Appendix 2

Standard Condition C27: The Network Options Assessment process and reporting

requirements

Introduction

1. This condition sets out the licensee’s role in assessing options for the development of
the national electricity transmission system (including Offshore Wider Works) and
interconnector capacity. The network options assessment (NOA) process is designed

to facilitate the development of an efficient, co-ordinated and economical system of

electricity transmission and the development of efficient interconnector \capacitj. _~ - | Commented [A1]: The November 2016 consultation

version also included reference to the identification of

options to meet system needs which satisfy requirements for
2. The methodology underpinning the NOA process, along with how this will be a competitive tender. This would appear to remain relevant
given the content of paragraph 16. Has it been removed

approved, is set out in Part A of this condition. The requirements for the publication of from here intentionally?

the annual NOA report are outlined in Part B. The licensee’s obligations regarding the
provision of information underpinning the NOA process are described in Part C. Part D
sets out the role the licensee will play in the early development of options and the
circumstances in which the licensee will be required to do so. Together, all of these

activities make up the NOA process.

3. The licensee must take such steps as are within its power, and it considers may be
necessary to enable the NOA process. In carrying out the NOA process, the licensee

must act in a manner that best ensures transparency and independence.

Part A: The NOA methodology and form of the NOA report

4. The licensee must, not less than once in each financial year (and at such other times
as the Authority may direct), develop proposals for the NOA methodology and the
form of the NOA report in consultation with interested parties. The consultation shall
be of such a form and duration as practicable to reasonably allow all interested

parties to contribute.
5. Following any consultation pursuant to paragraph 4, the licensee must:
(a) by 1 October 2015, or at such other date as directed by the Authority, submit to
the Authority a proposed NOA methodology and proposed form of the initial

NOA report (“the initial NOA report”). The licensee must make reasonable

endeavours to ensure the NOA methodology includes the information set out in
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(b)

paragraph 8. Where this has not been possible, the licensee must explain the

reasons and how it proposes to progress outstanding issues; and

by 1 August of each subsequent financial year, or at such other date as directed
by the Authority submit to the Authority for approval the proposed NOA
methodology and form of the NOA report.

Submissions made under paragraph 5 must include:

@

(b)

©

a detailed explanation of the consultation process undertaken in the
development of the NOA methodology and the form of the NOA report;

a summary of views from interested parties and an explanation of how these
were taken into account in the development of the NOA methodology and the
form of the NOA report; and

copies of any formal responses submitted to the licensee as part of its

consultation process.

The Authority will on receipt of a submission under paragraph 5:

@

(b)

approve the proposed NOA methodology and/or form of the NOA report; or

give a direction to the licensee that the NOA methodology and/or form of the
NOA report requires further development, and the date by which the licensee is
required to submit a revised NOA methodology and/or the form of the NOA
report to the Authority for approval.

The NOA methodology must be designed to facilitate the development of an efficient,

co-ordinated and economical system of electricity transmission, and must include (but

need not be limited to):

@

(b)

the approach used for determining what constitutes Major National Electricity

Transmission System Reinforcements;

the approach (which must be in accordance with paragraph 9) used for

identifying and assessing the-range-of options to meet system needs in
accordance with the development of an efficient, co-ordinated and economical

system of electricity transmission for the purposes of producing the NOA report
in accordance with paragraph 156{a)y)-and-();




(c) €eyhow the licensee will engage with interested parties to share relevant

information and how that information will be used to review and revise the NOA
methodology; and

(d) {Hdetails of the licensee’s proposed timetable for updating and consulting on the

methodology for the NOA reports.

9. The approach included in the methodolo ursuant to paragraph 8(b) must include
(but need not be limited to):

(a) the approach used to assess the technical, economic and environmental impacts

and risks;

(b) the approach used for modelling boundary capacity, offshore transmission

capacity and interconnector capacity along with assumptions and assessment

criteria used; and

(c) the basis for the cost estimate provided for each option.

Part B: The NOA report

910. The licensee must publish an initial NOA report by 31 March 2016 or such other date
as directed by the Authority. The initial NOA report must be based on the NOA
methodology and be in a form approved by the Authority in accordance with
paragraph 7. In producing the initial NOA report, the licensee must make reasonable
endeavours to ensure it includes the information set out in paragraph 156. Where this
has not been possible, the licensee must explain the reasons and how it proposes to

progress any outstanding issues.
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4011. If, following a submission of the NOA methodology and form of the initial NOA report
in accordance with paragraph 5(a), the Authority has not approved or directed further
development of the NOA methodology and/or form of the NOA report in accordance
with paragraph 7 by 1 December 2015, the publication date set out in paragraph 910
will be treated as being amended accordingly. The amendment will equal the number
of days between 1 December 2015 and receipt of the Authority’s approval or

direction.

