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	[bookmark: _Hlk31877162]CMP334:
Transmission Demand Residual - consequential definition changes (TCR)
Overview:  As per the Authority’s Targeted Charging Review (TCR) SCR direction the Demand Residual is to be applied only to ‘Final Demand’ on a ‘Site’ basis. CMP334 seeks to define these terms in a manner which is consistent with DCUSA Change Proposal 359
	Modification process & timetable                          	Comment by Paul Mullen: Looking to extend deadline for CAC and give Panel less time to review Draft Code Modification Report. Not yet agreed what these dates would be
Need to check Workgroup Consultation Dates before sending

	Have 5 minutes?  Read our Executive summary
Have 20 minutes? Read the full Workgroup Consultation document 
Have 30 minutes? Read the full Workgroup Consultation document and annexes 

	Status summary: Workgroup Consultation.  The Workgroup are seeking your views on the work completed to date to form the final solution(s) to the issue raised

	This modification is expected to have a: high impact
	NGESO, Suppliers, Demand Users (connected to the Transmission Network or Distribution network) and Distribution Network Operators.

	Governance route

	This modification will be assessed by a joint CUSC/DCUSA Workgroup and Ofgem will make the decision on whether it should be implemented

	Who can I talk to about the change?

	Proposer: Grahame Neale, National Grid ESO
grahame.neale@nationalgrideso.com
07787 261 242
	[image: C:\Users\jennifer.groome\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.Outlook\CFEZJGZS\portraits_1603005_073.jpg]Code Administrator Chair: Paul Mullen 
paul.j.mullen@nationalgrideso.com
07794 537 028

	How do I respond?
	Send your response proforma to cusc.team@nationalgrideso.com by 5pm on 6 April 2020
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Executive Summary

CMP332 is developing a methodology for the Residual to be applied only to ‘Final Demand’ on a ‘Site’ basis (as per Ofgem’s TCR Direction[footnoteRef:2]); however, CMP332 is not defining these terms. CMP334 seeks to define these terms in a manner which is consistent with DCUSA and in line with paragraphs 14-17 of Ofgem’s TCR Direction.  [2:  https://www.ofgem.gov.uk/system/files/docs/2019/12/full_decision_doc_updated.pdf
] 


What is the issue?
Currently, the CUSC has no concept of ‘Final Demand’ and ‘Single Site’ and this needs to be added to allow the methodology that is being developed under CMP332 to function.

[bookmark: _What_is_the]What is the solution and when will it come into effect?
Proposers solution: The ESO seeks to add definitions of “Single Site”, “Final Demand” and “Final Demand Site into the CUSC so it is clear which parties will pay the Transmission Demand Residual charge.
Implementation date: As directed by the Authority this change needs to be implemented to be effective from 1 April 2021 Charging Year.

What is the impact if this change is made?
Who will it impact?
Whilst this proposal will not directly affect any party, it will have large impacts on some users when combined with other modifications resulting from the TCR (for example, CMP332). This is a large-scale change that will require amendments and consequential changes to all Supplier and DNO processes whilst also affecting all demand users.
What are the positive impacts? 
The Authority have established that there are consumer benefits to this change due to flexible customers no longer being able to avoid the costs of residual transmission charges.
DCUSA is impacted by the Proposal – hence why we are jointly running this Workgroup with DCP359.








Introduction
This document is the CMP334 Workgroup’s Consultation.  This document outlines:
· What is the issue?
· What is the solution?
· Proposer’s solution
· Workgroup considerations
· Other potential solutions
· Legal text
· What is the impact of this change?
· When will the change taken place?
· How to respond 
· Acronym table and reference material
What is the issue?
Defect
The Authority published on 21 November 2019 a Direction to NGESO to raise such modifications as are necessary to give effect to their Decision(s) under the Targeted Charging Review (TCR) SCR. 
On 20 December 2019, DNOs and NGESO published a joint plan (the ‘detailed plan’[footnoteRef:3]) to deliver the requirements of the Direction. The detailed plan sets out the proposed delivery approach (section 4.5) which includes three CUSC modifications (including CMP332 and this proposal) and four DCUSA modifications.  [3:  http://www.chargingfutures.com/media/1390/tcr-joint-eso-dno-pid-v10.pdf] 

