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Summary

This document presents Ofgem/DTl’s conclusions following its consultation on draft
legal text associated with the initial allocation of GB transmission access rights under the

British Electricity Transmission and Trading Arrangements (“BETTA”).

The document summarises respondents’ comments to that consultation, and presents
Ofgem/DTlI’s response to those comments. It also presents the finalised legal text
marked up against the consultation version, and provides an explanation for substantive
changes. This finalised legal text was published on the Ofgem website on 16 August
2004 as part of Section E of the Standard Licence Conditions for transmission licences

which are proposed to be designated by the Secretary of State.

In summary, Ofgem/DTI remain of the view that the approach consulted on in July
remains appropriate and proportionate, subject to some additional clarification to the
licence drafting. Under this approach, parties who have a signed agreement for
connection with a transmission licensee or apply for a connection prior to or on 1
January 2005 shall receive an offer of terms from the GB system operator comparable to
the offer of terms that would be received under the enduring (i.e. post-BETTA)

arrangement except that:

. the offer shall not be contingent on the completion of network
reinforcement works on circuits relating directly to the Scotland-England
interconnector (or works directly consequential, in the context of the

relevant offer, to such network reinforcement), and

. parties connecting in Scotland shall not receive an offer contingent on
the completion of works in England and Wales, and parties connecting in
England and Wales shall not receive an offer contingent on the

completion of works in Scotland.

In identifying contingent infrastructure for the purposes of preparing offers for parties
that have signed a connection agreement or applied for connection on or before 1
January 2005, the GB system operator shall consider first, and in sequence, parties who
have signed agreements as at 1 September 2004 assuming that all parties who have
signed a local offer shall accept the associated GB offer. It shall then consider applicants
as at 1 September and those that sign agreements after 1 September, ensuring that the
sequence in which parties receive offers does not result in a later applicant receiving an

offer before an earlier applicant.
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1. Rationale

1.1.

1.2.

1.3.

1.4.

BETTA

The objective of the British Electricity Trading and Transmission Arrangements
(BETTA) reforms is to implement new trading and transmission arrangements that
are designed to promote the creation of a single competitive wholesale
electricity trading market and to introduce a single set of arrangements for access

to and use of any transmission system in Great Britain (GB).

The rationale for BETTA was set out initially in an Ofgem consultation paper of
December 2001" (‘the December 2001 consultation’) and reaffirmed in a joint
Ofgem/DTI report of May 2002 (‘the May 2002 report’). DTI has also
published a Regulatory Impact Assessment (RIA) which assessed the likely costs
and benefits of the BETTA reforms. The RIA was published in draft in May 2002
for consultation, and published in final form with the draft Electricity (Trading

and Transmission) Bill (the ‘E(TT) Bill’) in January 2003.

The December 2001 consultation set out Ofgem’s view that it was appropriate
and timely to implement market based wholesale trading arrangements in
Scotland. It was proposed that the most appropriate way of achieving this was
through the creation of GB balancing and settlement arrangements, a common
GB transmission charging regime, common terms throughout GB for connection
to and use of the transmission system, removing the current commercial
arrangements surrounding use of the Scotland-England interconnector assets by
incorporating those assets into the GB transmission system and the creation of a
GB system operator responsible, at a minimum, for balancing the GB

transmission system.

It was also proposed that the basis for consultation on the arrangements to apply
across GB should be the arrangements in place in England and Wales.

Consequently, consultation has been progressed by Ofgem/DTI over the past 2-3

! ‘The Development of British Electricity Trading and Transmission Arrangements (BETTA): A consultation
paper’, Ofgem, December 2001: Ofgem #74/01.

2 ‘The Development of British Electricity Trading and Transmission Arrangements (BETTA): Report on
consultation and next steps’ Ofgem/DTI, May 2002: Ofgem #38/02.



years on, amongst other things, transmission licence conditions to apply under
BETTA and the detail of GB versions of the Connection and Use of System Code
(CUSCQ), Balancing and Settlement Code (BSC) and Grid Code. Details on all of
these consultations can be found on the BETTA publications section of the

Ofgem website’.

Allocation of GB access rights in the transitional

period

1.5.  The enduring (post-BETTA) arrangements setting out how parties seeking
connection to and use of the GB transmission system shall be treated will be
specified in the transmission licence of the GB system operator and in industry
codes pursuant to the licence, e.g. the GB CUSC and GB Grid Code. The
licenses and industry codes do not, however, describe how rights to access the
GB transmission system are to be allocated in the first instance in the transition

to BETTA.

