Licensing of Offshore Electricity Transmission – 

Offshore Transmission Access meeting
20 June 2007, 15.00-16.30, AEP, Waterloo Place, London

Note of Meeting

This Note has been taken by Ofgem to capture the key points made and to inform further debate. It will concentrate on the issues raised during the discussion. Note that it is not intended to be a definite steer on Ofgem/DTI policy. 

Purpose:  Ofgem and DTI are presently evaluating the arrangements for offshore transmission systems.  This meeting was primarily organised as an information gathering mechanism to inform Ofgem/DTI’s thinking as to whether different access arrangements need to apply to offshore transmission connections.  The meeting also provided an opportunity for relevant parties to raise and discuss particular issues with securing access to the system from an offshore transmission connection in a forum outside the confines of the CUSC panel and TASG discussions.
Section 1 - Introduction

1. Anthony Mungall (AM) made introductions, discussed the Government decision in the licensing of offshore transmission and outlined Ofgem’s initial thoughts as presented in the March scoping document (published 30 March 2007) in the areas of transmission charging, compensation and access. He stated that this discussion would concentrate on the general question of what access can be provided to offshore generators rather than what happens when access cannot be provided and the principle of compensation per se.  This starting point was based on two broad assumptions outlined in the March scoping document:
· the existing onshore charging arrangements should be extended offshore where practicable.  We expect the current GB methodology to be used by NGET as the basis for developing offshore arrangements.
· no compensation from the GBSO will be applicable for connections built to the minimum offshore security standard. 
2. Parties sought clarification from Ofgem on whether “compensation” referred to network (un)availability or system balancing actions.  AM stated the issue of compensation in relation to access generally refers to financial reimbursement to generators with a secure transmission connection when it is unable to export onto the onshore grid.   

3. A number of attendees questioned the applicability of compensation arrangements to offshore “embedded transmission” connections.  AM reaffirmed the existing compensation principles applicable to the onshore distribution networks, i.e. no compensation will be made payable by the GBSO to generators in the event of a loss of access because of constraints on the onshore distribution network.
4. The issue of the boundary points from which offshore access refers to was raised. AM stated that the scope of the offshore transmission system was established by the offshore GB SQSS industry working group to include all transmission assets between the offshore substation platform boundary and the first available node onshore.

5. Concerns were raised around Embedded Transmission connections and the possible discriminatory nature of compensation arrangements.  It was claimed that the offshore generator has no choice over the onshore connection point, whether to the transmission or to a distribution network, and that some connections would not benefit from the same levels of security, access and compensation through no choice of their own. 

AM added that this area of offshore regulatory arrangements will receive further comment in the July policy document.

6. Several developers stated that a user should be able to opt for a higher level of connection security than the “zero redundancy” as dictated by the offshore GBSQSS conclusions.  It was noted that this would need to be accompanied with a cost reflective increase to charges in line with SQSS design variations above baseline.

7. The meeting discussed the current working assumption that the ‘no compensation’ principle would not be used to manage constraints on the onshore transmission system.  In other words, if an offshore generator was feeding into a constrained zone onshore, its bids and offers would be considered equitably with other generators in the management of the constraint.

Section 2 – Views on comparison of offshore regime with onshore
8. AM sought opinion from the group on the differences that exist between onshore and offshore that need to be considered from an access perspective.  As an example, AM noted that a typical “zero redundancy” offshore transmission connection is likely to consist of multiple cables suggesting that a single cable outage may not completely reduce access to zero.  
9. A potential offshore user agreed with the above difference and noted the consequence that if a degree of additional capacity was requested (e.g. an extra cable), and charged back, partial and proportional compensation for loss of access would be expected.

10. One delegate queried why an asset life of 20/25 years has been proposed for subsea cable and not the usual 40 year depreciation period.  National Grid noted that all assets have a different estimated lifetime and that subsea infrastructure would be expected to have a shorter working life than onshore overhead lines. 

11. A number of attendees noted that onshore National Grid have to perform a probabilistic analysis based on TEC.  It was questioned whether a probabilistic approach was more appropriate for system investment to reflect the profile of offshore windfarms.  National Grid noted that this had been raised previously and reiterated that the current assessment, based on capacity levels, will be extended to incorporate offshore generation connections.   National Grid also noted that, generally, the charges produced from this assessment will provide a signal to generators on what infrastructure is deemed cost reflective, thereby allowing generators make an informed decision on their capacity requirements in response.  

12. It was also pointed out that offshore transmission charging arrangements must be able to cope with offshore demand customers in addition to generation.  National Grid agreed. 

13. A number of attendees questioned the strength of the incentive on Offshore Transmission Owners to provide a reliable connection, and in particular to repair faults. One delegate highlighted the potential damaging effect of a loss of access on renewable generators who were reliant on being able to generate almost 100% of the time (because of access to renewable obligation certificates), and that this requirement appeared to be contradicted by the lack of a direct incentive on the Offshore Transmission Owner to provide a reliable connection. AM stated that it is likely that Offshore Transmission Owners will have a regulatory incentive associated with availability of their network and that this area of offshore regulatory arrangements will receive further comment in the Regulatory Regime section of the forthcoming July policy document.

14. Practical difficulties were also cited as a marked difference between onshore and offshore arrangements, where it was claimed that poor weather may prevent repair for some months during winter periods.

Section 3 – Views on applicability of TEC offshore

15. AM sought opinion from the group on whether the level of contractually agreed access (via TEC) onshore is fit for purpose offshore in light of the differences noted above, and questioned whether a firm maximum is preferable or should different levels apply.  
16. Delegates noted that TEC is the only existing and viable product available and there was broad agreement that TEC should be applicable for offshore access.  It was noted that while variations to TEC products have been proposed none had successfully been implemented to date. There was acceptance that TEC should be applicable for offshore access and if other products are also required the industry can propose alternative products through CUSC governance. 
17. One delegate noted that there are currently three TEC-based access products available onshore (TEC, STTEC and LDTEC) reflecting both time and capacity characteristics.  A number of attendees questioned whether there was a need to develop different offshore access products to reflect the possibility of phased connection to the onshore grid.  National Grid noted that the licensed price control approach envisaged for the connection of offshore generation dictates that only investment that is deemed “economic and efficient” will be accepted into a price control by the Authority.  It was generally accepted that generators would apply for TEC based on the maximum installed capacity of that generation project at that time.       

Section 4 – Views on applicability of live CUSC amendments offshore

18. It was pointed out that a different structure may be required for the provision of security for offshore infrastructure as offshore will generally be in new “zones”, with no existing zone available as an appropriate reference point.
Section 5 – Process going forward. 
19. AM outlined the key milestone dates for the regime, including the July 07 publication date of a Policy Statement and a second External Communication Session to be held on Tuesday 17 July at the DTI conference centre in London.    
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� Post meeting note: We would like to reiterate that Ofgem/DTI consider that flexibility to reflect customer choice is a key part of the onshore arrangements.  We consider that offshore arrangements should not unnecessarily limit customer choice options available to offshore generators.
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