1112. Following publication of the initial NOA report the licensee must:
(a) review at least once in each financial year the NOA report prepared and
published in the previous financial year and consider any improvements to
better facilitate the development of an efficient, co-ordinated and economical

system of electricity transmission; and

(b) publish an updated NOA report by 31 January or such other date as directed by
the Authority in a form approved by the Authority. This must be based on and
include the latest NOA methodology approved by the Authority pursuant to
paragraph 7.

1213. If, following a submission of the methodology and the form of the NOA report by the
date set out in paragraph 5(b), the Authority has not approved or directed further
development of the NOA methodology and/or form of the report in accordance with
paragraph 7 by 1 October the publication date set out in paragraph 12%(b) will be
treated as amended accordingly. The amendment will equal the number of days

between 1 October and receipt of the Authority’s approval or direction.

1314. The licensee must publish the NOA report on its website in such readily accessible
form and manner that it considers will facilitate the development of an efficient, co-
ordinated and economical system of electricity transmission, and provide a copy of

the NOA report on request, and free of charge, to any person who asks for one.

1415. In complying with the requirements of paragraph 134, the licensee must have due
regard to the need for excluding from the NOA report any information that would or
might seriously and prejudicially affect the commercial interests of the owner of that
information if published or might be expected to be incompatible with any legislation,
rule of law or licence condition. The licensee must provide to the Authority its reasons

for any omission of information from the NOA report.
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4516. Each NOA report (including the initial NOA report) must_be produced using the |atest
vailabl and in accordance with the methodology established pursuant to _~ - | Commented [A2]: Could the combination of ‘must’ and

‘latest’ be an issue if new data is produced shortly before the
publication of the report?

paragraph 8, and must, in respect of the eurrentfinancial year in which the report is
published and each of the nine succeeding financial years:

(a) set out &) the licensee’s best view of the options for Major National Electricity
Transmission System Reinforcements {nclading-any-NerBeveleper-Asseciated

ferunderPart D);—and-additional-intercennectoreapaeity that could meet the
needs identified in the electricity ten year statement (ETYS) and facilitate the

development of an efficient, co-ordinated and economical system of electricity

transmission, [including (but not limited to) an :L _ — -~ | Commented [A3]: What about the “normal” options, i.e.

transmission options proposed by the TO?

(i) options for Non Developer-Associated Offshore Wider Works;

(ii) |options for additional interconnector capacity; _ — — | Commented [A4]: Should not be a requirement to assess

options for interconnections. We indicate optimum levels of
interconnector capacity to different market

(iii) options that do not involve, or involve minimal, construction of new

transmission capacity;

(iv) options based on commercial arrangements with users to provide
transmission services and balancing services;

(v) options that require liaison with a holder of a distribution licence on

distribution system solutions;

(vi) options recommended previously by the licensee to proceed but which
have not been progressed by the transmission licensee to which the
recommendation was given;

(vii) options that cross the boundaries of two or more electricity licensee’s
transmission areas; and

(viii) joptions suggested by Other%LintereStEd ersons. _ — — | Commented [A5]: There is currently no mechanism for

this to happen. It is in the plan for the development of the
NOA but may take some time — does this meet Ofgem
expectations?
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Gi(b) set out, in accordance with paragraph 16, the licensee’s best view of the

relative suitability of each option, (or combination of options), identified-n
aceerdance-with-set out pursuant to paragraph 156(a){)-eri), for facilitating
the development of an efficient, co-ordinated and economical system of
electricity transmission—Fhis-must-be-based-on-thelatest-available-data;—and

fwy(c) set out the licensee’s recommendations on which, if any, of the option{s) set
out pursuant to paragraph 16(a), should be developed further to facilitate the

development of an efficient, co-ordinated and economical system of electricity

transmission;

d set out the licensee’s best view of which, if any, of the options recommended

I n ragraph 1 mpri me or all of which i h

criteria in [name/location of document setting out criteria];

e set out the licensee’s best view of which, if any, connections (or modifications to

Xistin nnections) which arise from lications m for th r| f

standard condition C8 (Requirement to offer terms), comprise assets some or all

f which i he criteria in [name/I ion of men in riteri

B)(f) be consistent with the ETYS;

(g) _where possible align with the Ten Year Network Development Plan as defined in
standard condition C11 (Production of information about the national electricity
transmission system) and, in the event of any material misalignment therewith,

set out an explanation of the difference and any associated implications; and
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Commented [A6]: Modification to an existing connection
may not meet the “new” criteria- this is a change in wording
from previous document which just referred to “options to
enable connections”

Commented [A7]: The name, location and status of the
document setting out the criteria needs to be clearly set out
in the licence such that the licence is able to fulfil its
obligation to assess whether the criteria are met. Need to
clearly understand if the criteria set out in the document can
change and, if so, what is the mechanism for this?




tey(h)have regard to interactions with existing agreements with parties in respect of

developing the national electricity transmission system and changes in system

requirements.

17. The licensee’s best view, set out pursuant to paragraph 16(b), must include (but need
not be limited to) the licensee’s assessment of the impact of different options on the

national electricity transmission system and the licensee’s ability to co-ordinate and

direct the flow of electricity onto and over the national electricity transmission system

in_an efficient, economic and co-ordinated manner.

