Contracts for Difference Operating Model

Annex A — Process Maps

Forecast and Set Levy, Collection and
Payment of Monies
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Process Map Cross Referencing to Policy

5. Forecast and Set
Levy

6. Collection & Payment of Monies

Process Energy Bill Draft Regulations
(Allocation)

5.1 Forecast and Set
Supplier Obligation Levy and
Reserve Fund

5.2 Reforecasting and
Revaluation

6.1 Supplier and Generator
Set Up

6.2 Invoicing and Data
Reconciliation

6.3 Payments and Receipts

6.4 Debt Management
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Proposals for
implementation (3.3.7)
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3.3.10, 3.3.11)
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Proposals for
implementation (3.3.8)



Contracts for Difference — Operating Model Process Architecture
“Level 0” Index

1 2 3 4

Collection &
Payment of
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Forecast and Set
Levy

5.1 Forecast and Set
Supplier Obligation Levy
and Reserve Funds

6.1 Supplier and
Generator Set Up*

6.2 Invoicing and Data
5.2 Reforecasting and Reconciliation*
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6.3 Payments and
— e —— — — —) Receipts*

6.4 Debt Management
(Manage Non-Payment)*

6.5 Manage Collateral *

[6.6 Levy and Reserve
Fund Reconciliation]

Key:

* = Process map has been through the Collaborative
Development Process and updated

[1=Process map currently under development

Please note: These process maps are subject to change as a result of the
ongoing consultation process and related policy changes.



5.1 Forecast and Set Supplier Obligation Levy and Reserve Funds

5.1.5
8 Some information may be A key input into this will be the SO Lewy. Reserve Fund and
B published on the development Net Demand Forecast. Vs
C . . Insolvency Reserve Fund
g of the model External input request Send inputs Net Demand = Total Demand information would be
£ minus Energy Intensive provided to Suppliers
=, Industry Demand
E.g. Reference price
from external source External inputs
and inflation assumption
from Treasury/Bank of
5.1.1 5.1.2 5.1.3 5.1.4 £ v/ 5.1.7 5.1.8 5.1.9 5.1.12
T ngland
Review/ Amend . . . . . . . .
model structure and Identify required Source internal Specify and request Update model with Identify downside Calculate downside Set Reserve Fund
calculations assumptions inputs external inputs inputs scenarios required scenarios
+
It is currently under
. Assure Modelling Process consideration how much will be
There will be regular Key inputs include current and published on the model inputs
and ad-hoc checks and imminent Contracts for and calculations. This will include
adjustments made to Difference and strike price b
oth Reserve Fund and
the model structure and Settlernent Agent 5.1.13 5.1.16 Insolvency Reserve Fund
3 calculations. inputs 5.1.10 5.1.11 o o v ’
—
© |
= - or ¢
(] Calculate total . Set Supplier Pl_'lb“s_h gl |
+ . L K Calculate Supplier T »| Obligation Levy and >
c Supplier Obligation Levy. difference [ Obligation Levy |
3 payments forecast Obligation Levy Reserve Funds |
3 | ‘
O + + Invoicing and Data
O 7Y Reconciliation
This sub-process forms the
Contract. Valuation, in Insolvency Reserve Fund
forecasting the short,
medium and long term 5.1.14 5.1.15
forecast value of all contracts
across their lifecycle.
This task may be repeated a Determine size of m Set Insolvency
number of times up to the Insolvency Reserve > ™ Reserve Fund
submission date. Fund required v
Assure Modelling Process
This will be calculated by
determining the relevant
estimated supplier obligation for
the 7" 8" and 9" largest
suppliers for 38 highest days out
of 365.
) 5.1.6
C
qJ S
&D The Settlement Agent will
- Settlement Agent need to feed actuals into the SO Levy, Reserve Fund and
qc) input request Send inputs Forecasting model, as well as Insolvency Reserve Fund
any new Supplier entrants to information
y pp
K the market.
-
)
(<]
(%]
e
@ Some information may be SO Levy, Reserve Fund and
-g published on the development Insolvgncy Resgrve Fund
J= of the model information




