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1 Introduction

1.1 Proposed Modification 

Modification Proposal P157 ‘Replacement of current Supplier Charges rules’, (P157), was raised on 5 January 2004 by EDF Energy.  P157 proposes to replace the current Supplier Charges rules in Annex S-1 of the Code with a robust set of rules that adhere to the proposed criteria for a technique that would provide corrective measures suggested by the Volume Allocation Standing Modification Group (VASMG) during its work on Issue 6 (Supplier Charges).

The Proposer believes that a clear and readily understood set of rules should assist with the drive to improve the quality of data entering Settlement.  The latest BSC Audit has been qualified and it is the Proposer’s view that a major contributory factor to this was the level of poor data quality in Supplier Volume Allocation especially within the Non Half Hourly (NHH) sector. Supplier Charges are intended to be a corrective technique but the recent work of the VASMG on Issue 6 has raised serious concerns over the appropriateness of the current rules and their effectiveness as a corrective technique.

P157 also proposes to minimise the effort required to process the existing Supplier Charges rules, calculated using pre-P99 Serials, by ensuring that there is no need for the old set of rules to be “run off” over a period of 14 months. 

The Proposer considered that P157 better facilitated the achievement of Applicable BSC Objectives (c) and (d).  The achievement of Applicable BSC Objective (d) - promoting efficiency in the implementation and administration of the balancing and settlement arrangements, would be achieved by P157 since the quality of data entering Settlement will be improved through the introduction of a Supplier Charges mechanism that is easily understood and that provides incentives on Parties.  The Proposer further argued that any mechanism that is effective in improving data quality should also better facilitate the achievement of Applicable Objective (c) – promoting effective competition in the generation and supply of electricity, and promoting such competition in the sale and purchase of electricity.

P157 is currently within the Assessment Procedure phase of the Modification process, and an Assessment Report is scheduled to be presented at the June meeting of the Panel. 
1.2 Background and Scope

The Initial Written Assessment (IWA) was presented to the Panel at its meeting on the 15 January 2004.  The Proposer raised Modification Proposal P157 so that the more detailed work required to implement a replacement to the current Supplier Charges rules could be undertaken and a solution could be decided upon and hence no solution was recommended by the Modification Proposal.  For this reason a 2 month Definition Procedure was recommended. 

The Definition Report was presented to the Panel at its meeting on 11 March 2004.  The Panel recommended that P157 be assessed fully during a three month Assessment Procedure with an Assessment Report being presented to the Panel at its June meeting.
2 Modification Group Discussion 
As part of the Assessment Procedure, the Group has met on four occasions to date – 15 March, 23 March, 02 April and 28 April 2004.  At these meetings the Group considered and came to recommendations on the following aspects of the Proposed Modification:

· The Serial(s) that Supplier Charges should be applied to;

· The charges to be levied  e.g. the calculation of the genuine pre-estimate of loss;

· The method of redistribution – including the 90/10 rule (90% of redistribution to Non Half Hourly (NHH) Suppliers in a GSP Group and the remaining 10% to all Trading Parties based on Main Funding Share);

· The inclusion of a cap; 

· The inclusion of a more detailed provision for force majeure;
· The provisions relating to peer group comparison.

Details of the discussions and conclusions of the Group have been included below:
2.1 Supplier Charges
2.1.1 Serials
The VASMG considered Supplier Charges and concluded that they should be aimed at maintaining accuracy and timeliness of Settlement over a long period of time.  The Group considered the Serials that the P99 Supplier Charges were applied to and discussed what changes if any P157 would make.

SP01 and SP02

There is currently a charge associated with these Serials which look at the timeliness of PARMS data provision.  The Group considered that it was important to incentivise Suppliers to provide data in a timely manner; therefore they agreed that these Serials should have Supplier Charges attached.

SP04

This Serial is concerned with the timely installation of mandatory Half Hourly (HH) metering.  The Group felt that it was important that Suppliers install HH metering for all sites/Premises
 over 100KW, therefore this Serial was also deemed by the Group to be appropriate for Supplier Charges. 

SP08a, b and c

This Serial is concerned with the provision of accurate data based on AAs/Actuals into Settlements.  Under SP08a, the Group felt that Suppliers ought to be charged if they fail to provide Annualised Advances (AAs) for 97% of Non Half Hourly (NHH) meters at Final Reconciliation (RF).  SP08b is a charge applied to Suppliers who fail to provide actuals for 99% of HH meters above 100kW at the First Reconciliation Run (R1). Finally SP08c is a charge applied to Suppliers who fail to provide actuals for 99% of HH meters below 100kW at RF.  The Group considered SP08a, b and c and deemed them appropriate to have Supplier Charges attached under P157.
Please note: Charges should continue to be applied to importing meters only on the basis that estimations of export are either zero or profiled using strict techniques.
2.1.2 Genuine pre-estimate of loss calculation

The Group considered the BSC legal opinion regarding the requirement to set the charges that are applied to the Serials such that they are reflective of the genuine pre-estimate of loss.  Any type of Supplier Charges regime that has a correlation between degree of under-performance and amount charged is a liquidated damage - no matter how simple or complex that correlation.  A liquidated damage that is set prior to the charge being incurred must be a genuine pre-estimate of the loss caused as a result of under-performance.  
With this in mind the Group went on to discuss potential components of a genuine pre-estimate of loss, considering the previous discussions that established this under the Pooling and Settlement Agreement (as part of the 1998 Programme) for the current Supplier Charges.  

Two members of the Group offered contrary legal opinions to that provided by BSCCo’s lawyer.  These opinions were considered and addressed by BSCCo. 
	
	Possibilities for inclusion

	SP08 a, b and c
	· Value of volume of energy that is assumed to be uncertain

· Cost of uncertainty

· Cost of special meter read
· Cost of Post Final Settlement Run 

· Central Incremental Costs

· In-house Supplier costs to correct bad data



	SP04
	· Approximate price £y for procuring a CoP5 HH Metering system to represent the value of risk over x months.  Hence a pre-estimate of loss of £y/x per month (to recover cost of installing appropriate systems) 
· Charge for uncertainty between HH and NHH metering (i.e. use of profiles

	SP01 and SP02
	· Administration costs


2.1.2.1 Methodology that the Group disagreed with and discarded

Cost of special meter read:

This was the addition of the cost of a special meter read to the genuine pre-estimate of loss.  Initially the VASMG thought that this was an appropriate measure as it would incentivise people to read meters and is the cost that a Supplier had avoided and which resulted in an estimated value being entered into Settlement.  However on reflection the Group considered that including this would not fit with a theory of genuine pre-estimate of loss, as it did not reflect the loss other Parties suffered but rather the opportunity cost to the Supplier itself.