1.6.  Ofgem/DTI therefore considered it appropriate to consult separately on the
policy and associated legal text (in the form of licence conditions to apply to the
GB system operator in the transitional period) in respect of how access rights are
to be allocated by the GB system operator in the first instance®. This document

sets out Ofgem/DTI’s conclusions in respect of that consultation.

1.7. It should be noted that on 16 August 2004, Ofgem/DTI published versions of
licences and industry codes that it anticipated would be designated by the
Secretary of State using the powers available to her under the Energy Act 2004°.
The conclusions of this document are reflected in those published versions of

the licences.

3 www.ofgem.gov.uk/ofgem/work/index.jsp2section = /areasofwork/betta00

4 The initial allocation of GB transmission system access rights under BETTA: A consultation on draft legal
text — Ofgem/DTI, July 2004 #174/04
> www.ofgem.gov.uk
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2. Background

2.1.  This chapter sets out relevant background to the issue of the initial allocation of

GB access rights.
Legal framework for implementing BETTA

2.2.  Chapter 1 of Part 3 of the Energy Act 2004 contains provisions that are designed
to implement BETTA. The BETTA provisions would give the Secretary of State
the ability to implement BETTA principally by:

. making a licensing scheme (pursuant to Schedule 17 of the Energy Act)
in relation to existing transmission licences so that each such licence
takes effect as a licence pursuant to a new prohibition “to participate in
the transmission of electricity”. The scheme will also be used to
incorporate new standard licence conditions and to make amendments

to the existing framework agreements for the BSC and CUSC

. determining new standard licence conditions for transmission licensees,
and
. modifying the standard and special licence conditions of each of

transmission, generation, supply and distribution licences.

2.3.  The legal, technical and operational arrangements to be put in place to
implement BETTA will take full effect at BETTA go-live (“go-live”), which, among
other things, is the first date at which balancing and settlement will be
undertaken on a GB basis, although certain elements of the arrangements will be
implemented before go-live. The go-live date will be determined by the

Secretary of State, and is presently anticipated to be 1 April 2005.
Enduring contractual framework under BETTA

2.4.  One of the key functions of the GB system operator under BETTA will be to
contract with users of the transmission system across GB. It will do so by
establishing and maintaining agreements with existing users of the transmission

systems which will form the GB transmission system under BETTA, and by

GB transmission access rights
Office of Gas and Electricity Markets 5 August 2004



2.5.

2.6.

2.7.

offering terms for connection and use of the GB system to prospective new
users. The manner in which the GB system operator undertakes this task would

be in accordance with, amongst other things, the following documents:
* the system operator’s transmission licence
* the GB CUSC, GB Grid Code and GB BSC, and

. the approved GB charging methodologies for connection and use of

system.

The provisions in these documents would, among other things, result in the
establishment for each generator of a contracted level of Connection Entry
Capacity® (“CEC”) and Transmission Entry Capacity (“TEC”), and an annual use
of system charge commensurate with the relevant TEC and the location of the
generator. This TEC would ordinarily be ‘firm’, i.e. a generator would be
compensated through balancing services contracts with the GB system operator
(e.g. through the Balancing Mechanism) if the contracted capacity could not be

met at any point in time.

New applications for transmission capacity from users of the transmission system
after BETTA go-live would also be handled within the framework established by
the documents listed above. An offer of terms to a new user (or an existing user
seeking increased access) would ordinarily be based on an assessment of what
additional works were required to facilitate the additional export whilst
maintaining a network that complies with relevant standards. To the extent that
this assessment indicated the need for infrastructure reinforcement to
accommodate a new or expanded connection, the user would not generally
have the right to export at TEC until the completion of the associated network

reinforcement.

Whilst these (or indeed any of the) provisions of the CUSC are capable of being
changed via modification proposals, in the absence of change the allocated level

of TEC (i.e. the firm right to export energy onto the transmission system) would

¢ CEC and TEC are defined terms in the existing CUSC. In effect, CEC is an upper limit on the level of
export of a generator, while TEC is the maximum level of export NGC is contracted to accept on its system.
In practice, TEC and CEC are generally equal to each other, although this is not necessarily the case.

GB transmission access rights
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2.8.