CMP332 is developing a methodology for the Residual to be applied only to ‘Final Demand’ on a ‘Site’ basis (as per the Direction); however, CMP332 is not defining these terms. CMP334 seeks to define these terms in a manner which is consistent with DCUSA and in line with paragraphs 14-17 of the Direction. 
What
Currently, the CUSC has no concept of ‘Final Demand’ and ‘Site’ and these definitions need to be added to allow the methodology developed under CMP332 to function. 
Why
It is explicit in the Direction that the revised Residual methodology should use ‘Final Demand’ and ‘Site’. Therefore, these terms need to be defined. 
The rationale for the Decision(s) made by the Authority in respect of the Targeted Charging Review SCR can be found in the Authority/GEMA publications relating to that SCR. NGESO, as per Condition C10 (para 6C(a)) of its Licence, and Section 8.17.6(a) of CUSC, is required to raise CUSC Modification Proposals when Directed to do so by the Authority.

What is the solution?
Proposer’s solution: ‘Final Demand’, ‘Single Site’ and ‘Final Demand Site” will be defined in the legal text of the CUSC. Due to the need to ensure consistency between CUSC and DCUSA, this proposal will be developed in conjunction with DCUSA Change Proposal 359[footnoteRef:4] via joint workgroups.  [4:  DCP359 is addressing the following items as part of its consultation:
Definition of Final Demand
Definition of Single Site
Definition of Final Demand Site
Consideration of consequential changes to the arrangements for IDNOs
Consideration of consequential changes to consumers connected to private wire and complex sites] 


Workgroup Considerations
The joint CMP334/DCP359 Workgroup[footnoteRef:5] convened twice to discuss the perceived issue, detail the scope of the proposed defect, devise potential solutions and assess the proposal in terms of the Applicable CUSC Objectives.  	Comment by Paul Mullen: Written as if 11 March meeting has already happened [5:  Prior to the joint CMP334/DCP359 Workgroup being convened, 2 Workgroups were held on DCP359 on 4 February 2020 and 20 February 2020. Members of CMP334 (who were not party to the discussions on DCP359) were brought up to speed at the 1st joint CMP334/DCP359 Workgroup on 2 March 2020] 


Related Modifications
CMP334 is one of four CUSC modifications which will change the way the Transmission Demand Residual (TDR) is calculated and charged as per Ofgem’s TCR SCR Direction[footnoteRef:6].  [6:  https://www.ofgem.gov.uk/publications-and-updates/targeted-charging-review-decision-and-impact-assessment] 

· CMP332 develops a methodology for the Demand Residual to be applied only to ‘Final Demand’ consumers on a ‘Site’ basis (as per the Direction). Note that a Workgroup Consultation was run for CMP332 between 6 and 27 February 2020. 
· CMP334 has been raised to define “Final Demand” and “Single Site” and as a consequence what a “Final Demand Site” is. 
· CMP335 and CMP336 has been raised to update the post-tariff processes within CUSC. CMP335 will address the changes required, by Ofgem’s TCR SCR Direction, to Sections 3 and 11 of the CUSC and CMP336 will address the changes required, by Ofgem’s TCR SCR Direction, to Section 14 of the CUSC.
CMP334 has been run alongside the Distribution Connection and Use of System Agreement (DCUSA) Change Proposal DCP359[footnoteRef:7], which looks to mirror what CMP334 is seeking to do, but in the DCUSA, thus ensuring that the definitions of “Final Demand”, “Single Site” and “Final Demand Site” are consistent across the industry. [7:  https://www.dcusa.co.uk/wp-content/uploads/2020/01/DCP-359-Change-Proposal-Form-v1.0.pdf
] 