Cost of Post Final Settlement Run

The Group considered whether this was appropriate for inclusion under SP08.  It was thought that if used in association with the value of the volume of energy that is assumed to be uncertain, this might be double counting.  However it was pointed out that the calculation of the value of the volume of energy that is assumed to be uncertain looks at the financial charge that having too many Estimated Annual Consumptions (EAC) has exposed others to via altered GSP Group Correction Factor (GCF) etc whereas the former assumes that if you have too many EACs at RF you are more likely to raise a Dispute to correct and thus require a Post Final Settlement Run.  The Group however discounted this idea since the calculations would be inaccurate as Post Final Settlement Runs are not used to correct EACs alone.

In-house Supplier costs to correct bad data

The theory behind including this is that having incorrect data would lead to a NHH Supplier not reaching the 97% target at RF.  If this data is not corrected and a customer changes Supplier, the Supplier will pass on this problem to the new Supplier.  Thus Suppliers that do not reach the 97% target may fail due partly to having received incorrect data.  This data is not then corrected due to the cost of correction.  Charging Suppliers this cost of correction would encourage them to correct in house data and hence not pass the problems on to the next Supplier.

The VASMG considered that this was a separate issue that was not appropriate for inclusion in the genuine pre-estimate of loss.    In addition, the VASMG concluded that a realistic number to include in the genuine pre-estimate of loss could not be reached, since it felt that any numbers quoted by Suppliers (if at all) would be widely variable.  These variable numbers are, in fact, realistic since it depends what errors there are in the data and how easy they are to correct.  

Approximate price £y for procuring a CoP5 HH Metering System to represent the value of risk over x months.  This resulted in a pre-estimate of loss of £y/x per month (to recover cost of installing appropriate systems).  

The Group did not think that taking into account the price of installation of HH Metering and communications system was appropriate for calculating the genuine pre-estimate of loss for SP04.  The Group gave the same rationale for this as for rejection of the cost of a special meter read, above.  It believed that this does not estimate the loss caused to counterparties as a consequence of underperformance, rather it is an opportunity cost to the Supplier itself.   

2.1.2.2 Methods to be included or to consult on:

Value of volume of energy that is assumed to be uncertain – SP08:

The Group considered this to be an important component of the genuine pre-estimate of loss calculation for all SP08 Serials

This methodology assumes:

· The change in the overall volume between SF and RF is caused by replacing estimates with actuals;

· The change in the overall volume therefore gives a measure of how much inaccuracy was in the SF estimates;

· The % volume change over the time period (SF-DF) was compared with the corresponding % change in estimates to get the average % volume change for % of estimate change;

· The level of inaccuracy in the estimates remaining at RF is comparable to that in the estimates replaced between SF and DF.
The calculations were performed separately for HH and NHH data for a sample of Suppliers in all GSP Groups over a two, two month periods.  The calculations worked out the change in percentage estimates between SF and DF and the corresponding change in volume that these estimates were assumed to have caused.  The average change in volume that a 1% change in the % of estimates brings about was calculated.   The loss that this will cause other Suppliers in Settlement is calculated by applying a price to this volume.  This price is termed the imbalance differential and is calculated as the average of the difference between System Sell Price (SSP) and Market Price, and System Buy Price (SBP) and Market Price, over a year from 11 Mar 2003 to 10 March 2004 inclusive.  This value is used as it is assumed that a Party will have contracted its energy at the Market Price and the inaccuracy of another Supplier's estimation will push a Supplier longer or shorter and hence the difference between its imbalance charges and its contracted charges is used.
Examples of the £/MWh value calculated and the methodology are contained in Appendix 1 of this document.

Cost of uncertainty – SP08

The Group were inclined to view this as having minimal impact and were not certain it ought to be included in the genuine pre-estimate of loss calculation.   However the Group decided it would consult industry as to its view of the size of this uncertainty and whether there was a suitable method of calculating it.

Several methods were discussed to try to cost in to the genuine pre-estimate of loss the fact that not reaching targets set at the relevant Settlement Runs makes Parties uncertain as regards the accuracy of Settlement and Parties try to offset this risk in some way.  The Group discussed the two aspects of uncertainty that Parties would have to consider and which of these could be catered for in this aspect of the genuine pre-estimate of loss.  There is the uncertainty in the GSP Group Correction Factor
 as well as the uncertainty in imbalance payments.  The former is considered small and insignificant in this context and the latter is dependent on SSP and SBP and therefore difficult to predict.  The Group also discussed the Settlement Uncertainty Model (SUM) that originated from the difficulties that Financial Directors of companies (in this case Host Suppliers pre-1998) had trying to enter a prudent figure for Reconciliation Charges in their annual accounts.  This uncertainty is not applicable to HH and also not necessarily appropriate for a genuine pre-estimate of loss calculation since it is accounting for variations in Reconciliation Charges rather than the uncertainty that data entered into Settlement (even after RF) is accurate.
The following methods were considered as ways to calculate the cost of this type of uncertainty to Suppliers:

A) 
This was the methodology used by the 1998 Programme.  The Settlement timetable has been set such that there are target percentages that a Supplier ought to have settled on actual data at each Settlement Run. E.g. target AAs at SF = 3%, R1 = 17%, R2 = 43%, R3 = 78%, RF= 97%.

It is assumed that the industry by accepting these levels and runs, also accepted that this would imply a certain accuracy of Settlement.  (This assumes that Settlement is 100% accurate if all data entered is actual data).  In other words, the industry has effectively set a price on certainty by deciding the number of Settlement Runs and the target percentages of actuals at each Run.  However, it was considered that this price might not necessarily be cost reflective.
It is then assumed that if a Supplier does not reach the target percentages set, that Supplier is increasing the uncertainty of other Suppliers in relation to the accuracy of Settlement and since the industry has effectively set a price on certainty those who decrease it by a certain amount can be charged correspondingly.

See Appendix 2a of this document for further details regarding this methodology. 

