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        10th May 2002



Dear Mr Cooke,

Distributed generation: price controls, incentives and connection charging (March 2002)

British Gas welcomes the opportunity to comment on Ofgem’s further consultation on distributed generation.   

We note that a number of responses were received to the earlier consultation on the subject and observe that both industry and other parties have a keen interest in ensuring that suitable and robust arrangements are quickly in place to develop this sector of the market.  

Timescales for introducing the reforms remains a concern, particularly in order to remove barriers for promoting distributed generation and to meet the Government’s desired targets.  There is a significant amount of work that will be required to achieve Ofgem’s targets, at a time when there are other major initiatives also requiring resources.  We are therefore concerned to ensure that work commences immediately on these proposals, but that timescales are realistic and that the industry understands all the inter-relationships.
A choice of payment method for connection to the distribution networks seems an appropriate alternative to having to pay a deep connection charge. However, we believe that the issue of deep versus shallow connection charges needs to be considered first to ensure that there is GB wide consistency in the costs of connection.  
Choice of a firm or non-firm connection should also be offered, together with suitable charges that apply in respect of the nature of the connection. We can envisage various payment methods developing in time to encourage further embedded generation but this must be balanced with the need to maintain security of supply if connection charges reflect the level and type of connection to the network.  In conclusion, whatever changes are made, the regime needs to ensure that one class of system users does not end up cross-subsidising another set unintentionally.
We agree with the principle of negotiating connection charges in the absence of a GDUoS mechanism. Although, the concept of implementing GDUoS or entry and exit charges should be considered further, specifically as part of the new Price Control review. 

We are unclear how the annualised connection charge would work in practice and would wish to see further details of the suggested proposals prior to implementation.  

We recognise that it may not be possible to introduce at this time a formal ‘with-without’ test aimed at reflecting the costs or benefits that certain embedded generators bring to the system.  However, this should not prevent further investigative work in this area from being undertaken to determine the future viability for introducing such a scheme.          

British Gas would wish to see greater transparency in respect of the publication of information on network capacity and believe that this would prove beneficial to potential connectees and existing users of the system.  This information could be made available through the LC25 Statements.

It is clear that P2/5 needs reviewing and we would be interested to see the findings of the DGCG’s Technical Group in this area.  We would encourage the publication of the minutes and the final recommendations of the group to all interested parties at the earliest opportunity.

Banding distributed generation by some form of groupings merits further development and we await the outcome of the Steering Group’s suggestions on the most appropriate way forward for categorisation.      

The development of metering for active power imports and exports is supported but the impact for the market needs to be considered in a wider context.

There has been much debate on the standard and presentation of the DNO’s Condition 4 Statements but very little progress has been made by the DNOs to improve the layout, the quality, the uniformity or the user friendliness of these documents.  We urge the DNOs to take corrective steps to meet network user’s requirements.

We support the view that some DNOs have relied far too much on regulatory incentives to drive forward policy changes for developing embedded generation.  We wish to reiterate the point that distributors now have a licence duty to develop and maintain an efficient, co-ordinated and economical system of electricity distribution and to facilitate competition in the generation of electricity.  We would wish to see DNOs play a more active part in ensuring this condition is met.     

If you wish to discuss any aspect of our response in more detail please do not hesitate to contact me directly.

Yours sincerely,

Brian Sequeira

Senior Account Manager
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