2.9.

2.10.

be retained by the generator indefinitely if it continued to meet its others

contractual obligations, such as the obligation to pay transmission charges.

Transitional issues

The key transitional issue is, in effect, how TEC (and CEC) is established in
relation to the GB transmission system in the first instance for existing users of a
transmission system, noting that parties only have rights currently to use a
transmission system which under BETTA will form part of the GB transmission

system.

One possible allocation rule would be to take the level of TEC (or its equivalent)
within existing agreements or offers and translate this to GB TEC on a one-for-
one basis. In the light of recent rapid increases in the rate of new generation
connection applications, particularly in Scotland, Ofgem/DTI concluded that
further analysis and consultation was required before the transitional legal
framework could be designed. The specific concern related to the extent to
which the GB transmission system would not have the physical capacity to
accommodate, on a GB basis, the aggregate amount of local rights, and therefore

the extent to which the cost of constraints borne by consumers could escalate.

Process to date

On 26 January 2004 Ofgem/DTI published a statement on GB transmission
access’. The statement explained that whilst Ofgem/DTI did not anticipate
BETTA per se providing a reason to move away from the ‘first-come, first-served’
framework for considering new applications for transmission capacity on an
enduring (i.e. post-BETTA) basis, further consideration was needed of the
establishment of GB access rights in the first instance. The statement also set out
that, based on information provided by the transmission licensees, Ofgem/DTI
understood there to be sufficient capacity to accommodate all users connected
as at 26 January 2004. The statement explained that anticipated network
constraints could potentially result in new parties seeking connection to the GB

transmission system receiving an offer of connection contingent on the

7 “Statement on access to the GB transmission system”, Ofgem (15/04), January 2004 # 15/04

GB transmission access rights
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2.12.

2.13.

completion of the relevant network reinforcements. The statement also
recognised that the position of parties who had applied for a connection but

were not yet connected needed further consideration.

In an open letter published on 4 May Ofgem/DTI requested that NGC consult on
options for allocating access rights to use the GB transmission system to existing
users of one of the three existing transmission systems in the first instance, and
to submit a report to Ofgem/DTI summarising consultation responses and
assessing (and, where possible, quantifying) the effect of different options, e.g.
on constraint costs, and on the extent to which derogations against planning

standards would be required.

NGC’s consultation was published on 21 May®. The consultation characterised

four broad options:

make a non-discriminatory economic allocation of firm initial GB access rights

consistent with the physical capacity of the network (e.g. using auctions)

allocate firm GB access rights to all parties who apply for them for a period up
to a point when the enduring BETTA transmission access processes (for
assessing connection applications, including how contingent infrastructure is

identified) take over

allocate firm GB access rights to all parties that had existing agreements for
access to either the Scottish or England and Wales networks prior to an
appropriate date (envisaged to be earlier than the point at which the enduring

BETTA transmission access processes take over), and

as immediately above; but with the provision of ‘non-firm’ rights until a point

in time at which the system could accommodate firm rights.

NGC compiled a report summarising respondents’ views on the consultation
document and published the report on its website together with copies of non-

confidential responses’. The consultation revealed that all options highlighted

8 www.nationalgrid.com/uk/indinfo/betta/gb_consultations.html)
® www.nationalgrid.com/uk/indinfo/betta/gh_consultations.html)

GB transmission access rights
Office of Gas and Electricity Markets 8 August 2004



by NGC attracted some support, and that the option which attracted most

support was option Il above.

2.14. NGC’s analytical work to quantify the effects of the different options has been
ongoing, and NGC has provided technical updates to Ofgem/DTl on a
continuing basis. The final report on this analysis was published by NGC on 4
July 2004,

2.15. NGC's technical report addresses the following issues in respect of the four

options identified in the consultation paper:
. the potential transmission constraints that might occur

. the mechanisms that might be used to manage the allocation of access
rights (Transmission Entry Capacity, “TEC”) which is contingent on the

completion of network reinforcements, and

. the mechanisms that might be used to manage non-firm/less firm access

rights.

2.16. The report concludes that constraint volumes could escalate significantly if new
generation projects are granted firm rights prior to the completion of network
reinforcements and if there are no significant other changes in connected
generation. These constraints would be predominately within Scotland and at
the boundary between Scotland and England. The report noted that the extent of
these constraints would depend on the volume and geographical pattern of firm
rights allocated, e.g. constraint volumes would be lower if firm rights were
allocated only to those parties who were connected as at 26 January 2004
compared to approaches which allocated firm GB rights to parties connected, or

applied to be connected, after this date.

