change were not made, traditional forms of embedded generation will continue to be exposed to small demand residual charges as a result of their small import connections to the DNO network, whilst storage operators will face higher demand residual charges as a result of their much larger import connections to the DNO network. As a result, storage would not be competing on a level playing field with other forms of embedded generation. 
3.4 Any reduction in residual charges paid by embedded generators will be recovered from the remainder of CDCM demand customers. The demand from embedded generators is relatively small as a proportion of the total and hence the impact is expected to be noticeable but not substantial.
DCP 321
3.5 Each embedded generator with charges calculated in the EDCM has an associated import capacity, with an import tariff calculated in respect of that import capacity. The export tariff for embedded generators does not attract any element of residual charging, whilst the associated import tariff attracts residual charging in the same way as the charges for a demand only customer. As a result, EDCM embedded generators are paying residual charges for import, with the level of residual charge paid varying dependent on:
· the size of the import;
· the unit volume expected to be imported by the customer in the relevant DNO’s peak super-red period (the forecast of which is used in the calculation of residual charges); and
· the level of residual revenue of the DNO licensee to whose network the generator is connected.
3.6 Although the identified defect in the EDCM impacts all embedded generators, it has come to light primarily as a result of increased interest in connections for battery storage. More traditional forms of embedded generation generally have small import capacities, and so residual charging on the demand element is relatively small. Storage facilities have a much higher import capacity (generally equal to their export capacity) and so residual charging on the demand element represents a significant charge.
3.7 If the change were not made, traditional forms of embedded generation will continue to be exposed to small demand residual charges as a result of their small import connections to the DNO network, whilst storage operators will face higher demand residual charges as a result of their much larger import connections to the DNO network. As a result, storage would not be competing on a level playing field with other forms of embedded generation.
3.8 The solution developed will need to consider the impact on demand dominated customers with a small export capacity. If such customers were treated as embedded generators this would result in a distortion, with equivalent demand sites, one of which has a small onsite generator (and so not being subject to residual charging) and one which does not (and so is subject to residual charging), facing materially different charges. One option could be to remove residual charging on import capacities up to the level of any export capacity, with import capacity in excess of the export capacity still subject to residual charging. This would result in:	Comment by Dylan Townsend: Believe this was to be deleted. WG to confirm
· a windfarm with, for example, 20,000kVA export capacity and 100kVA import capacity paying no residual charges (as the import capacity does not exceed the export capacity);
· a storage operator with, for example, 20,000kVA export capacity and 20,000kVA import capacity paying no residual charges (as the import capacity does not exceed the export capacity);
· an industrial site with onsite generation with, for example, 5,000kVA export capacity and 20,000kVA import capacity paying residual charges in respect of 15,000kVA of import capacity (the extent to which the import capacity exceeds the export capacity); and
· an industrial site with no onsite generation with, for example, 0kVA export capacity and 20,000kVA import capacity paying residual charges in respect of the full 20,000kVA import capacity.
3.9 Any reduction in residual charges paid by EDCM embedded generators will be recovered from the remainder of EDCM demand customers.
4 [bookmark: _Toc464564982]Working Group Assessment 
[bookmark: _Toc318962139]DCP 319/321 Working Group Assessment
4.1 The DCUSA Panel established a Working Group to assess both DCP 319 and DCP 321 together since they are cover the same issue, one affecting the CDCM and the other the EDCM. The Working Group consists of DNO, Supplier and IDNO representatives, National Grid and Elexon observers and an Ofgem observer. Meetings were held in open session and the minutes and papers of each meeting are available on the DCUSA website – www.dcusa.co.uk.
4.2 The Proposer provided an overview of both DCP 319. The Proposer explained that residual charges exist to ensure that distributors recover their allowed revenue. They generally recover sunk costs in respect of historic investments into network infrastructure for the purpose of serving demand customers. 
4.3 Embedded generators can provide a benefit to DNOs by offsetting demand and so reducing the loading on, and subsequently deferring the need for reinforcement of, upstream assets. Embedded generators have an import capacity which ranges from a small capacity for start-up (of for example a wind turbine) through to a larger import capacity for the import element of a battery storage facility. This current charging regime whereby the import element of an embedded generation connection is charged the ‘HH metered’ tariff at the appropriate voltage (e.g. the import side of an LV connected embedded generator will be charged the ‘LV HH Metered’ tariff) exposes embedded generators to disproportionate costs in respect of residual charging for assets which the DNO has invested in predominantly for the purpose of serving demand customers, not embedded generators.
4.4 The Proposer stated that the detail for the solution should be developed by a Working Group, but it is initially envisaged that this change will be implemented by the introduction of a new set of tariffs which will be applied in respect of the demand element of embedded generation sites, which will mirror the existing LV HH metered, LV Sub HH metered and HV HH metered tariffs but with no ‘adder’ applied to unit rates (i.e. with no residual element). 
4.5 The Working Group noted that the issue over whether embedded generators (including storage sites) should be subject to residual charges for either demand or generation was discussed by the Distribution Charging Methodology Development Group. It was also highlighted that, within the Targeted Charging Review (TCR) consultation, Ofgem stated that storage should not pay for demand residual charging, and indicated that this is now out of scope of the TCR and should be progressed through the standing code governance routes. Based on the latter is was agreed that a CP should be raised to accommodate this area.
4.6 The Proposer highlighted that this CP covers all generation, not just Storage to remove bias and avoid creating a distortion. The Proposer explained that only progressing with the storage component would mean that a distortion between embedded generation and storage would be created and this potential distortion is what these CPs are seeking to avoid. The Proposer also explained that another distortion would also be created between similar changes being progressed in the Connection and Use of System Code (CUSC) and these under DCUSA whereby one the CUSC modifications would seek to implement a solution incorporating both embedded generation and storage and the DCUSA CPs would only incorporate storage. 
4.7 The Proposer informed the Working Group the intent for DCP321 was the same as DCP 319, the only difference being this was focussed on EDCM, which is site specific.
4.8 The Working Group discussed the wider scope of the CP to that of storage which Ofgem expressed an interest to progress though open governance and whether a formal exemption had been obtained from Ofgem since this is required if there is a Significant Code Review[footnoteRef:1] and was highlighted in the Ofgem TCR consultation document[footnoteRef:2] (Para 1.33).  [1:  TCR – SCR launch]  [2:  Ofgem TCR consultation document] 

