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Dear Michael 

 

Provisional thinking on P344 ‘Project TERRE implementation into GB market 

arrangements’  

 

Thank you for your letter of 15 February 2018 seeking our views1 on whether the findings 

of the P344 Workgroup Second Interim Report are consistent with our provisional thinking. 

We have considered the Second Interim Report and respond to your questions below. For 

the avoidance of doubt, nothing in this response binds Ofgem as to any future action. We 

reserve our right to modify our provisional views as regards all matters set out below.  

 

Our understanding is that to enable GB to participate in Project TERRE, Elexon needs to 

develop a series of BSC central systems. Elexon expects this development process to be 

lengthy and with substantial costs. To meet the planned timetable of Project TERRE, Elexon 

believes it is necessary to start development of these systems in advance of our decision on 

P344 modification. The development of these systems is essential for GB compliance to 

Article 19 of the Electricity Balancing Guideline (EBGL). 

 

In your letter, the BSC Panel has asked for our Provisional Thinking on three questions, 

which we consider below.  

 

Q1: Does Ofgem have any concerns in relation to barriers to either entry or 

competition in relation to the proposed P344 solution? 

 

Our assessment of the Second Interim Report is that overall the Workgroup has developed 

arrangements that will both be workable and facilitate new actors to participate in the BSC 

for the provision of balancing services. By replicating current arrangements for Balancing 

Mechanism units, including data interfaces, we believe that the Workgroup sought to 

minimise the costs borne by this new type of BSC party for TERRE and other balancing 

services.   

 

We understand that some participants would prefer more flexibility to demand side 

response providers in relation to other features of the BSC. We are aware that Elexon is 

seeking to create an issues group to discuss further some of these questions and potential 

enhancements to the P344 solution.  

 

We believe that it will be important for market participants and Elexon to continue 

monitoring the effectiveness of the market and BSC arrangements, respectively. We expect 
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those arrangements will have to evolve as operational and market experience is gained. On 

that, the ability of Virtual Lead Parties to raise BSC modifications will be an important tool 

to ensure there is a level-playing field across all market participants. 

 

Q2: Does Ofgem have a view on whether Suppliers should be informed of an 

Independent Aggregator’s customer’s participation in the TERRE 

product/Balancing Mechanism? Do you agree that the sharing of Half hourly (HH) 

delivered volumes with the customer’s Supplier should only take place where the 

customer opts-in to such arrangements. 

 

We have expressed our view on information flows to support settlement of energy with 

suppliers, in our open letter on the design of arrangements to accommodate independent 

aggregators in energy markets.2 On that letter, we stated that:  

 

“Related to this [settling of energy with supplier], the information flows, required to 

allow contractual arrangements to account efficiently for payments for energy sold 

on, merit careful consideration. In particular, a careful balance may need to be 

struck between enabling information flows to support efficient contractual 

arrangements, and the potential impact on competition in the market for flexibility.” 

 

We believe that the Workgroup proposed solution described in the Second Interim Report 

(i.e. a model where the customer opts-in for the exchange of data with the supplier) aims 

to strike this balance between the two objectives mentioned above. We are also aware that 

more recently the Workgroup has proposed an alternative where there is mandatory 

information exchange to suppliers at the customer level. Our recent conversations with 

Elexon have indicated that from a system development perspective, it is not expected that 

there would be a significant difference in cost and systems to implement either model. 

Given that we are currently deciding on similar options as part of modification P354, we 

believe it would be appropriate to not issue an opinion until then. 

 

Q3: Does Ofgem have any overarching concern with the P344 solution that has 

been developed by the P344 Workgroup and Modification Proposer? 

 

Given the breadth of this question we are not able to provide a detailed answer. However, 

our initial assessment and our attendance at workgroup meetings so far has not raised 

concerns. Nevertheless, we will make a full assessment of the P344 solution against the 

relevant objectives of the BSC when we receive the P344 Final Modification Report.  

 

As noted at the start of this letter, the BSC Panel’s and Elexon’s decision on when to start 

investing in the central systems will determine whether GB is compliant with Article 19 of 

EBGL. As such, we trust that the BSC Panel will take this into consideration, as well as the 

provisional thinking provided in this letter, to inform it in its decision to direct the 

Workgroup as it sees fit, or on any action that it expects Elexon to take in the development 

of these systems. 

 

Yours sincerely, 

 

 
 

 

Steven Becker 

Head of SO Regulation 

                                           
2https://www.ofgem.gov.uk/system/files/docs/2017/07/ofgem_s_views_on_the_design_of_arrangements_to_acco
modate_independent_aggregators_in_energy_markets.pdf 
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