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

	DCP 268
DUoS Charging Using HH settlement data
Raised on the 14 March 2016 as a Standard Change
		01 – Change Proposal

	02 – Consultation 

	03 – Change Report

	04 – Change Declaration




	Purpose of Change Proposal:  
[bookmark: _Hlk504998566]The intent of this proposal is to facilitate a transition to half-hourly (HH) settlement for non-half hourly (NHH) customers by moving to a time band charging basis, based on the HH (profiled) data used in settlement.
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	The Workgroup recommends that this Change Proposal should proceed to Consultation
Parties are invited to consider the questions set in section 10 and submit comments using the form attached as Attachment 1 to dcusa@electralink.co.uk by xx xxxx 2018.
The Working Group will consider the consultation responses and determine the appropriate next steps for the progression of the Change Proposal (CP).
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	Impacted Parties:  Distribution Network Operators (DNOs), Independent Distribution Network Operators (IDNOs) and Suppliers
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	Impacted Clauses: 
Schedule 16 ‘Common Distribution Charging Methodology’, 
Schedule 17 ‘EHV Charging Methodology (FCP Model)’, 
Schedule 18 ‘EHV Charging Methodology (LRIC Model)’, 
Schedule 19 ’Portfolio Billing’, 
Schedule 20 ‘Production of the Annual Review Pack’ and 
Schedule 21 ’Portfolio Billing for Nested Networks’.





Guidance On The Use Of This Template: 
Code Administrators will produce this Report using the original proposal as the source.

The Workgroup will verify all of the information provided, adding the Impact Assessment.
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Timetable
The timetable for the progression of the CP is as follows:
Change Proposal timetable
	Change Proposal timetable: 

