Part A: Generic

At what stage is this
document in the process?

DCUSA Change Proposal (DCP)

01 - Change

DCP:384

02 — Consultation

Anti-competitive charging of Third
Party DNO works to transmission

03 — Change Report

04 — Change
connected users. Declaration
10/03/2021
Julia Haughey
EDF Energy
Supplier

Purpose of Change Proposal:

To apply CCCM to all electricity connection in respect of DNO works, regardless of whether they are
directly connected to their distribution system or not, and to apply equivalence of ECCR for
reimbursement to the transmission connected customer where CAF rules do not apply and full
charge for works is initially made to the transmission connected customer.

Governance: The Proposer recommends that this Change Proposal should be:
e Part1 Matter
o e Treated as Standard Change
e Proceed to a Working Group
The Panel will consider the proposer’s recommendation and determine the appropriate
route.

Impacted Parties: Generators (including storage and any other transmission users
impacting the distribution system) and DNO Parties

Impacted Clauses: Schedule 22
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What?

1. Application of the CCCM to all electricity connection in respect of DNO works, regardless of
whether they are directly connected to their distribution system or not.

2. Commercial Application of equivalence to the ECCR to provide reimbursement to the
transmission connected customer in circumstances that the CAF rules do not apply and full
charge for works is initially made to the transmission connected customer.

Why?

A transmission connected customer (typically generation or energy storage) may be obliged to undertake
a CUSC Third Party Works assessment with an affected Third Party (typically a DNO/DSO) as a condition
of their contract with the NETSO. As it stands, there is currently no mechanism to apply the CCCM to
transmission connected customers who are not applying for a distribution connection pursuant to s16 of
the Electricity Act. This means that the transmission customer who triggers the works is currently
responsible for picking up 100% of the cost of works regardless of their incremental contribution. If there
are multiple transmission customers due to connect who require common works, the cost currently falls in
full to the triggering party. This can create a situation whereby the transmission customer is creating
benefit for other transmission customers or on the DNO’s network without any compensation being
received. This is anti-competitive to transmission connected generation and results in otherwise viable
projects not able to continue being developed. It has been confirmed that issues relating to cost
apportionment for third party works do not fall within the scope of CMP328.

It should be noted that some DNO areas are aligning Third Party Works cost apportionment with CCCM
methodology already. This modification seeks to formalise the arrangement as described below and to
ensure consistency amongst DNOSs.

Live Project 1

e 49.9 MW 13 kV tertiary connected battery scheme at a southern GSP.

o DNO proposes to upgrade the CBs to 40 kA rating at a cost of £3.83M, fully funded by the
triggering party.

o 1x distribution CB increases to 96.5% of its asymmetrical break limit (29.34 kA) so must be
replaced. Customer contribution is 0.54 kA.

o A further 8x CBs are pushed out of their single and three phase fault ratings (27 kA). Single
phase rating is breached first. Customer contribution is 0.21 kA. These 8 CBs are already
operating at 99.8% of their rating before our connection.

e A further 1x CB is being replaced anyway under a capital scheme.

e DNO did not have capital funding to replace other stressed breakers that needed replacing
anyway. Transmission customer will provide this funding for their benefit.

e Assuming all CBs are evenly priced, the 8x CBs should cost £3.40M. Fault level CAF = 3 x
(0.21/40) x 100 = 1.6%

e Under CAF, customer contribution would be £54,471.
e For the first CB, fault level CAF = 3 x (0.54/40) x 100 = 4.1%
e Under CAF, customer contribution would be £17,448.

e If project was distribution connected, customer could contribute £71,919 under the CAF
mechanism, with the remainder being covered by the DNO and socialised across subsequent
customers.

e Presently, the transmission customer is facing an effective £3.79M penalty for opting for a

transmission connection. This is anti-competitive and could result in cancellation of the project on
economic viability grounds.
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Live Project 2

e 49.9 MW 13 kV tertiary connected solar and storage scheme at a south western GSP.
¢ DNO’s third party works assessment highlighted widespread thermal constraints.
e Mitigation required 30.5km of 132 kV reinforcement.

e Cost£17.7M. If CAF was applied, cost would be approx. £10.4M taking into account the £200/kW
high-cost reinforcement cap.

e This is an approx. £7.3M over-spend by the transmission user for the DNO’s benefit.

e Active, enduring solutions technically possible but this is currently outside the contractual scope
of the third party works process. Something CMP328 is considering.

e To date, no options have been pursued and the project is at real risk of cancellation.