1% www.nationalgrid.com/uk/indinfo/betta/pdfs/Technical Report Final_Draft 070704 _nwcomments.pdf

GB transmission access rights
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2.17. On 6 July 2004 Ofgem/DTI published a consultation paper on the transition to a
GB CUSC". Included within that document was a proposed licence condition
that would apply to NGC in the transitional period prior to BETTA go-live in
relation to the process for putting in place offers for connection to and use of the
GB transmission system for existing users and applicants prior to BETTA go-live.
That document referred to the then unresolved issue of the allocation of GB
transmission access rights at BETTA go-live and recognised that the licence
condition proposed for NGC in relation to the putting in place of connection
and use of system agreements prior to BETTA go-live might need to change

when this issue was resolved.
Ofgem/DTI’s proposals

2.18. Ofgem/DTI published its proposals for the initial allocation of GB access rights,
following NGC'’s consultation and its submission of its technical report, on 23

July 2004™. It was proposed that in respect of parties requiring connection:

. for parties who are already connected to a transmission system or who
have accepted an offer of connection but are not yet connected’, and
parties who have submitted a connection application to a transmission

licensee before 1 January 2005", they should receive an offer based on

the transitional arrangements

. when assessing contingent infrastructure requirements, offers made by
the GB system operator pursuant to the transitional arrangements shall
be consistent as far as practicable with offers made under the enduring
GB arrangements (i.e. based on a GB assessment of necessary contingent

local and remote infrastructure), subject to the following:

T “Provisions for the transition to the GB CUSC, the GB Grid Code and GB connection and use of system
agreements under BETTA”, Ofgem (#152/04), July 2004

12 The initial allocation of GB transmission system access rights under BETTA: A consultation on draft legal
text — Ofgem/DTI, July 2004 #174/04

'3 A new connection application in this context also includes requests by existing connected parties to
increase the capacity of their existing agreement.

' i.e. parties who would be entitled to expect under the existing regulatory framework to receive an offer of
connection from a transmission licensee prior to the anticipated BETTA go-live date of 1 April 2004.

GB transmission access rights
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2.19.

2.20.

2.21.

2.22.

. that the offer shall not be contingent on the completion of
network reinforcement works on circuits relating directly to the
Scotland-England interconnector (or works directly consequential

to such network reinforcement), and

. parties connecting in Scotland shall not receive an offer
contingent on the completion of works in England and Wales,
and parties connecting in England and Wales shall not receive an

offer contingent on the completion of works in Scotland.

Ofgem/DTI noted that this approach ensured that parties would receive a GB
offer contingent only on local (i.e. specific to the network in Scotland, or in
England and Wales) considerations, and noted that under this approach it was
expected that all users connected as at 26 January 2004 would get a non-
contingent allocation of GB access rights equivalent to their existing level of

local rights.

Ofgem/DTI also noted that the proposed approach also provided scope for GB
offers to existing connected parties to accommodate within the GB framework
non-standard connection designs. Whilst it is expected that an assessment
against planning standards for existing plant would indicate no network
reinforcement contingencies, it could pick up some local issues associated with
non-standard connection designs or ownership boundaries that might need to be

reflected in some way in the GB offer.

Ofgem/DT]I also proposed that where the network reinforcements identified by
the GB system operator do not differ substantially from the network
reinforcements set out in the prevailing agreement, then this approach would
allow the GB system operator to make a GB offer based on the contingencies

identified in the prevailing agreement.

The approach proposed applies to: (1) all existing transmission users with
commissioned plant; (2) users who have signed agreements but are not yet
connected; and (3) potential users who have applied for connection (or apply for

connection on or before 1 January 2005). Since assessments of required

GB transmission access rights
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2.23.

2.24.

network investment depend on the order in which offers are considered and
accepted, the proposed transitional arrangements also needed to specify how
such a processing order is to be established for the purposes of identifying

contingent network investment.