	Activity
	Date

	Initial Assessment Report Approved by Panel
	16 March 2016

	First Consultation issued to Parties
	18 May 2016

	First Consultation closes
	31 August 2016

	Second Consultation issued to Parties 
	17 February 2017

	Second Consultation closes
	10 March 2017

	Third Consultation issued to Parties
	

	Third Consultation closes
	

	Change Report issued to Panel
	

	Change Report issued for Voting
	

	Party Voting Ends
	

	Change Declaration Issued to Authority
	

	Authority Decision
	

	Implementation
	TBC
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1. [bookmark: _Toc188527263][bookmark: _Toc318962133][bookmark: _Toc453107796][bookmark: _Toc478637444]Summary
[bookmark: _Toc318962134]What?
1.1 The Distribution Connection and Use of System Agreement (DCUSA) is a multi-party contract between electricity Distributors, electricity Suppliers and large Generators. Parties to the DCUSA can raise Change Proposals (CPs) to amend the Agreement with the consent of other Parties and (where applicable) the Authority.
This CP seeks facilitate a transition to half-hourly (HH) settlement for non-half hourly (NHH) customers by moving to a time band charging basis, based on the HH (profiled) data used in settlement.
 Why? 
The Competition and Markets Authority (CMA) in their ‘Notice of provisional findings ’ of its Energy Market Investigation advised that the absence of a firm plan to move to half hourly (HH) settlement for domestic and microbusiness electricity customers is a feature of the Small Medium Enterprise (SME) retail electricity market in Great Britain which gives rise to an Adverse Effect on Competition (AEC).
Ofgem issued a consultation  on ‘Half- Hourly (HH) Settlement – The Way Forward’ which set out their intention to reform the electricity settlement arrangements to include facilitating Suppliers settling their domestic and smaller non-domestic electricity customers on a HH basis. HH settlement is initially proposed to be on an elective basis with a future expectation that all Suppliers will be mandated to settle their customers on a HH basis.
Both the CMA and Ofgem have produced further documentation on this topic, namely the CMA’s Energy Market Investigation Final Report  and Ofgem’s Elective Half Hourly Settlement: Conclusions paper .
DCP 268 seeks to support these initiatives by facilitating a transition to HH settlement for NHH customers by moving to a Distribution time band charging basis, based on the HH (profiled) data used in settlement. 
This change will have the additional benefits identified by the Distribution Charging Methodology Forum (DCMF) Methodology Issues Group (MIG) of:
· Simplifying the Common Distribution Charging Methodology (CDCM) by not accommodating the historic NHH charge structures;
· Moving to Use of System (UoS) charging based on HH settlement will simplify the billing framework and remove barriers for customers moving between NHH & HH settlement;
· Enables innovative NHH retail tariff structures; and
· Removes risk and complexity for all industry participants.
How?
This CP is seeking to transition all existing NHH customers on to the Red Amber Green (RAG) or Black, Yellow and Green (BYG) tariff structures, with UoS charging based on HH (profiled) data used in settlement. 
In achieving this some of the existing tariffs have been merged together (33 tariffs down to 16) with the data from each group of customers on such tariffs within the CDCM model. Tariff mapping tables (Attachment 8) for both the CDCM and the EDCM have been produced to highlight this in more detail. 
Some of the existing tariffs (LV Medium Non Domestic, LVS Medium Non Domestic and HV Medium Non Domestic), that over time would become redundant due to the move to HH tariffs introduced for PC 5-8 customers, have been merged with the Non Domestic Aggregated tariff to mitigate any remnants of such a transfer process still remaining. 
The distinction between the intermittent and non-intermittent generation is removed.  The distinction is no longer required as the DUoS charges will be on a RAG basis regardless of whether the generation is intermittent or non-intermittent. This provides a simplification to the generation tariffs and removes the existing unnecessary complication of allocating different generation across the two tariffs.
Similarly, unmetered tariffs have been reduced to one from five based on BYG tariff structures.
The Distributors will need to amend their billing systems to cater for these new tariffs and the use of RAG and BYG in preference to the Settlement time pattern regimes and for the Suppliers to determine what level of validation they require. This arrangement is currently in place for those DNOs who have delinked tariffs. 
There will be no impact on settlements, but it does allow for suppliers to introduce new innovative tariffs based on time of day to those customers with smart meters installed without the need to move for NHH to HH settlements. This therefore introduces such arrangements earlier while the issues surrounding HH settlements are resolved through open governance and the industry progresses the mandating of HH settlement in line with the Ofgem timetable.
This change proposal therefore delinks DUoS billing for NHH customers (based on a mix of profiled and actual HH data) from Supplier billing data which will over time be based on actual HH data from smart meters. As Suppliers start to use the HH settlement processes for these customers it will be a seamless process.
There may be a risk to Suppliers relating to the validation of data dependent upon the billing arrangements introduced by Distributors who do not have a de-linked solution in delivering this Change Proposal.
2 [bookmark: _Toc453107797][bookmark: _Toc478637445]Governance
Justification for Part 1 Matter 
DCP 268 is classified as a Part 1 matter and therefore will go to the Authority for determination after the voting process has completed.
This CP has been classified as Part 1 Matter as it impacts both Distributor and Supplier Parties through amendments to the CDCM.
Requested Next Steps
Following a review of the Consultation responses, the Working Group will progress to Change Report phase.
3 [bookmark: _Toc318962135][bookmark: _Toc453107798][bookmark: _Toc478637446]Why Change?
Background of DCP 268 
DCP 268 has been raised by Northern Powergrid and seeks to facilitate a transition to HH settlement for NHH customers by moving to a time band charging basis, based on the HH (profiled) data used in settlement.
Following the conclusion of the original Party voting process, the original Change Report was submitted to the Authority on 22 August 2017.
Upon review, the Authority referred DCP 287 back to industry in a letter dated 20 October 2017 noting, amongst other things, that the impacts of DCP 268 on Distributor Generator (DG) Parties had not been considered fully and that the implementation date required further development based on Party votes. 


4 [bookmark: _Toc478637447]Code Specific Matters 
Reference Documents
N/a
5 [bookmark: _Toc478637448]Working Group Assessment 
[bookmark: _Toc318962139]DCP 268 Working Group Assessment
1.1 Following a number of Consultations and RFIs undertaken prior to the first voting round for DCP 268, Ofgem’s referral letter back to industry noted that an impact assessment on CDCM Generators was required. As a result of this, the DCUSA Charging Objectives were reviewed and it was agreed that the existing rationale was applicable to both Demand and Generation Customers, which was clarified and updated. This rationale can be found in Section 7 of this Consultation. 
1.2 Additionally, the Implementation Date was discussed, with some Working Group Members noting that the 12 month lead time was not considered enough lead time considering the comments received from vote responses, however some other Working Group Members noted that extending the implementation date to April 2021 would not be appropriate considering the amount of time that has already elapsed since DCP 268 was first proposed.
1.3 As a result, it was agreed that industry views should be sought on the two proposed implementation dated as part of this consultation.
Second Request for Information
1.4 Following the referral back to industry from Ofgem, the DCP 268 Working Group agreed that an analysis of intermittent and non-intermittent generators was required to ascertain the impacts on the charging methodologies. Looking at the impact assessments undertaken as part of the DCP 268 change declaration, it was discovered that the analysis aggregated the intermittent and non-intermittent generators and assumes that the average of the intermittent generators acts in the same way as the average for non-intermittent generators; which is not in line with DNO expectations.
1.5 In order to understand the impacts to intermittent and non-intermittent generator customers, it was agreed that an RFI would need to be issued to DNOs quickly to verify the assumptions made as part of the previous modelling request. The result of this RFI can be found as Attachment X.
<INSERT CLAUSE ON WG CONCLUSIONS BASED ON RFI FINDINGS>
Working Group Conclusions

