[bookmark: _GoBack]Attachment D: Interactions between P461 and other relevant Modifications
This Attachment describes the interactions between P461 and other relevant VLP-related Modification Proposals. In summary:
· The P461 legal text was drafted against a baseline that did not include Modification P415 (‘Facilitating access to wholesale markets for flexibility dispatched by Virtual Lead Parties’), and therefore the drafting does not allow for the possibility of Trading Secondary BM Units delivering volumes for sale in the wholesale market (or Imbalance market). As a result, the legal text (as currently drafted) would have the unintended consequence of preventing these Delivered Volumes from being reported to Suppliers on the P0287 data flow.
To solve this issue, the P461 legal text must be aligned with Approved Modification P415, by amending paragraph T4.3B.6 to calculate SBMUAFi2j from QDEi2j for Trading Secondary BM Units (and QSDi2j for other Secondary BM Units). This could be done as a separate alignment Modification following approval of P461, or as part of the P461 process (were Ofgem to send P461 back for a second time).
· In considering the interaction of P415 and P461 we have identified a second potential issue. P461 (once aligned with P415 as described above) will ensure that (subject to customers consenting to disclosure of their data) the P0287 data flow provides Suppliers with the data required to allocate Imbalance adjustments (and/or Imbalance Charges more generally) to the customers causing them. However, it will not provide Suppliers with the information needed to allocate the Daily Supplier Compensation Cashflow (introduced by P415) to customers.
Although this may be an issue for Suppliers who wish to allocate costs accurately to their customers, it is not necessarily possible or appropriate to resolve it as part of P461, because it is an issue that:
1. Falls outside the scope of Modification P461; and
2. May well be resolved by Modification P444 (‘Compensation for Virtual Lead Party actions in the Balancing Mechanism’) which would (if approved) lead to Suppliers receiving the same compensation for volumes in the BM and wholesale market.
·  We have not identified any other interactions with Modifications P344, P415, P444 or P473.
1.	P461 interactions with Modification P344
BSC Modification P344 (‘Wider Access & Project TERRE’) was implemented in December 2019, and introduced:
· The Virtual Lead Party (VLP) role, to allow independent aggregators to participate in the Balancing Mechanism;
· Arrangements for adjusting Suppliers’ Imbalance volumes, so their imbalance positions are not impacted when their customers deliver Bid Offer Acceptances through a VLP; and
· The P0287 data flow, which reports Delivered Volumes to Suppliers (subject to the customer having consented to the disclosure). This allows the Supplier to allocate Imbalance adjustments and/or Imbalance volumes more broadly to the customers who have caused them.
Modification P461 addresses an issue with the P0287 data reported to Suppliers. In this sense, the purpose of P461 is to correct an issue with the original P344 solution.
2.	P461 interactions with Modification P415
Ofgem has approved BSC Modification P415 (‘Facilitating access to wholesale markets for flexibility dispatched by Virtual Lead Parties’) for implementation in November 2024. It will allow independent aggregators to access the wholesale market (and/or Imbalance market) in a new Virtual Trading Party (VTP) role. The imbalance correction continues as that done in P344 and so does the Supplier reporting option requiring customer consent. However, a new compensation arrangement has been introduced which will compensate Suppliers for adjustments made to their imbalance positions as a result of VTP action in the Wholesale Market (and/or Imbalance market).
The legal text for P461 was drafted on a pre-P415 baseline and, as a result, it has the unintended consequence of preventing Delivered Volumes sold in the wholesale market from being reported to Suppliers on the P0287 dataflow. To illustrate this, consider the example from Section 3 of the P461 Draft Modification Report, but now suppose that the Offer volume instructed by NGESO was only 0.3 MWh. This means the other 0.1 MWh delivered by the Secondary BM Unit is available for sale in the wholesale market and/or Imbalance market:Example of a Trading Secondary BM Unit delivering in both the Balancing Mechanism and wholesale markets
Supplier 1’s BM Unit
Contains Customer 1 (and other customers not included in the Secondary BM Unit)
VLP’s Secondary BMU
QMij = 0.9 MWh
SEVij = 0.5 MWh

Customer 1
Metered Export = 0.1 MWh
Delivered Volume = 0.3 MWh
Customer 2
Metered Export = 0.8 MWh
Delivered Volume = 0.2 MWh
Supplier 2’s BM Unit
Contains Customer 2 (and other customers not included in the Secondary BM Unit)

The approved P415 solution will settle this scenario as follows:
· The Deviation Volume (QDEij) is calculated as the difference between the Metered Volume (QMij) and the Settlement Expected Volume[footnoteRef:1] (SEVij) i.e. QDEij = 0.9 – 0.5 = 0.4 MWh [1:  A Settlement Expected Volume (SEV) is used in place of a Final Physical Notification (FPN) for Settlement of Baselined BM Units (in accordance with BSC Modification P376, ‘Utilising a Baselining Methodology to set Physical Notifications’). Modification P415 requires Trading Secondary BM Units to be Baselined BM Units (and therefore settled using an SEV).] 

