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Dear David

December  2002 Consultation Paper:   The BSC under BETTA
Fortum Group, owner of Grangemouth CHP Ltd, welcomes the opportunity to respond to this consultation.

Legal Framework

We note that the consultation paper identified that not all suppliers and generators have the same degree of exposure to the existing NETA arrangements in England and Wales.  We would like to underline three concerns in respect of the BETTA project which this position raises for those on the periphery of NETA:

· The legal and practical transition to BETTA is likely to be especially onerous.  The legal transition to BETTA should include a route for those who are not currently parties to the England and Wales BSC and CUSC, either by prior accession to the England and Wales documents, or by joining the new codes at a suitable juncture.

· The fact that the majority of players have greater current involvement in NETA raises the possibility that valid concerns or requirements raised by the remaining players might be overlooked.

· We welcome Ofgem’s proposals for the ramping up of consultation on GB impacts of code modifications in the lead-up to BETTA, but would like to highlight that those who are not party to the BSC and the CUSC do not have the additional direct avenues open to them to influence modifications.

As you will be aware from other representation, the NETA environment has posed considerable problems for CHP Generators, and GCHPL would not wish to have these problems exacerbated by disadvantageous transition arrangements.

Cost Recovery

We note that it is unlikely that there will be any Pool NETA costs remaining to be recovered by the time BETTA goes live.  Should there be any such costs we would argue that they should be recovered according to historic traded volumes amongst NETA parties in a manner which matches the proposed recovery of Scottish 1998 costs set out in paragraphs 5.36 and 5.37 of the December 2002 SAS consultation paper.  We would point out that recovery of Pool NETA costs across all GB participants as proposed in paragraph 5.35 of this BSC consultation paper would be inconsistent with the principles proposed for the Scottish 1998 costs in the concurrent SAS consultation.

Settlement Metering

We support the proposed treatment of existing Settlement Metering in Scotland as being compliant with Section L of a GB BSC.  Further, we agree with the proposal that there should be no change to the BSC requirements on metering systems which have never been used for settlement under the SAS.

Under the current BSC a party with non-compliant metering may apply for a dispensation, but the basis on which a decision on such an application is made is not tightly prescribed.  The volumes of generation on the Scottish system flowing through meters which will be required for settlement under BETTA but which were not required to meet SAS standards is very significant when compared to the volumes of generation covered by SAS settlement meters, so meter accuracy could be an important issue for Scotland.  In the interests of clarity for all parties who might be affected by metering quality, we would propose that the treatment of Scottish applications for dispensation stemming from BETTA (or at least the principles to be applied) should be set out explicitly as part of the BETTA process.    Publication of some form of guidance as to the criteria relevant to the specific cases of non-compliance which may be created by the move to BETTA might streamline the process of applications for dispensations and for consulting and deciding on them.

We would highlight the need for well planned legal and practical transition arrangements which would facilitate the move to BETTA.  Regarding Settlement Metering, arrangements would have to be in place to permit appointment of parties responsible for metering, and for the registration of that metering with the CVA and SVA arrangements.

Interconnectors

We note that the NETA arrangements have permitted interconnector trading over the England – France interconnector and therefore support the proposal to follow that pattern for the GB Grid Code.

Given that the existing Scottish arrangements (Grid Code and other) for the Moyle Interconnector are quite different from the existing Neta arrangements, we would like to highlight the requirement for possibly substantial transition arrangements in this area (covering practical issues as well as just legal transition) in order to ensure uninterrupted trading during the implementation of BETTA.  In order to ensure that transitional issues are settled in a manner which is both workable and non-discriminatory, it would be necessary to make an early start to defining the transition process and to ensure that that process is transparent and provides sufficient time for problems to be identified and resolved.  In particular:

· The existing arrangements permit GB participants to make use of the Moyle interconnector by relying on interconnector agreements held by parties who are linked to the Northern Ireland Interim Settlement Agreement, and those parties have no current requirement to participate in the GB trading and settlement arrangements.  Successful transition to BETTA will necessitate a successful dialogue between Ofgem and parties in Northern Ireland who have no current interest in the GB arrangements but who, on the current proposals, will have an interest after BETTA, to ensure that both the framework under the BSC, Grid Code, CUSC, and the detailed implementation of those provisions, are carried out in a manner which produces a sensible and workable result.

· On the current proposals, parties who trade over the Moyle Interconnector will be dependent on the successful implementation of the roles of Interconnector Administrator and Interconnector Error Administrator in respect of the Moyle Interconnector.  Trading parties will not necessarily have any direct influence over whoever will have those roles under BETTA and therefore some regulatory oversight would be likely to be required to ensure that preparations are made and to minimise the risk of a failure of this part of the market under BETTA.

· The model outlined in the Grid Code Conultation Paper by which interconnector activities would be controlled was for a GB BSC with few specific provisions for interconnector BM units but augmented by more restrictive use of interconnector agreements.  The transition to BETTA would have to be made in light of the fact that GB parties making use of the Moyle interconnector may currently do so without requiring any specific use of interconnector agreement, therefore there would be the need for creation of new contractual interfaces, as well as for the CUSC-related unbundling of the current Scottish Use of System Agreements into their transmission and distribution elements.

Transmission Losses

The consultation paper sought views on the application of the then current E&W treatment of losses on a GB basis.  Since then, BSC modification P82 has been approved contrary to the recommendation of the Modification Group, and the DTI has announced its intention to consult on GB-wide transmission losses.  In this wider context, our main views are as follows:

· The benefits of improved efficiency in operation of the overall transmission system (E&W wide, or GB wide) arising from application of transmission losses on a zonal basis have not been established, as set out in documentation relating to P75, P82 and in various other consultation responses made by interested parties.

· The abrupt introduction of zonal losses will bring about gains or losses for generators and loads which were unanticipated at the time that investment decisions were made in those generators and loads.  Ofgem asserted in its recent decision on P82 that this is not the case, basing its argument on the long-delayed introduction of a zonal transmission loss mechanism.  This argument is not a good one: investment decisions in some plant pre-date the first discussion of zonal transmission losses; and the introduction of such a mechanism was by no means certain until the Authority’s decision on P82 was announced, with continuation of the current arrangements being an equally credible scenario.

We would be happy to expand on our views should that be required.
Yours sincerely

Juha Suomi
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