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	Dear David,

The Development of British Electricity Trading and Transmission Arrangements (BETTA) – Report on consultation and next steps.

We are pleased to have the opportunity to comment on the above document.

We remain supportive of BETTA in principle but are concerned that its impact is not understood by participants.  We are less concerned about BETTA itself than about its interaction with other initiatives, especially those on transmission losses and access.  It is important that if reforms to transmission losses and access are introduced that this is done so on a GB-wide basis.  Therefore it would be preferable to implement BETTA first and then follow up with changes to the transmission losses and access regimes.

We feel strongly that there is a danger that, if pursued as currently planned, the programme could result in transmission losses and access reforms being implemented only in England and Wales.  Our concerns on this were heightened at the BETTA seminar in Edinburgh, when it became clear that the Scottish Executive would seek to ensure that BETTA would not result in any adverse effect on the economics of renewable generation in Scotland.  This does not seem to us a proper objective and could undermine one of the main objectives of BETTA - to establish single set of transmission and trading arrangements across the whole of Great Britain.  Part of this is to ensure that any locational messages for generation are applied coherently and consistently across GB.

The report does not detail how the costs of BETTA will be recovered but does identify that the benefits of BETTA will be mainly felt in Scotland.  It is essential that the issue of cost allocation is clarified at an early stage in the process.  The costs of NETA were borne entirely by participants in England and Wales with no contribution from Scottish participants so it seems logical that the costs of BETTA should be weighted towards participants in the Scottish market.

We have the following comments on the main issues raised in the Ofgem/DTI report and at the Seminar.

Process and timetable

The report does not provide any assurances that the industry will be involved in every stage of the BETTA development process.  The proposals for a series tick-box consultations do not indicate sufficient opportunity for the industry to actively participate in the development process.  It is similarly not clear how the proposed expert groups will be constituted and whether these will provide a suitable forum for the industry to influence the development of BETTA.  It is vital that the development of BETTA takes place with the full co-operation of the industry but this latest Ofgem/DTI publication offers little confidence that this will be the case.

As we have said in response to a previous consultation, we believe that the proposed timetable is aggressive.  It is important that there is sufficient time for a proper debate on the various aspects of BETTA, many of which could have important impacts on participants in England and Wales, as well as those in Scotland.  Of particular importance is the split of TO and SO: parties in Scotland will have had greater involvement in initial discussions on this, and those in England and Wales need an opportunity to input to the later stages in a meaningful way.

Having said this, we recognise the urgency of BETTA particularly in the context of creating a competitive market for renewable generation in Scotland.  We would therefore like to see a process which:

· communicates effectively with participants to ensure a full understanding of the complex issues involved, especially those of TO/SO split (this is probably best achieved through seminars);

· allows maximum time for consultations; and,

· relaxes the timetable immediately if it becomes clear that the legislation will not be achieved to plan.

SO/TO Split

This in itself will be a significant regulatory change, and the incentivisation applied to each part will be crucial in achieving an effectively operated and managed system.  The aim should be to ensure that as many as possible of the synergies between SO and TO are captured without compromising the objectivity, both perceived and actual, of the SO in decision-making.  In order to achieve this, it would seem to be appropriate that the SO undertakes only those activities that are essential for the SO.  Attempts to create a deeper SO are likely to delay implementation of BETTA and should only be pursued where independence is clearly improved.

It was surprising that the proposal to create a new code to govern the relationship between SO and TO was not outlined in the consultation document.  We agree that this does appear to be necessary: its governance will be critical to the success of BETTA and we believe it will be important to ensure participation from the industry and full visibility of its activities.  However, we believe that the SO/TO split should be embedded in the licences and not be subject to the code.

Governance of Energy and Transmission

One of the problems that is becoming increasingly evident in NETA is that of the different governance structures for the various Energy and Transmission functions and the differing levels of transparency and industry participation between these different documents.  Since BETTA will most likely increase the volume and complexity of industry documentation and its governance we believe that this opportunity should be used to introduce a greater degree of consistency between the different governance processes and to address the difficulties associated with handling issues that span more than one document.

It is a particular concern that the ongoing development of the BSC and CUSC in the interim period before BETTA Go-live is not able to take into consideration the impact of any changes on the future GB versions of the BSC and CUSC.  There is a risk that much of the work of assessing modifications or amendments will have to be duplicated as the extension of any modifications into Scotland is considered separately.  There is also the risk that the industry will waste time developing changes to NETA that later turn out to be unsuitable for extension to BETTA.

At the seminar, Ofgem/DTI introduced the concept of an additional code to govern the boundary between SO and TO.  There appears to be significant potential for this new code to be almost invisible to those not directly involved.

The report makes little mention of what, if any, influence the Scottish Executive will have over BETTA and the electricity market.  The governance of all issues relating to the electricity market, in particular planning, consents and environmental policy, must be clarified.

Planning and Operational Standards

There are some significant differences in the planning and operational standards of Scotland compared with England and Wales including the different voltage boundary between Transmission and Distribution Operations.  Careful consideration should be given to this issue to ensure that these differences, if they remain, do not provide any perverse opportunities or risks to participants.

Yours sincerely,

Liz Anderson

General Manager

Energy Strategy and Regulation


