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1. Introduction

Section summary

This section provides relevant background information related to the identification of a

first project for onshore Early Competition. It explains the purpose of the consultation,

how to respond, how your data will be treated, and summarises the next steps.

Background

1.1 Competition in the delivery of onshore electricity transmission network

reinforcements has an important role to play in driving innovative solutions and

cost efficiencies while also providing opportunities for new investment in our

onshore networks. It has the potential to play a key role in the efficient delivery

of our decarbonisation and Net Zero targets at the lowest cost to consumers.

‘Early competition for onshore transmission’ is one of the stated objectives in

our 2024-25 Forward Work Programme.

=

2 The Early Competition model refers to a competition to determine a solution to a

need on the network that is run before detailed design of the preferred solution

has been carried out. It encourages cost efficiencies and additional innovation in

the design, delivery and operation of transmission infrastructure which

consumers will benefit from.

Figure 1: Tender point under different competition models
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1.3

1.4

1.5

1.6

first project to be competitively tendered

Development of an Early Competition model for onshore electricity transmission
is supported by the government, which has stated that allowing for onshore
competition in the Energy Act 2023 could drive consumer savings of up to £1
billion by 2050, as well as improving efficiency for investment, foster innovative
solutions to network needs and reduce costs to consumers.! The last
government’s Transmission Acceleration Action Plan (TAAP) also set out its
ambition to identify the first onshore project to be competitively tendered by the
end of 2024.

In April 2021, the National Grid Electricity System Operator (ESO)? published its
Early Competition Plan (ECP),3 and in March 2022 we published our decision to
continue the development of an Early Competition model (March 2022
decision).* Our March 2022 decision sets out the roles and responsibilities of the
ESO, Ofgem, and the Transmission Owners (TOs), confirming Ofgem as the
Approver (responsible for ensuring that the project advancing to Early
Competition is, and remains, in the interest of consumers) and Licence
Counterparty (awarding and managing any licence awarded to a successful
bidder).

In February 2024, ESO published its Early Competition Implementation - Update
(EC-I Update).> In July 2024, we published our decision on ESQO’s proposed
amendments contained within the EC-I Update.® This also included our decision
on the role of the incumbent TOs within Early Competition and conflict
mitigation arrangements, the Cost Benefit Analysis (CBA) methodology to
determine whether there could be consumer benefit in competitively tendering a
project, Transmission Network Use of System (Tenuis) over / under recovery
and options addressing different circumstances of Competitively Appointed

Transmission Owner (CATO) / tender failure.

In September 2024 we published our consultation on the draft Electricity (Early-
Model Competitive Tenders for Onshore Transmission Licences) Regulations

2024 (Tender Regulations),” which if made and approved by the Secretary of

! Energy Security Bill factsheet: Competition in onshore electricity networks

2 The National Grid Electricity System Operator (ESO) formally became the National Energy System Operator
(NESO) on 01 October 2024. This document refers to ESO in respect of decisions made prior to this date, and
NESO for subsequent decisions.

3 https://www.nationalgrideso.com/document/191251/download

4 Decision on early competition in onshore electricity transmission networks | Ofgem

5 https://www.nationalgrideso.com/future-energy/projects/early-competition#Document-library

6 Decision on Early Competition in onshore electricity transmission networks: policy update | Ofgem

7 Draft Electricity (Early-Model Competitive Tenders for Onshore Transmission Licences) Regulations 2024 for

consultation | Ofgem
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State, will govern the Early Competition competitive tender exercise for the
granting of an onshore electricity transmission licence in respect of certain
onshore electricity projects (what would be the CATO licence). Further details of
the proposed Early Competition tender process can be found in the Tender

Regulations consultation document.

1.7 In October 2024 we published our consultation on the Early Competition
commercial framework. This refers to the commercial arrangements that will
apply to a CATO to finance, build, operate and maintain assets on the electricity
transmission network. The commercial framework includes various incentives, a
re-pricing model, the payment mechanism and post-award obligations on a
CATO, seeking to balance the protection of consumers with attractiveness to

potential bidders.

1.8 In November 2024, NESO made a formal request to Ofgem to tender a sub-
component of the project WCN2, which is a new circuit between South-West
Scotland and North-West England to increase boundary transfer capacity across

the B6 network boundary.

What are we consulting on

1.9 We are consulting on the needs case justification for the sub-component of
WCN2 that NESO has requested be competitively tendered through onshore
Early Competition (referred to as the '‘Stage Gate 1 decision’ in NESO’s ECP).

1.10 Under the draft Tender Regulations,® following receipt of NESO's request to
commence a tender, the proposed process is for Ofgem to determine whether
the request relates to a ‘qualifying project’.? If we determine NESO’s request
relates to a qualifying project, the next step is to start the entry conditions

assessment ahead of commencing pre-tender activities.

1.11 Although the draft Tender Regulations do not make consulting on NESO's
request an explicit element of the tender process, we consider it appropriate in
this instance. This is due to (i) the proposed tender being the first of its kind in

onshore electricity transmission, and more crucially (ii) Ofgem have not

8 Draft Electricity (Early-Model Competitive Tenders for Onshore Transmission Licences) Regulations 2024 for
consultation | Ofgem

° Under proposed regulation 6(3) of the draft Tender Regulations, a project that relates to the total system will
be ‘qualifying project’ if the Authority is satisfied that each of the requirements in paragraph 1 of Schedule 1
are met.
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1.12

1.13

1.14
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previously confirmed the needs case for this project in our transitional

Centralised Strategic Network Plan 2 consultation in August 2024.10

In an enduring Early Competition model which considers projects recommended
in the first full Centralised Strategic Network Plan (CSNP), expected in 2027, we
do not expect to consult on NESQO'’s tender requests by default, although there

may be circumstances where we do consider this necessary and appropriate.

