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Code Administrator Consultation Response Proforma

CMP448: Introducing a Progression Commitment Fee to the Gate 2
Connections Queue

Industry parties are invited to respond to this consultation expressing their views
and supplying the rationale for those views, particularly in respect of any specific
questions detailed below.

Please send your responses to cusc.team@neso.energy by 5pm on 24 June 2025.
Please note that any responses received after the deadline or sent to a different
email address may not receive due consideration.

If you have any queries on the content of this consultation, please contact Joe
Henry Joseph.henry2@neso.energy or cusc.team@neso.energy

Respondent details Please enter your details
Respondent name: Rob Smith

Company hame: Enso Energy

Email address: Rob.smith@ensoenergy.co.uk

Phone number:

Which best describes OConsumer body OStorage
your organisation? ODemand OSupplier
ODistribution Network OSystem Operator

Operator OTransmission Owner
XGenerator OVirtual Lead Party
Oindustry body OOther

UlInterconnector

I wish my response to be:

(Please mark the relevant = X Non-Confidential (this will be shared with
box) industry and the Panel for further
consideration)
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O Confidential (this will be disclosed to the
Authority in full but, unless specified, will not
be shared with the Panel or the industry for
further consideration)

For reference the Applicable CUSC (non-charging) Objectives are:

i.  The efficient discharge by the Licensee of the obligations imposed on it by
the Act and by this licence*;

ii.  Facilitating effective competition in the generation and supply of
electricity, and (so far as consistent therewith) facilitating such
competition in the sale, distribution and purchase of electricity;

ii. ~Compliance with the Electricity Regulation and any relevant legally
binding decision of the European Commission and/or the Agency ** and

iv.  Promoting efficiency in the implementation and administration of the
CUSC arrangements.

* See Electricity System Operator Licence

**The Electricity Regulation referred to in objective (iii) is Regulation (EU)
2019/943 of the European Parliament and of the Council of 5 June 2019 on the
internal market for electricity (recast) as it has effect immediately before IP
completion day as read with the modifications set out in the SI 2020/1006.

For reference, (for consultation questions 5) the Electricity Balancing
Regulation (EBR) Article 3 Objectives and regulatory aspects are:

a) fostering effective competition, non-discrimination and transparency in
balancing markets;

b) enhancing efficiency of balancing as well as efficiency of national
balancing markets;

c) integrating balancing markets and promoting the possibilities for
exchanges of balancing services while contributing to operational

security;
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d) contributing to the efficient long-term operation and development of the
electricity transmission system and electricity sector while facilitating the
efficient and consistent functioning of day-ahead, intraday and balancing

markets;

e) ensuring that the procurement of balancing services is fair, objective,
transparent and market-based, avoids undue barriers to entry for new
entrants, fosters the liquidity of balancing markets while preventing undue
market distortions;

f) facilitating the participation of demand response including aggregation
facilities and energy storage while ensuring they compete with other
balancing services at a level playing field and, where necessary, act
independently when serving a single demand facility;

g) facilitating the participation of renewable energy sources and supporting
the achievement of any target specified in an enactment for the share of

energy from renewable sources.

What is the EBR?

The Electricity Balancing Regulation (EBR) is a European Network Code

introduced by the Third Energy Package European legislation in late 2017.

The EBR regulation lays down the rules for the integration of balancing markets
in Europe, with the objectives of enhancing Europe’s security of supply. The EBR
aims to do this through harmonisation of electricity balancing rules and
facilitating the exchange of balancing resources between European
Transmission System Operators (TSOs). Article 18 of the EBR states that TSOs
such as the NESO should have terms and conditions developed for balancing

services, which are submitted and approved by Ofgem.
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Please express your views in the right-hand side of the table below, including
your rationale.

Standard Code Administrator Consultation questions

1

Please provide your
assessment for the
proposed
solution(s) against
the Applicable
Objectives against
the current

baseline?

Mark the Objectives which you believe the
proposed solution(s) better facilitates than the

current baseline:

Original O Oi Oiii Oiv
XINone

WACMI Oi Oii Giii Oiv
XINone

WACM2 Oi Oii Oiii Oiv
XINone

Click or tap here to enter text.

implementation

approach?

2 Do you have a OOriginal
preferred proposed OWACMI
solution?
OWACM2
XBaseline
CNo preference
Click or tap here to enter text.
3 Do you support the | OYes
proposed SING

Click or tap here to enter text.
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4

Do you have any

other comments?

We have significant concerns with this modification proposal

This proposal is moving the justification of a change to the CUSC
from an identified issue or defect to a perceived, unsubstantiated,
future defect or issue. Further this is a proposal in which the
proposer freely admits they were unable to provide any
quantitative analysis to support if this defect will emerge or the
impact this perceived defect will have on the market or the
implications the solution would have for consumers.