It was proposed that all parties who have an agreement with a transmission
licensee as at 1 September 2004 will, for the purposes of identifying contingent
network investment, be considered first, i.e. the GB offer will not reflect the
potential effect on the network of any party who does not have an agreement in
place as at 1 September 2004 with a transmission licensee. Within the class of
parties who have existing agreements as at 1 September 2004, to the extent that
the order in which the network infrastructure required to support such users is
considered to have a material effect on the GB offer, offers will be derived in
chronological order based on when the party and the relevant transmission
licensee entered into the existing agreement. In Ofgem/DTI’s view this
approach is more consistent with its understanding of the enduring
arrangements, whereby the contingent network infrastructure set out in an offer
can be dependent, in instances where two or more related offers are being

considered jointly (an ‘interactive offer’), on when an offer is accepted.

For parties who do not have an agreement in place with an existing transmission
licensee as at 1 September 2004 but have applied to an existing transmission
licensee for connection prior to or on 1 January 2005 or have accepted a
connection offer after 1 September and prior to or on 1 January, it was proposed
that GB offers are to be considered, for the purposes of identifying network
reinforcement requirements, in the chronological order in which applications
were made. Absent any accepted offer as at 1 September 2004, Ofgem/DTI
considered that the date of application was the most appropriate parameter to

use to determine the order in which offers should be considered.

GB transmission access rights
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3. Summary of responses and Ofgem/DTI views

3.1.

3.2.

3.3.

3.4.

3.5.

3.6.

This chapter summarises non-confidential responses to the consultation, and sets
out Ofgem/DTl’s views on the issues raised. A total of fifteen non-confidential
responses were submitted. These are available in full on the ‘BETTA

publications’” area of the Ofgem website.

For ease of exposition the comments raised have been grouped under a number

of headings, and are discussed in turn below.

General overview

Respondents’ views

All fifteen respondents expressed views at a high level on the appropriateness or

otherwise of Ofgem/DTI’s proposals.

Two respondents did not support the proposals in broad terms. One respondent
expressed a view that the proposals would result in significant amounts of new
connections in inappropriate parts of the network, and that access rights would
be allocated in full knowledge that the physical capacity will not be available.
The respondent also argued that enabling parties to connect earlier than would
otherwise be the case under the enduring arrangements would dilute locational

signals.

Another respondent argued that the proposals would prompt speculative
applications for connection, and that this could obstruct progress on more
robust, viable schemes. The respondent also expressed a view that measures to
support growth in the amount of renewable generation should be specific and
should not distort the market arrangements, and implied that Ofgem/DTI’s

proposals failed that test.

Thirteen respondents expressed support for the Ofgem/DTI proposals. Two
respondents highlighted the importance of clarification of policy in this area,
given the interaction with commercial decisions relating to investment in new
plant. A further two respondents noted the certainty it provided for existing

generators.

GB transmission access rights
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3.7.

3.8.

3.9.

3.10.

One respondent who supported the proposals in broad terms expressed concern
about the scope of the consultation, and in particular the absence of a
consideration of the position of distribution-connected generators within the
BETTA arrangements. The respondent argued that the implementation of BETTA
would result in changes to rights and charging liabilities for distribution-
connected generators. Another respondent highlighted to need to consider
further the position of distribution-connected generators. Both of these
respondents argued that if limits were to be imposed on the rights of distribution-
connected generators to export as a result of limits on transmission capacity,
then claims on this capacity should be prioritised in a similar manner to the
‘queue mechanism’ proposed by Ofgem/DTI for the initial allocation of

transmission access rights under BETTA.
Ofgem/DTI’s views

Ofgem/DTI welcome the broad support for the proposals set out in the July

consultation paper.

Ofgem/DTI note concerns raised by respondents about the extent to which the
proposals might, in their view, distort competition, and encourage less than
efficient decisions. However, Ofgem/DTI remain of the view, in the light of
respondents views, that the proposals represent a pragmatic and proportionate
approach, given the balance of issues involved and the range of relevant

considerations, which include:

* the access arrangements that parties currently experience (and the

associated property rights)

. the extent to which competition between generators is facilitated

. the potential emergence of transmission constraints and associated costs,
and

. the objectives of BETTA and the scope of the legislative provisions

available to implement BETTA.

