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SCHEDULED FOR 2 HOURS – 10:30am to 12:30pm 

WE HAVE A LOT TO GET THROUGH, BUT WE WILL TRY TO STICK TO THAT TIME 

Just a reminder - PLEASE ENSURE YOUR PHONE IS ON MUTE 
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FIRE DRILLS / FIRE ASSEMBLY POINTS 

BREAK TIMINGS THROUGHOUT DAY (Coffee / Lunch) 

REST ROOMS 



Matt - Intro 
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Agenda to  
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Customer & Stakeholder satisfaction scores 2015 / 16 
 
It is critical that National Grid, as the Electricity Market Reform Delivery Body, 
understand how our customers and stakeholders perceive our performance and that 
we meet expectations in carrying out our role and obligations.  
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Prequalification outcomes: 

 

• Increase of 5GW of CCGT plant from 2015 to 2016. 

• Coal went from 13.7GW in 2014 to 6.4GW in 2015 to 8.5GW 2016 due to SBR plant. 

• Additional 2.1GW storage this year, taking total to 4.8GW (incl. pump storage) 

• Doubling of DSR from 2014 to 2GW in 2016. 

• The number of units under 50MW has doubled from an average of 350 units in 2014 & 

2015 to 800 units this year, 2016. 

• Conditionally prequalified volumes moved from 1GW in 2015 to 16GW in 2016 as more 

prospective units have entered the market and have not provided the required information 

in order for them to prequalify. 
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Compared to 68.16 GW of prequalified capacity in 2015 
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It’s gone down compared to 1.8GW of prequalified capacity in 2015 because you had 
to be “completely DSR” to apply for the TA this year 
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Dates: 
• applications were submitted from 1 August to 26 August 
• we then assessed those applications from 29 August to 23 September and gave people our 

prequalification status 
• applicants were able to dispute this from 26 September to 30 September. 
 

No. of CMUs by type: 
• 250 Unproven DSR 
• 21 Proven DSR 
• 865 New Build Generating CMU 
• 8 Existing Interconnector CMU 
• 633 Existing Generating CMU 
• 13 Refurbishing Generating CMU 
• 1 New Build Interconnector CMU 

 
No. of applications received was 1,791, significantly larger than previous years (515 
for one auction in 2014) and (598 for two auctions in 2015).  
 
We have reviewed our approach to prequalification for 2016 and have improvements 
to put in place for 2017. You can take part in Ofgem consultation which closes on 11 
Nov. 
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This slide gives you an overview of the number of Disputes we received by the 
closing date of 5pm on Friday 30th September 2016 
 
715 Disputes Received 
 
65 = Pre-Qualified 
 
191 = Conditionally Prequalified 
 
459 = Rejected 
 
Internal stakeholders updated on a weekly basis to ensure that they were: 
• up to speed with the status and progress throughout the process,  
• updated on what activities the team were undertaking that week and  
• highlighting any risks, issues and concerns we may have had with associated 

mitigating actions. 
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2014 Comparison 
T-4 = 223 
Total = 223 out of 515 applications overall = 43% 
 

2015 Comparison 
T-4 = 237 
TR = 53 

Total = 290 out of 598 applications overall = 48% 
 
2016 Comparison (2.5 times as many disputes as last year) 

T-4 = 386 
T-1 = 313 
Early = 16 
Total = 715 out of 1791 applications overall = 40% (under half) 
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Webinar:  
 Most effective way of getting key messages out to high number of 
Disputes 
 Was received well, people found it useful  
 Perhaps we could run this on PreQual Results day in future 
 1-2-1 calls were not possible due to the volume 
  
Guidance Note: 
 Again, received well 
 Gave an outline of the process and  
 introduced new portal Disputes functionality 
 
FAQ’s: 
 We hoped this would provide constant updates to any common queries 
we received 
 
Team support: 
 We’ve had some great feedback from you regarding the support you 
have received although; 
 We are aware that some of you have experienced unusual delays in 
responses since the Dispute Window closed 
 Extremely busy period, unprecedented high number of queries 
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Grouped Companies to promote consistency: 
 Based on feedback from PreQual we took immediate action to ensure 
that Disputes were grouped by company to avoid any inconsistencies. 
 