This consultation document provides details of NESO’s competition suitability
assessments and the process it undertook to identify a component of WCN2 as
the first requested project for onshore Early Competition. It also provides details
on the sub-component of the WCN2 project NESO considers should be tendered,

and Ofgem’s consideration of the WCN2 needs case.

Furthermore, we are consulting on NESO’s proposed approach to identifying
additional projects that could potentially form a future pipeline of onshore work
to be competitively tendered, and also our proposed regulatory treatment for

the sub-components of WCN2 that NESO has not requested to be tendered.

Next steps

1.15

1.16

We are still considering responses to our Tender Regulations consultation! and
expect to reach our decision in early 2025. We acknowledge that the proposed
decision-making processes discussed in this paper are not yet finalised and so

may be subject to change following finalisation of the Tender Regulations.

We intend responses to this consultation will help inform the decision on
whether NESO’s request to competitively tender a sub-component of WCN2 has
met the entry requirements in proposed paragraph 1 of Schedule 1 in the
Tender Regulations and is therefore a ‘qualifying project’. Under the proposed
Tender Regulations, the next step would be to start the entry conditions

assessment.

Context and related publications

1.17

Other publications related to this consultation include:

Ofgem, Decision on early competition in onshore electricity transmission
networks, March 2022

10 Consultation on the proposed regulatory funding and approval framework for onshore transitional Centralised

Strategic Network Plan 2 projects

1 Draft Electricity (Early-Model Competitive Tenders for Onshore Transmission Licences) Regulations 2024 for

consultation | Ofgem
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Ofgem, Decision on Early Competition in onshore electricity transmission

networks: policy update, July 2024

Ofgem, Consultation on Draft Electricity (Early-Model Competitive Tenders for

Onshore Transmission Licences) Regulations 2024, September 2024

Ofgem, Consultation on the proposed regulatory funding and approval

framework for onshore transitional Centralised Strategic Network Plan 2

projects, August 2024

Ofgem, Consultation on the onshore electricity transmission Early Competition

commercial framework, October 2024

Department for Energy Security and Net Zero, Transmission Acceleration
Action Plan, November 2023

Energy Act 2023, October 2023

Electricity Act 1989, July 1989

The Electricity (Criteria for Relevant Electricity Projects) (Transmission)
Regulations 2024, March 2024

National Energy System Operator, Early Competition Plan, April 2021

National Energy System Operator, Early Competition - Implementation (EC-I
Update), February 2024

How to respond

1.18

1.19

1.20

We want to hear from anyone interested in this consultation. Please send your

response to OnshoreCompetitionsPolicy@ofgem.gov.uk.

We have asked for your feedback in each of the questions throughout. Please

respond to each one as fully as you can.

We will publish non-confidential responses on our website at

www.ofgem.gov.uk/consultations.

Your response, your data and confidentiality

1.21

You can ask us to keep your response, or parts of your response, confidential.
We will respect this, subject to obligations to disclose information, for example,
under the Freedom of Information Act 2000, the Environmental Information
Regulations 2004, statutory directions, court orders, government regulations or
where you give us explicit permission to disclose. If you do want us to keep your
response confidential, please clearly mark this on your response and explain

why.
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1.23

1.24
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If you wish us to keep part of your response confidential, please clearly mark
those parts of your response that you do wish to be kept confidential and those
that you do not wish to be kept confidential. Please put the confidential material
in a separate appendix to your response. If necessary, we will contact you to
discuss which parts of the information in your response should be kept

confidential, and which can be published. We might ask for reasons why.

If the information you give in your response contains personal data under the
General Data Protection Regulation (Regulation (EU) 2016/679) as retained in
domestic law following the UK’s withdrawal from the European Union (“UK
GDPR"), the Gas and Electricity Markets Authority will be the data controller for
the purposes of GDPR. Ofgem uses the information in responses in performing
its statutory functions and in accordance with section 105 of the Utilities Act

2000. Please refer to our Privacy Notice on consultations, see Appendix 1.

If you wish to respond confidentially, we will keep your response itself
confidential, but we will publish the number (but not the names) of confidential
responses we receive. We will not link responses to respondents if we publish a
summary of responses, and we will evaluate each response on its own merits

without undermining your right to confidentiality.

General feedback

1.25

1.26

We believe that consultation is at the heart of good policy development. We
welcome any comments about how we have run this consultation. We would

also like to get your answers to these questions:

=

Do you have any comments about the overall process of this consultation?
Do you have any comments about its tone and content?

Was it easy to read and understand? Or could it have been better written?

2

3

4. Were its conclusions balanced?

5. Did it make reasoned recommendations for improvement?
6

Any further comments?