B) The Group also considered the additional uncertainty that would be associated with Settlement in the case that of nobody sending any actual data in.  Some members of the Group suggested that there was little or no uncertainty currently but acknowledged that there might be uncertainty if performance levels across the industry were to drop considerably.  The calculation that was considered looked at how to approximate the uncertainty in Settlement that would result from a large performance decrease.  This methodology requires approximating the extent to which an EAC or estimate would be more inaccurate were performance to drop (the assumption is a linear degradation in the quality of estimation however this is not necessarily the case).  It also requires an assumption to be made as to the likelihood of performance dropping to such a level.  No suggestion was given for this although it was thought that this would be very unlikely.
See Appendix 2b of this document for further details regarding this methodology. 
C) 
The Group further considered information regarding Suppliers’ Internal Pricing Teams and how they cost uncertainty into their price calculations.  All members agreed that the price contains some acknowledgement of the quality of consumption data of customers.  However it was considered highly unlikely that any estimate of this would be submitted by Parties since it is highly commercially sensitive information. 
See Appendix 2c of this document for further details regarding this methodology. 
Central Incremental Costs – SP08

The Group considered whether there were incremental costs on BSCCO caused by Supplier poor performance.  A majority of the Group agreed that there probably were incremental costs but that it was difficult to size this.  The Group considered that 15% of the overall central costs, namely Performance Assurance Framework (PAF) costs, seemed reasonable. 

The Group considered the different aspects of the PAF costs and whether there would be any incremental costs due to Supplier under-performance.  BSCCO presented a methodology that could be included which took into account the cost of Operational Support Managers (OSM) (time spent on performance issues in a day) within BSCCO as well as the costs of PAF and BSCCO staff to run:  BSCCO maintained that it was difficult to segment the cost into base costs and incremental costs and were the VASMG to use this as part of the genuine pre-estimate it would have to use either the total amount or an estimate of what would be incremental e.g. 15%.  Some members of the Group were concerned that there were potential legal problems with including this as part of the genuine pre-estimate of loss.  Two members of the Group offered such legal opinions and these were considered and addressed by BSCCo The legal opinion provided by BSCCo was that the most important concept to note is simply that the charges levied must be a pre-estimate of the actual loss and that where it can be shown that a component of actual loss is an increment in the costs of administering the PAF in any way, then it is not only reasonable but necessary to consider this in formulating a genuine pre-estimate.

The Group considered that it was likely that a portion of the central costs was an increment necessary to deal with poor Supplier performance and that a reasonable percentage was 15%. This value was then divided by the amount of NHH or HH energy in a year (depending on whether it will be used for SP08a, b or c) to get a £/MWh value to add on.

See Appendix 3 below for further details regarding this methodology.
Charge for uncertainty between HH and NHH metering (i.e. use of profiles) – SP04

The Group considered this methodology and agreed it was suitable. 
The Group supported a methodology that would charge for the uncertainty between HH meter reads and the approximated data produced from profiles for NHH meter reads.  In the event that a Supplier failed to install a HH meter at a 100kW site, the site would be traded on a profile and the error in the allocated profile would feed into the GSP Group Correction Factor reducing the accuracy of the bills of all the NHH Suppliers in that GSP Group.  It was noted that profiling was designed for <100kW demand and errors would be introduced when applied to above 100KW Premises.

The analysis done was to take some examples of HH actual customer data and see what consumption would have been applied if they had used profiles.  The difference or error was multiplied by the imbalance differential (average difference between SSP and market price, and SBP and market price) to get the cost of the error for the length of time of the data.  This cost was divided by the number of days the data spanned, to get a cost per day value.

See Appendix 4 below for further details regarding this methodology.

Administration costs –SP01 and SP02

The Group considered this methodology and agreed it was suitable. 
Some of the VASMG believed that if the charges are removed, the non delivery of reports could become a problem and the escalation of a Party in the Performance Assurance Board (PAB) process is too draconian a measure for this Serial.  Overall the Group believed that Parties should be incentivised to deliver reports that are accurate and timely, although some considered that the incentive should not be financial.  In addition the charges on SP01 and SP02 seem to have worked in the past, in that a Party perhaps new to the industry may be late in one month and incur the charges but then will generally not repeat this.  

It was agreed that administration costs were probably the only thing that was applicable for inclusion in the genuine pre-estimate calculation.  The Group understood that under P99 charges to SP01 and SP02 were applied per GSP Group, per missing report, per day.  The Group felt that this charge did not reflect a genuine pre-estimate of loss since administration costs of chasing up missing reports would not vary by GSP Group and by number of missing reports only by day.  It thus considered that the charge ought to be applied per day.  It used a cost of £400 per man day and assumed a 5% per day charge - £20 per day for SP01 and £20 per day for SP02.

(See Appendix 5 for a summary of the components of a genuine pre-estimate of loss for the Serials.)  This Appendix also contains a comparison with the current Supplier Charges.
The Group considered that Supplier Charges and the genuine pre-estimate of loss ought to be reviewed every few years – perhaps two.  
2.1.3 CAPS

There is a model and explanation located on the BSC Website in the P157 Modification area: http://www.elexon.co.uk/ta/modifications/mods_docs.html that can be used to look at the effect of caps on different Suppliers.
The Group discussed whether a cap on the amount of money to be paid in Supplier Charges was appropriate, given that the genuine pre-estimate of loss calculated for P157 was an accurate reflection of the loss caused by a Supplier’s under-performance.  The Group wanted to see how much a very small Party could be charged and whether the charge would be too much to bear if uncapped.  

The Group were keen to retain the cap for a number of reasons:

· They felt it was unsuitable for commercial contracts to have limitless liabilities attached; and
· Although logically a cap may conflict with a genuine pre-estimate of loss, a lack of certainty in the effects of Supplier Charges makes a cap a good idea.
It is worth noting that SP08 is charged in proportion to size of Party i.e. the charges are in £/MWh.  
SP01, SP02 and SP04 are however charged on a per day basis. 
The Group considered the cap using a simplified model. Some scenarios are shown in Appendix 6a.

The Group decided to work out the cap value in a different way from how it is derived currently.  Currently the monthly cap for each Supplier is its proportion of the GSP Group Takes’ multiplied by the GSP Group monthly cap.  The Group looked at how much a Supplier paid for its energy and then what the maximum amount it considered it would be able to cope with being charged by a Supplier Charge type scheme, taking into account the profit margin Suppliers make.  The Group considered that 1% of the cost of the Suppliers market (NHH+HH) in a particular GSP Group was appropriate.  This would be 1%*market share*price.  It was suggested that a suitable price would be the Credit Assessment Price since this is derived from imbalance and market prices and is considered to represent the average cost of energy in the market as well as the fact that it is a fairly fixed number. Alternatively the weighted average Market Index Price over the period could be used.  There was some concern about the choice of 1% - i.e. whether it was high enough and if so whether it would continue to be relevant – see analysis in Appendix 6b.  The Group did however feel that 1% was significantly higher than the current cap and would therefore be applied less frequently whilst preventing limitless liability.  There was a suggestion that this percentage could be reviewed from time to time by the PAB or the Panel to reflect ongoing changes in the market.