5.2 Reforecasting and Revaluation

5.2.4
A Publication of updated
@ Inputs might include reserve fund and/or Supplier
ot ) providing reference price Obligation levy to Suppliers
,S_U Send inputs forecasts and actuals, and at this point.
o demand actuals
(qp]
+—
= 5.2.5
(O]
oo
<
E . Inputs might include Publication of updated
GEJ Send inputs providing metering data reserve fund and/or Supplier @
ko] Obligation levy
)
)
(]
(9]
5.2.6
—
(e}
= o
CILJ Send G Inp.ut.s might |r?clude
= providing capacity data
(<] A key internal input will be the
O latest Generator start dates,
gained from the Pre-Start Date
Contract Management process.
Pre-Start Date Contract Management / Reporting 5.2.8
The purpose of this process is to TRl
perform a regular reforecast to e —
ensure there is sufficient funding payments and SO
for Cfl?s. This will be a rc.egL'JIarIy lew Is the current reserve fund / 52.10 5211
> repeating process. The timing of . Rt
£ this is still tbe _ i Supplier Obligation levy
© Identify required 4 sufficient?
8 RS iy Source internal Request external Update model with m IR e AN B
3 reforecasting / inpUts inputs — 529 . - No fund and/or SO levy reserve fund and/or
c revaluation P i i v v adjustment SO Levy
g Start Assure Modelling Process Invoicing and Data
O - — Reconciliation
E.g. capacity data — additions Re-run downside ves
(new plants online) and scenarios
termination payments/
compensation to or from
generators
End




Contracts for Difference — Operating Model Process Architecture

1 2 3 4 5
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Levy

Key:

* = Process map has been through the Collaborative
Development Process and updated

[1=Process map currently under development
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Please note: These process maps are subject to change as a result of the ongoing

consultation process and related policy changes.



6.1 Supplier and Generator Set Up

The Counterparty will . .
provide regular updates Counterparty will submit
on the Generator’s contract term sheet and
forecasted start date and meterln.g |nforma.t|on
any change in contract follg\{vmg metering
g Modify Contract terms. conditions precedent.
© 6.1.1 6.1.2
o
—
=
c Submit contract
=}
term sheet and
o Submit updat X
(@] ubmit update metering
information
Pre- Start Date Contract
g Management / Reporting Y
Pre- Start Date Contract
Management / Reporting
For Generators only
Update on Start Date / Generator details from
Contract signed CfD
-
(=
()
L 6.1.3 6.1.5 6.1.8 No 6.1.9 6.1.11
) Y A 4
C P
T} Pass verification?
. ) . Bank t details, P . . .
qEJ Determine party Request financial ankaccount detarls Verify financial Verify metering N Conduct meter data
. . » . payment preferences, . Yes: . . > Yes:
+ required for set up details L details information test
5 authorisations and contacts g
(%) + + End + + End
Pass verification?
Start . . .
Service Provider will access
information on new 6.1.4
Suppliers from Ofgem’s A2
public records o )
Provide Bank account details, Metering information
Counterparty bank @ payment preferences,
account details authorisations and contacts
No
6.1.10
R 6.1.6
(@]
-
o
‘U Counterparty L X Update metering
a:) Account Subn;lt flnlanual | infarmation Feedback
. tai
U] Details etalls
Financial details request
6.1.7
@
i Co:nterparty Submit financial
S ccot{nt details
=] Details
Financial details request
Forecast and Set Supplier
Obligation Levy and
Reserve Funds