5 working days to raise dispute 
 
10 working days to process: 
 2 stage process in  
 3 sections of the system 
 Not a simple process / took time 
 
90% of the Disputes we received from those who had been Rejected have now 
received a positive result 
 
Out of 715 Disputes, 668 applications, 93%,  remain in the process 
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Factual Inaccuracy Dispute – via email to emr@nationalgrid.com (anything in the 
register which is factually inaccurate e.g. typo’s etc) 
 
If you are not happy with the Reconsidered Decision given to you from the DB, then 
– Tier 2 Dispute. Ofgem has issued guidance regarding any disputes to the Authority 
and this may be found at the following web address: 
https://www.ofgem.gov.uk/publications-and-updates/applying-electricity-market-
reform-emr-tier-2- dispute (IN OUR DISPUTES GUIDANCE DOCUMENT) 
 
We want to work with you to improve the experience of PreQual and Disputes 
process for everyone, you and us. 
 
To achieve this, our commitment is that we will be contacting you, one way or 
another, to find out what we can do to support you. 
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Most of you have done this already last Friday – So thank you that. 

 

There was a bit of confusion around the operational plan, We admit it could 

have been clearer but ultimately the rules state that credit cover must be 

submitted 15 working days from the CMU becoming “prequalified” 

 

 

In accordance with Rule 4.6.1: An Applicant that, in relation to a CMU, 

receives notice from the Delivery Body under Regulation 73(2)(b) or Rule 

4.5.1(b)(ii), (iii), (iv) or (iva) of its conditional Prequalification must, within 

fifteen Working Days of such notification, provide Applicant Credit Cover to 

the CM Settlement Body in accordance with the Regulations. 

 

Accordingly if you were conditionally prequalified - irrespective of whether you 

raise a dispute - you are required to provide credit cover in accordance with 

these timescales, which this year was 14th October 2016. 

 

Step 24 of the Operational Plan refers to the “Latest date for appellants 

through the Tier 1 dispute process to post credit cover”. This step should be 

read in conjunction with step 18 which states that all applicants have 15 

working days from their original prequalification decision.  
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When the credit cover can be released you must write to the Settlement Body requesting release. National Grid 
will have also notified the Settlement Body that the credit cover can be returned. The Settlement Body are 
required to release the credit cover as soon as reasonably practical and it will be returned in the same manner as 
it was provided e.g. if a cash deposit was provided this will be repaid to the capacity provider. Process should be 
as follows: 
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There is going to be a deployment for two weeks from the 24th October until 7th November. During this time you will not be 
able to log into the portal. As a result if you wish to upload planning consents to the portal, you can do, as long as it is before 
21st October (this Friday). 
 
After this date you can still send in planning consents but it will have to be via email and we will go into the system and add 
them for you.   
 
 
4.7.2 On the date falling 16 Working Days prior to the commencement of the first Bidding Window the Delivery Body must 
notify the Applicant in relation to each CMU to which this Rule 4.7 applies whether or not it has Prequalified, based solely on 
whether or not the Delivery Body has received the documentation referred to in Rule 4.7.1.  
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A price maker is someone who can leave the auction whenever they want.  
 
A price taker is someone who must stay in the auction until the price gets to £25/kw, 
as determined by BEIS. 
 
Documents have to be submitted to us 15 WD before the auction 

40 



In the case of a New Build CMU or a Refurbishing CMU, specifies the duration of 
Capacity Agreement in whole Delivery Years (not being greater than the Maximum 
Obligation Period for that CMU) that it requires at the Price Cap. 
 
 
 

41 



DSR CMU (either Proven or Unproven): in addition to confirming the entry to the 
auction, DSR applicant may nominate the capacity (in MW) that it wishes to enter 
into the auction. This capacity is called the Bidding Capacity. Such capacity cannot 
be greater than the De-rated Capacity. 
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Level 1 Prequalification Disputes = Should be a quick win, easy to rectify, uploading 
documents or providing written confirmations. WE ARE NOT EXPECTING TO HEAR 
FROM CUSTOMERS REGARDING LEVEL 1 DISPUTES AS THIS WEBINAR AND 
GUIDANCE SHOULD BE ENOUGH.. 
Level 2 Prequalficiation Disputes = Could take a little more time for customers to 
obtain and provide correct, updated information 
Level 3 Prequalification Disputes = Complex issues which will likely require more 
work on behalf of the customer to obtain the relevant information and will likely 
require a conversation with the CM Team DURING THE WINDOW. 
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- Recap of messages / slides from previous presentation. 
 