2.1.4 REDISTRIBUTION
There is a model and explanation located on the BSC Website in the P157 Modification area: http://www.elexon.co.uk/ta/modifications/mods_docs.html that can be used to look at redistribution.
Some members of the VASMG stated their view that the redistribution method ought not be changed.  Two reasons were given.  That Supplier Charges genuine pre estimate of loss calculation was conceptually linked with the method of redistribution.  It is reasonable to redistribute the funds in proportion to which Parties are damaged and it is inherent in the process of calculating the GSPGCF that Suppliers are “damaging” themselves.  In addition, that it is not legally possible to extricate redistribution from the charge.  BSCCO’s legal opinion is that the rule against penalties relates to the reasonableness of funds paid out by a Party as 'recompense' for breach of a contract.  Two members of the Group offered contrary legal opinions to that provided by BSCCo’s lawyer.  These opinions were considered and addressed by BSCCo; these funds must represent a genuine pre-estimate of the losses likely to be suffered by its counterparty(ies) as a result of the breach. The rule is not concerned with the use to which those funds are put once recovered - as long as that use is not itself in further breach of the contract or otherwise illegal.  Re-distribution is not mandatory - and need not be "netted off" against the amount of Supplier Charges levied when considering whether a pre-estimate of loss (i.e. the charge levied) is genuine.  The Group decided to look at the varying methods of redistribution, irrespective of whether it agreed that it should be changed.   Several methods of redistribution were discussed by the VASMG:

· Net redistribution on performance alone
 - this methodology meant that Parties performing better would receive a greater share of the funds - this was discarded as it does not take into account market share of Suppliers.

· Net redistribution if a Supplier performed over the standard (proportional to market share) - this was discarded since a Supplier would only get money back if it was performing above the standard.  If no Suppliers performed above the standard then no money would get redistributed.  This could lead to windfall sums being received by Suppliers - in an extreme case a very small NHH Supplier with only 1 Metering System, that was reaching 97% AAs would receive all money for a GSP group if noone else performed well.

· Net nil own receipts – A Party would not receive any of its own money back.  This money would either get redistributed to everyone else according to market share of the remainder or form a surplus.  The former approach is problematic because small Suppliers may receive back very large sums of money whilst performing badly.  The latter approach is problematic as the surplus would need to be used so as to ensure BSCCo accounts would net to zero. 

· Net Redistribution to those performing over the average of the GSP Group based on market share – a Party would only get money back if its performance was above average.  The funds would be divided between all those above average according to market share.

VASMG decided that funds from all the Serials would be collected per GSP Group.  The sum would be redistributed based on Supplier’s NHH performance in the relevant GSP Group.  The theory behind this is that any errors as a result of underperformance would feed into the GSP GCF reducing the accuracy of the bills of all the NHH Suppliers in that GSP Group and not the HH Suppliers.

The latter “Net Redistribution to those performing over the average of the GSP Group based on market share” was deemed to be the best option and would work as follows:
Charge all Suppliers the genuine pre-estimate of loss for all Serials.

Calculate the average performance on SP08a of the Suppliers in the NHH market in that GSP Group (e.g.% of AAs at RF);

Consider those Suppliers who are performing below the GSP Group average on SP08a –Do not redistribute any money to any of these Parties at all. THEIR NET CHARGE WILL BE A GENUINE PRE-ESTIMATE OF LOSS;

Consider those Suppliers who are performing on or above GSP Group average on SP08a- ALL money collected will be redistributed to these Parties based on their market share.  THEIR NET CHARGE WILL BE LESS THAN A GENUINE PRE-ESTIMATE OF LOSS.

For example:

Supplier 1 (50% NHH market share in GSP Group A) and Supplier 2 (30% NHH market share in GSP Group A) perform above the average of NHH performance in the GSP Group, whereas Supplier 3 (20% NHH market share in GSP Group A) performs below the average NHH performance in the GSP Group. Supplier 3 will not receive any money back from the redistribution.  Suppliers 1 and 2 will receive all funds collected from all the Serials between them.  Supplier 1 will receive back 50%/(50%+30%) = 62.5% and Supplier 2 will receive back 30%/(50%+30%) = 37.5%.

The VASMG considered how this option worked in the simplified model provided to them and compared it to the other options for redistribution that had been modelled.  The Group agreed that this option accomplished two things.  It encourages above average performance and thus would gradually work to encourage Parties to move above the average, hence increasing the average.  Additionally it would also encourage eventual movement towards the target of 97%.  The Group felt that this solution meant that revising the value of 97%, as a level below which Suppliers would be charged, did not need to be considered as the solution encourages an increase in the average performance and does not just target 97%.

90/10 rule

The Group considered why the rule for taking 10% of the funds received through Supplier Charges and distributing it to all Trading Parties exists. The reason one member of the Group remembered as accounting for this rule was as follows:

· 10% = to compensate against the increase in the level of central costs (Trading Disputes), which is split across all Trading Parties.

· 90% = to compensate against the NHH error from Group Correction Factor

The Group decided that the theory behind giving all Trading Parties a portion of the costs was valid and although it considered the number to be fairly arbitrary, since there was a request to include ‘deeper’ costs the Group would leave this as it stands.
2.1.5 Force Majeure

The Group considered whether it required a further force majeure provision to that already extant in Annex S-1 of the Code.  The Group referred to discussions under Modification Proposal P115 “Disapplication of Supplier Charges Under Certain Circumstances” (P115).  The VASMG concurred with the views put forward by the P115 Modification Group that there is a link between Section S and Annex S-1 and hence a link between the obligations laid down in Section S2 and the Supplier Charges regime in Annex S-1 which describes how the Supplier carries out those obligations. Supplier Force Majeure can be applied to the provisions dealing with Supplier Liquidated Damages.  Further provision was considered unnecessary by the Group since each force majeure occasion would by its nature be an unpredictable event therefore specifying anything would be difficult.  The Group decided that this should be considered on a case by case basis and should be left to the discretion of the PAB/Panel.
2.2 Peer Group Comparison (pgc)
The Group then considered pgc tables and discussed what should be reported via this method.  The Group decided that it was appropriate for the pgc tables to be used to tackle so called “hot” issues such as the audit issues highlighted by the BSC Auditor.  

The Group discussed the following issues:

· What should be published;

· Where it should be published;

· What safeguards to put in place to ensure accurate data was published.

The Group considered which Serials and Audit Issues would be incentivised via publishing performance publicly in pgc tables.  The group concluded that rather than choosing one or more issues for pgc, P157 should be used to introduce the provision within the Code to allow PAB to use pgc for issues it felt would be beneficial as part of the PAB escalation process. (See Appendix 7 below).