6.2 Invoicing and Data Reconciliation

This map currently does not have
an input for Operational Cost
621 Recovef Lev hF:)wever the same 6.2.4 . .
yLewy, e Cash and banking process will be used
B. _ ) process will apply for invoicing. to move money between accounts.
= Pub!lsh.Suppller Provide fermination The Service Provider will notify the
o Obligation Levy Avment Counterparty of the funds required for m
o Report, Reserve Fund ian)o:Imation payment and will instruct the > Q
€ and Insolvency i Counterparty to move these funds from v
g Forecast and Set Supplier Reserve Fund Close/Terminate the income account to the outgoing Cash and Banking
O Obligation Levy and Reserve o Contract account.
Funds
Reserve fund Insolvency reserve Termination payment
information fund information information
6.2.2 6.2.3 6.2.5
A number of detailed calculations sit ] Calcul t—l
behind this process to apportion the alculate annua
. Calculate annual amount owed by ) 4
reserve fund across the relevant parties. . Calculate amount owed
This will also include Levy Reconciliation at amount owed by SIPANEE oy by Generators for icati
. Suppliers for Reserve Insolvency Reserve 4 S Where mutualisation has Payments and Receipts
the next level of detail. termination payment d. th t
Fund The additional data Fund occurred, the amoun
. . o R . required will be invoiced. [y
The additional data required for this is required for this is
market share which will come from BSC. market share which
will come from BSC.
'E No
(]
oo Debt Management
< 6.2.8 6.2.10
E . A A 4
b This covers payments bothto
£ and from Suppliers and
% Supplier Calculate half hourly Generators. | Generate invoices . Yes
4&; Obligation Levy credits and debits and credit notes -
(%)
Levy and Reserve Fund
Are end of year processes Reconciliation
due?
6.2.9
For payments required
Volume data / Reference R A
. following QCilL.
Price
Perform data Manage QGiL
iliation (dail ) . )
semeinal e R There will be a flow of information between the
Collateral and Invoicing processes. Information will
flow from Collateral process to invoicing where a
Where estimates on metering Manage Collateral payment is required. Invoicing information will be
information are corrected, a data used in the.CoIIateraI proce§s.in order to Falculate
reconciliation sub-process will be the daily Collateral position of Suppliers.
required to correct credits and debits.
6.2.6
8 Provide BSC Traded
O Volumes
(%)
o Start
This covers Supplier and
Generator volumes including
data reconciliation and Ells
6.2.7
A number of external inputs
© will be required, such as
c Provide external Market Reference Prices
3 inputs both daily and seasonally and
|.|>j Private Wire for non BSC
Start Traded volumes. Other
inputs will also be required.




6.3 Payments and Receipts

6.3.13

This may be for daily
difference payments from

End

Chase payment

>

Dispute credit note?

z
C

Yes

Counterparty — Generator Disputes /
Counterparty and Supplier Determination
Disputes

Dispute payment?

End

Yes

Counterparty — Generator Disputes /
Counterparty and Supplier Determination
Disputes

invoice

=
o

Dispute invoice?

Yes

Counterparty — Generator Disputes /
Counterparty and Supplier Determination
Disputes

= For difference payments the Suppliers/Generators, or End Manage Collateral
o This may be for daily lag between generation and other payments such as
<°(0 difference payments or payment is 28 calendar days. Collateral, Insolvency Reserve No
> other payments to This may vary for other Fund or operating costs.
6 Generators / Suppliers. payments.
= 6.3.1 6.3.3 6.3.5 6.3.8 No - 6.3.11 6.3.12
()] h 4
=]
b .
1) Send electronic 2 Monitor LC for Is't.he Iet.ter. of credit ‘ .
P Send credit note Send invoice Verify Payment > Yes Yes expiry and credit expiring within .20 dz?ys/ aad mteresﬁ to'Iate Notifyofilate > Yes
payment rating of issuer has bank credit rating payment invoice payment
. . fallen below A-/A3?
Imll?oelzlonngc;gctjio[):ta Im:koelz;nr?cﬁg:ic[)):ta Pass verification? Is payment a letter D ) 2 bu§|ness day Debt management
of credit for Collateral Letters of Credit do not 6.3.10 Yes A deadline passed?
or Insolvency Reserve apply to SO Payment, but -9
payments? can apply to Collateral /
Insolvency Reserve Fund
payments. . o
Submit notification
Payment Manage Collateral
Electronic Payment
6.3.7
Credit note Invoice Feedback
Make payment
Letter of credit
7'y expiry
As part of the disputes notification/bank
process, the Supplier may be credit rating issue
6.3.2 6.3.4 required to make payment.
- Yes
Y
a 6.3.6 Supplier Non-Payment Disputes
Q As part of this, a i i
S p _ Review credit note As part of thIS,- a Review payment —
n query may be raised. query may be raised. received
S~
s As part of thls’_ 2 Review invoice > —No
— query may be raised.
S Make payment? Y
g The Supplier will have 5 days
(] to make payment following
O

Ofgem (tbc)

This is an informal
notification to
alert Ofgem of
late payment.