· The Delivered Volumes reported by the VLP sum to 0.5 MWh, and these will be scaled down to match the Deviation Volume. Therefore the adjustments made to the Suppliers’ imbalance positions will be 0.24 MWh for Supplier 1 and 0.16 MWh for Supplier 2 (rather than the 0.3 MWh and 0.2 MWh reported by the VLP)
· The Wholesale Market Proportion of Delivered Volume (WMi2j) will be calculated as 0.25, reflecting that 75% of the total Deviation Volume represents an Offer Volume, and the remaining 25% is available for sale in the wholesale market and/or imbalance market.
· The current P461 legal text calculates the Period Secondary BM Unit Adjustment (SBMUAFi2j) based on the volume delivered in the Balancing Mechanism (not the total Delivered Volume):
SBMUAFi2j = QSDi2j / i VBMUSDVi2ji = 0.3 /0.5 = 0.6
This SMBUAFi2j value is intended as an adjustment factor that SVAA can apply to the values in the P0287 dataflow, to ensure that they match the adjustments actually made to the Suppliers’ imbalance positions. But because the calculation only takes into account the volumes delivered in the BM, it has the unintended consequence of ensuring that the data in the P087 dataflow only accounts for the 0.3 MWh delivered in the BM, and not the 0.1 MWh delivered in the wholesale markets and/or imbalance markets: 
	
	Delivered Volumes (as reported by VLP)
	Adjustments to Suppliers’ Imbalance Positions
	Delivered Volumes (as reported to Suppliers)

	Supplier 1
	0.3 
	0.24
	0.18

	Supplier 2
	0.2
	0.16
	0.12

	Total
	0.5
	0.4
	0.3


This issue means that P461 has not achieved its aim of ensuring that the volumes reported to Suppliers (on the P0287) match the adjustments made to Suppliers’ Imbalance positions. This is because the P0287 data only reflects volumes sold in the BM, whereas the Imbalance adjustments also take into account volumes sold in the wholesale markets and/or imbalance markets. As a result of this issue, the current P461 legal text does not correctly address the issue P461 was intended to solve, which was to ensure “that (subject to customer consent) Suppliers are provided with the information required to accurately allocate values of Period Supplier BM Unit Delivered Volume (QBSDij) calculated by SAA to the individual Metering Systems causing them.”
To resolve this, the P461 legal text must be aligned with Approved Modification P415, by amending paragraph T4.3B.6 to calculate SBMUAFi2j from QDEi2j for Trading Secondary BM Units:
	Draft of Changes Required to Align Pararaph T4.3B.6 with P415
In respect of each Settlement Period, for each Secondary BM Unit "i2", the Period Secondary BM Unit Adjustment (SBMUAFi2j) is the amount determined as follows:
(a)	in respect of Trading Secondary BM Units:
		SBMUAFi2j = QDEi2j / i VBMUSDVi2ji
(b)	in respect of all other Secondary BM Units:
		SBMUAFi2j = QSDi2j / i VBMUSDVi2ji
where i represents the summation over all Supplier BM Units ‘i'.
and the Period Secondary BM Unit Adjustment (SBMUAFi2j) will be sent to SVAA per settlement date and run type.


This change could be made as a separate alignment Modification following approval of P461, or as part of the P461 process (were Ofgem to send P461 back for a second time). Note that it was not possible to make the change as part of the current Send Back process, because of the requirement (in BSC Section F2.7B.1) to submit a revised report to Ofgem within two months for any Modification that amends EBGL Article 18 terms and conditions.
3.	Allocation of Daily Supplier Compensation Cashflows to Customers
Our investigation of the issues described above has revealed another potential issue arising from Approved Modification P415 that may affect Suppliers who seek to pass through charges to customers (but is outside the scope of Modification P461).
Modification P415 includes a new cashflow (the “Daily Supplier Compensation Cashflow”) that pays Suppliers (at a Reference Price) for adjustments made to their Imbalance position as a result of VLP actions in the wholesale market (or imbalance market). However (subject to the outcome of Modification P444) this compensation does not apply to VLP actions in the Balancing Mechanism.
This means that the P0287 dataflow will (subject to customer consent) notify the Supplier of the total volume delivered by each customer, but it won’t tell them how much of that volume was eligible for compensation under P415. Suppliers will therefore be able to allocate Imbalance adjustments to individual customers, but will not necessarily be able to allocate the associated Daily Supplier Compensation Cashflows. This issue could potentially be solved by:
· Having SAA report the Wholesale Market Proportion of Delivered Volume (WMi2j) to SVAA; and
· Amending the structure of the P0287 data flow so that it reports the volume subject to compensation (i.e. the product of Delivered Volume and WMi2j), as well as the total Delivered Volume.
However, such a change would fall outside the scope of P461. Also Modification P444 (if approved by Ofgem) would remove the need for this change, as it would lead to Suppliers receiving compensation for all of the volumes reported in the P0287 dataflow. 
4.	P461 interactions with P473
BSC Modification P473 (‘Correcting inconsistencies in the P415 Legal Text’) was raised by the BSC Panel on 9 May 2024, to resolve a number of minor errors and inconsistencies in the P415 legal text. We do not believe that any of these interact with the P461 solution.