- No run through the scenarios but I can field any questions in presentation as well 
as during the breaks. 
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- NISMs have been subject to a name change to Electricity Margin Notice 

 

- EMNs include some element of engineering adjustment as control room deploy their skills, 

knowledge and experience 

 

- We expect to see more CMNs than EMNs due to make up, but many valid reasons why no EMN 

following a CMN and vice versa 

 

- May 9th was unlikely to have been a CMN 

 

- A lot will depend on how close to real time participants update BM data items (MELs, Dynamic 

Parameters etc).  Calc is exposed to this, reinforcing the notice to review BMRS more closely 

 

- At the very highest level the available generation in any SP (4 hours out) is required to be greater 

than Demand + Operating Margin + 500MW tolerance to trigger a CMN 

 

- However, as you would expect the calculation is somewhat more involved than this, and takes 

into account a number of critical factors 

 

- Reinforce learning opportunity as Daily triggers would be an issue clearly 

 

- Different to DRM calc (TBC). Worth noting that DRM was designed to reflect a 50% potential for a 

demand control event where the DRM was 0MW 

 

- Reinforce the messages from previous page that this is an alert only and not an operational tool, 

simply a heightened potential for a System Stress Event and to watch for other SO warnings 
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Desktop, Tablet and Mobile platform available 
 
Please subscribe  
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- DRM always uses 1260MW Largest Loss in real time (the market preferred the 
certainty of using a fixed number, even though it makes DRM and LOLP worse at 
times when the largest loss is smaller). 
 

- The largest loss reserve component represents the amount of reserve that is 
consumed when units are selected for response, the response requirement is 
based on a fixed largest loss and demand.  
 

- Regardless of leadtime, we’d expect control room to hold the same amount of 
response, and therefore the largest loss reserve figure shouldn’t change. 
 

- The rest of the reserve requirement (the bit reflecting 4hr, 6hr, 8hr PN 
uncertainty) is set to zero.  If this were not the case, it would mean that a DRM of 
zero would not equal a 50% chance of not meeting demand. 
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- From an SO perspective the CM is very real from this year 
 

- Real opportunity to learn within what should be seen as a pilot winter 
 

- CMNs are a requirement under the CM Rules and are not an operational tool that NG 
would otherwise have introduced. 
 

- CMNs are an automated calculation that is based on data provided by the 

industry to NG 
 

- There is no discrete dispatch signal in the CM.  CMNs are more of a fuel light in a car, a 
heightened potential of a Stress Event 
 

- NG will continue to use operational messages on the BMRS and DRM data 
 

- Very difficult to determine number of CMNs there will be 
 

- Same for System Stress Events but as these require a Demand Control Event we’d hope 
very, very rare 
 

- Stress Event analysis will be new for all so would appreciate patience if demand control 
issued 
 

- Discrete website developed with email and SMS alerts.  This reflects the non-
operational nature of the messages and separation of such. 
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I want to cover the Auction Parameters (published Friday8th July) to be updated 4th 
Nov  
Also go through the auction process 
 
-timeline 
 
-demand/supply curve 
 
-auction reporting 
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This timeline shows how the auction will run in 2015  
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Net-CONE is defined as the cost of a new entrant after accounting for wholesale and 
ancillary market revenues 
 
Target Capacity- capacity to buy at Net cone 
 
Price Cap – roughly 2x net cone it is the maximum price that the auction could clear 
(at minimum volume to procure) 
 
Price Maker- CMU with no restriction on exit bids i.e. can enter an exit price valid in 
the first round 
 
Price Taker threshold- this is the highest price where the price taker can exit the 
auction and freely bid upto this. it will be set at a level that ensures that the majority 
of existing plants should be willing to participate in the Capacity Market without 
being price 
Makers 
 