4.9 The Ofgem representative stated that Ofgem’s position in respect to the Working Group proceeding to develop these two CPs is that the Working Group should be mindful of the ongoing TCR: SCR. In particular, the Working Group should note that within the TCR Launch document, Ofgem expressly stated that storage is outside of scope of the TCR and that the recently issued TCR consultation contains detailed rationale for not including storage. Given this, Ofgem are supportive of industry developing solutions associated with the recovery of residual for storage. It is Ofgem’s view that any Working Group seeking to develop solutions associated with residual charges for embedded generators should remain mindful of the ongoing work under the TCR: SCR. 
4.10 Members of the Working Group highlighted their concerns around the potential for Ofgem to direct that this change be put on hold due to the overlap with the TCR given that time and effort would have been expended by the Working Group. It was noted that what the Working Group want to avoid doing too much work if Ofgem are going to put it on hold in the future. One Working Group member also requested clarity around the potential for storage to be brought back into scope of a SCR and sought confirmation from the Ofgem representative on this topic.  
4.11 The Ofgem representative confirmed that they want to avoid too much overlap with the TCR and understand the Working Groups concerns about the amount of work undertaken only to be put on hold part way through the process. The Ofgem representative noted that these points will need to be considered further before an answer can be provided and as such took an action to seek views within Ofgem and provide any response to the Working Group.	Comment by John Lawton: To be updated once the position is known.

	Q1: Do you understand the intent of DCP 319 & DCP 321?

	Q2: Do you agree with the principles of DCP 319 & DCP 321?


4.12 A Working Group member mentioned that CP319 has complications. If a site has a large demand and has a small onsite generator, they should still pay, at least some, of the generation residual. The discussion broadened to potential solutions such as only the demand required to start the generator should be exempt from residual charges and opened the discussion to the examples highlighted in DCP321 (and covered under paragraph 3.12 above). The Working Group agreed that both CPs need to provide a solution for mixed sites.	Comment by Dylan Townsend: Further consideration required (discussed during meeting on 20 September)
4.13 The Working Group identified three potential solutions for these CPs which would also cater for mixed sites:
· The introduction of new Import Tariffs specifically for generators;	Comment by Shahin Miah: Removed as rejected by the Working Group. Can members confirm that they only want proceed with the two remaining solutions. May need to delete paragraphs 4.14 to 4.17
· Increase the credits provided on the Export Tariffs; and
· Introduction of secondary metering which is currently being discussed within the Balancing & Settlement Code.
New Import Tariffs specifically for generators
[bookmark: _GoBack]CDCM
4.14 The Working Group discussed the introduction of a set of tariffs that exclude residual and how this could resolve mixed sites where demand and generations are on the one site. The suggested approach is to introduce a mechanism whereby a DNO could determine a level of capacity on a generation only site for which import charges would be exempt, which would likely be almost all of the import at a generation only site but only a small proportion of the import at a mixed site.
4.15 This solution creates three new tariffs:
4.16 Each of the three tariffs would have the same tariff elements as their import equivalent tariffs however there would be an exemption to residual charges based on the generator technology installed. The table below indicates what level of exemption would apply. This has been based on………..	Comment by John Lawton: Suggest a further explanation here
	Type of generation 
	% of import capacity (required for start-up / exempt from residual charges) 