How?

The proposed change will apply the principles of CCCM to transmission users who trigger assessments
with a Third Party. This will allow the full cost of works to be apportioned based on the proportion of
thermal capacity or fault level headroom used by the new customer. The same process will then be used
for second comer charges for distribution connected customers and DNOSs to be rebated if another
distribution connect party makes use of capacity they have paid for.

2 Governance

Justification for Part 1 and Part 2 Matter

The change proposal should be treated as a “Part 1” matter as it is having a “significant impact on
competition” in the “generation of electricity”. Currently transmission users who trigger assessments with
a Third Party are liable to cover 100% of the costs of the works which can lead to projects not going
ahead or gaming of the market i.e., Applying on the distribution system concurrently to trigger apportioned
reinforcement or engaging in multiple Mod Apps to avoid being the triggering party. The current
mechanism also “discriminates in its effect between one class of Parties and another class of Parties” as
a distribution customer connected customer of the same size and at the same time will pay less than a
transmission customer despite having the same effect on the distribution system. The Authority may also
wish to consider if this practice contravenes DNO SLC13 whereby charging methodologies should
“facilitate competition in the generation ... of electricity, and does not restrict, distort, or prevent
competition”, as well as DNO SLC 4 whereby “The licensee must at all times manage and operate the
Distribution Business in a way that is calculated to ensure that it does not restrict, prevent, or distort
competition in the supply of electricity or gas, the shipping of gas, the generation of electricity, or
participation in the operation of an Interconnector.”.

Requested Next Steps
This Change Proposal should:
e Be treated as a Part 1 Matter

e Be treated as a Standard Change

e Proceed to a Working Group
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Cost apportionment as set out in the CCCM needs to be adopted for connections triggering distribution
impact assessments to equalise the playing field between distribution and transmission connected assets
and remove disproportionate distribution connection charges currently levied on impacting transmission
users. The current mechanism, which charges 100% of DNO works to the impacting transmission
connection user, is anticompetitive for transmission connection users and this must be rectified to ensure
the distribution charging methodology no longer discriminates against one class of Parties.

Part B: Code Specific Details

4 Solution and Legal Text

Legal Text
Insert in Schedule 22 — Common Connection Charge Methodology - Introduction Section;

“7. The methodology for connection charging under the CCCM and the principles of the ECCR shall be
commercially applied in respect of DNO Party charges for works arising from the impact of a user
connected or to be connected directly to the transmission system, notwithstanding a transmission user
being out with the mandatory legal scope of the ECCR. For the purposes of charging a user connected
or to be connected directly to the transmission system because of a Third-Party Works referral or
Distribution Impact Assessment referral, both defined by the CUSC, the DNO Party shall in respect of
charging for its works treat the relevant transmission user on the same basis as a distribution connected
user.”

Text Commentary

The proposal ensures that for the same electrical effects and the same need for reinforcement works, that
a user connected or to be connected to a transmission system and causing the need for DNO works, is
charged on the same principles as a user connected or connecting directly to a DNO system. The
proposal ensures that such a transmission user does not bear costs for newly created capacity that its
impact does not require and that the DNO holds the proportion of costs of spare capacity for future
benefit. The proposal ensures that where a transmission user does fund DNO works and subsequent,
typically DNO users, have benefit of those works, that the transmission user will receive proportionate
refunding of charges made to it as would be the case for a first-comer DNO user.

5 Code Specific Matters

Reference Documents

No additional documents appended.

6 Relevant Objectives
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DCUSA Charging Objectives Identified impact

Please tick the relevant boxes.

[] 1 that compliance by each DNO Party with the Charging Methodologies Positive
facilitates the discharge by the DNO Party of the obligations imposed on it

) . . The proposed change
under the Act and by its Distribution Licence

enables the DNO Parties
to not distort competition
in generation or in
competition in distribution
or transmission as set out
as an obligation in
distribution licence
standard condition 4 —
para 4.6(c).

