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Dear Giles,

We welcome the opportunity to respond to the matters raised in this scoping document.  This response reflects the views of RWE npower, the UK based business of RWE Trading GmbH and RWE npower renewables.
Following confirmation that a “non-exclusive” approach to offshore licensing will be adopted, this second scoping document sets out key areas of regime design, together with a framework for the work that is needed to implement the arrangements.  We remain to be convinced about the suitability of a non-exclusive approach for the enduring regime and believe that it introduces significant risk for offshore developers. They will have a limited role in the overall tender process and have little influence over the appointment of the offshore TO (OFTO) and the technical solution being proposed.  

The scoping document itself sets out high level principles, but provides little clarity as to how the regime will work in practice.  At this stage, our main concern is on the proposals for the “Interim Arrangements”.   The scoping document sets out a series of proposed pre-conditions for adoption of assets developed ahead of the new regime.   In our view, these are unlikely to be met by developers currently in the process of commencing the application process.  As a consequence, developers could be discouraged from starting any work (e.g. pre-construction design, consents, procurement, etc) between now and the date at which the new arrangements will apply on the basis that this expenditure may not be recoverable. There is also the risk that any works carried out offshore may not meet the adoption criteria and will be stranded.  This uncertainty could delay projects, yet the whole purpose of the interim arrangements is to provide a level of comfort to developers.  We therefore believe that changes to the pre-conditions or an alternative approach needs to be found to deal with projects in development that are not as advanced as implied by the current proposed adoption rules. 

Ofgem is intending to use industry work streams to develop the work set out in the scoping document.  We have two concerns:  

1. It is not clear whether the work streams are already in place and how we can participate.  We will be contacting Ofgem/DTI separately on this matter.  
2. A number of the proposed workstreams are interrelated, for instance charging, access and compensation arrangements will be influenced by the technical rules and it is not clear how the work will be coordinated and reviewed at a working, industry level.  The proposed external communications sessions are unlikely to provide a suitable opportunity to consider these issues in sufficient detail.  Given the time scales, we support the idea of end-to-end testing of the proposed regime processes at an early stage to highlight any specific areas that may require further development.  
We hope these views are helpful and would be happy to discuss them further.

Yours sincerely,

By email so unsigned

Charles Ruffell

Economic Regulation 
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