Condition C3. Balancing and Settlement Code (BSC)

1.

The licensee shall at all times have in force a BSC, being a document

(a)

(b)

©

setting out the terms of the balancing and settlement arrangements

described in paragraph 2;

designed so that the balancing and settlement arrangements facilitate

achievement of the objectives set out in paragraph 3; and

including the modification procedures required by paragraph 4 and the

matters required by paragraph 6,

and the licensee shall be taken to comply with this paragraph by modifying

from time to time in accordance with the provisions of paragraphs 4 and 5 and

the transition modification provisions, the document known as the BSC which

existed and the licensee maintained pursuant to this licence immediately prior to

the start of the transition period.

The balancing and settlement arrangements are

(a)

(b)

arrangements pursuant to which BSC parties may make, and the licensee
may accept, offers or bids to increase or decrease the quantities of
electricity to be delivered to or taken off the total system at any time or
during any period so as to assist the licensee in co-ordinating and
directing the flow of electricity onto and over the GB transmission
system and balancing the GB transmission system; and for the settlement
of financial obligations (between BSC parties, or between BSC parties

and the licensee) arising from the acceptance of such offers or bids; and

arrangements:

(i) for the determination and allocation to BSC parties of the

quantities of electricity delivered to and taken off the total system,
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and

(i) which set, and provide for the determination and financial
settlement of, obligations between BSC parties, or (in relation to
the system operator's role in co-ordinating and directing the flow
of electricity onto and over the GB transmission system) between
BSC parties and the licensee, arising by reference to the quantities
referred to in sub-paragraph (i), including the imbalances (after
taking account of the arrangements referred to in sub-paragraph
(a)) between such quantities and the quantities of electricity

contracted for sale and purchase between BSC parties.

3. The objectives referred to in paragraph 1(b) are:

(a) the efficient discharge by the licensee of the obligations imposed upon it

by this licence;

(b) the efficient, economic and co-ordinated operation of the GB

transmission system;

(o) promoting effective competition in the generation and supply of
electricity, and (so far as consistent therewith) promoting such

competition in the sale and purchase of electricity;

(d) promoting efficiency in the implementation and administration of the

balancing and settlement arrangements described in paragraph 2.

4. The BSC shall include procedures for its own modification (including
procedures for the modification of the modification procedures themselves),
which procedures shall provide (without prejudice to the transition
modification provisions and any procedures for modification of the BSC set out
in the programme implementation scheme provided for in special condition J

(NETA implementation) of the licensee's transmission licence or in the BSC by
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reference to the programme implementation scheme):

(a) for proposals for modification of the BSC to be made by the licensee,

BSC parties and such other persons or bodies as the BSC may provide;
(b) where such a proposal is made,

(1) for bringing the proposal to the attention of BSC parties and

such other persons as may have an appropriate interest in it;
(ii) for proper consideration of any representations on the proposal;

(i)  for properly evaluating whether the proposed modification
would Dbetter facilitate achieving the applicable BSC
objective(s), provided that so far as any such evaluation requires
information which is not generally available concerning the
licensee or the GB transmission system, such evaluation shall be
made on the basis of the licensee's proper assessment (which the
licensee shall make available for these purposes) of the effect of
the proposed modification on the matters referred to in

paragraphs 3(a) and (b);

(iv)  for development of any alternative modification which may, as
compared with the proposed modification, better facilitate

achieving the applicable BSC objective(s);
(v) for the preparation of a report
- setting out the proposed modification and any alternative,
- evaluating the proposed modification and any alternative,

- assessing the extent to which the proposed modification or

any alternative would better facilitate achieving the
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©

(d)

applicable BSC objective(s),

- assessing the impact of the modification on the core
industry documents and the changes expected to be
required to such documents as a consequence of such

modification,

- setting out a timetable for implementation of the
modification and any alternative, including the date with
effect from which such modification (if made) is to take

effect; and

(vi)  for the submission of the report to the Authority as soon after
the proposal is made as is appropriate (taking into account the
complexity, importance and urgency of the modification) for the

proper execution and completion of the steps in sub-paragraphs

() to (v);

for the timetable (referred to in sub-paragraph (b)(v)) for implementation
of any modification to be such as will enable the modification to take
effect as soon as practicable after the Authority has directed such
modification to be made, account being taken of the complexity,
importance and urgency of the modification, and for that timetable to be
extended or shortened with the consent of or as directed by the Authority
after those persons likely to be affected by the revision of the timetable

have been consulted;

for empowering the licensee to secure, if so directed by the Authority in

circumstances specified in the BSC,

(1) that the modification procedures are complied with in respect of

any particular modification in accordance with the terms of the
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(ii)

(i)

(b)

©

(d)

direction;

that, where a modification has been made but not implemented
in accordance with its terms, all reasonable steps are taken to

implement it in accordance with the terms of the direction and

that the licensee can recover its reasonable costs and expenses

properly incurred in complying with the direction.

