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David Halldearn

BETTA Project

Ofgem

9 Millbank

London

SW1P 3GE

12 February 2003
Dear David,

The Balancing and Settlement Code under BETTA – a Scottish Renewables consultation response

Firstly, many thanks for providing the opportunity to comment on the above document.

Scottish Renewables supports the view that a GB Balancing & Settlement Code (BSC) will be needed if BETTA is to function correctly. Scottish Renewables also supports moves by Ofgem, as part of the BSC review, to reduce charges on Scottish generators currently supplying English-Welsh demand, such that charging for losses is more widely shared. 

However, Scottish Renewables is concerned that the issue of charging for transmission losses be resolved, only to be replaced by zonal charging that penalises generators within Scotland. Ofgem needs to consider that creation of a British market for electricity trading and transmission should have a number of underlying principles, including how to effectively utilise the UK renewable resource effectively, and how to ensure that the UK continues to see a balanced mix of generating types being maintained and developed across the UK. 

Imposition of current arrangements, as developed under NETA, would have the effect of making it harder for Scottish generators to work as part of a UK trading market to supply generating capacity, and to assist UK Government in the achievement of renewable targets. We would therefore seek assurances from Ofgem that proposals for the BSC will not result in imposition of a trading market that in effect penalises generators in Scotland.

In terms of issues raised, Scottish Renewables appreciates that much will depend on the detail published in the 2nd and 3rd related consultations, as well as separate work on transmission losses and zonal signals. We have therefore sought to highlight overarching concerns and to provide pro-active and constructive comments on these key issues raised, in anticipation of the release of further detail. 

Appendix One, enclosed below, includes information on the relevant points raised through the consultation document. I trust that these comments will assist you in taking on board the views of industry, and I look forwards to receiving the next consultation on this topic. If you have any enquiries as a result of the points raised, please do not hesitate to get in touch. 

Yours sincerely,

Maf Smith

Business Manager

APPENDIX ONE: The Balancing and Settlement Code under BETTA – response from Scottish Renewables Forum

Ofgem/DTI consultation on a BSC to apply under BETTA

Shetland Isles

Para 4.7-4.13

Scottish Renewables supports the Ofgem view that the Shetland Isles should be included in GB electricity trading accounts, and that generators, users etc. in Shetland should have the same rights as equivalents in other parts of the UK. 

Cost recovery

Para 5.34-5.35

Regarding cost recovery rules and the extension of outstanding NETA Pool costs to Scottish Parties; Scottish Renewables welcomes the fact that Ofgem are planning to issue separate consultation on this issue, and we will comment at this time. However, while Ofgem note that Scottish Parties should contribute as they have benefited from the development of NETA, the relevant issue is how this fits in to resolution of the Settlement Agreement for Scotland. Scottish Parties must not be expected to contribute to one existing agreement without others sharing outstanding costs of Scottish systems. Moving to a British trading arrangement brings costs and benefits to parties in Scotland and England and Wales. Ofgem must ensure that such costs and benefits are shared equitably. 

Settlement Metering

Para 5.36-5.56

Scottish Renewables support the view of Ofgem that metering systems in England-Wales and Scotland are broadly compatible and as such, existing arrangements in Scotland may be joined with those in England and Wales. Scottish Renewable supports the Ofgem proposals set out in Para 5.56. 

BM Unit representation

Para 5.57-5.61

Scottish Renewables supports the Ofgem proposal that cascade hydro be treated as a single BM Unit. Such treatment will recognise the constraints faced by operators of linked hydro schemes, and the fact that operators seek to work schemes in a joint manner. 

Small generators

Para 5.62-5.65

Connection of small generators in Scotland varies extensively from connection in England-Wales. Ensuring that the BSC can accommodate such differences will be a key issue in making BETTA a success. 

Scottish Renewables would note that while in England-Wales Ofgem states there are no known plans for direct connection of small generators, this is not the case in Scotland. Rapid growth in developments of renewable projects in Scotland, and particular large wind farms, mean that this issue is likely to become one of increasing, rather than diminishing importance in the years ahead. 

Scottish Renewables welcomes the fact the Ofgem recognises the need to issue consultation that focuses on this particular issue. We look forward to an opportunity to comment further, and hope that Ofgem is able to set out how such arrangements can be accommodated and/or adapted under BETTA, such that Scottish based small generators are not penalised by new BSC arrangements. 

Treatment of losses

Para 5.70-5.88

Treatment of losses is an issue of major concern, and one where much depends on the detail to be developed as part of this consultation. 

However, it needs stating that while Scottish Renewables accepts that moving to a GB wide trading market, losses charged on independent generators supplying demand in England and Wales will fall (Ofgem note figures of a reduction from 5.7% to 0.8%), such charge reductions must not be replaced by onerous locational signals being introduced. 

It is paramount that in developing a GB BSC, Ofgem take account of the fact that renewable resources need to be developed at an optimal point, specifically where the resource is located. Scottish Renewables supports development of charging that guides developers to sensible points and that ensures costs are shared between the different users of the system. However, we would not support imposition of charges that will make it difficult for Scotland’s renewable resource to be utilised. Similarly, non-renewable Scottish generators should not be penalised through onerous locational charging, as this will bring instability into the grid at a time when Scotland is seeking to generate an increasing proportion of its supply needs from renewable sources. 

While, a free-market case for zonal charging has been made by Ofgem, Scottish Renewables is of the view that Ofgem also needs to be guided by a number of other concerns, specifically how to balance charging between England-Wales and Scotland, and the need to be supportive of utilisation of renewable resources. 

In Para 5.88 Ofgem note that it is not making any assumptions as to whether provisions will be included at some future time in the BSC to implement locationally varying loss factors. Scottish Renewables welcome this statement. We would hope that Ofgem would consult fully before coming up with any new assumptions about imposition of locational signals as part of BETTA. Locational charging being considered as part of the English-Welsh trading arrangements should not be rolled out into Scotland as part of any future BSC, but instead there should be full consultation and discussion on the merits and costs of such an approach. 

However, Scottish Renewables remains concerned about items raised under Para 5.87, noting that work on locational signals as part of the BSC in England and Wales is going on in apparent isolation to the development of BETTA. If it is Ofgem’s view that such proposals should be integrated into BETTA and the linked BSC, then we would ask for this to be made clear. 
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