Please send any general feedback comments to stakeholders@ofgem.gov.uk

How to track the progress of the consultation

1.27

You can track the progress of a consultation from upcoming to decision status
using the ‘notify me’ function on a consultation page when published on our
website. Choose the notify me button and enter your email address into the

pop-up window and submit. ofgem.gov.uk/consultations
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Would you like to be kept up to date with Consultation

name will appear here? subscribe to notifications:

Email*

1.28 Once subscribed to the notifications for a particular consultation, you will receive

an email to notify you when it has changed status. Our consultation stages are:

Upcoming > Open > Closed (awaiting decision) > Closed (with decision)

10
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2. National Energy System Operator’s project
identification process

Section summary

This section provides information on the tCSNP2 and the process and assessment that
NESO has undertaken in order to identify and request a project for onshore Early

Competition.

tCSNP2
2.1 In March 2024, ESO published the tCSNP2, also referred to as ‘Beyond 2030'.1?

The tCSNP2 is a holistic onshore and offshore network plan that comprises of:

e The Holistic Network Design Follow Up Exercise (HND FUE) to connect

21.8GW?13 of offshore wind generation from the Scot Wind leading round.

e The Networks Options Assessment (NOA) to meet the wider network
requirements of the next 10-15 years to facilitate connections of up to 86GW
offshore wind generation, 45GW solar, 22GW batteries and 10GW of H2
electrolysis plants in Scotland, among other low carbon demand and

generation.

2.2 The Beyond 2030 report included ESO’s assessment of whether recommended
projects meet the criteria for Early Competition in accordance with the Criteria
Regulations,!* namely that the solution can address a network need, is new, is
separable,!® and that delivering through competition is expected to drive

consumer benefit.

2.3 Our consultation'® on the proposed regulatory framework to approve and fund
recommended tCSNP2 projects (‘tCSNP2 consultation’) was published in August
2024 and closed in October 2024. As we explained in the consultation,!’ due to
the immaturity of the majority of options submitted to ESO for assessment - as
well as uncertainty around Future Energy Scenarios (FES),'® a lack of

information on the benefits of accelerated delivery, uncertain interaction with

12 Beyond 2030 report

13 This is in addition to the 50GW of offshore wind generation connecting by 2030 as per the British Energy
Security Strategy

14 The Electricity (Criteria for Relevant Electricity Projects) (Transmission) Regulations 2024

1> The fourth criterion under the Criteria Regulations - that delivering through competition is expected to drive
consumer benefit — was assessed separately after publication of the tCSNP2 and was not included in the report.
16 Consultation on the proposed regulatory funding and approval framework for onshore transitional Centralised

Strategic Network Plan 2 projects Chapter 6
17 Chapter 3
18 Future Energy Scenarios (FES) | National Energy System Operator

11
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the Review of Existing Market Arrangements (REMA)'° and Balancing
Mechanism?? reform, and uncertainty around the requirements of the Clean
Power Plan 2030 (CPP2030)?! — our proposed approach was to provide limited
funding only for TOs to develop options before confirming the projects’ needs
cases following a further options assessment (the tSCNP2 Refresh)?? in January
2026.

tCSNP2 consultation - project identification

2.4 Our tCSNP2 consultation detailed the process ESO had taken to identify a
potential first project for Early Competition and set out the additional steps it
intended to take before making a formal request to Ofgem to commence a
tender - full details of ESO’s approach to project identification is contained in

that document.

2.5 The tSCNP2 consultation explained that ESO applied an initial CBA?3 to
recommended tCSNP2 projects to determine whether delivering through Early
Competition is likely to deliver anticipated benefit to consumers. It does this by
comparing the costs and benefits delivering a project through an Early
Competition model against a counterfactual of the TO delivering the project
through the RIIO framework.

2.6 The tCSNP2 consultation also noted that, even where projects have a positive
CBA and meet the competition criteria, they still may not be suitable candidates
for the first Early Competition tender.?* This could be because projects are
highly immature, may be required to be accelerated or delivered quickly, or
require a lot of separation before specific elements of a project could be

tendered. ESO therefore categorised projects as follows:
e Shortlist of projects for further investigation for the first competition

e Projects potentially suitable for competition, but considered more likely

for a future pipeline of projects than for the first tender

e Projects unlikely to be suitable for competition, due to time frames

and/or complexity

19 Review of Electricity Market Arrangements: second consultation

20 What is the Balancing Mechanism? | National Energy System Operator

21 Chris Stark to lead Mission Control to deliver clean power by 2030 - GOV.UK

22 Consultation on the proposed regulatory funding and approval framework for onshore transitional Centralised
Strategic Network Plan 2 projects

23 Decision on Early Competition in onshore electricity transmission networks: policy update | Ofgem Chapter 4
24 Proposed regulatory funding and approval framework for onshore transitional Centralised Strategic Network
Plan 2 projects | Ofgem Paragraph 6.8

12
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https://www.ofgem.gov.uk/consultation/proposed-regulatory-funding-and-approval-framework-onshore-transitional-centralised-strategic-network-plan-2-projects
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Following ESQO'’s initial assessment, it identified the eight projects in Table 1
below as potential candidates for Early Competition and stated that it was

undertaking additional project studies on these to:
e test the assumptions used in the project selection process and the CBA;

e give ESO an indication of the extent of works required at interface

substations;

e identify any major delivery challenges that could be a barrier to

successful delivery of the project; and

e assess delivery programmes to understand the impact competition might

have on delivery of that project.

