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Industry Expert Panel Summary
Meeting held Tuesday 8th September 2026
IEP 5 provided members with an update on the current development of the Package 1 policy designs, the Cost-Benefit Analysis (CBA) and implementation planning. This paper summarises the discussions held during the meeting. 
Lower Balancing Mechanism (BM) threshold discussion 
Policy design
· The proposed design introduces a graduated framework for Lower BM participation, with different requirements applying depending on asset size and status, as seen in the table below.
· A full participation would require submission of Physical Notifications (PNs), Bids and Offers, dynamic parameters and operational metering data.
· In addition, a visibility-only route is proposed for certain smaller generation assets, requiring operational metering and PNs, but not full BM participation.
· The updated policy design for Lower BM threshold presented and discussed with the IEP follows on the next Table. 
	Proposed Lower BM Threshold Policy Design

	Participation tiers


Feature
	 Retrospective application
Existing assets above the specified threshold would be required to comply with the new BM participation requirements after implementation
	Full participation
Eligible assets would be required to meet all BM participation requirements (dynamic parameters, bids & offers, PNs, and operational metering)
	Visibility only
Eligible assets would be required to provide operational data and PN to NESO but would not be required to actively participate in the BM

	 Threshold
	 ≥30 MW
	 ≥10 MW
	≥1 MW

	 Applies to
	Existing demand assets and generation assets connected on or after 27 April 2019 (complying with EREC G99)
	New generation and demand assets
	New generation assets

	 Requirements
	Full BM participation (dynamic data, bids/offers, PN, operational metering)
	Only submit PN data and operational metering

	 Aggregation
	We expect that existing aggregated units can stay aggregated, but will be reviewing ongoing arrangements for aggregation, particularly for new assets. This will be to minimise the impact of aggregated units across system constraints.
	Aggregation would be authorised, but aggregated units must fully participate in the BM, as per current rules.

	 Contract
	Assets in scope would are expected to be required to enter into a new type of connection contract and comply with full BM participation requirements. The definitive instrument to fulfill this requirement is still under consideration,  and will be part of the final design of the reform.
	New generation assets ≥1 MW would are expected to be required to enter into a new type of connection contract and provide operational visibility to NESO. The definitive instrument to fulfill this requirement is still under consideration,  and will be part of the final design of the reform.

	Phasing
	In scope from 2032 as part of phase 3, however voluntary participation is welcome prior to the application of mandatory retrospectivity.
	Phase 1: ≥30MW from 2029
Phase 2: ≥10MW from 2030
	In scope from 2032 as part of phase 3

	Implementation considerations
	Final tranche of process changes delivered prior to phase 3.
A programme must be in place to manage retrospective migration of assets.
	OBP will be fully operational prior to phase 1. It is expected that some system changes will be implemented prior to phase 2, with all implemented prior to phase 3.
Consideration of how to manage changes to existing connection offers to ensure parties have support to meet BM registration requirements.  
	Final tranche of process changes delivered prior to phase 3.
Primacy rules should be agreed and codified prior to phase 3.
Aggregation rules must be agreed.
Industry engagement programme must be in progress.