The VASMG also considered whether pgc should be named or unnamed.  It was clarified that unnamed pgc already occurs and a Code change is not required to change the performance areas that pgc covers, hence under P157 only named pgc would be considered.

It was questioned whether pgc would be an incentive.  One member suggested that the very fact that no one in the industry wants named, public pgc to be introduced is an indication of its likelihood to work since Suppliers seem to fear its effects.  One member suggested that the fact that the press can have access to the pgc tables and may use the data to write articles and draw conclusions regarding particular Suppliers would provide an incentive.  It was also suggested that PAB escalation is a painful process to go through and suggested that the Group should not underestimate the PAB escalation process as an incentive.  It was pointed out that escalation to PAB is a strong “last resort” measure and incentive techniques that would encourage improved performance would be preferable.  Pgc tables that name Suppliers will sharpen up the PAB process and thus aid the PAB in improving performance.  One member believed that pgc would be a low cost tool and will not make performance any worse.

The VASMG also expressed a desire to have less rather than more pgc tables so that the usefulness of the tool is not diluted.

The VASMG considered that the following changes would be required:

Section J 1.4.2 of the Code will be amended such that for the avoidance of doubt pgc tables can be published publicly.

BSCP534 will also be amended such that when and where the pgc tables will be published is explained.  The Group wished to cater for several risks via the content of BSCP534:

1)
that the data is incorrect;

2)
that Parties have no warning to improve before pgc published;

3)
that Parties have no prior information telling them the standards to which pgc may be applied.

Wording could be inserted into BSCP534 and this would ensure that Parties were aware of the Standards they have to keep and the potential for pgc tables to be published on any of these Standards.  The wording could appear thus:

“In addition to the pgc reports produced from the PARMS reports the PAB may also publish pgc on any performance matter affecting the industry, for the avoidance of doubt this includes all matters that the PAB are tasked with in accordance with Sections B-1, J, J-1, S-1 and any issues raising from the BSC Audit.”
The pgc tables will be published on the BSC Website and will appear in the following format:

	
	
	GSP Group 1
	GSP Group 2
	GSP Group 3
	etc

	Party Name A
	Supplier Id 1
	
	
	
	

	Party Name A
	Supplier Id 2
	
	
	
	

	Party Name B
	Supplier Id 1
	
	
	
	


The VASMG wished Party name to appear such that energywatch and other interested Parties could understand who the table was referring to, since Supplier Id is difficult for a non industry expert to work out.
The VAMSG also wished Parties to receive a copy of the data used to generate the information in the table (by email) xWD before publication with its name and position visible.  It will thus have xWD to check and query the data. (1). In addition, the Group also wished to include a proper appeals process.  It was suggested that there is an appeals process already for PARMS data thus if this data is not queried then it can be assumed to be correct and hence used in a pgc table.  If the data to be used is not PARMS data, then an appeals process is required.  It is thought this could work similarly to the Query process for Supplier Charge reports contained in BSCP536.
The PAB will consider whether to use pgcs part of the escalation of a particular issue.  The PAB shall notify industry via the Performance Assurance Administrator (PAA) y months in advance of a particular issue and data relating to it may be published in a pgc table of what data is to be used and the methodology for creating the pgc table.  This notification period will not be for consultation but to allow industry to improve performance prior to publication of data

An example of a pgc table based on % AAs reached at RF for NHH and % Actuals reached at R1 for HH will be in an appendix to the BSCP534.

The VASMG also felt it appropriate to alter the PAB escalation table to include reference to pgc:

SEVERITY LEVELS TABLE
Under ‘example activities’ for Severity Level 4…’consider pgc’
	Severity Level
	Meaning
	Example Issues
	Example Activities

	4
	There is concern that without a change of approach or commitment, a severity 3 problem will not be resolved, or not be resolved within a reasonable timescale.


	Energy settled on Actuals is unsatisfactory and the participant is not meeting pro-forma milestones to deliver improvements.
	All activities for lower Severity Levels,

plus

Targeted Technical Assurance visit.

Escalate to PAB.

Feature in the Panel assurance report

Consider publishing peer group comparison tables as described in section ???


2.3 Implementation Date

The Implementation Date recommended by the Group is a Calendar Day, July 2005 Implementation Date.  
The advantages this has are as follows:

· Calendar day implementation means that the old rules are stopped and the new ones started.  There are thus no problems deciding how to combine the new rules with the old especially regarding caps and redistribution which are calculated on a Parties overall position for any given month;

· Calendar Day implementation set for a future date means that Parties will know the rules in advance of the implementation.  In this way the problem of lack of knowledge of obligations that would be associated with an earlier Calendar Day implementation (e.g. November 2004), is ameliorated; 
· July 2005 Implementation Date allows pre P99 rules to be fully run off before P157 is introduced hence data used in P157 will be solely post P99 data; and

· Development can take place in the scheduled June 2005 Release, which will allow system and process changes to be made in the most efficient manner.
The other options available are below.  Consideration was given to:
· How the new rules would interact with the old ones; and

· Development within a scheduled BSC Systems Release.

	Date 
	Type of implementation
	Pre P99
	Post P99
	P157
	Comments

	May 2004
	Settlement Day
	Run off
	None
	Staggered start
	Retrospective

What to do with caps and redistribution

Code containing both rules?

	May 2004
	Calendar Day
	No Run off
	None
	Start immed
	Retrospective

Change 2 systems

Not know on SD what obligations were

	Nov 2004
	Calendar Day
	Short run off
	Short start
	Start immediately
	Retrospective

Change and integrate 2 systems

Not know on SD what obligations were

	Decision +
	Settlement Day
	Run off
	Run off
	Staggered start
	3 systems 

2 separate algorithms - messy

What to do with caps and redistribution 

Code containing all rules?

	Decision + i.e. Jul 2005
	Calendar Day
	Run off
	14 month start
	Start 14 months after P99
	Retrospective but with warning to Parties from decision to implementation

New P157 integrated with P99 system

Simple change

Development within SVA Jun 05 release

	Two tier

Decision + x

Cut off old

Jul 2005

Implement new
	Calendar Day

Calendar Day
	No Run off
	Short start
	new
	Retrospective
No run off needed

Warning to Parties from decision to implementation Gap where no charges

Development within SVA Jun 05 release


2.4 Alternative Modifications

The Group considered potential alternatives within P157.  Two alternatives were suggested.  

One was to have a Supplier Charges module only i.e. omitting the pgc aspect of P157.   This is due to doubts as to whether pgc will be effective.