Table 1: NESO initial prioritisation of projects for competition

NOA Project description EISD |Optimal| TO
code delivery| area
date
BKUP | Upgrade the existing network to a higher voltage 2034 2034 SHET
between Black hillock and Kintore
HGNC | New circuit between Harburn and Gala North 2036 2038 SPT
LRN6 | New transmission capacity between the South 2034 2034 NGET
Lincolnshire area to Hertfordshire
NHNC | New circuit from North East Scotland to the Central | 2038 2038 |SHET/
Belt SPT
TWNC | New circuit between Windley and Waltham Cross 2033 2034 NGET
and increase operating voltage of the network
within the area
CLN2 | New circuit across North West England 2036 2036 NGET
CMN3 | New circuit between South East Scotland and North | 2033 2035 |[NGET/
West England SPT
WCN2 | New circuit between South West Scotland and 2037 2037 |NGET/
North West England SPT
2.8 In response to ESO’s shortlist of projects for additional project studies, we
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provided our initial feedback on a number of these. For BKUP we highlighted
greater scope for accelerated delivery through TO delivery. For LRN6, we noted
heavy design interlinkages with a number of key ASTI projects, including
Eastern Links 3 and 4, and for NHNC we stated that we wanted to see options

re-assessed in the tCSNP2 Refresh before confirming the needs case.
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Additional analysis and project consideration

2.9

2.10

2.11

2.12

Following publication of our tCSNP2 consultation, ESO (and subsequently NESO)
has continued the assessment and analysis of potential projects for the first
Early Competition tender, in order to understand project-specific risks
associated with construction, consenting and the delivery programme. Following
further consideration by NESO and Ofgem’s feedback regarding BKUP, LRN6 and
NHNC outlined in the paragraph above, NESO decided to pause its additional

studies on these projects.

NESOQO'’s analysis of TWNC identified that the asset build is feasible from a
construction and consenting point of view, however it considers that the
programme durations for this project compared to optimal in-service date may
result in delays to the project and may be a risk. NESO also notes that shorter
planning and consenting durations due to any changes to legislation or
government planning policy may result in this project being suitable for
competition. NESO also notes design interlinkages between this project and
LRN625 which it considers should be assessed in the tCSNP2 Refresh before

confirming the project needs case and considering for competition.

NESO’s analysis of HGNC identified that the asset build is feasible from a
construction and consenting perspective and identified considerable float in the
delivery programme, suggesting timely delivery should be achievable by a
CATO. However, NESO notes that this project relies on the outcome of the NHNC
high-level design, therefore it recommends deferring a decision on tendering
this project until after the tCSNP2 Refresh.

NESO’s analysis of WCN2 identified that the asset build is feasible from a
construction and consenting point of view and found the programme should be
deliverable by a CATO in line with required timescales - further information

regarding NESO’s assessment of WCN2 is in Chapter 3 below.

25 LRN6 is a new double circuit from South Lincolnshire to Hertfordshire
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3. National Energy System Operator’s request for the
first onshore Early Competition tender: sub-
component of WCN2

Section summary

This section provides details of the specific sub-component of WCN2 that NESO has

requested be competitively tendered and the rationale for its request.

Questions

Q1. Do you consider the sub-component of WCN2 requested by NESO to be an
appropriate project for the first onshore Early Competition tender?

Q2. Do you consider this project to be suitably attractive to potential investors and
bidders for the first onshore Early Competition tender?

Q3. Do you agree with NESO'’s approach to identifying a future pipeline of projects

that could be competitively tendered?

NESO’s request
WCN2

3.1 WCN2 is a new circuit between south-west Scotland and north-west England
that increases the boundary transfer capacity across the B6 transmission

boundary as well as facilitating connections for a number of generators.

Table 2: WCN2 project details

Description NOA TO NESO | TO
signal EISD | ODD area

New circuit between South West Scotland and North Proceed 2037 | 2037 SPT /

West England - Critical NGET

3.2 TOs submitted this option to the NOA with an Earliest-In-Service-Date (EISD) of

2037. WCN2 received a ‘Proceed - Critical’ NOA recommendation from ESO,

which means that ESO’s analysis suggests there will be more economic benefit

delivering this project by 2037 than delivering it later than that, therefore ESO
considered 2037 to be the Optimal Delivery Date (ODD) to deliver this network

reinforcement. The project was also given an ESO Maturity Level of 1, which

15
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means at the time ESO undertook the NOA the project was still at the Scoping

stage.?®

Components of WCN2

3.3

3.4

3.5

3.6

3.7

The submission by the incumbent TO and subsequent analysis by NESO in the
tCSNP2 process identified the project as a new circuit between south-west

Scotland and north-west England.

At the point of the tCSNP2 analysis, the details of high-level routing and
proposed intermediate substations were not known by NESO. Following further
engagement with the incumbent TO, as well as study of the contracted
connection offers associated with the investment, NESO has identified the
project may be split into three distinct components, as described below. It is
noted that the final scope of works (including the components NESO is
requesting are tendered) may be subject to rationalisation and optimisation
during the pre-tender period, with the full scope of work to be confirmed on

tender launch.
The full WCN2 project comprises of the following components:

1) Uprate existing 275kV route from Kilmarnock South to New Cumnock to
400kV.

2) A new 400kV substation in the vicinity of New Cumnock 275kV substation
and a new 400kV double circuit from New Cumnock to Glenmuckloch

substation (a new substation being delivered under a separate scheme).
3) A new 400kV double circuit from Glenmuckloch to Carlisle via:

e A new 400kV substation to be delivered as part of the WCN2
project. This is referred to as ‘Dumfries North’ in this document,

however location and naming is subject to design.

e A turn-in at Wyseby Hill substation (a new substation delivered

under a separate scheme).