If a report has been submitted to the Authority pursuant to the
procedures described in paragraph 4(b)(vi), and the Authority is
of the opinion that a modification set out in such report would,
as compared with the then existing provisions of the BSC and
any other modifications set out in such report, better facilitate
achieving the applicable BSC objective(s), the Authority may

direct the licensee to make that modification.

The licensee shall, upon receipt by the licensee of a direction
from the Secretary of State to do so, modify the BSC so as to
incorporate any changes to the BSC designated by the Secretary
of State on or before the 8 September 2004.

The licensee shall have power (by executing an appropriate
instrument) to modify the BSC in accordance with any direction
of the Secretary of State pursuant to sub-paragraph (b) and any
direction of the Authority pursuant to sub-paragraph (a) or
paragraph 7 of special condition J (NETA implementation) of
the licensee’s transmission licence and shall modify it in
accordance with every such direction; but it shall not have

power to modify the BSC in any other circumstance.

Only the licensee shall have power to modify the BSC.
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9.

The BSC shall provide for:

(a)

(b)

(c)

a copy of the BSC to be provided to any person requesting the same
upon payment of an amount not exceeding the reasonable costs of

making and providing such copy;

the licensee to refer to the Authority for determination, whether of its
own motion or as provided in the BSC, such matters arising under the

BSC as may be specified in the BSC;

information about the operation of the BSC and the balancing and

settlement arrangements

(1) to be provided to the Authority and/or

(ii) to be published,

and for the licensee to be empowered to secure compliance with these

requirements if so directed by the Authority.

The BSC may include:

(a)

(b)

arrangements to facilitate or secure compliance with the programme
implementation scheme designated pursuant to special condition J
(NETA implementation) of the licensee's transmission licence or

matters envisaged thereunder, and

arrangements for final settlement and reconciliation of liabilities arising
under or in connection with the Pooling and Settlement Agreement in

respect of settlement periods prior to the effective time.

The provisions of paragraphs 6, 7 and 11 shall not limit the matters which may

be provided for in the BSC.

The Authority may direct the licensee to procure the provision to the Authority
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of, or the publication of, such information about the operation of the BSC

and/or the balancing and settlement arrangements as is referred to in paragraph

6(c) and specified in the direction.

10.  The licensee shall comply with:

(a) the BSC; and

(b) any direction to the licensee made pursuant to this condition.

11. (a)  The licensee shall be a party to the BSC Framework Agreement.

(b) The BSC and/or the BSC Framework Agreement shall contain

provisions:

(M)

(ii)

(i)

for admitting as an additional party to the BSC Framework
Agreement any person who accepts the terms and fulfils the
conditions (each as specified in the BSC) on which accession to

the BSC Framework Agreement is offered;

for the licensee to refer to the Authority for determination,
whether of its own motion or as provided in the BSC any
dispute which shall arise as to whether a person seeking to be
admitted as a party to the BSC Framework Agreement has
fulfilled any accession conditions; and if the Authority
determines that the person seeking admission has fulfilled all
relevant accession conditions, for admitting such person as a

party to the BSC Framework Agreement;

for persons to be admitted as additional parties to the BSC

Framework Agreement by either

- a representative (who need not be a BSC party)

appointed thereunder to act on behalf of all parties to it,
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12.

13.

14.

or

- if there is no such representative or if the representative
fails to act, the licensee acting on behalf of all parties to

it.

(©) If, following a determination of the Authority as referred to in sub-
paragraph (b)(ii), the representative referred to in sub-paragraph (b)(iii)
fails to act on behalf of all parties to admit such person, the licensee
shall act on behalf of all parties to admit such person if directed to do so

by the Authority.

The licensee shall take all reasonable measures to secure and implement
(consistently with the procedures applicable under or in relation to the core
industry documents to which it is party (or in relation to which it holds rights in
respect of amendment)), and shall not take any steps to prevent or unduly
delay, changes to those documents, such changes being changes which are
appropriate in order to give full and timely effect to and/or in consequence of

any modification which has been made to the BSC.

For the avoidance of doubt, paragraph 12 is without prejudice to any rights of
approval, veto or direction in respect of proposed changes to the documents

referred to in paragraph 12 which the Authority may have.

In this condition in the expression "sale and purchase of electricity", sale
excludes sale by way of assumption of an imbalance under the BSC and sale by

way of supply to premises, and purchase shall be construed accordingly; and
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"applicable BSC objective(s)" means

(a) in relation to a proposed
modification of the modification
procedures, the requirements of
paragraph 4 (to the extent they do
not conflict with the objectives

set out in paragraph 3); and

(b) in relation to any other proposed
modification, the objectives set

out in paragraph 3.

"transition modification provisions" means the provisions of this condition
which apply or applied during the
transition period and which enable or
enabled the Authority (whether with or
without the consent of the Secretary of
State) to direct the licensee to modify the

BSC in certain circumstances.
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