	LANDFILL GAS 
	

	COMBINED CYCLE GAS TURBINE (CCGT) 
	

	CHP SEWAGE TREATMENT, USING A SPARK IGNITION ENGINE
	

	CHP SEWAGE TREATMENT USING A GAS TURBINE
	

	WASTE TO ENERGY 
	

	WIND FARM 
	

	SMALL HYDRO 
	

	STORAGE
	


EDCM
4.17 The Working group would like Parties views on this option and the approach taken to determining the exemption being applied to both CDCM and EDCM tariffs.

	Q3: 


Increase the credits provided on the Export Tariffs	Comment by Dylan Townsend: Further consideration required (discussed during meeting on 20 September)
4.18 The Working Group discussed how a part exemption from residual charges for demand (i.e. only exempting demand associated with the operation of a generator) could be applied without needing new import tariffs for each generation technology type. There was a suggestion that, rather than reducing import charges, an easier to implement solution may be to increase credits by the same amount in order to offset demand residual charges.
CDCM
4.19 
EDCM
4.20 
	Q4: 


Introduction of secondary metering
4.21 As it currently stands, there is a reliance on boundary meters which do not distinguish between different loads behind the meter. The reliance on boundary meters is in contradiction with the belief that the basis for the calculation of consumption levies should be on final demand, i.e. excluding demand for the purpose of operating a generator. It was noted that Elexon have been exploring the idea of using secondary meters that can distinguish different loads behind the boundary meter and discussion around the idea has taken place amongst the workgroup set up to develop the Balancing and Settlement Code (BSC) modification P344 ‘Project TERRE’. 
4.22 Secondary meters are not recognised as settlement meters under the BSC, however It is highlighted that Elexon are looking at how secondary meters could be used for collating the data required for both Electricity Market Reform Settlement (EMRS) and Balancing Services Use of System (BSUoS) charges. It is noted that Elexon are starting to conceptualise a set of business rules around the possibility of using aggregators within the balancing mechanism with the aim of facilitating the necessary data collation. 
4.23 The Working Group discussed how the data from secondary meters could be used to determine the correct allocation of units being imported and/or exported on mixed or co-located sites. Specifically. the extent to which import associated/co-located with the licensed generation (including storage) can be excluded from the supply volumes used to calculate network charges.
4.24 One approach being the introduction of a user pays system, meaning that licensed generators wishing to avoid residual charges levied on imports associated with their generating units will need to ensure that those generating units (and any directly associated load) is metered separately to any other on-site load. In this scenario, data collectors would provide the relevant data to Elexon which would be aggregated and then pushed out to Suppliers and others accordingly. It was noted that the provision of non-settlement meter data is something that already exists and so a similar mechanism could be introduced to govern the use of secondary meters for this purpose.
4.25 The Working Group consider that the secondary metering approach would require significant cross code interaction and quite possibly a longer lead time to implement. 
4.26 The Working Group are seeking industry views on the secondary metering approach and welcome any comments with respect to cross code interactions and implementation timescales. 
4.27 
CDCM
4.28 
EDCM
4.29 
	Q5: 


4.30 The Working Group would like to understand which of the three options you would prefer.
	Q6: 


5 Legal Text
5.1 <to be developed further>
	Q7: Do you have any comments on the legal text?


6 [bookmark: _Toc453107801][bookmark: _Toc464564984]Relevant Objectives
Assessment Against the DCUSA Objectives 
6.1 For a DCUSA Change Proposal to be approved it must be demonstrated that it better meets the DCUSA Objectives. There are five General DCUSA Objectives and six Charging Objectives. The full list of objectives is documented in the CP form provided as Attachment 4.
6.2 The Proposer as indicated that the objectives below are better facilitated. The Working Group seeks the industry’s thoughts on which DCUSA Charging are better facilitated.
DCP 319 & DCP 321
	DCUSA General Objectives

	General Objective 1 – N/A


DCP 319 & DCP 321
	DCUSA Charging Objectives

	Charging Objective 1 – that compliance by each DNO Party with the Charging Methodologies facilitates the discharge by the DNO Party of the obligations imposed on it under the Act and by its Distribution Licence

	Charging Objective 2 – that compliance by each DNO Party with the Charging Methodologies competition in the generation and supply of electricity and will not restrict, distort, or prevent competition in the transmission or distribution of electricity or in participation in the operation of an Interconnector (as defined in the Distribution Licences)

	Charging Objective 3 – that compliance by each DNO Party with the Charging Methodologies results in charges which, so far as is reasonably practicable after taking account of implementation costs, reflect the costs incurred, or reasonably expected to be incurred, by the DNO Party in its Distribution Business

	Charging Objective 4 – that, so far as consistent with Clauses 3.2.1 to 3.2.3, the Charging Methodologies, so far as is reasonably practicable, properly take account of developments in each DNO Party’s Distribution Business



	Q8:  What DCUSA Charging Objectives are better facilitated by DCP319? Please provide your rationale.