NESO considers that Component 1 does not meet the separability criterion in the
Criteria Regulations and therefore is not proposing to include this component of
WCN2 in the first tender.

Component 2 is due for completion by 2033 in order to meet customer

connection requirements. NESO does not believe that this component can be

26 Further explanation for ESO’s tCSNP2 maturity ratings are in the Beyond 2030 report, page 47.
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delivered through onshore Early Competition in time to meet these dates and

therefore is not proposing to include this component of WCN2 in the first tender.

3.8 Compo

nent 3 is the section NESO has requested be competitively tendered and

is detailed in the subsequent sections of this document.

3.9 The substations at Glenmuckloch and Wyseby Hill are being delivered by

Scottish Power Transmission (SPT) under separate schemes. NESO is not

proposing to include these works in the tender.

3.10 The WCN2 route terminates at the Carlisle substation which will be delivered by

National Grid Electricity Transmission (NGET) under a separate scheme. NESO is

not proposing to include this substation within the tender.

Figure 2: Com
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3.11 NESO is proposing the following components of WCN2 for the first onshore Early

Competition tender:
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A new 400kV double circuit from Glenmuckloch to the new substation to

be delivered as part of this project.
A new 400kV substation referred to as Dumfries North.
A new 400kV double circuit from the new substation to Carlisle.

The turn in of circuits at Wyseby Hill.
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Figure 3: Requested components of WCN2 for the first onshore Early
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Early Competition Criteria assessment

3.12

The Electricity (Criteria for Relevant Electricity Projects) (Transmission)
Regulations 202427 set out the criteria projects must meet in order to be
considered for competition. NESO consider the sub-component of WCN2 it is

requesting be competitively tendered meets these criteria in the following ways:

e Network need criterion: the assets considered for competition form an
electricity solution that relieves constraints on the B6 boundary as well as

meet customer connection requirements on the transmission system.

e Novelty criterion: the assets considered for competition form an
electricity solution that is wholly new, consisting of new circuits and a

new substation.

e Separability criterion: the assets considered for competition form an
electricity solution that is clearly distinguishable from any other part of
the transmission system at the point of connection at the interfacing
substations.

27 https://www.legislation.gov.uk/uksi/2024/168/made
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e Consumer benefit criterion: the CBA identifies that there is a high
probability of consumer benefit from the project being subject to a tender

exercise.

Cost-benefit analysis

3.13

3.14

3.15

3.16

NESO has undertaken CBA analysis on the sub-component of WCN2 it has
requested be tendered to assess whether the project is likely to deliver
consumer benefits being delivered through competition, which is a requirement
under the Criteria Regulations. NESO’s CBA used the CBA methodology that
Ofgem decided on in July 2024.28

NESO’s CBA shows that delivering the sub-component of WCN2 requested for
tender is likely to provide a net benefit to consumers, with a Net Present Value
(NPV) saving of £44m in the base case scenario and NPV savings ranging

between £12m to £81m across different scenarios.??

NESO’s qualitative assessment shows neither a benefit nor disbenefit through
competition for the factors considered. When considered together, the overall
outcome suggests that competition is likely to provide a net benefit for

consumers.

Further detail regarding NESO’s CBA analysis of the sub-component of WCN2
requested for tender is included in a briefing note published alongside this

consultation document.

Consenting

3.17

NESO’s analysis of WCN2 has identified a broad study area to identify the key
consenting risks associated with the project. NESO'’s analysis of this suggests
that whilst social and environmental constraints do exist within the study area, a
suitable route can be identified through application of industry best practice and

NESO considers it likely a route to consent can be determined by a CATO.

Buildability

3.18

NESQO'’s analysis does not highlight any key project-specific construction risks
that may cause significant problems with either the overhead line or substation
construction, other than typical risks expected for any major transmission
infrastructure build. Therefore, NESO does not anticipate this project poses any

significant construction or technical risks over and above any other project.

28 Decision on Early Competition in onshore electricity transmission networks: policy update | Ofgem Chapter 4

2% These figures are in the 2022/23 price base
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Programme

3.19

NESO’s analysis identifies that a deliverable delivery and construction

programme may result in the following EISDs for the various sections:

Table 3: WCN2 component EISDs

3.20

3.21

Component of WCN2 EISD

New circuits between Glenmuckloch and Dumfries North Q4 2036
New Dumfries North 400kV Substation Q4 2035
New circuits between Dumfries North and Wyseby Hill Q4 2035
New circuits between Wyesby Hill and Carlisle Q4 2035

This delivery programme would result in increased boundary capacity from 2035
and an overall EISD of Q4 2036. NESQO's analysis indicates that an earlier EISD
may be possible as some risks have been allowed for in the programme, and in
a ‘worst-case scenario’ the EISD may be Q4 2037. This compares to an Optimal
Delivery Date of 2037 for the boundary uplift and customer connection dates of
October 2036.

Ultimately, the sequencing of works and programme would be subject to
competition in line with the requirements set by NESO for both the boundary
uplift and the customer connection need at time of tender. However, NESO
considers the above demonstrates a potential deliverable programme in line

with current requirements.

Interfacing substations

3.22

3.23

20

NESO notes that the components of WCN2 requested for competition are reliant
on the incumbent TOs’ (SPT and NGET) development of the substations at
Glenmuckloch, Wyseby Hilll and Carlisle, all of which are subject to ongoing

design of other projects in various stages of development.

