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Dear David

Ofgem/DTI consultation – The Connection & Use of System Code under BETTA

Alcan Smelting & Power UK (`Alcan’)has hydro generators in the Highlands of Scotland - at Lochaber and Kinlochleven - both of which are connected to the local network.  Consequently, Alcan has considerable interest in how the present trading arrangements in England and Wales might be extended to Scotland and also the nature of any new, GB-wide, transmission access arrangements. As a major industrial demand site, Alcan recognises the importance of the issues surrounding the proposed British Electricity Trading and Transmission Arrangements (BETTA) and welcomes the opportunity to comment on the current consultation on the development of a GB CUSC.

In addition to its generation interests in Scotland, Alcan also operates aluminium smelting facilities at Lochaber and in North East England – the latter constituting a major industrial demand site with significant on-site generation capacity. 

As a distribution connected licence exempt generator (LEG) we closely follow, and contribute to debates on distribution issues and have responded to the recent Ofgem consultations on distributed generation
 and on the structure of electricity distribution charges
.  Alcan also takes a close interest in the development of issues in both transmission and in wholesale electricity trading – since any changes to the arrangements for both of these are likely to materially affect Alcan’s commercial position through their impact on Alcan’s energy trading arrangements.

Alcan contributed fully in the development of NETA as an active member of the Special Experts Group (SpEG).

The consultation covers a wide range of issues.  In this response we focus on what we see as the key issues and considerations.  These are:

· Treatment of Licence Exempt Generators (LEGs);

· Technical definition of ‘transmission’;

· Treatment of pre-Vesting assets;

· Separation of transmission and distribution in Scotland.

Treatment of Licence Exempt Generators (LEGs)

We welcome Ofgem/DTI’s recognition of the importance of licence-exempt generators (LEGs) and also the acknowledgement that this, and other renewable generation, will need to be carefully considered as part of the development of BETTA.  We appreciate that the presence of transmission connected, licence-exempt, generation in Scotland (and the absence of such in England & Wales – as stated in the consultation) introduces new issues for the development of a GB-wide CUSC and therefore support the proposals to afford LEGs full and comprehensive consideration in the development of the BETTA framework.

We do, however, have some concerns with the suggested approach to ‘consult separately on all aspects of the treatment of such generation under BETTA’.  These are threefold:

· The treatment of licence exempt, and other renewable, generation under BETTA will be pivotal to the Government fulfilling its long term aspirations for renewable and distributed generation.  Consequently, we believe that consideration of the treatment and impact of BETTA on these participants should not be considered separately but should be an integral part of the development process.  In treating small generation separately in this way we feel that Ofgem/DTI run the risk of repeating some of the mistakes of the NETA development process by marginalizing small generation and treating it almost as a 'side-issue'.
· Even with the recently announced extended target deadline for the implementation of BETTA, timescales are still challenging, and we are concerned that the issues associated with the impact on LEGs have yet to be publicly addressed.  The treatment and impact of the BETTA proposals on small generation, LEGs and other renewables must be discussed and consulted on as soon as possible.  We believe there are a number of important issues that this consultation should address.  These include (but are not limited to):

· arrangements for the provision of ancillary services (mandatory plus commercial);

· provision of information

· relationship between the generation and the DNO;

· responsibilities of the distribution business with regard to access to the network (particularly constraint management); and

· charges (and payments) for use of the transmission system.

· The treatment of licence exempt generators connected to the 132kV network in Scotland will have important consequences for the development of a GB CUSC, GB Grid Code and GB BSC and we fail to see how these can be addressed separately since they are fundamental to the development of the BETTA arrangements.

· Alcan recognise the growing importance of the management of network constraints – both on the distribution and transmission networks.  We request that full and proper consideration be given to the potential commercial impact of network constraints on distributed and renewable generation and look forward to contributing to the debate in due course.

Technical definition of transmission

Alcan note that the consultation recognises differences in technical definition between the transmission network in Scotland and that in England and Wales – specifically that 132kV is a distribution voltage in England &Wales but a transmission voltage in Scotland.  Given the fundamental differences between the physical design and operation of the 132kV networks in Scotland and England & Wales we feel that there is no other option but to maintain this designation difference – at least for the foreseeable future.

We are aware of the inclusion of some items of 132kV equipment in the current CUSC but understand that this is predominantly to provide for the inclusion of 400/132kV (and 275/132kV) transformers.  We understand the need to reference such equipment and support its inclusion in any new GB CUSC.  However, any inclusion of 132kV equipment, or 132kV network, in a GB CUSC must make clear that this remains a distribution voltage in England & Wales and any provisions in the GB CUSC for definition of interfacing with a 132kV transmission network must be for Scotland only.  Under no circumstances would Alcan support the designation or treatment of any 132kV network in England & Wales as anything other than as part of the distribution system, and those connected to it should not have to be party to the GB CUSC.
Treatment of pre-Vesting assets

We support the continuation of the special arrangements that presently exist in England & Wales for the treatment of pre-Vesting generators with respect to the right to control their right to export in accordance with their Maximum Export Capacity (as opposed to their Registered Capacity).

We believe that the protection of existing rights through appropriate grandfathering mechanisms is fair and reasonable and minimises the prospect of unnecessary and inequitable commercial risks.  These can otherwise stifle efficient operation and discourage further development of renewable and other distributed generation on existing sites.
I trust this makes the initial Alcan position clear and we look forward to participating fully as this debate progresses.  Please do not hesitate to get in touch if you would like to discuss the matter further.

Yours sincerely

Mr Robert Nicholson

Power Commercial Manager

�	‘Embedded Generation:  price controls, incentives and connection charging – A preliminary consultation document’, Ofgem, September 2001 and ‘Distributed Generation:  further discussion, recommendations and future action’, Ofgem, March 2002.


�	‘Structure of Electricity Distribution Charges – update document, Ofgem, October 2002.