	Q9:  What DCUSA Charging Objectives are better facilitated by DCP321? Please provide your rationale.



7 [bookmark: _Toc318962138][bookmark: _Toc453107802][bookmark: _Toc464564985]Impacts & Other Considerations
7.1 Both change proposals have a significant crossover with Targeted Charging Review (TCR) Significant Code Review (SCR) which is currently being progressed by Ofgem, which is looking at residual charging more generally. Ofgem has indicated that it views this change as a ‘quick win’ which can be progressed in isolation whilst the TCR looks at the issue of residual charging more fundamentally.	Comment by John Lawton: The quick win was related to storage. Ofgem have been asked to comment on the wider scope.
7.2 There are similar changes being developed with respect to the Connection and Use of System Code (CUSC), being CUSC Modification Proposal (CMP) CMP280 ‘Creation of a New Generator TNUoS Demand Tariff which Removes Liability for TNUoS Demand Residual Charges from Generation and Storage Users' and CMP281 ‘Removal of BSUoS Charges From Energy Taken From the National Grid System by Storage Facilities'
Does this Change Proposal impact a Significant Code Review (SCR) or other significant industry change projects, if so, how?
7.3 <to be discussed with Ofgem re wider scope>
Consumer Impacts
< to be updated>	Comment by Dylan Townsend: WG to state that demand charges will see increase but to an unknown extent. Following the consultation when developing the solution the group will include a full impact assessment.

Believe it was agreed to possibly add an overview of impact assessment similar to that which was included in the CP form as an example of high-level analysis and then ask question.

generators to be included when issuing consultation
Environmental Impacts
7.4 In accordance with DCUSA Clause 11.14.6, the Working Group assessed whether there would be a material impact on greenhouse gas emissions if DCP 319 and DCP 321 were implemented. The Working Group did not identify any material impact on greenhouse gas emissions from the implementation of this CP.
Engagement with the Authority
7.5 Ofgem has been fully engaged throughout the development of DCP 319 & DCP 321 as an observer to the Working Group Meetings.
	Q10: Are you aware of any wider industry developments that may impact upon or be impacted by this CP?



	Q11: Are there any alternative solutions or unintended consequences that should be considered by the Working Group?



8 [bookmark: _Toc318962140][bookmark: _Toc453107803][bookmark: _Toc464564986]Implementation
DCP 319
8.1 The proposed implementation date for DCP 319 was originally 01 April 2020. However, it was agreed that the implementation date should be amended to 01 April 2021 as the original April 2020 target implementation date is no longer feasible due to a need to gain Authority approval by the end of September 2018. The workplan goes beyond such a date.
DCP 321
8.2 It was agreed that both DCP 319 and DCP 321 should be delivered at the same time so the proposed implementation date is 01 April 2021. 
	Q12: Do you agree with both change proposals being implemented on the 01 April 2021?  If not please provide your rationale


9 [bookmark: _Toc464564987]Consultation Questions
9.1 The Working Group is seeking industry views on the following consultation questions:
	Number
	Questions

	1 
	Do you understand the intent of DCP 319 & DCP 321?

	2 
	Do you agree with the principles of DCP 319 & DCP 321?

	3 
	

	4 
	

	5 
	

	6 
	

	7 
	Do you have any comments on the legal text?

	8 
	What DCUSA Charging Objectives are better facilitated by DCP319? Please provide your rationale.

	9 
	What DCUSA Charging Objectives are better facilitated by DCP321? Please provide your rationale.

	10 
	Are you aware of any wider industry developments that may impact upon or be impacted by this CP?

	11 
	Are there any alternative solutions or unintended consequences that should be considered by the Working Group?

	12 
	Do you agree with both change proposals being implemented on the 01 April 2021?  If not please provide your rationale


9.2 Responses should be submitted using Attachment 1 to dcusa@electralink.co.uk no later than, xx xxxx xx. 
9.3 Responses, or any part thereof, can be provided in confidence. Parties are asked to clearly indicate any parts of a response that are to be treated confidentially.
Attachments 	Comment by John Lawton: Add in any further attachments where required
Attachment 1 – DCP 319/321 Consultation Response Form
Attachment 3 – DCP 319 Change Proposal
Attachment 3 – DCP 321 Change Proposal 
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