The Glenmuckloch substation is currently out to consultation with an indicative
preferred location identified. Wyesby Hill is less well developed, however the
delivery date for this substation is 2031, therefore high-level designs are likely

to be in progress.
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The Carlisle substation is subject to proposals in our tCSNP2 consultation
regarding the projects FSU1, CMN3 and CLN2:3°

e Feedback from NGET on progress of the development of these projects
suggests that a potential indicative location for Carlisle may be known by
the end of 2024.

e We have proposed to set a Price Control Deliverable with a delivery date
of June 2025 for NGET to develop this project to a sufficient level of

design maturity

Given the above, should Ofgem agree with NESO’s request and proceed with
Early Competition, the incumbent TOs will be instructed to provide the required
information to NESO in order to develop the technical elements of the tender
documentation in line with NESO’s requirements and its tender programme. For

reference, the indicative timescale for the provision of information is as follows:
e March 2025 - the information request will be submitted by NESO
e June 2025 - TOs to provide required information to NESO.

The exact information to be provided is currently in ongoing development of the
TO licence obligations with respect to Early Competition. As a summary, the
information relates to the electrical parameters of the proposed substation(s)
and indicative locations, supplemented by the connection feasibility studies at

the interfacing sites.

NESO’'s WCN2 needs case assessment

3.27

3.28

NESO has identified the boundary uplift capability and customer connections as

the key needs case drivers for WCN2.

ESQO’s analysis in the tCSNP2 found that WCN2 increases capacity at the
constrained B6 boundary, it was identified as required in all 2023 FES models
(including the ‘Falling Short’ scenario) and is also considered an enabler of other
investments. NESO also notes that subsequent 2024 FES models have shown a
trend of increased wind and solar generation against the 2023 FES analysis
which may further enhance the needs case, whilst acknowledging that specific

analysis based on these models is yet to take place.

30 Further project details can be found in NESO’s Beyond 2030 report: Beyond 2030 | National Energy System

Operator
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In addition to the boundary uplift, the different components of WCN2 are listed
in the Transmission Entry Capacity (TEC) register in 27 individual connection
offers across 8 developers. The specific section being considered for competition
(Glenmuckloch to Carlisle) features in 11 connection offers across 5 different
developers for connection offers with dates (either connection or removal from
curtailment) of 31 October 2036.

When considered together, NESO’s view is that the needs case for WCN2 is
robust enough for commencement of the Stage Gate 1 process for Early
Competition and that this is the only suitable onshore project for tender at this

stage.

SPT view

3.31

3.32

3.33

SPT responded to our tCSNP2 consultation in respect of WCN2.3! SPT stated that
it does not consider WCN2 to meet the criterion in the Criteria Regulations that a
tendered project must be new, as it involves uprating of existing lines. SPT also
stated that it does not consider WCN2 to be separable, as required under the
Criteria Regulations, due to significant design interdependencies with other

projects.

SPT also raised concerns around the potential impact of tendering WCN2 on the
ability to make connection offers in the region for both TOs and CATOs, as well

as whether tendering the project would lead to delivery delays.

Since sharing NESO's request with SPT, SPT has also raised additional concerns
regarding tendering a sub-component of WCN2. SPT has stated that the
Dumfries North 400kV substation does not fall within the scope of WCN2, and
therefore it is not clear on what basis NESO has reached its recommendation to
tender this work. NESO has also highlighted significant contracted or live
connections offers that require the commissioning of the substation as enabling
works, and which could potentially be impacted by the tender process. These

include:

e More than 2GW across ten contracted prospective developments with

connection agreements in place; and

e A further 1GW across an additional eight prospective developments for

with connection offers have ben issued and are capable of acceptance.

31 SPT provided additional responses to the tCSNP2 consultation and NESO’s approach to project identification
generally. Our consideration of these responses will be included in our tSCNP2 decision, expected to be
published in December 2024.
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SPT also notes that tendering this project would require a new CATO to navigate
different planning requirements in Scotland and England at the same time that
SPT and NGET would be seeking consents for co-locating another cross-

boundary project.

Future projects for onshore competition

3.35

3.36

3.37

NESO has also considered whether projects determined to be onshore projects
following the Holistic Network Design 1 and Holistic Network Design Follow Up
Exercise asset classification exercises may be suitable for Early Competition.3?2
NESO expects these projects to be sufficiently mature that they may be
assessed for suitability for competition in mid-2025, with the commencement of
a potential pre-tender period in late 2025. The outcome of the assessment of

these projects will be published in mid to late 2025.

As part of the assessment of shortlisted projects, NESO has identified HGNC as a
suitable project for competition, pending further analysis within the tCSNP2

Refresh. In addition, NESO considers TWNC may also be suitable for competition
if development timescales allow. Following the tCSNP2 Refresh in January 2026,

NESO may request these projects are competitively tendered at that point.

Further projects identified in the tCSNP2 Refresh may also be suitable for
competition, and NESO will make further requests where appropriate to

competitively tender projects following the tCSNP2 Refresh publication.

NESO’s view on network connections reliant on WCN2

3.38

3.39

The proposed Dumfries North substation is a collector substation along the
southern section of WCN2. As this substation will connect to the 400kV network
solely through the circuits proposed to be competed, NESO is proposing to
include the 400kV substation assets associated with Dumfries North within the

competed scope.