DCP 268 Impacts on Demand and Generation
1.6 The table found as Attachment X illustrates the number of customer and energy volume by the current generation customer groups.  All existing generation over 30kW is already required by the BSC to be settled on a half hourly basis, although the Intermittent tariffs are set as a single unit rate irrespective of when the generation enters the distribution network.

1.7 If the aim of generation credits are to be perfectly cost reflective, which I would loosely define as exactly reflecting the cost or benefit to the DNO of an incremental unit of generation at that time and location, then the differential is not justified – it doesn’t matter whether the incremental unit comes from an intermittent or non-intermittent source; the benefit of that unit is the same. The increased benefit to the DNO comes from the controllability of the non-intermittent generator, but the non-intermittent generator will be fairly rewarded for this if they provide more benefit to the DNO, i.e. if they can actively (non-intermittent), or fortuitously (intermittent), respond to the DNO cost signal and export more units at peak times when the generation credit is higher.

1.8 Differentiating between the two was initially on the basis that intermittent generators had no way of responding to the cost signal. But that does not justify not giving them any price signal at all, in fact not giving the price signal creates a distortion between different technologies. For example a wind farm and solar farm on the same area of network with the same annual kWh output will, under the existing regime, receive the same credit. But the solar farm will never be operational at winter peak whilst the windfarm likely will be on at least some days – so the wind farm is of greater value, particularly when considered in the context of a variety of different technology types connecting and so creating some diversity meaning the DNO can rely on at least some output when planning their higher voltage network. So whilst the generator might not be able to respond to the cost signal on an ongoing basis, they can respond at the point in time when they have a vacant site and are deciding what to do with it, and the current credits could be seen to under-value intermittent generation sources which may be active at peak.

1.9 Under a consistent RAG charging framework the economics of installing storage to ‘load shift’ energy from cheaper times to peak times is given an appropriate cost signal, i.e. a solar farm charging batteries which discharge to the network during the peak demand period receives benefit from their investment in batteries whereas a flat rate tariff .  The current flat rate does not provide this incentive.
1.10 It is of direct relevance that a consultation was initiated on 12 Jan 2018 to revise Engineering Recommendation P2 - Security of Supply to edition 7.  The proposed revisions to Engineering Recommendation P2, edition 7, remove any reference to the terms “Intermittent Generation” and “Non-intermittent Generation”.  As a result, assuming the Engineering Recommendation P2 consultation results in adoption of the proposed changes in 2018 it results in an administrative ambiguity as to the definitions in DCUSA which explicitly refer to Engineering Recommendation P2/6.  Link: www.dcode.org.uk/consultations.html .  This strengthens the view that DCUSA should not cross refer to what will be a superseded version (P2/6) of an Engineering Recommendation.  The reasons for the proposed revisions are set out in the consultation documents, but reflect the industry wide discussions that the definitions do not reflect current relevant engineering distinctions.


Ofgem market wide half hourly settlement

1.11 The Ofgem SCR considering market-wide half hourly settlement[footnoteRef:1] and the Jan 2018 updated Target Operating Model Design Principles[footnoteRef:2] also required consideration as part of this proposal  The prime intention of the SCR is to make the ‘cost of supplying customers more reflective of actual half hourly consumption’ in this context part of the customers costs (through their supplier) is the DUoS costs, while eventually all customers are expected to have a half hourly meter, this is unlikely that installations will be complete, or completely settled half hourly until well in the 2020s. [1:  www.ofgem.gov.uk/publications-and-updates/ofgem-response-feedback-significant-code-review-launch-statement]  [2: https://www.ofgem.gov.uk/system/files/docs/2018/01/updated_target_operating_model_design_principles.pdf] 