Price Taker- all existing CMU’s (unless a not a maker) unless price maker 
memorandum submitted to Ofgem 
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Auction parameters- published Friday 8thJuly  
 
Main ones are the target volumes – 52GW/53.8GW & 300MW 
 
15 year threshold £255- this is the minimum kw spend on a project to justify a 
15year agreement 
 
3 year threshold £130- this is the minimum kw spend on a project to justify a 3year 
agreement 
 
Price Cap/Net Cone/Price taker threshold we discussed earlier 
 
Missing the time banded discount for the TA (this is the discount to the clearing 
price) for Oct-March Mon-Fri 9-11/ 16.00-20.00 set at 70% so if the cleaing price is 
£10 then participant receives £7 
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This is the Demand and supply curve from 2015 T-4 Auction 
 
You can see from  the demand curve.. the solid line on left 
 -target 
 -volume at price cap 
 -volume at price £0 (theoretical level we cannot meet) 
 
On the right you can see the supply curve 
 -starts at full volume of 47.7GW at the price cap of £75 
 -reduces as the round progress and the price drops 
 -cleared round 12 at £18 volume 46.3GW 
 
You can see the Price taker threshold at £25 and the activity in that round 
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I want to explain the auction  
 
• Descending clock – also know as a Dutch auction as auctioneer starts with the 

highest price and reduces until participants are no longer willing to offer capacity  
 
• First round starts at the price cap  

 
• each round had a £5 price spread i.e. R1 range £75-£70 

 
• Auction is run across Multiple rounds until the demand and supply curves meet 

 
• Very low probability that an exact match will be met as the auction can clear to 

the 1p and 1kw in which case the auction system uses the Net Welfare Algorithm 
(detail in Ch5) 
 

 -The Net Welfare Algorithm evaluates the integral specified in Rule 5.9.6 to determine whether to 

include the marginal 
unit. The algorithm subtracts the additional cost of procuring the marginal unit from the welfare gained by 
procuring the marginal unit. If the result is positive i.e. the welfare gained by procuring the additional unit 
outweighs the cost, the 
unit is included, and the Clearing Price is set to the Exit Bid Price of that unit 
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Auction Activity recap 
- If prequalified and enter the auction but Do nothing in the auction you will et an agreement 

 
- An Exit bid is used to take you out of the auction (if your exit bid is higher that the clearing price) 

 
-DBA used to reduce duration or refurb to pre-refurb 
-simple system/ internet based /no software 

60 



This timeline shows the main process for a participant for an auction 
 
-prequalified 
 
-training 
 
-setup passwords and pins to access the auction system 
 
-Confirm entry at T-15 
 
-participate in auction 
 
-auction results 
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Auction reporting 
 
Basically we make sure that no market sensitive information is available to 
participants before the market  
 
When auction clears the DB published the price range externally 
 
Bidders receive their invididual results at 8pm 
 
Market seems the full report either 8pm  
 or 
07.00 the next day 
 
Depending on whether the auction clears Am or PM  
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A bit about the Auction system background 
 
• Auction system is derived from the CM rules and amended annually as required 

 
• IBM, The Delivery Body and Deloitte each build a separate auction model to 

compare results when different clearing scenarios were tested  
 

• System tested against 30 clearing scenarios such as what if a unit moves from 
refurb to prerefurb at the point that the auction clears/ what is the auction clears 
at the price cap of a round/ price floor of a round/  
 

• The results of the auction are ‘verified’ by the Auction Monitor who is deloitte – 
they produce a report 2 days after the auction with their findings 
 

• -deloitte are present in the Auction Room (as well as IMB/Power 
auctions/Deliverybody making up circa 9 members……you think the rounds take a 
long time!!) 

  

63 



Auction Software 
Simple Easy Accessible 
 
Access via the internet 
 
No software to download 
 
Accessible on Portable devices 
 
Passwords and Pins to access the auction system set up via the admin system 
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Training-  
 
-material available including user guides and webcast 
 
-On-line training 
 
-Mock Auction 
 
-Auction 
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- Scripts and guidance will be issued to AI’s in advance of the mock auction 
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