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Legal framework and development of the GB CUSC

The enduring legal framework under BETTA

If there is to be a further Code to govern the interfaces between the SO and TO (as suggested in the regulatory framework consultation) then it will probably be necessary for generators and DNOs to be parties to it.  This is because many aspects of the interface, such as protection arrangements, safety issues and information flows will also involve these parties.

A single contractual interface between a User and the SO would appear attractive on grounds of simplicity, but it is difficult to imagine how there could not be some form of contractual interface between the TO and a generator or DNO.  The typical arrangement of a transmission sub station is for switchgear owned by a User to be interleaved with that of the TO.  In some instances assets may be shared.  In addition agreements will cover matters such as the operation of equipment, physical access and the provision of utilities such as compressed air.  All these matters will need to be covered by contract.

However, it is important from a practical viewpoint to distinguish between access to the system, which is a matter for the GB SO, and connection to the transmission system, which is a matter for the relevant TO (or even the local DNO).  The former should be governed by a Code.  The latter could be within the orbit of the CUSC, but it could equally be dealt with through bilateral contracts.

At the time of CUSC we argued that since they deal with aspects unique to a site, connection agreements should remain bilateral contracts outside the scope of what would then be an “USC”.  Splitting the TO and SO functions under BETTA argues for the possibility of this as an appropriate model to be reassessed.

The argument for extending the CUSC to encompass Scotland is that it is a consequence of creating a GB System Operator.  If the BETTA model had embraced two pricing hubs, one in England and one in Scotland, then it may have been appropriate to have contemplated two SOs and consequently a separation of access arrangements.

The GB CUSC under BETTA

On balance we would agree that the extension of NETA to Scotland would best be accompanied by the creation of a GB CUSC, subject to the comments in the previous paragraph.  As the consultation notes, the situation in Scotland is different to that existing before NETA.  A common framework of transmission access existed under MCUSA, which does not have a parallel at the present time in Scotland.  Thus it was possible to introduce the CUSC after NETA.

It is wrong to underestimate the difficulties that do exist in E&W from the connection of generation to a DNO’s system.  Some of the issues surrounding these circumstances have not been satisfactorily resolved as the current debate on conditions for obtaining Licence exemption for medium sized power stations illustrates.  In particular we hold to the view that the purpose of Licence exemption is to simplify the contractual arrangements and administrative burden for smaller generators.  Thus with the extension of CUSC to Scotland LEGs should not be required to be signatories to the CUSC. 

Development of the GB CUSC

In developing the CUSC to be suitable for GB we would expect only the minimum change necessary to incorporate Scotland.  To take the opportunity for a wider revision would be to circumvent the governance of the CUSC. 

Possible changes to CUSC to apply it across GB

Governing law and jurisdiction of the GB CUSC

We agree that the governing law of the GB CUSC should be English Law and jurisdiction exclusively in the courts of E&W.

Governance of the GB CUSC

Whilst the GB SO will need to have a clear Licence duty to ensure a User can gain access to the system, the comparable obligation on the TO can be much weaker since competition is often possible in some degree in the provision of connection assets.  Clearly some regulatory oversight of a TO’s role in facilitating the connection of a User will be necessary, but their role in the functioning of a CUSC (or USC) may be similar to that of a DNO.

Principles of ownership

Although the conventions of ownership may be more rigorously applied in E&W, the clauses in the CUSC can only ever be guidelines with the actual ownership of assets more precisely described by drawings incorporated in the connection agreements.  

What may require further thought is what can constitute transmission assets.  The notion that it is simply a function of voltage and geography may be overly arbitrary.  Some of the 132kV system in E&W displays all the meshed characteristics of a transmission system, whereas the 132 kV system in the North of Scotland is radial and functions as a distribution system.  The problem of definition has its parallels in trying to define “generation only spurs”.  Perhaps the only possible definition is ultimately the colour of lines on a schematic diagram.

Mandatory ancillary services

The provision of mandatory ancillary services should be removed from the CUSC and system requirements met by commercial arrangements.  The need for such an approach is illustrated by the uneconomic provision of these services from Licence exempt BM Units.  

The only “mandatory” ancillary services remaining in E&W are the provision of reactive power and frequency response.  Reactive power now has the opportunity to enter into “market” agreements outside of the CUSC. A market arrangement for the provision frequency response is long overdue.  The opportunity presented by BETTA should be taken to place the provision of this service on a commercial basis, and thus aid the short term security of the system. 

Small generators under the GB CUSC

Imposing the provisions of a GB CUSC on transmission connected but Licence exempt generating plant would result in discrimination between similar sized generating plant depending whether it was North or South of the border.  This discriminatory treatment, combined with the exclusion of Scottish 132 kV connected Licence exempt generation from obtaining embedded benefits, would create a competitive bias against smaller generating plant considering connection to the Scottish 132kV system.  

The general principle that should be adopted should be that whether or not a generating unit is subjected to the provisions of a use of system Code should be dependent upon the size of the generator rather than the voltage of connection.  This in turn emphasises the importance of recovering certain costs through the connection agreement with the TO.

“Transfer Date” under the CUSC

The description of MEC and Registered Capacity in paragraph 5.41 is inaccurate and perpetuates a myth that has clouded the judgement concerning CUSC Amendment CAP043.  The terms of the CUSC apparently permit pre-Vesting generators to vary their export right by resubmitting their MEC under the provisions of the Grid Code.  However, since the Grid code does not recognise the term MEC it has no effect.  The only purpose of the term was to enable pre-Vesting generators to define their export capacity, which is now enshrined in Appendix C to the bilateral Agreement.

Contrary to what is stated in paragraph 5.41 the Grid Code does define the term Registered Capacity, and does permit generators to vary this quantity simply by making an appropriate re-declaration under the terms of the Grid Code.  However, here too the right has no effect since the Connection Agreements for power stations constructed after vesting also specifies the level of the maximum export on to the system that is permitted is again enshrined in Appendix C of the Agreement.  Appendix C to the bilateral Connection Agreement for both pre and post Vesting power stations can only be varied by a formal Modification to the agreement. 

It is unfortunate that CAP043 has apparently been approved to solve a perceived, rather than actual problem and introduced in its wake yet further uncertainty for connected parties.  Notwithstanding this a further aspect of the Transfer Date that has particular commercial significance is the provision of security in respect of termination amounts for connection assets.  Pre-vesting plant is not required to lodge security in this respect.  These rights and privileges were not arbitrarily awarded but conferred under MCUSA in a consistent manner between parties.  They were subsequently transferred into the CUSC.    To contemplate their removal under BETTA would be financially detrimental to a particular class of generator.  If necessary they might be extended to similar generators in Scotland, but their removal from the relevant parties in E&W has no justification. 
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