Following progress of CMP332, CMP334 and CMP335/6, the ESO and a Balancing and Settlement Code (BSC) Party will likely raise a BSC Modification Proposal to determine if additional modifications are required to define the data requirements, set out in the BSC, for the new CUSC processes.  It is likely that the ESO will raise this modification with support from ELEXON.
See the table below which outlines those aspects of the TCR SCR Direction document that concern the TDR and in which industry code modifications these will be covered.  According to the ESO and the DNOs, decisions from Ofgem on all these CUSC and DCUSA Modifications are needed before 30 June 2020 in order to meet the 1 April 2021 Implementation Date[footnoteRef:8] for the CUSC Modifications. [8:  Implementation Date is 1 April 2022 for the DCUSA Modifications] 

	CUSC
	CMP332
Creation of a methodology to determine (i) the charging bands and (ii) the tariffs for each band.
	CMP334
This will identify who will be liable to pay the TDR by defining ‘Final Demand’ and ‘Site’.

	CMP335/CMP336
Update all of the ‘post tariff setting’ processes (e.g. band allocation, securitisation etc) to reflect the TDR methodology.


	DCUSA
	DCP358
Determination of Banding Boundaries
	DCP359
Customers – who should pay?
	DCP360
Allocation to Bands and Interventions
	DCP361
Calculation of Charges

	BSC
	Following progress of CMP332, CMP334 and CMP335/6, ESO and a BSC Party will likely raise a BSC Modification Proposal to determine if additional modifications are required to define the data requirements for the new CUSC processes.



Scope:
CMP334 will define “Final Demand” and “Single Site” and as a consequence, what a “Final Demand Site” is.

Single Site

In Paragraph 3.57 (10) of the TCR Direction, Ofgem have stated that a “fixed charge is to be levied on a single site basis”

Ofgem proposed the following definition for consideration:

Single Site “means one or a collection of buildings, structures or pieces of land in close geographical proximity, owned or occupied by one customer within a defined curtilage on one site, where each building, structure or piece of land serves the other in some necessary or reasonably useful way.”

For sites directly connected to the Transmission system, ESO have proposed that a “Single Site” equates to the Connection Site as set out in the associated Bilateral Connection Agreement. 

Workgroup Consultation Question: Do you agree with the Workgroup’s proposed definition of “Single Site”. If not, why not.

Final Demand

In paragraph 3.57 (1) of the TCR Direction, Ofgem’s have defined Final Demand as “electricity which is consumed for the purposes of generation or export onto the electricity network”.
In their definition of “Final Demand”, ESO have sought to limit the scope to parties who hold a Bilateral Connection Agreement with the ESO. 
ESO’s understanding is that Licensed Interconnectors would be excluded from the definition of ‘Final Demand’. This is because licensed Interconnectors do not currently pay TNUoS and so the intent is to keep the status quo (i.e. they would not pay TNUoS after the TCR is implemented). 
ESO are also seeking to ensure that parties that do not currently pay Demand Transmission Network Use of System Charges are not included (specifically Interconnectors and Distribution Network Operators) as we shouldn’t be imposing new charges on parties that do not pay Demand Transmission Network Use of System Charges. 
Workgroup noted that the TCR Direction does not explicitly remove Interconnectors and Distribution Network Operators. Although it was clear why Distribution Network Operators would be excluded, ESO further clarified that Interconnector volumes would be removed from the Transmission Demand Residual TNUoS charge. ESO confirmed that a party who has an Interconnector licence would not be included in “Final Demand”.  
Workgroup Consultation Question: Do you agree with the Workgroup’s proposed definition of “Final Demand”. If not, why not.

Final Demand Site 
The Working Group noted the Proposer’s view as to the definition of a Final Demand Site, which was to adopt a binary assessment, where if the Single Site has any Final Demand, it is a Final Demand Site.
Some Workgroup Members considered it may be better to define a threshold whereby if Final Demand is equal to or greater than non-Final Demand by (e.g.) 80%, it is a Final Demand Site. However, some Workgroup Members were concerned how you identify what a sensible threshold is. A DNO Workgroup member noted that each DNO is currently carrying out analysis utilising the Frontier Economics Methodology; however, it is unlikely that this will be completed in the near future.	Comment by Paul Mullen: Lee W – do you know when will this be completed?