It is correct to note that the proposed approach will result in offers of connection

to the GB transmission system which are less dependent on the completion of

GB transmission access rights
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3.12.

transmission network investment than would be the case under the enduring
arrangements. This could mean, relative to the enduring arrangements, that
parties connect to the network and participate in energy markets at an earlier
point in time than would otherwise be the case and, until the relevant network
investment is complete, in the context of more prevalent transmission
constraints. Ofgem/DTI does not, however, accept that this will inevitably lead
to less efficient decisions and outcomes. An increase in the number of
generators participating in the GB market will, other things equal, increase
competition and promote more efficient outcomes. In addition, whilst
constraints might increase in the short term, market-based evidence of the cost of
resolving such constraints in the short term can provide important signals as to
the value of investment at different points in the network in the longer term,

which in turn can promote more efficient transmission investment.

Ofgem/DTI remain of the view that this approach is appropriate given the
objectives of BETTA, i.e. to facilitate the introduction of a single set of GB
transmission and trading arrangements, and do not consider the approach as a
measure to support renewable generation. The arrangements apply to all

generators equally.

In respect of the issues raised relating to the position of distribution-connected
generators, Ofgem/DTl is of the view that the transmission arrangements that are
to apply under BETTA, including how they might impact on distribution-
connected generators, have been subject to full and extensive consultation. In
respect of certain technical matters this process of consultation is still ongoing.
Ofgem/DTI have concluded, subject to the limited area on consultation still
ongoing, that the transmission arrangements proposed are appropriate,
recognising that consultation by NGC on the detail of transmission charging
arrangements is still ongoing. Consideration of the arrangements to be applied
by Distribution Network Operators (“DNOs”) is outside the scope of BETTA.
Whilst reform to the enduring arrangements in respect of distribution-connected
generators is possible under the governance arrangements of the relevant
industry codes and documents after BETTA go-live, since parties to the codes
can at any time propose changes to the codes for consideration, anticipating
such reform in the arrangements to be put in place at go-live would not, in

Ofgem/DTl’s view, be appropriate.

GB transmission access rights
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3.13.

3.14.

3.15.

3.16.

3.17.

3.18.

Detail of Proposed Option

Respondents’ views

Eight respondents provided comments on the detail of Ofgem/DTlI’s policy

proposals.

Five respondents expressed support for the choice of a variant of NGC'’s options
[I/11I (i.e. the allocation of firm GB access rights to applicants prior to a cut-off

date) set out in its earlier consultation. Three of these respondents supported the
choice of applications prior to 1 January 2005 as the cut-off date, and noted that

the choice of a retrospective cut-off date would have been inappropriate.

One respondent, however, stated that an earlier cut-off date should have been
adopted in order to reduce uncertainty as to the future level of transmission
constraints. The respondent noted that there was a point at which the benefits of
enhanced competition consequent to a later cut-off date would be offset by the
potential for generators to seek to take advantage of enduring transmission

constraints in balancing services markets.

One respondent expressed a view that the design and implementation of
auctions, and of non-firm transmission products, were not achievable in the
relevant timescales. However, another respondent argued that a one-off auction

of rights in Scotland could be achievable in the relevant timescales.

Two respondents commented on the position of existing plant under the
arrangements. One respondent agreed with Ofgem’s assumption that the
approach proposed would result in all commissioned plant being offered access
rights equivalent to levels in existing agreements. Another respondent cited a
number of reasons why it was appropriate for parties with agreements in place
prior to 26 January 2004 to get a non-contingent offer equivalent to local access

rights.

Two respondents argued that non-standard connections should, as Ofgem/DTI
proposed, be reflected in GB agreements. One respondent further commented
that this should be extended to non-standard connections contained within offers

that have not yet been accepted, as well as non-standard connections contained

GB transmission access rights
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3.19.

3.20.

3.21.

3.22.

within agreements. One of these respondents stated that this process should not

create additional risk for the generator.

A number of parties noted the potential for the proposals to result in a rush of
applications in advance of the cut off date. One party, as noted above,
expressed concern over the uncertainty this created for future constraint volumes
and costs. Another respondent highlighted the need for appropriate commercial
arrangements (e.g. application fees) to encourage serious and viable projects. A
number of respondents noted potential resource implications for the

transmission licensees in progressing ‘GB applications’.