1.12 Ofgem will use the measures below as a guide when taking decisions on options and recommendations for the TOM design. Arrangements should: 
· Make the cost of supplying customers more reflective of actual half-hourly consumption, thereby: 
· Promoting the efficient use of, and investment in, energy infrastructure to minimise system costs for all consumers; 
· Creating opportunities for consumers to benefit from increasing the granularity of their metering data; 
· Reduce the elapsed time required to complete the settlement of any given consumption period; 
· Reduce the settlement error (i.e. the difference between generation and consumption) that has to be smeared across suppliers and reduce post final reconciliation runs changes; 
· Minimise the costs of data collection and settlement processing3; 
· Ensure appropriate customer treatment across all types of supply point by suppliers regardless of meter type; 
· Promote effective competition in energy markets; 
· Ensure the solution is robust and flexible to accommodate change; 
· Minimise delivery risks for participants; 
· Ensure that customers are moved across to market-wide HHS in accordance with the transition approach set out by the Business Case; 
· Reduce the Balancing and Settlement Code (and other codes where relevant) credit cover costs to participants; and 
· Not impede the entry and development of new technologies and energy business models which may offer new energy services to customers and smooth the transition to a smart, flexible energy system. 

6 [bookmark: _Toc478637449]Solution and Legal Text
The legal text can be found as Attachment X

7 [bookmark: _Toc453107801][bookmark: _Toc478637450]Relevant Objectives
Assessment Against the DCUSA Objectives 
For a DCUSA Change Proposal to be approved it must be demonstrated that it better meets the DCUSA Objectives. There are six DCUSA Charging Objectives. The full list of objectives is documented in the CP form provided as Attachment 3.
The Working Group considers that the DCUSA Charging Objective 2, 3 and 4 are better facilitated by DCP 268 although Charging Objective 1 is negatively impacted. However, when considered together there is a unanimous view that the DCUSA Charging Objectives are better facilitated by the change proposal. The reasoning against each objective is set out in the table below:
	Impact of the Change Proposal on the Relevant Objectives:

	Relevant Objective
	Identified impact

	Charging Objective One - 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
	Negative impact
· It will place additional costs on a minority of Distributors who are not currently using systems capable of de-linking. (Demand and Generation)

	Charging Objective Two - that compliance by each DNO Party with the Charging Methodologies facilitates 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)
	Positive impact
· This change allows greater flexibility in the supply industry to offer time of use tariffs. The development by suppliers of innovative tariffs will facilitate competition in electricity supply (Demand and Generation); and
· The provision of appropriate cost signals to encourage efficient use of the distribution system subject to the appropriate metering being installed (Demand and Generation).
· 

	Charging Objective Three - 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
	Positive
· Where appropriate metering is in place, the costs of using the network will not be smeared, but based upon each Suppliers portfolio of customers (Demand and Generation); and
· Where appropriate metering is in place, use of the specific DNO time bands more accurately reflect the costs of using the distribution network (Demand and Generation).

	Charging Objective Four - that, so far as is 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
	Positive
· this change sits “alongside the developments in half hour metering and smart meters

	Charging Objective Five - that compliance by each DNO Party with the Charging Methodologies facilitates compliance with the Regulation on Cross-Border Exchange in Electricity and any relevant legally binding decisions of the European Commission and/or the Agency for the Co-operation of Energy Regulators.
	None

	Charging Objective Six - that compliance with the Charging Methodologies promotes efficiency in its own implementation and administration.
	· DCP 268 reduces the number of tariffs from 33 to 16 and provides long term simplification in the calculation of the tariffs (demand and generation).