Workgroup Consultation Question: Do you agree with the Workgroup’s proposed definition of “Final Demand Site”. If not, why not.

The Workgroup also discussed the process where a User can demonstrate they do not use Final Demand. There was general agreement that it would be for the User to self-declare that they are using demand for the sole purpose of storage or generation. If they are later proved to have submitted a false declaration, then that party would be in breach of CUSC and DCUSA. However, the Workgroup noted that Private Wire / Behind the Meter sites would be unable to sign this declaration because they do have some demand. Therefore, they would be charged the Transmission Demand Residual TNUoS charge) unless they entered into a new agreement with the DNO and installed separate Boundary Metering to prove they are using demand for the sole purpose of storage or generation.

The Workgroup also understood that Generation sites that are decommissioning but are using demand to decommission would be captured by the definition of Final Demand and therefore be liable for the Transmission Demand Residual TNUoS charge.

Draft Legal text 

The Proposer has prepared the following legal text for consideration:

	Term
	Definition

	Distribution Connection and Use of System Agreement or “DCUSA” 	Comment by Paul Mullen: Grahame Neale – Dylan has suggested this is the correct definition here
	means the Distribution Connection and Use of System Agreement established pursuant to the Electricity Distribution Licences;

	Electricity Generation
	The process of generating electricity by a Generator.

	Electricity Storage
	As defined in the Grid Code

	Eligible Facility
	Means a facility at which Electricity Storage or Electricity Generation occurs and that has an export Metering System and an import Metering System with associated metering equipment which only measures export from Electricity Generation and/or Electricity Storage and import for or directly relating to Electricity Generation and/or Electricity Storage (and not export from another source or import for another activity); which is subject to certification from a Supplier that the facility meets the above criteria, which certificate has been provided to The Company.

	Final Demand
	Shall mean;

1. For Directly Connected Users, electricity which is consumed other than;
a. Users who own or operate a Distribution System, or
b. Interconnector Users, or
c. For the purposes of operating an Eligible Facility

2. For all other parties, as defined as ‘Final Demand’ in the DCUSA

	Final Demand Site
	means a Single Site which has associated Final Demand

	Generator
	As defined in the Grid Code

	Single Site
	Shall mean;
 
1.      For Directly-Connected Users, the Connection Site as defined in the Bilateral Connection Agreement.
 
2.      For all other parties, as defined as ‘Single Site’ in the DCUSA



What is the impact of this change?
Who will it impact?
Whilst this proposal will not directly affect any party, it will have large impacts on some users when combined with other modifications resulting from the TCR. This is a large-scale change that will require amendments and consequential changes to all Supplier and DNO processes whilst also affecting all demand users.
What are the positive impacts? 
The Authority have established that there are consumer benefits to this change due to flexible customers no longer being able to avoid the costs of residual transmission charges.

Proposer’s Assessment against Code Objectives 
	Impact of the modification on the Code objectives:

	Relevant Objective
	Identified impact

	(a)	The efficient discharge by the Licensee of the obligations imposed on it by the Act and the Transmission Licence;
	Positive

	(b)	Facilitating effective competition in the generation and supply of electricity, and (so far as consistent therewith) facilitating such competition in the sale, distribution and purchase of electricity;
	None

	(c)	Compliance with the Electricity Regulation and any relevant legally binding decision of the European Commission and/or the Agency *; and
	None

	(d) Promoting efficiency in the implementation and administration of the CUSC arrangements.
	Positive

	*Objective (c) refers specifically to European Regulation 2009/714/EC. Reference to the Agency is to the Agency for the Cooperation of Energy Regulators (ACER).



NGESO has been directed to raise and implement this modification by the Authority to enact their SCR Decision. This modification will also improve the efficiency of the CUSC arrangements by defining terms which will be used as part of the Residual methodology and ensuing alignment with DCUSA. 

Workgroup Consultation Question: Do you believe that CMP334 Original proposal better facilitates the Applicable CUSC Objectives?