The general principals and assumptions for the 400kV elements at Dumfries
North would need to be determined by NESO ahead of a tender launch and will
require coordination with SPT during the pre-tender period. The current
understanding of the high-level scope of the Dumfries North substation is that it
is a predominantly 400kV substation with feeder bays for the circuits delivered

under WCN2, and at least one Super Grid Transformer (SGT) bay for connection

32 Offshore Transmission Network Review: Decision on asset classification | Ofgem (HND1); Offshore

transmission network review: decision on asset classification for Holistic Network Design Follow Up Exercise |

Ofgem (HND FUE)
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to SPT's 275kV or 132kV transmission network to support the customer

connections elsewhere.

NESO’s working assumption is that any transmission assets at Dumfries North at
a lower voltage than 400kV will not form part of the competed scope, however
NESO is proposing to engage with SPT to determine the most efficient boundary
for the competed elements whilst maintaining operational separability between
the CATO and the incumbent TO in line with the relevant System Operator

Transmission Owner Code Procedures (STCPs).

Whilst there are currently no contracted customer connections proposed to
connect directly at Dumfries North, NESO’s analysis has identified that a number
of customer connection offers elsewhere on the SPT network are reliant on the
requested competed works. The Dumfries North substation and the 400kV
circuits provided by the proposed competed project are listed as enabling works

for these customer connections.

Whilst these customer connections are at other locations within the SPT
network, and the connections at these sites would remain with SPT, the offers
associated with these connections may need to reflect the 400kV side of
Dumfries North and the circuits from Glenmuckloch to Carlisle via Dumfries
North may be delivered by a CATO other than SPT, depending on the winning
bidder. NESO is proposing to engage with the customers potentially affected by
this to agree the most appropriate measures of treating these, and any future

offers, with general proposals provided to Ofgem ahead of any final decision.
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4. Ofgem comment on NESO’s request

Section summary

This section provides our comments on NESO’s request to tender a sub-component of

WCN2 as the first onshore Early Competition project.

Questions

Q4. Is there any additional information in respect of WCN2 that Ofgem should
consider before making our decision on NESQO’s Stage Gate 1 request to tender a
sub-component of WCN2?

Q5. Do you agree with our proposed approach to approving and funding the

components of WCN2 that NESO is not requesting are tendered?

NESO’s request

4.1 Of the projects NESO has considered for the first Early Competition tender we
agree that tendering the requested component of WCN2 would represent a
suitable candidate for the first onshore Early Competition tender. We understand
NESOQ'’s rationale for not currently requesting the competitive tender of LRN6,
BKUP and NHNC for the reasons set out in our tCSNP2 consultation and consider
that LRN6 and NHNC should be considered by NESO as part of the tSCNP2

assessment.

4.2 We also note NESO’s position on HGNC and want to see options re-assessed in
the tSCNP2 Refresh before confirming the needs case for this project. We
recognise design interlinkages between TWNC and LRN6 and agree with NESO’s
recommendation to consider this for competition as part of the tCSNP2 Refresh,
as there could potentially be alternative options to bring the offshore generation

connected by LRN6 further south.

4.3 We want to use the first onshore tender as a pilot to ensure the overall process

operates as intended and identify any lessons learned to improve future tenders.

tCSNP2 review

4.4 Alongside the other projects in the Development track in our tCSNP2
consultation, we have prioritised initial development funding for WCN2 to get
the design project sufficiently mature before providing final confirmation of the

project’s needs case.

4.5 In order for us to make a decision on NESO’s Stage Gate 1 request to

commence a tender for a component of WCN2 ahead of the tCSNP2 Refresh we

25




Consultation - Onshore electricity transmission Early Competition: Consultation on the

Ofgem
4.6

4.7

4.8

4.9

4.10
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need sufficient confidence that (i) WCN2 is required to reinforce the network, (ii)
it is the best option to address the underlying network need, and (iii) that
proceeding to tender will not risk stranded assets if an alternative solution to

transmission network build were to be identified in the future.

comment

We have considered the needs case drivers identified, and the justification
provided by NESO for its request, and agree there appears strong justification
for WCN2 to be delivered (whether through competitive tendering or delivered
by the TOs) due to the number of connection drivers and large constraints on

the B6 transmission boundary.

WCN2 appears to be a well justified and well-designed project and the proposed
separation of the project into component parts to be delivered separately seems
technically feasible. Provided the detailed project design maximises the
intervention capability on the network we have no current concerns with WCN2

from an initial engineering design perspective.

Important considerations for us in confirming the needs case for WCN2 ahead of
the tCSNP2 Refresh are (i) whether there are alternative realistic options that
can deliver the required B6 transmission boundary uplift and NESO may
recommend instead of WCN2, and (ii) how sensitive NESO’s recommendation in
the tCSNP2 was to significant changes to generation and demand assumptions,
for example if there were to be high rates of ‘ScotWind’ attrition following the
SSEP. We particularly welcome feedback from NGET, SPT and NESO on these

points in response to the consultation.

We recognise that despite the strong needs case drivers NESO has identified for
WCN2 there is an unavoidable risk approving the project now ahead of the
tSCNP2 Refresh and SSEP, although our current view is that the risk of stranded
assets is very low due to the number of connection drivers and the forecast
future constraint on the B6 transmission boundary. This risk needs to be
considered against the consumer benefit we expect introducing competition into
onshore transmission to bring and the industry impact of delaying the first
tender until after the tCSNP2 Refresh.