"NB - The Proposer further recognised that they were unable to
demonstrate any consumer benefit or costs from the quantitative
analysis presented and stated that their belief that this proposal
was beneficial for consumers was based on the previous qualitative
information provided. "

This is a theme that persists throughout the modification. The
threshold trigger was based, originally, on 5% of the capacity that
is likely to receive a gate 2 offer, However, other than being a
round number, the proposer has not presented any analysis that
demonstrated why this is an effective measure of queue health.
The proposer has offered no greater justification for the trigger
value being 5% as opposed to 3% or 10%. As such we struggle to
understand how the 5% value could be defended and further
compounds the purely theoretical nature of this issue.

We would also question the validity of the behavioural logic that is
at the cornerstone of this modification. The presumption that,
faced with a perceived negative NPV, a developer will pause Devex
spend and resurrect this activity and associated spend later if NPV
becomes more favourable. However, this logic is flawed on several
points.

e Developers tend not to overly utilise NPV so early in a
project given the level of uncertainty and binary risk the
project still faces, so it is unlikely this will be a trigger to
consider Devex spend.

e M1, in most cases, is calculated forward from the point
that the connection offer is signed. This timeframe was
defined based on the analysis that a consultant, hired by
NESO in CUSC modification CMP434/435, suggested would
be the average time required to prepare a planning
application.

e The proposal suggests that this activity could be paused
and resurrected later. However, by doing so, based on the
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NESQO’s previous analysis, this would not allow enough
time for the pre planning activity to be completed and the
developer would fail its own deadline. This means at the
point the developer stops funding it’s planning work they
are not deciding to pause but are deciding to cancel the
project.

e Therefore, the only question is whether, without a further
incentive, the developer will actively cancel the project
prior to the M1 deadline. Given, for many projects,
connection liabilities and the need to post associated
securities, will start to become material, we would suggest
that there is adequate incentive to cancel the connection.
However, if that is not deemed sufficient, and we would
argue it is, then the PCR should reflect the level of
incentive required to put in this paperwork. If a 100MW
project has failed and the cost of sitting on it for 6 months
was (£250*100MW) £25,000, we would argue that this is
more than adequate to incentivise a couple of hours of
work on the part of the developer. The £2500/MW to
£10,000/MW in the original proposal is incredibly
excessive to drive this behaviour, leads to an inefficient
allocation of Devex funds and is accompanied with several
detrimental impacts on project development and market
investment appetite.

We also disagree with the presumption that, as this modification
will only be enacted if a queue health metric is breeched, it will
have no impact on developers until that point. The proposal fails
to recognise that this risk hangs over a developer when they
initiate a connection application regardless of whether the PCF has
been enacted. This is not a zero cost. Developers will need to make
provision to secure funding against the possibility that this PCF is
activated (something that is beyond their individual control to
mitigate). Having this facility available costs money, which again
will lead to increased, inefficient, project costs and maybe a
disincentive to invest.

Given the lack of quantitative analysis, the proposal relies on a
gualitative argument to justify itself. However, this argument is
not balanced, as highlighted by the considerable feedback by the
working group on this point. It over emphasises the perceived,
unsubstantiated benefits of this proposal and fails to understand
and assess the impact this change will have on project viability
specifically, and market risk appetite generally.
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this proposal will significantly increase developer and investor risk,
which will lead to increased borrowing risk premiums and
increased direct costs if the PCF is activated. It will also lead to
consequential reduced appetite by credible developers to progress
projects. Once instigated, the PCR will require investment to be
diverted from project development, which will increase the cost of
equity. It will increase costs on projects that still have binary risk
and the hurdle rate for investment will increase. This will have
knock on implications for CFD prices as developers will need to
recover these increased costs and ultimately has a risk of costs
being passed on to the end consumer.

This proposal will not impact a significant proportion of the existing
Whole Queue to Gate 2 portfolio as planning submission for many
of these projects will already have been submitted. It will have
significant impacts on projects that require long planning
submission timescales, where there are a minimum of seasons
required for certain surveys.

This modification will have the greatest impact for projects that
make applications in subsequent Gate 2 rounds. The existing
connection reform proposals, queue milestones and CP2030
guotas already make future investment conditions challenging.
The additional binary risk of up to £10,000/MW that the developer
must make provision for will have a sobering effect on investor
appetite.

Do you agree with
the Workgroup's
assessment that
the modification
does not impact
the Electricity
Balancing
Regulation (EBR)
Article 18 terms and
conditions held
within the Code?

XYes

CINo

Click or tap here to enter text.
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