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Dear Mr Halldearn

RE: The Connection and Use of System Code under BETTA: Ofgem consultation on a CUSC to apply throughout GB

Centrica welcome the opportunity to comment on the December 2002 Ofgem/DTI consultation on the Connection and Use of System Code (CUSC) under BETTA.  We have considered some of the main issues that have been raised in the consultation document in this response. 

Centrica supports the principle of extending the England and Wales CUSC to a GB basis, but believes that there are a number of areas that could be improved upon or will need development to be applicable on a GB basis.  Until the final form of the changes has been identified it is not possible to give absolute support. We support the assertion in the consultation that the GB CUSC should be implemented in conjunction with BETTA.

Our principle concern is about the development of the relationship between the User, the TOs and the SO under the CUSC particularly in regard to connections to the transmission system.  Centrica recognise that there may be some advantages in having the SO as the contracting party for connections and agree that this may provide a simpler and more consistent solution for connections.  However, we have some reservations regarding the practical implementation of this proposal.  

The consultation document does not contain any details on how the relationship between the TO, whom it is acknowledged will be involved in the design and build of the connection, and the SO will operate.  Neither is it clear how it is anticipated that the relationship in respect of existing connections would change.  It is fundamental that Users are confident that the whole relationship, including any liabilities associated with the connections, operation and maintenance are properly handled.  Furthermore, the incentives on the asset owner to develop their transmission system must be clearly defined and understood.  Currently there is a direct relationship between their income and system charges.  These proposals will remove that relationship and it is essential that the correct incentives be put in place to ensure efficient future system development.

Part of the advantages of BETTA is the harmonisation of the electricity trading arrangements throughout GB.  A fundamental part of this is ensuring that the GB CUSC has consistent arrangements between England and Wales and Scotland.   We are concerned that some of the proposals included in the consultation document move away from this principle.  If, as suggested, the 132kV network in Scotland becomes part of the GB transmission system this will have serious implications for small, renewable generators that are directly connected.  It is implied by the proposed arrangements that these generators will be obligated to sign the GB CUSC and other Codes by virtue of being directly connected to the transmission system.  It is apparent that if this were the case then different standards would apply to renewable generation in England and Wales to that in Scotland.  We believe this could have unfortunate consequences for the development of renewable generation and ultimately the Government’s targets for renewable energy.  

We agree that it is possible to extend the principles of ownership of assets at connection sites laid out in Section 2.12 of the CUSC to allow incorporation of the Scottish principles.  If this approach is taken it is again essential that the arrangements that are put in place should be clear and unambiguous. 

It is suggested in the consultation document that there will be various duties that the GB SO will need to pass on to the TOs.  These duties and obligations must be clearly identified within the CUSC in order that the relationships between all parties are fully understood.   We understand that the contractual details considering the allocation of functions between the SO and TO will be dealt with in the proposed SO-TO Code but it is essential that these arrangements are robust and reflected in the CUSC.
There are some issues that are currently under discussion in the CUSC arena that are currently unable to take account of the future inclusion of Scotland in the arrangements.  For example, the proposed reforms to the Transmission Access arrangements are fundamental to the England and Wales regime and will be impacted by the introduction of BETTA.  Transmission Access reform must be considered in the context of BETTA at the earliest opportunity.  In our view it is appropriate that the group responsible for carrying out any work on Transmission Access be given Terms of Reference appropriate to allowing this to take place.

We would also encourage the work being undertaken by the Balancing Services Standing Group to be continued under the GB CUSC.  Ideally they should be tasked with expanding their current discussions to consider the issues that will need to be addressed when providers of Ancillary Services in Scotland fall under the aegis of the Code.  

We welcome Ofgem’s recent letter on the matter of dealing with CUSC Amendment Proposals between now and BETTA implementation as a pragmatic solution.  But we would encourage Ofgem to go further and seek or provide a locus by which it will be possible to allow wider consideration of the implications of BETTA to be dealt with at the expert groups considering the Amendment Proposals.  In our view this is the most efficient way forward and will provide Ofgem with the most accurate information in the proposal’s final report.

Centrica believe that it is appropriate at this time to consider the overarching governance arrangements for the electricity codes and for the current governance process under which CUSC operates needs to be improved.  Centrica’s primary concern is that any CUSC working or standing group can only consider any issue within the narrow confines of the CUSC arena.  We believe there is a role for the groups to be able to take into consideration the implications of any change made under CUSC on other industry documents and processes.  In this we are not advocating detailed analysis being undertaken.  We are advocating the facilitation of informed and sensible debate of complex issues that may touch on, and encompass, other jurisdictions.  Elements of the industry such as CUSC cannot exist in isolation and the governance arrangements in place should reflect this.  Notwithstanding these points we acknowledge the view taken by Ofgem that they are charged with an oversight role to take account of the wider aspects of any amendment proposal that is raised under CUSC.  We believe that greater flexibility for standing and working groups will result in a more efficient electricity process and provide Ofgem with more complete reports.  Ultimately a single Modification/Amendment process for electricity codes may be appropriate.

It may be appropriate for the Transmission Owners under the proposed licence regime to participate in the CUSC process.  As a minimum TOs need to be kept informed of all proposed changes to the CUSC and they should be a valid party to respond to consultations on all CUSC amendments.  Centrica recognise that the level of participation will depend on the final division of functions between the SO and TOs but believe this option will be required whatever the outcome.  We note that currently NGC have two seats on the CUSC Panel; one for the SO function and the other for the TO function.  This arrangement may not necessarily be appropriate under the GB CUSC, particularly if the other TOs do not have a seat.

It is appropriate that the CUSC is governed by England and Wales Law with jurisdiction being provided exclusively by the England and Wales courts. 

Furthermore we agree that it would be appropriate for the licence provisions giving effect to CUSC to be within the SO Licence.   As the SO is independent of generation and supply interests this will provide the appropriate level of confidence for participants that all connections and use of system requirements will be treated equitably.  The SO is the correct, indeed only, body who can take forward the development of a GB CUSC in preparation for BETTA.  This work must be undertaken with full consultation with industry participants.

We hope these comments are helpful and should you wish to discuss any of these issues further please do not hesitate to contact me on 01753 758156.

Yours sincerely

Danielle Lane

Contracts Manager
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