Q

8 [bookmark: _Toc318962138][bookmark: _Toc453107802][bookmark: _Toc478637451]Impacts & Other Considerations
Does this Change Proposal impact a Significant Code Review (SCR) or other significant industry change projects, if so, how?
1.13 This change impacts IDNOs, DNOs and Suppliers as it transitions all existing NHH DUoS tariffs on to the Red Amber Green (RAG) or Black, Yellow and Green (BYG) arrangement. 
Consumer Impacts
The Working Group considered that this change would benefit from Parties being able to understand its impact in a modified CDCM model with impact estimates (See Consultation two, Attachment 5). DNO Working Group members successfully populated the DCP 268 CDCM model and replicated the expected resulting outputs from this modified model. A template was developed to aid Parties in determining the impact of this change which has been updated for each Distribution area against 2018/19 tariffs. 
This summary workbook displayed the impact on all DNOs and a zip file contained workbooks for each DNO. It used the volume forecast (from 2018/19 published models) for each customer group, and split the units across the RAG time bands as accurately as possible using other CDCM inputs. An annual charge per customer on the basis of the published volume forecast with published tariffs was calculated.
Parties were invited to comment on the impact of the DCP 268 solution incorporated in to the CDCM model under question 7 of consultation two.
In the All DNO Impact Assessment excel spreadsheet, there is a customer impact and group impact tab. The group impact tab provides an overview of the portfolio customer showing a reduction for domestic customers of 0.02% and a maximum increase of 2.60%. The non-domestic aggregated customer shows an increase of 2.77% and a maximum reduction of 0.52%.
8.1.1 The distinction between the intermittent and non-intermittent generation is removed.  The distinction is no longer required as the DUoS charges will be on a RAG basis regardless of whether the generation is intermittent or non-intermittent. This provides a simplification to the generation tariffs and removes the existing unnecessary complication of allocating different generation across the two tariffs. As a result, the generation group charges have reduced.
8.1.2 Generation – Reactive Power.  A separate tariff without reactive power is identical to the other generation tariffs albeit without the reactive charge element.
8.1.3 Domestic - The domestic customer group sees a small increase due to their contribution to the red time band; however, the change to a RAG tariff structure will enable suppliers to offer customers in this group a more transparent time of use tariff if they so choose.  The Supplier can identify the changed usage either through HH metering or through appropriate SSC/TPRs reflecting the different DUoS time bands.
8.1.4 Customers in this group would then be able to respond to the cost signals by moving their usage in the red time band into the amber or green time bands reducing their energy costs.  
HV Medium customers – the number of these customers is low and they are currently paying considerably less in DUoS charges than an equivalent HV Site Specific tariff.  This DCP eliminates this anomaly by ensuring that the tariffs are equivalent and cost reflective.  Therefore, the relatively few HV medium customers being migrated onto HV Site Specific tariffs are expected to see an increase in DUoS charges.  The numbers of HV Medium customers is expected to have reduced by April 2019 as all the customers will have HH metering and should migrate to HV site specific charging in April 2017.  If there are any HV Medium customers remaining at 31 March 2019 then Distributors and Suppliers will need to determine the most appropriate new tariff to apply, the default arrangements for domestic tariff might apply but would result in artificially low charges
As referred to above, there are some larger than average increases (or decreases) in a small number tariffs in selected regions which is largely as a result of scaling in the methodology. Positive scaling (where the methodology increases the initial yardstick charges to recover the allowed revenue of the DNO) will see an increase in the unit charge, whereas negative scaling (where the initial yardstick charges are reduced) will see a decrease in the unit charge and in more extreme cases can see the removal of the amber and green unit rates, as can be seen in one DNO region. However this is not a factor solely of DCP268 and is simply more noticed as a result of the RAG (or BYG) approaches being introduced for all tariffs. No party expressed a significant concern with the changes to tariff rates as a result of this change. 
Environmental Impacts
8.2 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 268 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
8.3 Ofgem has been fully engaged throughout the development of DCP 268 as an Observing member of the Working Group.
9 [bookmark: _Toc318962140][bookmark: _Toc453107803][bookmark: _Toc478637452]Implementation
The reasons for rejection of the implementation date during the first voting round for DCP 268 were broadly for several reasons:
· Lead time for implementation of changes.  Since the last consultation in spring/summer 2017 the reasons for some of the respondents may have changed.  Any changes will be captured as part of the forthcoming consultation.
· Customers contracted.  The DCUSA has a framework of giving significant notice of forthcoming methodology changes.  This framework is intended to support Suppliers having sufficient notice of tariff changes.  This proposed change has been under development since March 2016, so all Parties are aware of the proposals and the indicative implementation date.
9.1 The revised proposed implementation date for DCP 268 is 01 April 2020 or 01 April 2021.
10 [bookmark: _Toc478637453]Consultation Questions
10.1 The Working Group is seeking industry views on the following consultation questions:

	Number
	Questions

	1 
	

	2 
	

	3 
	

	4 
	

	5 
	

	6 
	

	7 
	

	8 
	

	9 
	

	10 
	

	11 
	

	12 
	


10.2 Responses should be submitted using Attachment 1 to dcusa@electralink.co.uk no later than, xx xxxx 2018. 
10.3 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 
Attachment 1 – Response Form
Attachment 2 –  Ofgem Decision Letter
Attachment 3 – DCP 268 Consolidated Votes
[bookmark: _GoBack]Attachment 4 – DCP 268 RFI 2 Responses
DCP 268		Page 14 of 14	Version 1.0
DCUSA Consultation	© 2016 all rights reserved	xx xxxx 2018
image3.emf

image4.jpeg




image5.jpeg
&)
@)




image1.png




image2.jpeg




image6.png