[] 2 that compliance by each DNO Party with the Charging Methodologies Positive
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)

[] 3 that compliance by each DNO Party with the Charging Methodologies Positive
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

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

[ 5 that compliance by each DNO Party with the Charging Methodologies None
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.

[ 6 that compliance with the Charging Methodologies promotes efficiency in its None
own implementation and administration.

The change proposed results in consistent proportional charging for works
undertaken by a DNO Party irrespective of whether the user causing the works is
connected to the distribution system or the transmission system, reflection a fair
allocation of costs of network capacity according to connecting user needs and
recognition of socialised benefits for future user needs.
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DCUSA General Objectives Identified impact

Please tick the relevant boxes.

[] 1 The development, maintenance and operation by the DNO Parties and Positive
IDNO Parties of efficient, co-ordinated, and economical Distribution
Networks

[] 2 The facilitation of effective competition in the generation and supply of Positive

electricity and (so far as is consistent therewith) the promotion of such
competition in the sale, distribution and purchase of electricity

[[13 The efficient discharge by the DNO Parties and IDNO Parties of obligations Positive
imposed upon them in their Distribution Licences

[14 The promotion of efficiency in the implementation and administration of the Positive
DCUSA The proposed application
is not different to that for a
distribution connecter.

[ ] 5 Compliance with the Regulation on Cross-Border Exchange in Electricity None
and any relevant legally binding decisions of the European Commission
and/or the Agency for the Co-operation of Energy Regulators.

We refer to our comment on DCUSA Charging Objectives.

7 Impacts & Other Considerations

i.  Who (i.e., which industry roles) is impacted;

Transmission users impacting a DNO Party system will benefit from proportionate charges for
works.

DNO Party’s will experience reductions of charges to impacting transmission users from
100% to a proportion calculated amount but noting that the proposed correction to charges
would be to the same extent for a directly connected DNO user and with DNO’s allowed
revenue trued up within RI1O price control arrangements to reflect changes in connection
charging.

ii. Which processes are impacted,;

We believe no processes are impacted as DNO have processes for determining cost
apportionment and ECCR refunding.

iii. Systems impacted;

We believe no systems are impacted as DNO capabilities for charging transmission users for
impact works already exists and all that is proposed to change is the calculated charge made
to the impacting transmission user.
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Does this Change Proposal impact a Significant Code Review (SCR) or other
significant industry change projects, if so, how?

This change proposal is closely linked with CMP328; Connections Triggering Distribution Impact
Assessment. This modification proposes to put in place an appropriate administration process to be
utilised when any connection triggers a Distribution impact assessment, however the CUSC proposal
does not and cannot cover the DNO’s cost apportionment of the works. We have had confirmation that
the issue relating to socialising the cost of works should be raised separately and does not fall under the
scope of CMP328, hence the raising of this change proposal.

Does this Change Proposal Impact Other Codes?

Please tick the relevant boxes and provide any supporting information

BSC
CusC
Grid Code
MRA

SEC
Other

OO0 Xxd

None
Consideration of Wider Industry Impacts

This issue was first raised at the DCUSA Standing Issues Group on 25/02/2021.

One member asked how a DCUSA change would impact the transmission charging boundary. It was also
noted that National Grid ESO have stated that this issue is out of scope of CUSC as this is a DNO
charging matter that should be picked up with DNOs. It was noted that the intent would be to apply the
DNO charging methodologies to all works undertaken by the DNO regardless of whether the impacting
user is connected directly to a licenced distribution connection or not.

It was agreed that a change proposal was the most appropriate next step.
Confidentiality

As far as we are aware no parts of this change proposal need to remain confidential.

8 Implementation

Next scheduled release or within one month of Authority Consent, whichever is sooner.

Proposed Implementation Date

We propose an extraordinary release given the impact on affected users.
We propose no later than one month following approval by the Authority, noting;

1. There is no change in methodology of charging to other parties and therefore no advance
notification of change is required,;
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2. existing DNO Party processes can be readily applied unamended to the basis of charges to an
impacting transmission user.

9 Recommendations

To be completed with any comments from the Initial Assessment review by the DCUSA Panel.
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