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Please be aware that we intend to publish a summary of all responses to this consultation.
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the Data Protection Act 2018 and the Environmental Information Regulations 2004).
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as a confidentiality request.
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We will process your personal data in accordance with all applicable data protection laws.
See our privacy policy.

All responses will be processed by both BEIS and Ofgem as this is a joint consultation.
This includes sharing the contact details of respondents between BEIS and Ofgem.

We will summarise all responses and publish this summary on GOV.UK. The summary will
include a list of names or organisations that responded, but not people’s personal names,
addresses or other contact details.
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Questions relating to the ownership of Elexon

Question 1

Do you agree with the proposed criteria to determine the future ownership of Elexon?
Please state why.

A Agree [] Disagree

Please state why.

We are supportive of the proposed criteria to assess the potential ownership options. The
only potential additions would be the relative efficiency of the ownership model with the
lowest cost to customers. We do not believe that these additions will change the proposed
position but may strengthen the case for private ownership.

Question 2

Do you agree that public ownership and industry ownership are the two most credible
ownership options? In your view, are there any other ownership options that we should
consider, and why?

A Agree [] Disagree

In your view, are there any other ownership options that we should consider, and
why?

We agree with the analysis in the consultation. Our view is that the other potential options
identified in the consultation could place additional risk on the Elexon BAU operations at a
point in time of significant industry shift, particularly with regards to MWHHS and energy
crisis. The proposed models potentially de-risk the FSO transfer from National Grid to
public ownership.

Question 3

Do you agree with our stated preference of the potential combinations of BSC parties
which could own Elexon if industry ownership were chosen? Please state why.

A Agree [] Disagree
Please state why.

We support the proposed preferred ownership model. Our position is based upon a
number of factors

e We agree that Elexon should remain in private ownership.



e The owners of Elexon should be licenced businesses to ensure that Ofgem can
enact any changes to the business responsibilities.

e Itis appropriate the owners of Elexon should be the suppliers and generators. — a
subset of the licensed BSC parties. The primary purpose of Elexon is the
governance of the BSC. As the BSC governs the balancing mechanism and
imbalance settlement processes of electricity trading arrangements between
generators and suppliers — it is appropriate they continue to fund and going forward
become the owners of BSC administrator Elexon.

e We do not think that the DNOs are natural “owners” of Elexon. This is based upon
the purpose of the BSC to support the energy trading markets and also based on
the fact that one of the DNOs is owned by National Grid.

e |If the decision was made to extend the ownership to all BSC licensed parties to
include DNOs, we would request a review and evolution of the BSC objectives to
better align with our licensed distribution obligations would be necessary.

We conclude that ownership option 2 (Generators and Suppliers only) is the most
appropriate option and would also minimise the risk of delays to establishing the FSO
and be the less complex solution and therefore lowest cost for customers.

Question 4

To what extent to you agree with the analysis of the two main ownership options, public
ownership and industry ownership, and our preference for industry ownership?

A Agree
Ll Partially agree
L] Neither agree nor disagree
[ Partially disagree
L1 Disagree

Comments regarding ownership options and our preference:

We strongly support the proposal for industry ownership, by suppliers and generators. As
noted in the consultation, Government policy on public ownership is very clear that
businesses should only be moved into public ownership where there is no viable, efficient
solution available. In the case of Elexon, the business is completely independent from
National Grid and has been operating as a stand-alone business for many years. As the
efficient solution already exists, we propose that there is no reason to move Elexon into
public ownership.



Question 5

To what extent do you agree with our proposal that Elexon should transfer temporarily into
the public sector as a subsidiary of the FSO as a last resort, if industry ownership was
chosen following consultation but could not be implemented without delaying the creation
of the FSO? Please explain why.

A 1 Agree
O Partially agree
I Neither agree nor disagree
[ Partially disagree
Disagree

Please explain why:

As stated in our earlier comments, the most appropriate solution from the ESO to industry
ownership should be progressed. Our concerns with the proposed temporary transfer into
the FSO is that there are likely to be additional costs as a result and the potential for
unintended consequences of putting public sector controls and requirements on the
company. A cost benefit analysis should be conducted to understand if the efficient
decision is to temporarily transfer Elexon into the FSO, or for the FSO process to be
slightly delayed to the proposed industry ownership model.

We would suggest that expediting the transfer of Elexon ownership straight to Suppliers
and Generators is likely a strongly preferential outcome, so investigating ways to achieve
this could be a priority.

Question 6

Are any other changes required to implement either of the two ownership options?

Please provide your answer below:

We have identified a small number of potential changes, but these are dependent upon the
final ownership model.

e There are a significant number of licence conditions and BSC schedules which ring
fence the operations of Elexon — these need to be transferred or modified to reflect
the new ownership model.

e As noted in our answer to Question 3, if option 1 of the ownership model is
implemented, a thorough review of the BSC objectives should be completed to



reflect the new model and how this would align with the SO, DNO and
interconnector licensed obligations.

Question 7

What are your views on the proposed licence and code changes set out above?

Please provide your answer below:

We are supportive of the proposed modifications. It is worth noting that if the temporary
transfer of Elexon into the FSO is necessary, there would need to be a significant amount
of work required to transfer the ownership (and associated licence conditions, BSC
schedules etc) to the FSO, and then to the industry model at a later date.

Question 8

Have we considered all relevant costs and benefits of these proposals? Please state why.
Please provide your answer below:

We agree that there are no significant operational costs or benefits associated with the
preferred options. There may be legal costs associated with the National Grid divestment
and the establishment of the new company, but these may not have been considered in
the scope of the consultation. The proposed industry ownership model with Generators
and Suppliers as the shareholders represents the most efficient solution for customers and
any move away from this position is likely to increase costs and the risk of potential delays
to the FSO.

As noted in question 5, there may be some additional costs relating to the temporary

transfer of Elexon to the FSO and these should be considered before adopting his
approach.

Do you have any other comments that might aid the consultation process as a
whole?

Please use this space for any general comments that you may have, comments on the
layout of this consultation would also be welcomed.

Click here to enter text.

Thank you for taking the time to let us have your views. We do not intend to acknowledge
receipt of individual responses unless you tick the box below.

Please acknowledge this reply []



At BEIS we carry out our research on many different topics and consultations, and your

views are valuable to us. Would you be happy for us to contact you again from time to time
either for research or about other consultations?

XYes CINo