We seek feedback from the market on whether this is an appealing project for
the first onshore Early Competition tender. We particularly welcome views from
potential bidders on their ability to engage supply chains and deliver the project
by NESQO’s Optimal Delivery Date of 2037 (or earlier).
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4.11 We would also like to hear from stakeholders if there is any additional
information in respect of WCN2 that Ofgem should consider before making our

Stage Gate 1 decision.

Further considerations

4.12 We note that WCN2 needs to connect into a substation in the Carlisle area, the
exact location of which is dependent upon the design of FSU1. In our tCSNP2
consultation, we proposed providing development funding for FSU1 before re-
assessing the project as part of the tSCNP2 Refresh in January 2026. Therefore,
we want to understand how sensitive NESO’s request is to FSU1 being approved
and we will engage with NESO on this. We will also welcome feedback from
NGET on the current status of the design of FSU1, particularly around the

potential location(s) for the Carlisle substation.

4.13 NESO’s assumption is that WCN2 will connect north of Hadrian’s Wall. Should
this not be the case and WCN2 is required to connect south of Hadrian’s Wall,
this could theoretically add complexity to the consenting process for the project,
depending on the detailed network design. We will engage with NGET and SPT
to understand how the design is developing and also welcome feedback from
any potential bidders on whether having to pass Hadrian’s Wall would be a

relevant factor in their decision to bid.

Non-tendered components of WCN4

4.14 If NESO’s request to tender a sub-component of WCN2 goes forward to tender,
we propose to accept the needs case for WCN2 as a whole, as all components
need to be delivered to provide the required network benefit and achieve
technical system compliance. In this scenario, we would not propose to re-
assess the needs case for WCN2 as part of the tCSNP2 Refresh.

4.15 For any non-tendered components of WCN2, we propose that this is funded in
accordance with the Development Track detailed in the tCSNP2 consultation?33

and we expect to publish our decision on this in December 2024.

4.16 If following this consultation WCN2 does not go forward to tender, we will
confirm the regulatory treatment of the project as a whole as part of the

corresponding tCSNP2 decision.

33 Proposed regulatory funding and approval framework for onshore transitional Centralised Strategic Network
Plan 2 projects | Ofgem Chapter 4
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5. Conclusion and next steps

5.1

5.2

5.3

5.4
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We remain committed to introducing competition into onshore electricity
transmission to drive consumer benefits as we transition to Net Zero. The
identification of a suitable first project for Early Competition is an important
decision for Ofgem. We need to have confidence that a CATO can deliver the
project on time and to specification, that there is market interest in bidding into
the first tender, and that the project needs case is well justified before we can
make a decision on NESO’s request in respect of WCN2. We welcome feedback

to this consultation from industry, other stakeholders and the public.

This consultation is open until 08 January 2025. The responses we receive to
this consultation will help inform the decision on whether the requested sub-
component of WCN2 is a ‘qualifying project’ for the purposes of the Tender

Regulations.

Should the sub-component of WCN2 proceed to tender, our intention is to direct
SPT to stop developing the components of WCN2 that will be tendered. Until any
direction is made, we expect SPT to continue developing WCN2 in accordance

with the proposals set out in the tCSNP2 consultation.

We also expect NESO to identify a future pipeline of onshore projects that could
be competitively tendered. We expect NESO to undertake the necessary work
assessing recommended tCSNP2 Refresh projects, as well as the onshore HND1
and HND Follow Up Exercise ‘asset classification’ projects (see paragraph 3.33
above), against the Criteria Regulations and for their suitability to be delivered

through Early Competition, and we will continue to engage with NESO on this.
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Appendix 1 - Privacy notice on consultations

Personal data
The following explains your rights and gives you the information you are entitled to

under the General Data Protection Regulation (GDPR).

Note that this section only refers to your personal data (your name address and anything
that could be used to identify you personally) not the content of your response to the

consultation.

1. The identity of the controller and contact details of our Data Protection
Officer

The Gas and Electricity Markets Authority is the controller, (for ease of reference,

“Ofgem”). The Data Protection Officer can be contacted at dpo@ofgem.gov.uk

2. Why we are collecting your personal data

Your personal data is being collected as an essential part of the consultation process, so
that we can contact you regarding your response and for statistical purposes. We may

also use it to contact you about related matters.
3. Our legal basis for processing your personal data

As a public authority, the GDPR makes provision for Ofgem to process personal data as
necessary for the effective performance of a task carried out in the public interest. i.e. a

consultation.
4. With whom we will be sharing your personal data
We will not be sharing your personal data.

5. For how long we will keep your personal data, or criteria used to determine

the retention period
Your personal data will be held for 12 months.
6. Your rights

The data we are collecting is your personal data, and you have considerable say over
what happens to it. You have the right to:

e know how we use your personal data

e access your personal data

¢ have personal data corrected if it is inaccurate or incomplete

e ask us to delete personal data when we no longer need it

e ask us to restrict how we process your data
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e get your data from us and re-use it across other services

e object to certain ways we use your data

e be safeguarded against risks where decisions based on your data are taken
entirely automatically

o tell us if we can share your information with 3™ parties

e tell us your preferred frequency, content and format of our communications with
you

e to lodge a complaint with the independent Information Commissioner (ICO) if you
think we are not handling your data fairly or in accordance with the law. You can
contact the ICO at https://ico.org.uk/, or telephone 0303 123 1113.

7. Your personal data will not be sent overseas.

8. Your personal data will not be used for any automated decision making.
9. Your personal data will be stored in a secure government IT system

10. More information

For more information on how Ofgem processes your data, click on the link to our “ofgem

privacy promise”.
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