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Balancing Reserve Overview

Demand-Side Balancing Reserve Supplemental Balancing Reserve
(DSBR) (SBR)

Participation

Availability

Price

Tender
Assessment

Despatch

 Half-hourly metered consumers, including e« Targeted at plant that has/will exit the

embedded generation market
* Excludes Committed STOR and those » Generating plant with dedicated BM Unit,
who already reduce demand or run with direct control/operational metering

embedded generation at peak (e.g. Triad

: : SR * Excluded from participation in the energy &
Avoiders) in response to pricing signals

balancing markets

* Reduce demand on request between * Available to run between 6am and 8pm on
4pm-8pm on winter weekdays winter weekdays

* Optional setup payment of 10/kW » Tendered capability, availability and

« Utilisation price (£0.25/kWh - £15/kWh) utilisation prices

* Tendered Admin Fee for
Aggregators/Suppliers
*DSBR and SBR tenders accepted in economic price order to meet volume requirement
» Tenders rejected if forecast cost > VoLL
* Despatched in ascending price order, * Despatched as last resort (after BM &

after all feasible BM actions DSBR) ahead of Emergency Actions -
» Sample testing undertaken subject to dynamics
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Product Desigh Changes

® SBR and DSBR tenders to be assessed together
where practical and accepted in economic merit order

m DSBR will still be despatched ahead of SBR

B Aggregators / Suppliers can bid for an Admin Fee to
support recruitment and administration of a large
number of individual sites

® DSBR will be subject to sample testing to promote
reliability
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Funding Timeline - DSBR & SBR

Feb Ofgem publish final proposals on funding

Volume Requirements Methodology submitted for approval

March Ofgem direct licence changes for funding

Procurement/Operational Methodologies submitted for approval

Funding mechanism goes into the licence and methodologies

May
formally approved
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Volume Requirements Methodology

m  Currently under development — draft to be published

shortly

® Requirement based on the four scenarios and associated

sensitivities being developed for the latest [2014] Future

Energy Scenarios

Low-Carbon Life
Economic: Growing economy

Political: Short term volatility but long term
consensus around decarbonisation

Technological: Renewable generation at local
level, high innovation

Social: High uptake of electric vehicles, low energy
efficiency, ‘going green’ not a conscious decision

Environmental: Carbon target likely to be hit, no
new targets introduced

No Progression

Economic: Slower economic recovery

Political: Inconsistent statements and investor
uncertainty

Technological: Gas over renewable generation,
low innovation

Social: Low energy efficency, low uptake of
electric vehicles and heat pumps

Environmental: Targets likely to be missed, no
new targets introduced
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Less emphasis

Sustainability

Gone Green
Economic: Growing economy

Political: European harmonisation, long term
certainty

Technological: High renewable generation, high
innovation

Social: Society engaged, high energy efficiency,
high uptake of electric vehicles and heat pumps

Environmental: All targets hit, including new
European targets post 2020

Slow Progression

Economic: Slower economic recovery

Political: Political will, but financial constraints prevent
delivery

Technological: Low carbon generation over

renewables, low innovation

Social: Society engaged, high energy efficiency,
low uptake of electric vehicles and heat pumps

Environmental: Renewables target missed, new
European targets introduced

More emphasis
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UK Future
Energy
Scenarios

Stakeholder
Feedback

February 2014

FES 2014 Scenarios and
Sensitivities being developed
though an extensive stakeholder
consultation and feedback
exercise during Autumn 2013
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Volume Requirements Methodology

B LOLE calculated for each scenario/sensitivity

® Volume Requirement identified as the equivalent volume of capacity required to
reduce LOLE to 3 hours for the majority of these scenarios and sensitivities

m [ east Worst Regrets analysis, based on cost and consumer benefits, used to
determine the optimal number of scenarios/sensitivities to cover.

m Using 2013 Data, Volume Requirement identified as 570MW for 14/15 and 1140MW
for 15/16

® Volume Cap — 5% of ACS Demand ~ Limiting the procurement of de-rated
DSBR/SBR to 2.8GW

Additional firm capacity required in 2015/16 Additional firm capacity requiredin 2015/16 for case d to
reduce LOLE to 3 hours [/ year
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LOLE for each case without additional
firm capacity (hours / year)

Additional firm capacity required (MW) for LOLE of 3 hours fyr Additional firm capacity required (MW)
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Expressions of Interest

® On-Line survey to be launched early next week
® Open for ~3 weeks

® Gauge level of interest in the products, including
potential volumes available

m [ atest Service Descriptions will be posted on our
website:

www.nationalgrid.com/uk/electricity/AdditionalMeasures
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Procurement Timeline — DSBR & SBR

Indicative — subject to change

End Jan BSC Mod raised to access metering data for DSBR
March Expressions of Interest launched
March/May Build DSBR registration system
April Identify volume requirement for 2014/15 and 2015/16 (if any)
May Launch SBR tender (If required)
June Launch on-line DSBR tender
June BSC Mod approval
June/Aug Assess DSBR & SBR Tenders & establish contracts
July/Nov Build Despatch and Settlement systems
Nov Service Go-Live (if required)
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Q&A

peter. blngham@natlonalgrld com

» iki et \:5- [