 Implementation Phasing
· Phase 1 will cover all newly connected assets 30MW and above with connection date from 2029.
· Phase 2 will cover all newly connected assets 10MW and above with connection date from 2030.
· Phase 3 will cover the smaller assets and retrospective assets from 2032.
Contractual and Metering Arrangements
· The proposed Lower BM framework would introduce a new connection contract, similar to a Bilateral Embedded Generation Agreement (BEGA), for participating assets. This contract would establish the operational obligations associated with Lower BM participation, including the provision of operational data and compliance with participation requirements. 
· The design seeks to minimise barriers to participation by allowing assets to retain either Central Volume Allocation (CVA) or Supplier Volume Allocation (SVA) metering arrangements for settlement purposes, rather than requiring all participants to transition to CVA metering.
· The proposed approach aims to support wider participation in the BM while reducing the need for costly metering changes, particularly for smaller and distributed energy resources.
· The contractual framework remains under development, with further consideration being given to the detailed obligations, implementation requirements and interaction with existing connection and settlement arrangements.
CBA
· The CBA presented the hypothesis that expanding BM participation could reduce the volume of physical NIV chasing by bringing a greater proportion of flexible assets into the BM, thereby increasing transparency and competition in balancing actions.
· Baringa set out three principal benefit mechanisms for assessment: reduced energy imbalance costs, lower constraint management costs, and reduced reserve procurement costs arising from improved visibility of system conditions.
· Members were presented with the key assumptions underpinning the assessment, including future BM participation levels, BM onboarding capability, skip rates, primacy arrangements and the level of non-BMU NIV chasing in the counterfactual.
· The analysis highlighted that the scale of benefits is expected to depend on successful implementation, including improvements to BM registration processes, reductions in avoidable skip rates, effective primacy arrangements and enhanced use of operational data.
Key IEP discussion points 
· IEP members sought clarity on how aggregation would operate under Lower BM, including who could aggregate, the treatment of sub-threshold assets and the continuation of existing routes such as Secondary BM Units. Members also questioned whether the move towards greater asset-level visibility could place aggregated portfolios at a disadvantage. Further detail on aggregation arrangements, including eligibility, treatment of sub-threshold assets and aggregated portfolios, is provided in the table above. Stakeholders queried whether Lower BM could impact early connection opportunities for assets operating under Active Network Management (ANM) or other constrained-access arrangements, due to potential limits on their ability to make capacity available to the BM.
· NESO noted the feedback and will provide further clarity through the Target Operating Model (TOM) on how Lower BM participation requirements and distribution-level technical limits, including assets connected under ANM arrangements.
· Stakeholders welcomed the inclusion of demand-side participation and requested greater clarity on modelling assumptions relating to demand participation, network constraints and primacy arrangements. Following a clarification of some of the points raised:
· The methodology assumes Consumer-Led Flexibility (CLF) primarily responds to wholesale market price signals through demand shifting in DA and ID markets. The extent to which CLF participation in the BM influences the impacts of individual reforms is being tested through sensitivity analysis. CLF is being represented through following archetypes: EV, Heat pump, Data centre, Electrolyser, Conventional residential/commercial consumers.
· Constraint costs are derived from power flows across a network representation aligned to Electricity Ten Year Statement (ETYS) 2025 transmission boundary capabilities and planned reinforcements.
· NESO is not expecting mandatory BM participation to adversely affect DSO flexibility markets, as main assumption is to have coordinated procurement and operation across both markets. Assets subject to Active Network Management (ANM) constraints may not be able to make their full capacity available to the BM, which has been reflected through representative assumptions.
· BM registration, onboarding capability and skip rates were identified as critical implementation dependencies for delivering the anticipated benefits. NESO is considering this as a key element of its implementation assessment and will be part of the implementation roadmap. 
· Concerns were raised regarding the treatment of metering, communications and other implementation costs, particularly for smaller assets and DNOs. After the discussion NESO and Baringa have been engaging with DNOs to understand better their impacts and costs.
· Member discussed the value of real-time visibility on smaller assets, considering that the current operational metering requirements for these assets
· Members discussed options to accelerate participation from smaller assets, alongside questions on revenue stacking, network charging arrangements and the utilisation of storage assets behind constraints.
Shorter Settlement Period (SSP) discussion
Policy design 
· The current base-case design proposes moving from a 30min Settement Period (SP) to a 15min SP, with a 5-min SP continuing to be considered as an alternative option.
· The Market Time Unit (MTU), which defines the time interval over which electricity is traded in the Day-Ahead and Intraday markets, would be aligned with the SP. This would ensure that market participants trade, schedule and settle energy over the same 15-minute periods, creating consistency between trading and settlement arrangements.
· Under the proposed design, Gate Closure would move to 60 minutes before real time, reducing the period available for balancing actions from 90 minutes to 75 minutes.
· SSP are expected to increase the granularity of market signals and settlement outcomes, helping market participants respond more accurately to changes in system conditions.
Phasing and Metering Approach
· Implementation would be phased according to consumer type and metering capability.
· Wholesale market participants and larger consumers would transition first, with implementation currently assumed in 2032.
· Implementation for retail consumers, including domestic and small commercial customers, is currently assumed in 2035, reflecting the expectation that meter replacements would occur through the existing asset replacement cycle.
· Metering changes for larger consumers would be delivered on a site-specific basis, while retail metering upgrades would align with existing meter replacement cycles.
Enduring Settlement Arrangements
· The proposed end-state would align wholesale and retail settlement arrangements on a common settlement period.
· Retail consumers without metering capable of supporting SSPs would not need to be immediately upgraded. Instead, their consumption would be allocated across 15min periods using a profile or estimation.
CBA
· The CBA assumes that SSPs would create more granular imbalance signals, incentivising market participants to better align contracted and physical positions and reduce structural imbalances.
· More granular signals are expected to shift a greater proportion of imbalance resolution into wholesale markets, reducing reliance on BM actions.
· The assessment presented the hypothesis that resolving imbalances through wholesale markets may be more efficient than resolving them in the BM, resulting in lower overall system costs.
· Potential system benefits identified include reductions in energy imbalance costs and reserve procurement requirements, subject to broad adoption of 15min trading and settlement arrangements
Key IEP discussion points 
· Stakeholders stressed that the case for SSP should be assessed on deliverability as well as benefits, with concerns raised around programme governance, industry readiness, implementation risk and lessons from previous industry change programmes.
· Members highlighted uncertainty around implementation costs, requesting greater transparency on metering, communications, data transfer and wider industry costs, particularly for business and half-hourly settled customers.
· Stakeholders questioned a number of key assumptions underpinning the benefits case, including demand participation levels, load shaping arrangements and the magnitude of reserve procurement savings.
· The feedback will be considered as part of the ongoing refinement of the CBA, with further evidence and justification to be provided where stakeholders have challenged key assumptions. Several members emphasised the need for a phased and realistic implementation approach, noting that successful delivery is likely to depend on wider industry processes, governance arrangements and supporting code changes. Implementation considerations and sequencing will be explored further through the development of the implementation roadmap.
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