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Dear Mr Halldearn

RE: The Balancing and Settlement Code under BETTA: Ofgem consultation on a BSC to apply throughout GB

Centrica welcome the opportunity to comment on the December 2002 Ofgem/DTI consultation on the Balancing and Settlement Code (BSC) under BETTA.  Broadly, we support the extension of the England and Wales BSC arrangements to cover GB but there are a number of issues that need to be examined in more detail.  Therefore the final form of any proposed GB BSC will ultimately determine whether we believe that the Ofgem/DTI proposals are acceptable.  Our issues and initial thoughts are detailed below.

Governance

Centrica believes that this is a timely opportunity to consider the governance arrangements of the electricity codes as a whole.  This consultation document discusses a number of areas of governance which we agree need to be addressed going forward.  It has become increasingly apparent that the development of the BSC has caused the BSC Panel functions to move away from that of a process body overseeing the proper management of the BSC change procedure towards a decision making body.  Centrica does not believe this is an appropriate development for the BSC Panel and would like to see stricter controls over its operation than have been seen to date.  

Further to this we have a number of concerns relating to the independence of Panel members.  The practical evidence to date suggests there is a lack of demonstrable independence amongst some Panel Members.  We believe it is imperative that this should be addressed.

A combination of the workload faced by Panel members and the current election process has resulted in a heavy representation on the BSC Panel by non-Trading Parties.  We believe the BSC change process would be much improved by a streamlined version encompassing an evaluation process, as proposed in P28 and subsequently P96, and by a greater participation of Panel members in the ongoing work of the BSC, as is currently seen in the CUSC arena.  The principle that the BSC Panel members have current and working knowledge of the market and its associated processes should be upheld.  As such it would also be appropriate to give consideration to changing the Panel election at this point. 

As we have discussed in our response to the consultation on the GB CUSC under BETTA we believe there is room in the governance arrangements of industry codes for modification groups to take account of wider concerns than simply the impact of the change on the respective Code.  It is essential for the efficient operation of GB Electricity Arrangements for a complete understanding of the impacts of any change to be established.  We advocate a more flexible approach to governance to achieve this aim.

We agree with the assessment made in the consultation document that it is unnecessary for the Transmission Owners to have a place on the BSC Panel or indeed, be Parties to the BSC.  However, we believe it is essential that they are kept fully informed of Modifications so as to be aware of any changes in the behaviour of the users of their networks.  They should not be restricted from responding to any relevant consultation on modification proposals as an interested party, particularly if it is believed the proposal would have some bearing on the proposed STC.  We note however, that these arrangements are contingent on the final division of functions between the SO and TO.

BSCCo

We do not see any impediment to the transfer of the England and Wales BSCCo to the same role under the GB BSC should that be the choice of the GBSO.  However we would like to see a number of changes in the operation of this company, not least in the management of costs associated with running Central Systems and the modification process.  Currently there is no effective check on the budget of the BSCCo and this must be addressed under the GB BSC.  These costs impact on all BSC Parties and ultimately customers.  

Furthermore, there are a number of contracts associated with the Central Systems in England and Wales that need to be reassessed with alacrity.  BSCCo should be required to find the least cost solution.  The advent of BETTA gives the ideal opportunity for this to take place.

Cost recovery

The current cost recovery mechanisms within the BSC for the ‘1998 Programme costs’ and the ‘Pool NETA costs’ should be maintained when BETTA is implemented.  We believe it is appropriate that Scottish Parties are exposed to the full costs of NETA as they will see the benefits of the arrangements that are already in place in England and Wales.  

We will provide more detailed comments on the recovery of costs associated with BETTA in response to the proposed forthcoming consultation on this subject.

Transmission Losses

Centrica are disappointed that Ofgem have recently approved BSC Modification Proposal 82 (P82), introducing an average zonal losses scheme to England and Wales.   We do not believe that this aspect of the England and Wales BSC should automatically be introduced into the GB arrangements as no analysis has been carried out on the impact of the additional zones for Scottish demand and generation on the Transmission Loss factors seen by participants.   Furthermore, we do not agree with the assessment made by Ofgem that the zonal transmission losses scheme will help provide any appropriate long or short term signals for investment. We look forward to commenting further in response to the DTI’s consultation on GB wide Transmission Losses.

We would also note that as we have previously stated in our responses, there has been no adequate consideration of wider Government policy such as the impact of these proposals on renewable generation and the Government’s Kyoto objectives nor BETTA itself during the assessment of P82 by the BSC Modification Group.  We perceive this to be a major failing of these proposals and believe that with the introduction of BETTA it will be essential to revisit these arrangements to account for the impact on Scottish generation and demand.  We do not believe it is an effective nor efficient way to run a process and strongly believe any decision on these proposals should be held over until after the implementation of BETTA.  

Settlement Metering 

We would like to see a level playing field established in Settlement Metering with all Codes of Practice conformed to the common standards.  We recognise that this may have implications in respect of current arrangements in Scotland but believe this should be achieved within BETTA timescales or else this could have a distortionary affect

BM Unit representation

We agree with the proposal that cascade hydro should be treated as a single BM Unit.  We note the issue raised by the consultation document that currently there are no instances of BM Units in the Central Meter Registration Service that straddle more than one Boundary Point.  We recognise that there may be some difficulties in defining this under the GB BSC but believe that the arrangements put in place should recognise the diverse range of generation available and not unduly penalise any innovative development.

We trust that these comments are useful.  Should you wish to discuss any of the issues raised here further please contact me on 01753 758156.

Yours sincerely

Danielle Lane

Contracts Manager
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