The other is setting the charges in the Supplier Charge module to zero.  Those who considered this to be an appropriate alternative to consider did so because in their opinions the requirement to charge people a genuine pre-estimate of loss and not penal charges meant that the spirit of P157 – improving data quality – could never be fulfilled.  This was considered to be especially the case by those who believe that conceptually and/or legally, redistribution must be according to how it currently is and not be changed i.e. it is tied to the genuine pre-estimate of loss.
2.5 Applicable BSC Objectives

The Group considered whether P157 better facilitated the achievement of the Applicable BSC Objectives.  
The majority of the Group felt that P157 better facilitated the achievement of Applicable BSC Objectives (c) and (d) for the following reasons: 

Applicable BSC Objective c) - promoting effective competition in the generation and supply of electricity, and (so far as consistent therewith) promoting such competition in the sale and purchase of electricity;

Applicable BSC Objective d) - promoting efficiency in the implementation and administration of the balancing and settlement arrangements.
The Group felt that if someone believed that P157 would improve performance and hence data quality in the industry then that person would also believe that P157 better facilitated the achievement of the Applicable BSC Objectives.  This is because by improving data quality:

· The disincentive for a new Party to enter the market is reduced since there is less uncertainty in the market (c);

· Less time and money would be spent improving poor performance and dealing with data quality issues and Parties would thus save money and this would increase competition (c);

· The efficiency of BSCCo would be increased as less time would be spent improving poor performance and dealing with data quality issues (d); 

The Group noted that these were its initial views and may be amended / revisited following receipt of the BSC Agent Impact Assessment if it felt that the costs outweighed the perceived or potential benefits.
3 Consultation

Respondents are invited to respond to the questions contained in the attached pro-forma. For reference, the Applicable BSC Objectives are as follows:
(a)
The efficient discharge by the Transmission Company of the obligations imposed under the Transmission Licence;

(b)
The efficient, economic and co-ordinated operation by the Transmission Company of the Transmission System;

(c)
Promoting effective competition in the generation and supply of electricity, and (so far as consistent therewith) promoting such competition in the sale and purchase of electricity;

(d) Promoting efficiency in the implementation and administration of the balancing and settlement arrangements.

(e) without prejudice to the foregoing objectives and subject to paragraph 3A, the undertaking of work by BSCCo (as defined in the BSC) which is:

(i)
necessary for the timely and effective implementation of the proposed British Electricity Trading and Transmission Arrangements (BETTA); and

(ii)
relevant to the proposed GB wide balancing and settlement code;

and does not prevent BSCCo performing its other functions under the BSC in accordance with its objectives.

You are invited to respond to the questions in the attached pro-forma.

Please send your responses entitled ‘P157 Assessment Consultation’ by Friday 17:00 on 21 May 2004 to the following email address: modifcation.consultations@elexon.co.uk.

Any queries on the content of the consultation pro-forma should be addressed to Dena Harris (020 7380 4364) e-mail address Dena.Harris@elexon.co.uk  

Appendix 1:  Value of volume of energy that is assumed to be uncertain

The calculations were performed separately for HH and NHH Suppliers
Data was used for May, June, October and November 2001 for a sample of 8 Suppliers, for all GSP Groups.
The percentage change in volume between SF and DF per Supplier per GSP Group (a) was compared with the corresponding percentage change in estimates (b)

The percentage change in volume per percentage change in estimates (a)/(b) was calculated followed by the volume weighted average of these values (c) - this represents the average inaccuracy in an average estimate

To find the price/cost of that energy – (P), the average of SSP, SBP and market price over a year from 11 Mar 2003 to 10 March 2004 inclusive was calculated and the average of the difference between SSP and market price and SBP and market price was calculated:
The average of SSP over a year from 11 Mar 2003 to 10 March 2004 inclusive = £15.11

The average of SBP over a year from 11 Mar 2003 to 10 March 2004 inclusive = £22.53

The average of market price from 11 Mar 2003 to 10 March 2004 inclusive = £18.79

The average of the differentials is £3.714

P=£3.714
The charge per MWh that a Supplier is below the Standard is thus computed as (c) * (P)

For this data any spurious looking data in the HH sample was removed.  This was data that for any of the dates considered had an increase in estimates between SF and DF.  If this occurred, the whole Supplier in that GSP Group was eliminated from the analysis.
Results: May/June 2001 and Oct/Nov 2001 – 
	
	Average SP08a
	Average SP08b,c

	SF-DF volume change / % change in estimates
	3.02%
	119%

	SF-DF volume change / % change in estimates *P
	£ 0.112/MWh
	£4.427/MWh


Appendix 2a Cost of Uncertainty a
Cost of uncertainty
A)
The calculation would appear thus:

· Consider the cost of certainty in a run per MWh

· Calculate additional %age energy settled on AAs between Run 
[a]

· Calculate amount of NHH traded in a day 


[b]

· Calculate the additional energy settled on AAs in a day 

[c] = [a] * [b] 

· Calculate cost to administer the Settlement Run arrangements this could be the sum of the SVAA, NETA CSA, FAA etc costs or purely the SVA side costs 
[d]

· Calculate cost of a Settlement Runs used to increase accuracy i.e. not the first one that is required anyway. Where 365*5 is number of Settlement Runs in a year and 4/5 excludes the first run that is required even if all data entered is fully accurate 
[e] = [d]/(365*5)*(4/5) 

· Calculate the cost of a Settlement Run per MWh 


[f] = [e]/[c]

· [e]/[c] = £[f]/ MWh away from standard
	
	SF
	R1
	R2
	R3
	RF
	Average

	Target AAs
	3%
	17%
	43%
	78%
	97%
	 

	% AAs added [a]
	3%
	14%
	26%
	35%
	19%
	

	Energy traded per day TWh [b]
	0.35
	0.35
	0.35
	0.35
	0.35
	

	additional energy on AAs [c]
	0.01
	0.05
	0.09
	0.12
	0.07
	

	cost of run £ [e]
	21,900
	21,900
	21,900
	21,900
	21,900
	

	cost £/MWh [f]
	2.08
	0.45
	0.24
	0.18
	0.33
	0.66


Source of data:

[b] = (http://www.ofgem.gov.uk/temp/ofgem/cache/cmsattach/1262_Energy.pdf) The paper is a bit dated but shows on page 2, that in 2001 350 TWh were consumed of which around 128 TWh were for domestic.
[d] = from the Business Strategy highlighted amounts used:

	Item 
	Year to March 2005

	
	Budget £m

	BSCCO Operational 
	              15.46 

	Demand Led 
	                6.00 

	Contracted 
	              28.50 

	NETA Funding 
	              13.23 

	BSCCO BETTA Project 
	                2.30 

	OVERALL TOTAL 
	              65.49 


Appendix 2b Cost of Uncertainty b
Cost of uncertainty

B)
Uncertainty associated with the potential of nobody sending any data in:  
The percentage uncertainty in volume of an average EAC is x%

The cost of the uncertainty associated the imbalance differential £3.714 *x% = £y/MWh 

If we want to see what would be the uncertainty if only 10% of actual data (AAs) was entered into Settlement.  We can assume that if:

only 10% of actual data entered into Settlement

and at the moment 90% of actual data is entered into Settlement

then the accuracy of an EAC would decrease by 9

So the percentage uncertainty in volume of an average EAC in this case would be 9x% and the corresponding cost of uncertainty would be £9y/MWh

But we need to add a probability factor of this scenario occurring – z%

So cost of uncertainty = £9yz/MWh

Q: is it linear?

Q: can we get a value for z
Appendix 2c Cost of Uncertainty c
Cost of uncertainty

C)
Internal Pricing teams within companies appear to cost uncertainty into their pricing calculations.  What the pricing team do is something like this:

· Take the customer’s actual data. 

· Ask the traders for pricing data 
· Add on profit 

· Add on a certain amount which factors in safety of customer, the rate the customer wants and a measure of the uncertainty of the customer – the latter depends on whether the customer is HH or NHH AND whether data is actual or estimated. 
It is difficult to estimate what this would be.  
Appendix 3 central costs
Central Costs – incremental costs
The central costs are approximated below:

	Technique
	Annual Costs £m

	Audit
	2.6

	Technical Assurance of Metering Systems
	0.86

	Certification
	0.09

	BSCCO, PAB, TA (Supplier & Supplier Agents), Education, Monitoring, Disputes etc
	3.6

	Total
	7.14


The market size is approximated below:

	
	TWh

	Total market
	350

	NHH market
	128

	HH market 
	222


15% of the PAF costs are added to the incremental time spent by OSMs on dealing with Suppliers under-performance related issues and costed at £400 per man day:

	£/MWh
	NHH
	HH

	15% of half of PAF costs
	0.004
	0.002

	OSM Time
	0.017
	0.017

	Total
	0.021
	0.019


Appendix 4 SP04
Charge for uncertainty between HH and NHH metering (i.e. use of profiles) – SP04

Take some HH actual data close to the 100kW consumption – customers with consumption only just over 100kW were chosen since it was assumed that there is a natural incentive and it is expected, for very large customers to have HH Metering installed and those who breach SP04 are likely to be close to the 100kW cut off.

Step 1: to calculate error in the profile
	
	Period 1
	Period 2
	etc

	 Settlement Day 1
	actual
	HH
	Customer data

	Settlement Day 2
	Total Sum = X
	
	

	Etc
	
	
	


	
	Period 1
	Period 2
	etc

	 Settlement Day 1
	Profile 
	data
	Multiplied up

	Settlement Day 2
	Total Sum = X
	
	

	Etc
	
	
	


	
	Period 1
	Period 2
	etc

	 Settlement Day 1
	Error  =
	Profile
	data

	Settlement Day 2
	Minus 
	actual
	data

	Etc
	
	
	


Step 2: to calculate the cost of this error in the balancing mechanism – Average difference of SSP and market Price and SBP and market Price
	
	Period 1
	Period 2
	etc

	 Settlement Day 1
	Imbalance
	Price 
	Differential

	Settlement Day 2
	
	
	

	Etc
	
	
	


Step 3: to calculate the cost of the error multiply the error by the imbalance price differential to get a cost for each period over each Settlement Day

	
	Period 1
	Period 2
	etc

	 Settlement Day 1
	Cost
	of 
	error

	Settlement Day 2
	Imbalance price differential
	Multiplied by
	error

	Etc
	
	
	


Step 4: sum the cost and divide it by the number of Settlement Days to get a cost per day value

Appendix 5 summary of loss and comparison with current Supplier Charges
Note: SP08b and c the same data is used SP08b is HH target of 99% at R1, SP08b is HH target of 99% at RF.
	£/MWh
	SP08a
	SP08b 
	SP08c
	

	Value of volume of energy assumed to be uncertain 1)
	£0.11
	£4.43
	£4.43
	

	Cost of uncertainty
	 ?

	?
	?
	

	Incremental Central Costs
	£0.21
	£0.19
	£0.19
	

	Total
	£0.32
	£4.62
	£4.62
	

	Current Supplier Charges
	£0.14R3
	£0.14SF
	
	

	Current Supplier Charges
	£1.57RF
	£1.57R1
	£1.57RF
	

	
	
	
	
	

	
	
	
	
	

	£ per day
	SP04
	
	
	

	Difference between profile and actual 
	£9.07
	
	
	

	Current Supplier Charges
	£2.95
	
	
	

	
	
	
	
	

	
	
	
	
	

	£ per day
	SP01
	SP02
	
	

	Administration Costs
	£20
	£20
	Per day only

	Current Supplier Charges
	£28.03
	£28.03
	Per GSP Group per missing report per day


Appendix 6a: Capping scenarios for consideration
Scenario: A Half Hourly Supplier with 1% of the HH and NHH market – how would this appear with the current CAP who only reaches 50% of HH meter readings at R1 and everyone else performing on target:

	
	Supplier % share of both NHH and HH
	Supplier Take
	Supplier Cap
	Supplier share of 90%
	Total Charges
	90% charges
	own receipts
	Net Liability
	Cap Breach
	net liability SC adjusted for cap breach
	Receipts from 90% SC adjusted for cap breach
	SC adjusted for cap breach
	NET

	S1
	54.0%
	1,080,000
	£64,800
	54%
	£0
	£0
	£0
	£0
	no
	£0
	£588
	£0
	-£588

	S2
	30.0%
	600,000
	£36,000
	30%
	£0
	£0
	£0
	£0
	no
	£0
	£327
	£0
	-£327

	S3
	8.0%
	160,000
	£9,600
	8%
	£0
	£0
	£0
	£0
	no
	£0
	£87
	£0
	-£87

	S4
	7.0%
	140,000
	£8,400
	7%
	£0
	£0
	£0
	£0
	no
	£0
	£76
	£0
	-£76

	S5
	1.0%
	20,000
	£1,200
	1%
	£24,941
	£22,447
	£224
	£24,717
	yes
	£1,211
	£11
	£1,211
	£1,200

	Total
	100%
	2,000,000
	
	
	£24,941
	£22,447
	
	
	
	£1,211
	£1,090
	£1,211
	£121


The Group considered that a cap for S5 of £1,200 was too low and a Supplier with such a take should have a higher cap.  Using the new methodology, the Supplier’s cap would be £ (1%*20,000*Credit Assessment Price) which currently would make it £4,230. 