When will this change take place?
This proposal needs to be implemented by April 2021 to allow NGESO to comply with the Direction letter published by The Authority on the 21 November 2019.
For the ESO to be able to meet the Implementation Date of 1 April 2021[footnoteRef:9], a decision on CMP334 is required from Ofgem by the end of June 2020 to enable the ESO to undertake the necessary system changes and gather the data required in order to set the applicable charges.  [9:  Note that the Implementation Date for DCP-359 is 1 April 2022; however DCP-359 still needs a decision by end June 2020 to meet the 1 April 2022 Implementation Date as DNOs are required to provide notification of changes to Use of System charges 15 months’ ahead of when they will come into effect.] 

Workgroup Consultation Question: Do you support the implementation approach for CMP334?
[bookmark: _Workgroup_Consultation_1]

Standard Workgroup Consultation questions:
1. Do you believe that CMP334 Original proposal better facilitates the Applicable CUSC Objectives?
2. [bookmark: _GoBack]Do you support the proposed implementation approach for CMP334?
3. Do you have any other comments?
4. Do you wish to raise a Workgroup Consultation Alternative request for the Workgroup to consider? 
Specific Workgroup Consultation questions:
5. Do you agree with the Workgroup’s proposed definition of “Single Site”? If not, why not.
6. Do you agree with the Workgroup’s proposed definition of ““Final Demand”? If not, why not.
7. Do you agree with the Workgroup’s proposed definition of “Final Demand Site”? If not, why not.
How to respond
The Workgroup is seeking the views of CUSC Users and other interested parties in relation to the issues noted in this document and specifically in response to the questions above. 
Please send your response to cusc.team@nationalgrideso.com using the response pro-forma which can be found on the National Grid ESO website via the following link: https://www.nationalgrideso.com/codes/connection-and-use-system-code-cusc/modifications/cmp334-transmission-demand-residual
In accordance with Governance Rules if you wish to raise a Workgroup Consultation Alternative Request please fill in the form that can be located at the following link or get in contact with us via email at cusc.team@nationalgrideso.com 
https://www.nationalgrideso.com/codes/connection-and-use-system-code-cusc
If you wish to submit a confidential response, please note that information provided in response to this consultation will be published on National Grid ESO’s website unless the response is clearly marked “Private & Confidential”, we will contact you to establish the extent of the confidentiality.  A response marked “Private & Confidential” will be disclosed to the Authority in full but, unless agreed otherwise, will not be shared with the CUSC Modifications Panel or the industry and may therefore not influence the debate to the same extent as a non-confidential response. Please note an automatic confidentiality disclaimer generated by your IT System will not in itself, mean that your response is treated as if it had been marked “Private and Confidential”.

Acronym table and reference material
	Acronym 	Comment by Groome (ESO), Jennifer: will need updating
	Meaning

	BSC
	Balancing and Settlement Code

	CMP
	CUSC Modification Proposal

	CUSC
	Connection and Use of System Code

	DCLF ICRP model
	Direct Current Load Flow Investment Cost Related Pricing Model – otherwise known as the Transport and Tariff model for calculating TNUoS tariffs.

	DCP
	Distribution Code Proposal

	DCUSA
	Distribution Connection and Use of System Agreement

	DNO
	Distribution Network Operator

	EAC
	Estimated Annual Consumption

	EHV
	Extra High Voltage

	ESO
	National Grid Electricity System Operator

	EV
	Electric Vehicle

	HH
	Half Hourly

	HV
	High Voltage

	IDNO
	Independent Distribution Network Operator

	LLFC
	Line Loss Factor Class

	LV
	Low Voltage

	MIC
	Maximum Import Capacity 

	MPAN
	Meter Point Administration Number

	MRA
	Master Registration Agreement

	NHH
	Non Half Hourly

	PID
	ENA Targeted Charging Review Project Initiation document

	SCR
	Significant Code Review

	TNUoS
	Transmission Network Use of System

	TCR
	Targeted Charging Review

	TDR
	Transmission Demand Residual

	UMS
	Unmetered Supplies



Reference material:
1. Ofgem direction letter 
2. Ofgem Targeted Charging Review decision 
3. ENA Targeted Charging Review Project Initiation document
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