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Dear Mr Halldearn

December  2002 Consultation Paper:   The CUSC under BETTA
Fortum Group, owner of Grangemouth CHP Ltd, welcomes the opportunity to respond to this consultation.

Legal Framework

We note that the system ownership and operation model which BETTA is moving forward with does pose problems.  We agree with Ofgem’s position that those problems are overall likely to be no greater than under the present arrangements but would point out that the transition to BETTA might alter the balance of benefit in a way that is felt by individual participants.  In summary, we see the main problems with the proposed model as being:

· The TO which is affiliated to the GBSO is on a fundamentally different footing to the TOs which are not affiliated to the GBSO, with the potential for discrimination in either direction.

· The generation and supply interests which are affiliated to the Scottish TOs are on a fundamentally different footing to other generation and supply businesses.  The availability of information to the affiliated TOs on both a short-term operational basis (Balancing Mechanism bids and offers) and on longer term planning basis does provide potential for greater market intelligence and therefore advantage to the affiliates.

In order to guarantee the level playing field which is BETTA’s objective we would wish to see effective measures to address these problems enshrined in licences and codes, and effective plans to enforce and monitor the effectiveness of those measures, clearly identified as part of the BETTA arrangements.

Mandatory Ancillary Services

We agree that the existing England and Wales Grid Code provides a sensible starting point for mandatory ancillary services requirements, but would point out that any alternative performance criteria which have been agreed between the SO and connected parties either in Scotland or in England and Wales should remain in force following the transition to BETTA, as should a mechanism under the GB Grid Code which permits departures from the default standards where system security or other reasons justify that.

The principle that retrospective amendments will not normally be made to connection conditions or grid code standards is expressly established in the existing Scottish Grid Code, and those investments made in Scotland have been made against that backdrop.  Amendment to previously agreed Grid Code conditions or standards, whether as a consequence of the introduction of BETTA or otherwise, would not therefore be acceptable.

Transitional Issues

We note that the consultation paper identifies the practical and legal transition as being a complex area.  In the interests of expediting the transition process we would advocate that the transitional arrangements and mechanisms should be identified in as much detail as possible and developed via more than one round of consultation, to maximise the chances of workable transition by consent rather than risking unworkable or contested arrangements.

We envisage the requirement for possibly substantial transition arrangements in respect of the Moyle Interconnector because the existing Scottish arrangements are quite different from the existing NETA arrangements for interconnectors.  In order to ensure that transitional issues are settled in a manner which is both workable and non-discriminatory, it would be necessary to make an early start to defining the transition process and to ensure that that process is transparent and provides sufficient time for problems to be identified and resolved.  In particular:

· The existing arrangements permit GB participants to make use of the Moyle interconnector by relying on interconnector agreements held by parties who are linked to the Northern Ireland Interim Settlement Agreement, and those Northern Ireland parties have no current requirement to participate in the GB connection, trading or settlement arrangements.  Successful transition to BETTA may have CUSC implications for these external parties and will necessitate a successful dialogue between Ofgem and parties in Northern Ireland who have no current interest in the GB arrangements but who, on the current proposals, will have an interest after BETTA, to ensure that both the framework under the BSC, Grid Code, CUSC, and the detailed implementation of those provisions, are carried out in a manner which produces a sensible and workable result.

· The model outlined in the Grid Code Conultation Paper by which interconnector activities would be controlled was for a GB BSC with few specific provisions for interconnector BM units but augmented by more restrictive use of interconnector agreements.  The transition to BETTA would have to be made in light of the fact that GB parties making use of the Moyle interconnector may currently do so without requiring any specific use of interconnector agreement with a GB TO or SO, therefore there would be the need for creation of new contractual interfaces, as well as for the unbundling of the current Scottish Use of System Agreements into their transmission and distribution elements which was identified in the CUSC Consultation Paper.

We would be happy to expand on our views should that be required.
Yours sincerely

Juha Suomi
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