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7th February 2002

Dear Mr Halldearn

Gaz de France Energy Supply Solutions response to the Ofgem/DTI consultation on the Balancing and Settlement Code

Thank you for the opportunity to respond to your December 2002 consultation on proposals to develop and implement a Balancing and Settlement Code (BSC) to apply under the British Electricity Trading and Transmission Arrangements (BETTA).  Our response will comprise a general overview of our initial views at this early stage in the overall design process, with responses to the specific questions raised within this consultation attached in Appendix 1. 

Linkage of BETTA to a revised Transmission Access Regime

Gaz de France Energy Supply Solutions supports the initiative to extend the New Electricity Trading Arrangements (NETA) from England and Wales into Scotland and agrees with the principle of establishing a single independent System Operator function.  We are concerned however that the success of what should be a relatively simple exercise to introduce standardised GB-wide Trading Arrangements throughout Scotland, England and Wales will be unduly jeopardised because it is unnecessarily being linked to the delivery of major amendments to the Transmission Access regime.  

NETA is still evolving, as the current level of proposed code modifications will testify (117 at the time of submission of this response).  In parallel there are initiatives that could lead to a significant redesign of the Change of Supplier and Change of Agent arrangements.  To introduce further, as yet to be justified, change to the Transmission Access arrangements in parallel with the expansion of NETA is a high-risk strategy for which industry participants have shown no support.  Ofgem must consider deferral of their ambitions in this area to enable all industry participants to concentrate effort on the delivery of NETA into Scotland as a priority aim.  Recent discussions within the Transmission Access Standing Group and Connection Use of System Panel have shown that Ofgem would benefit from additional time to prepare their business case for amendment to the Transmission Access arrangements.  Once Ofgem have successfully articulated their proposals and the cost benefits of the exercise have been proven, then perhaps the industry may be minded to sign onto such an initiative.

Designing the Legal Framework

Following on from Ofgem’s seminar held on Tuesday 4th February 2003, at which a high level overview of the proposed regulatory framework was presented, we have concerns regarding the potential cost and complexity emerging from the development of discrete codes to support BETTA.  A cost benefit analysis must be undertaken to establish the most efficient route regarding the development of separate GB Codes versus perhaps the creation of a ‘super-code’ containing all, or a majority of the elements required to ensure adherence by Parties to the relevant licence conditions and code objectives.  Such an approach may provide for a less costly, more easily maintained and governed legal framework.

During the development of NETA all involved with the development of the new codes benefited from the opportunity to discuss the proposed legal text in a workshop setting, referred to at the time as ‘Bunker Sessions’.  The intent of the legal text was tested by both the legal experts responsible for its drafting and by participants, who benefited by being given the opportunity to hear and challenge the legal rationale applied to the BSC and CUSC codes.  Ofgem/DTI should take the opportunity provided by the recently announced extension in the implementation timetable to repeat this exercise in respect of BETTA.

Conclusions

As further details of the code(s) emerge we will be happy to continue our input to the consultation process.  We would ask that Ofgem and DTI give serious consideration to postponing any fundamental amendment to the Transmission Access regime during the development and implementation of BETTA.  This high-risk regulatory strategy does not have the support of industry.

Should you require further information regarding this submission please feel free to contact Barbara Vest, Representation Manager, Gaz de France Energy Supply Solutions on 07736 107 020.  Thank you.

Yours sincerely

Barbara Vest

Representation Manager

Gaz de France Energy

Supply Solutions 

APPENDIX 1

Gaz de France Energy Supply Solutions response to specific issues raised within the first Ofgem/DTI consultation on a Balancing and Settlement Code to apply throughout Great Britain

	Paragraph  4.14
	We support proposals that the GB System Operator should have a licence obligation to have in force a GB BSC, based upon the existing England and Wales BSC, with arrangements including provisions for the Shetland Isles

	Paragraph

5.11
	The proposed generic changes appear appropriate at the present time however we look forward to the opportunity of further input as further detail emerges

	Paragraph

5.15
	We do not believe it appropriate for the Transmission Owners to become parties to the BSC in its current format, however this view may change depending on where the proposed new System and Transmission Operator Code will reside (perhaps as part of a ‘super-code’) 

	Paragraph

5.24
	In order to ensure application and interpretation of the obligations and objectives contained within the proposed GB BSC across a ‘level playing field’ it would be advisable to ensure that the governing law is English Law with jurisdiction provided for within the England and Wales courts 

	Paragraph

5.35
	Cost recovery should be based on those mechanisms currently applied within England and Wales reflecting a Trading Parties share of energy volumes traded.

	Paragraph

5.56
	Metering rules, which apply within England and Wales under the BSC, should be expanded to include metering in Scotland.  There currently exist a number of time-limited metering dispensations.  Where deemed appropriate, applications for comparable time-limited dispensations can be submitted to the GB BSC Panel for consideration in order to ensure affected parties are not in breach of their obligations under the code.

	Paragraph

5.61
	The treatment of cascade hydro generation is raised in this section.  Has the possibility of creation of a new category of Trading Unit been investigated for application to this type of generating group? 

	Paragraph

5.85
	This section of the consultation refers to treatment of transmission losses across Scotland, England and Wales.  Since publication of this document DTI have published their consultation on this issue.  We will be submitting our response to this consultation in due course.  For the record we wish to note that we were not supportive of the proposals to amend the rules applied within England and Wales.


