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Dear Mr Halldearn,

The Development of British electricity trading and transmission arrangements (BETTA). Ofgem/DTI Report on consultation and next steps

Thank you for the opportunity to respond to the further Ofgem/DTI paper concerning BETTA. Please find below BNFL Magnox Generation’s comments on this.

I attended the recent BETTA project seminar in Edinburgh, and would note in passing that this was a valuable supplement to the paper in understanding the Ofgem/DTI perspective and would encourage you to organise further such events at appropriate points in the life of the BETTA project. At the seminar, I was struck particularly by two points: firstly, the extent of projected renewable generation development in Scotland, and secondly the importance of further development of the transmission system to enable unconstrained flows of energy between Scotland and England which was highlighted by a number of speakers. Both of these emphasise the importance of developing a robust system of transmission access as part of the suite of GB wide arrangements if BETTA is to operate successfully. 

The report and the seminar indicated that the arrangements for transmission access which are anticipated to come into effect in England and Wales will provide the starting point for consideration of GB wide transmission access arrangements. It is therefore relevant to review the Ofgem views set out in the paper “Transmission Access and Losses under NETA: Revised Proposals” in the GB context. I would highlight the following from that paper: 

· The paper notes that “the transmission system is relatively unconstrained at present”. Whilst this is true in an England and Wales context, it is not true in a GB context.

· The paper states that “firm access rights could be allocated to participants in return for payment of an access charge”, and “a simple primary allocation mechanism may be preferable on practical and cost grounds to an auction of rights”. 

· The paper further states that “an initial allocation of rights followed by trading of rights (either via tenders for constraint options or via some form of access adjustment mechanism) might prove an appropriate way forward”

It may be instructive to consider what effect this might have were these principles to be applied to the GB market today. Within England and Wales, the transmission system does not contain any enduring constraints, therefore participants could be allocated whatever level of transmission access they required. Access charges would presumably be set to enable the costs of operating and developing the system to be recovered much as the various Use of System charges which NGC levy do now. 

Within the Scottish area of a GB market, there would be insufficient capacity in the system to allocate all the access that participants would want. This lack of transmission capacity currently manifests itself in the oversubscription of interconnector capacity and the consequent need to ration access through the administered Interconnector access criteria which are operated by the transmission licencees and approved by Ofgem. With the elimination of the interconnector and dismantling of the SAS, the scarcity of transmission access would presumably result in rationing for all generators. This raises the following issues:

(i) what allocation mechanism should be used to apportion access between participants ? Clearly, devising this mechanism has the same difficulties as devising access criteria for the Interconnector.

(ii) could a properly functioning regional market in tradeable access rights develop, given that it will inevitably be dominated by a small number of large players. The lack of liquidity in the Scottish electricity market has given rise to the need for administered wholesale prices; it might reasonably be asked whether access trading would not also require regulatory intervention. For similar reasons, we are inclined to believe that auctioning of access rights may not be any more satisfactory than an allocation process.

We recognise that current plans indicate that if the projected increase in Scotland-England transmission capacity is delivered on time, transmission constraints will be largely eliminated by the time BETTA is introduced. However, if this is not to be a pre-condition for BETTA, it is essential that the transmission access regime can deliver appropriate outcomes in the context of the transmission system as it currently exists. 

You may wish to consider these issues in developing the BETTA programme, and potentially in relation to transmission access arrangements for England and Wales. We look forward to further opportunities to feed back views to Ofgem in the course of  the BETTA project. In the meantime, if I can be of any assistance please do not hesitate to contact me.

Yours faithfully, 

Nigel Burrows

Regulation and Market Access Manager
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