Part C: Provision of information

1618.Based on the NOA methodology set out in Part A, the licensee must provide eleetricity
transmission licensees and intereennecter-develepers-Interconnector Developers, if

requested to do so, with:

GV

(b)

©

with-information and analysis to support them in their decision-making and
development of options to meet system needs as identified in the ETYS. This
must include information on the potential for coordination between parties
where the licensee’s analysis suggests coordination could facilitate the
development of an efficient, co-ordinated and economical system of electricity
transmission. The licensee must provide this information and analysis in such
form and within such timescales as transmission licensees and intereennector
develepers-Interconnector Developers may reasonably request and which is
necessary to support these parties’ decision making and development of

options;

with-its assessment of the options that a party is considering for Major National
Electricity Transmission System Reinforcements and interconnectors, as well as
its assessment of any alternative options being considered by other parties. The
licensee must provide the assessment in such form and within such timescales
as transmission licensees and interconnecter-developers-Interconnector
Developers may reasonably request and which is necessary to support these

parties’ decision making; and

with-updated information and analysis to support submissions to the Authority

in such form and within such timescales as transmission licensees and

interconnecter-developers-Interconnector Developers may reasonably request
and which is necessary to support these parties’ submissions to the Authority:.
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€H)19.1n complying with the requirements of this-paragraph 18, the licensee must have due

regard to the need to exclude from disclosure any information which would or might

seriously and prejudicially affect the commercial interests of the owner of that

information if disclosed or might be expected to be incompatible with any legislation,

rule of law or licence condition. The licensee must provide to the Authority its reasons

for any non-disclosure of information.

1+720.Based on the NOA methodology set out in Part A, the licensee must if requested
submit to the Authority the information it has provided to parties under paragraph

168 en-the-assessment-of-optionsto-meeta-particularsystem—reguirement. This
neludes-butisretmust include, but need not be limited to, information to support a

needs case for a Strategic Wider Works Output, a Needs Case for Developer-
Associated Offshore Wider Works and any interconnector-develepers-Interconnector
Developers submission to the Authority. The licensee must also submit any additional
information requested by the Authority. The licensee’s submissions must be made in
timescales consistent with related submissions from other parties to the Authority,

and as directed by the Authority.

4821.1In relation to interconnectors, based on the NOA methodology set out in Part A, the

licensee must submit to the Authority, within the timescales directed by the Authority,

information on:

(a) the efficiency of the connection choices made by an-intercennector-developers
Interconnector Developers, based on the licensee’s involvement in assessing
different options, including the costs of any necessary reinforcements required

to connect interconnectors to the national electricity transmission system;
(b) the licensee’s assessment of the impact of new interconnectors on system

operation. This should include costs and benefits relating to provision of security

of supply including ancillary services, constraint management and other
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operational factors, which may accrue to the licensee and to consumers; and

(c) the licensee’s assessment of changes in wholesale prices as a result of
interconnector flows and the impact of these changes on GB consumers,

generators and interconnectors.

4922.The Authority may direct the licensee to submit information to the Authority

additional_to the information provided by the licensee to the Authority pursuant to er
the-assessment-of-options—specifiedn paragraphs 465 3720 and 4821, within such

timeframe as the Authority may require-in-erderte-carry-out-any-ef-itsfunctionsin
. ‘ issions.

Part D: Early development of options

23. The licensee must undertake earl

development |(in accordance with paragraph 24) of

any option which it intends to set out pursuant to paragraph 16(a) where early
development is not carried out by another transmission licensee. Without prejudice to -
the generality of the first sentence of this paragraph, examples of the types of option
for which the licensee may need to undertake early development include those set out

in_paragraphs 16(a)(i) to 16(a)(Vviii).

24. For the purposes of paragraph 23, early development must be undertaken in a

manner which:

@

enables the licensee to adequately compare, in accordance with paragraph
16(b), [;he options that it sets out pursuant to paragraph 16(a); L
(b) is consistent with the NOA methodology set out by the licensee in accordance
with paragraphs 8 and 9; and

is transparent. n

©
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Commented [A8]: Need to be clear that this only refers to
desktop studies, rather than the SO getting involved in work
more suited to a TO, such as physical surveys or consenting.
Especially where options could be proposed by other parties,
it would be onerous for the SO to be obliged to carry out
early development work on any option proposed by any
party.

PR

Commented [A9]: This looks like SO developed options —
is this the case? If not some tighter form of wording is
required.

If it is the SO should reveal the information to the market
and the market responds. The SO should not assess it’s own
unverified options as this presents a conflict.

Commented [A10]: Don't believe it is appropriate for the
SO to have the obligation to undertake early development
for all options listed in paragraph 16 (a).

The SO does not have the capability to reliably cost DNO and
non-network owner infrastructure solutions.

Commented [A11]: What is meant by transparent? This is
not clear from the consultation.