6.4 Debt Management (Manage non-payment)

6.4.7
6.4.5 Is there sufficient
Collateral?
2 days after payment Notify Counterparty Yes Process Collateral
deadline » to d(r:a\lnll dowln on payment
ollatera
4+ 6.4.1
C
(]
oo
<
"E 7 days after payment Notify Counterparty
[ deadline of non-payment 6.4.8 6.4.10
€ o Approval Mutualisation notification
% Payments notification .
o? And T Calculate Notify all relevant
% Receipts No anticipated use of parties of need to
L » Insolvency Reserve draw down on
Fund Insolvency Reserve
Formal non- 6.4.11 6.4.12
payment
notification
—
K Insolvency Consider cash/ Notify Service Insolvency o o
- Reserve usage Letter of Credit Provider of any Reserve usage Mutualisation notification
g_ notification balance adjustments notification
(%}
Request to use
Iisolvency There will also be a
Reserve fund notification to all relevant
Suppliers at the end of
. ., mutualisation and where a
6.4.6 6.4.9 6.4.13 Is;:sz:j::;s SRZESLIVE: s 6.4.14 6.4.16 SOLR has been appointed.
sufficient?
3 Formal non- Insolvency Draw Down on Draw Down on Notify all relevant
E payment ‘ D.raw gounen et Reserve usage @ Defaulting Supplier’s > No: » Remaining Suppliers’ parties of End
S notification available Collateral Insolvency Reserve notification Insolvency Reserve Insolvency Reserve i EERER
—
8 Supplier Non-Payment Dispute Manage Collateral D O D
(= A
>
o
(@)
6.4.15 Suppliers will be invoiced for
mutualisation amount
required.
P Calculate
Notification to Counterparty Notification to Counterparty Yes »  mutualisation Invoicing and Data
that defaulting Supplier is of appointment of Supplier required Reconciliation
able to make payment of Last Resort O
Insolvency
Reserve usage @
6.4.2 notification
Is payment default resolved? Yes
Formal non- Monitor defaulting .
payment - > 2
notification party
(%) No - . .
Re) All obligations owed by the defaulting Supplier
= will be passed on to the supplier of last resort.
e 6.4.3 6.4.4 These will then be paid by the SOLR through the
gJD © Invoicing and Payment processes.
G
o
Seek insolvency | Appoint Supplier of .
information | Last Resort (SOLR) o
Invoicing and Data Reconciliation
If the supplier is found not to be able to pay, then
Ofgem would seek further evidence to comply with the
meaning of the Insolvency Act 1986 (which would be
the trigger to consider revoking the license).




6.5 Manage Collateral

Invoicing and Data Reconciliation

The collateral amount is

Collateral position will be reported
equal to the previous 21 days

to Suppliers on a daily basis

) of levy invoices and 4
= 6.5. therefore fluctuates daily. 6.5.3 Is the Supplier under 6.5. Invoicing and Data 6.5.7 6.5.8
collateralised? o ificati
EE-’D Reconciliation Refund request Pass verification?
s Calculate Collateral Report Collateral Calculate top-up
c ; > i i Verify refund N ;
o @ requwe.-d for gach ey Yes required an.d notify et > Yes Provide refund
= supplier (daily) Supplier q
([} + + Y
Z OH] OH
() Any drawing down on the Management of the
& Collateral will feature in Letters of Credit will feed
this calculation. into this calculation.
Debt Management Payments and Receipts N
o
No
6.5.6
Refund
Submit refund
request
6.5.9
6.5.5 Yes
A 4

Review refund
Rewivgsic;;l:teral Request refund?
6.5.1

Y

Notifies Supplier as to
- whether Supplier is over or No
é’ Provide estimated under collateralised
% »  volumes for 21 Y
S calendar days
2 )2 Make voluntary top-up No > Dispute refund? —No
Start payment? !
For new suppliers and only End
until metering data is
available. Once metering Yes
data is available there will be

Yes
no need for an estimate.

Payments and receipts

Counterparty — Generator Disputes /
Counterparty and Supplier Determination
Disputes
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