This second scenario looks at a large Supplier who performs badly on HH R1 (90%).  Its cap is now £64,800 and with the new methodology would be £228,420 – this would not have resulted in the Suppliers charge being capped and hence reduced in the scenario below.
	
	Supplier % share of both NHH and HH
	Supplier Take
	Supplier Cap
	Supplier share of 90%
	Total Charges
	90% charges
	own receipts
	Net Liability
	Cap Breach
	net liability SC adjusted for cap breach
	Receipts from 90% SC adjusted for cap breach
	SC adjusted for cap breach
	NET

	S1
	54.0%
	1,080,000
	£64,800
	54%
	£247,374
	£222,637
	£120,224
	£127,150
	yes
	£126,070
	£61,270
	£126,070
	£64,800

	S2
	30.0%
	600,000
	£36,000
	30%
	£0
	£0
	£0
	£0
	no
	£0
	£34,039
	£0
	-£34,039

	S3
	8.0%
	160,000
	£9,600
	8%
	£0
	£0
	£0
	£0
	no
	£0
	£9,077
	£0
	-£9,077

	S4
	7.0%
	140,000
	£8,400
	7%
	£0
	£0
	£0
	£0
	no
	£0
	£7,942
	£0
	-£7,942

	S5
	1.0%
	20,000
	£1,200
	1%
	£0
	£0
	£0
	£0
	no
	£0
	£1,135
	£0
	-£1,135

	Total
	100%
	2,000,000
	
	
	
	
	
	
	
	
	
	
	£12,607


Appendix 6b: new and old cap comparison
Some analysis was performed comparing the value of the cap from May and June 2002 for all Suppliers with what the value would be with the new cap calculation in place. (1% of Supplier total energy in the GSP Group multiplied by Credit Assessment Price.)

On average, the new cap calculation was ~280% bigger than the old cap calculation.

A sample of the data considered appears thus – coded example

The Credit Assessment Price is £18+VAT

	 
	Deemed take
	Monthly cap
	new cap
	Difference between old and new caps (old-new)/old

	S1
	               680,000 
	£41,000
	£140,000
	254%

	S2
	                   2,300 
	£150
	£500
	223%

	S3
	                 50,000 
	£2,600
	£11,000
	307%

	S4
	               330,000 
	£15,000
	£70,000
	368%

	S5
	                 31,000
	£1,700
	£6,700
	293%

	S6
	                        17 
	£1.00
	£3.60
	255%

	S7
	               190,000 
	£10,000
	£40,000
	288%


Appendix 7: Performance issues suitable for pgc

The Group considered the major audit issues to decide whether these could be incentivised by Supplier Charges or pgc.  The VASMG considered issues up until SSM 9, as it felt that it wanted to consider the most important issues only.  (see below)

The Group agreed that the data that the Definition Report stated would be published via pgc was also appropriate.

It also considered the P99 Serials that are the current legal baseline
The Group looked at NC02, NC03 and HM06.  One member state that these issues were particularly relevant with regards to the customer transfer issue and thus could be charged on or incentivised via pgc.  One member highlighted the complications associated with this for example the “win, lose, win back scenario” whereby the Party who loses the gained customer to the original Supplier will get charged for lack of provision of data it never had.  One member pointed out that these data items have not yet been collected and will not be until after 1 May 2004 (P99 Implementation Date) thus the trend the data will show and the problems it may highlight have not been seen yet thus it seems premature to suggest either SCs or pcgs
	SSM number
	Description
	Comment
	Supplier Charges
	Peer Group Comparison

	SSM 1
	Inaccurate energisation status of Metering Systems
	This is about energised meters that have de-energised status but the reverse exists also 
	Complicated, potentially inaccurate, full of loopholes – would not work as incentive
	Would be appropriate if all agreed that wrongly labelled de-energised MSs considered

	SSM 2
	Processing of erroneous EAC/AA NHH
	This is a big issue that is not going to go away and has deteriorated since Xmas.  The auditor has highlighted a lack of incentive to correct these especially negative ones
	Not appropriate
	This is suitable for pgc as long as portfolio size is taken into account as otherwise a big Supplier will seem like the worst one when this is not necessarily the case

	SSM 3
	Erroneous values of UMS NHH
	Not sure how big this issue is i.e. the magnitude of the error
	Would be premature to apply SCs as this is a nascent issue
	This could be done by Agent and associated Supplier

	SSM 4
	Inadequate clearance of exceptions and backlogs in HH
	There has been a huge improvement in this area recently and it is being monitored.
	Not appropriate as TDC have instructed BSCCO to monitor this 
	Not appropriate as TDC have instructed BSCCO to monitor this 

	SSM 5
	Inadequate clearance of exceptions and backlogs in NHH
	The numbers are very significant in this area.  Multiple exceptions per MPAN can be received
	Not appropriate as the values involved are hard to quantify. Would be very complex to set up charging system
	Hard to publish volumetrics as difficult to ascertain which are significant.  To make it meaningful would need extra level of analysis.

	SSM 6
	Maintenance of Trading Party bank a/c details by FAA
	n/a
	n/a
	n/a

	SSM 7
	Incorrect application of P/C flags to BM units in CRA
	Not a big issue for SVAA
	No
	No

	SSM 8
	Performance of meter advance reconciliations
	It is believed that no current disputes on this because no one is performing MARs
	Not appropriate
	Could do by Agent and associated Supplier – no direct reporting though – can only monitor
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This consultation document describes the discussions of the VASMG (“the Group”) to date, and seeks the views of market participants on, among other issues, the following: 


whether or not P157 would better facilitate achievement of the Applicable BSC Objectives;


whether the methodology used to estimate the genuine pre-estimate of loss is adequate;


What form the Supplier Charges and Peer Group Comparison tables should take;


whether the Implementation Date suggested is appropriate; and 


whether there are any substantive issues that need to be brought to the attention of the Group
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� This will change if P124 is approved by the Authority but will not affect the Supplier Charges under P157.


� The main causes of error in the GSPGCF are, Line loss factors, Profile errors, Data errors NHH and HH , Estimates HH and EACs NHH.  The Group were considering uncertainty caused by the latter two.





� It is uncertain whether a value will be added in here and what it will be.  A decision will be made by the Group after the consultation responses are received.
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