TEESSIDE POWER LIMITED

RESPONSE TO “The Connection and Use of System Code under BETTA – Ofgem DTI Consultation on a CUSC to apply throughout GB” published December 2002

This note presents the views of Teesside Power Limited, TPL, on the matters set out in the December 2002 Ofgem/DTI  Consultation Paper: “The Connection and Use of System Code under BETTA”. It covers both the specific questions on which views have been invited and more general matters raised in the text.

Summary

                                                                                                                                                                TPL understands the Ofgem/DTI desire to introduce standardised electricity trading arrangements throughout Great Britain. TPL’s general position on the proposed changes is that in developing the new arrangements, Ofgem/DTI should minimise the impact of changes on market participants in England and Wales. On this basis, TPL generally supports the proposal to utilise the documentation developed for the England and Wales market for the GB market. 

In general, the document deals only with matters at the “policy” level. We will clearly wish to provide further comments when more details of the arrangements have been developed. 


The Proposals

1. Legal Framework and development of the GB CUSC

TPL recognises the rationale for the view that it is appropriate for the GB system operator to be responsible for contracting with users of the transmission system for connection to, and use of, the system. The contractual terms relating to connection to, and use of, the transmission system are of fundamental importance to the commercial operation TPL. We are thus unable to provide any detailed comments on this proposed approach and reserve our position until such time as we have a better understanding of the contractual relationship between the GB system operator and the transmission owner. 

In the interests of minimising disruption to the current commercial arrangements operating in England and Wales, TPL supports the proposal that the existing CUSC should form the basis of the GB CUSC. We believe, however, that it is appropriate to review all the provisions of the existing CUSC, rather than simply making changes where needed for the existing CUSC to apply GB wide. Whilst we are not suggesting a radical redrafting of the agreement, we do consider that certain arrangements can be improved and that such improvement should be reviewed, and if agreed implemented, within the GB CUSC.

TPL has no view on the other matters highlighted in paragraph 4.34 of the consultation document.

2. Possible changes to CUSC to apply it across GB
TPL would only wish to comment on the existing governance arrangements under this general heading.

TPL has consistently been of the view that the present governance arrangements for the CUSC are inadequate in that they provide for no appeal against decisions by the Authority. In the light of experience, the provisions for progressing proposed amendments to the CUSC, including both the Panel assessment procedures and the formal consultation process have worked well, allowing a for a full debate involving all market participants. The concern remains, however, that following this open evaluation process, the final decision on whether to adopt the amendment rests with the Authority and that there is no scope for an appeal of the Authority decision. 

We suggest that a further appeal stage should be introduced within the GB CUSC whereby, in the circumstance where the decision by the Panel, which has a broad representation of market participants, is not accepted by the Authority, any CUSC signatory has the right to appeal that decision to a higher authority, the obvious candidate being the Secretary of State. We consider that this would improve the present governance arrangements and be consistent with good regulatory practice.

3. Transitional Issues

TPL currently has a connection agreement with NGC. If, as is currently envisaged, NGC undertakes the role of GB System Operator, it is unclear as to whether any action is required. Should it be decided, however, that the GBSO role is undertaken by a subsidiary of NGC, and that novation of the current bilateral agreement to the new company is desirable, TPL will need consent for such a novation under the terms of its project agreements and, depending upon the financial status of the counterparty, it may require additional terms in the new agreement. 


Conclusions
TPL recognises the logic behind Ofgem & the DTI seeking to extend the trading arrangements which operate in England and Wales to the whole of Great Britain. As an England and Wales generator, TPL’s main concern is that Ofgem/DTI are fully aware of the need to minimise disruption to its commercial operation and to avoid additional costs, which inevitably result from changes to industry agreements and codes, particularly where any bilateral agreements are involved. 

Given the significance of the changes proposed, TPL considers it appropriate at the same time to review the present governance arrangements associated with the CUSC amendment provisions, particularly as regards the introduction within the CUSC of a process for appeal, in defined circumstances, of Authority decisions. We have provided some initial thoughts on what might be involved but would welcome the opportunity to provide further comments as the BETTA development proceeds.
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