Three respondents expressed concern about escalating levels of constraint costs.
One respondent noted that such cost would need to be adequately reflected in
NGC'’s future SO incentives scheme. The same respondent noted that potential
constraint volumes of 2-3TWh priced at, in its view, realistic efficient levels of
£25/MWh would give constraint costs across the Scottish border of between
£50m and £75m. Two respondents expressed concern about the lack of clarity
on likely constraint volumes, and one respondent invited Ofgem to refer the
matter back to NGC for further analysis. A number of respondents highlighted
the potential need to review the non-locational nature of Balancing Services Use
of System (“BSU0S”) charging in the light of enduing GB transmission

constraints.
Ofgem/DTI’s views

Ofgem/DTI note respondents’ views. Ofgem/DTI were mindful of the need to
clarify this issue, given its potential commercial significance, and we remain of
the view that the proposed approach represents a pragmatic and proportionate

approach given the range of relevant considerations.

Ofgem/DTI also note the concerns of some of the respondents as to future
constraint volumes and costs associated with the proposed approach.
Ofgem/DTI highlighted this issue as a relevant consideration in its consultation,
and it was highlighted in the NGC consultation and technical report. There is,
as one respondent notes, a balance to be struck between the competitive
benefits of reducing barriers to accessing the transmission system, and the cost to

consumers and potential distortions to energy markets through the creation of
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3.23.

3.24.

3.25.

3.26.

enduring transmission constraints. On the basis of the information available to
Ofgem/DTI, and noting the uncertainty associated with forecasting future
constraint costs and the ability of the enduring arrangements to adapt to new
developments if required, Ofgem/DTI remain of the view that the approach set
out in the July consultation strikes an appropriate balance. Ofgem/DTI consider
that the adoption of an earlier cut-off date would have placed too great an
emphasis on potential short-term constraint costs relative to the other

considerations highlighted above.

Ofgem/DTI remain of the view that alternative allocation mechanisms, such as a
one-off auction of rights in Scotland, would not be deliverable in the relevant
timescales given existing resource commitments by the transmission licensees,

and could create significant additional regulatory risk.

Ofgem/DTI note and agree with the comments made regarding the need to
reflect non-standard connection designs (both those contained in existing
agreements and those contained within existing offers) in GB offers. Additional
drafting has been included in the proposed licence condition for NGC

(paragraphs 5(f) and 6(f)) to reflect this.

In respect of the comments raised concerning future developments in charging
pursuant to changes in the geographic pattern of enduring transmission
constraints, under the BETTA arrangements it is for the GB system operator in
keeping its charging methodologies under constant review, including to ensure
that they meet the relevant objectives, to bring forward change proposals where
it considers them to be appropriate. It would not be appropriate for Ofgem to
express a view as to the merit of a particular proposal in the context of potential
future developments at this stage, given its power to accept or reject charging
methodology change proposals and its statutory requirement to undertake, in

certain circumstances, an impact assessment prior to making any such decision.
Proposed licence drafting

Respondent’s views

A number of respondents provided comments on the detailed licence drafting.

Substantive comments are discussed below.
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3.27.

3.28.

3.29.

3.30.

3.31.

One respondent highlighted the need to clarify the interpretation of the
bracketed term in the phrase “the offer shall not be contingent on completion of
network reinforcement works on circuits relating directly to the Scotland-
England interconnector (or works directly consequential to such network
reinforcement)”. The respondent illustrates the need for clarification by
considering the hypothetical treatment of an applicant in southern Scotland
followed by an applicant in northern England, where there could be an overlap
in the (unconstrained) network contingencies identified. The respondent invited
Ofgem/DTI to clarify whether the contingencies identified, but not included in
the offer to the user in Scotland pertaining to network improvements in northern
England, should also not be included in the offer to the user in northern England.

The respondent highlighted a concern over potential perverse incentives.

Four respondents highlighted concern over an apparent discrepancy in the
timescales for providing offers to existing users in England and Wales, and
existing users in Scotland. All four respondents stated that timescales should be

harmonised.
Ofgem/DTI’s views

In respect of both of these substantive points, Ofgem/DTI has revised the legal

drafting in the light of respondents’ views.

On the point of interpretation, Ofgem/DTI has revised the legal drafting to clarify
that in the transitional period offers shall not be contingent on “the completion
of transmission system works which relate directly to the interconnection (or

works directly consequential, in the context of the relevant offer, to such

transmission system work)”. This additional wording, in the context of the

illustrative example above, highlights that the respondent’s interpretation is not
correct. The offer to the generator in northern England would be contingent on
identified works in northern England, irrespective of the network contingencies
identified (and potentially excluded) from the offer to the generator in southern

Scotland.

Ofgem/DTI recognise, indeed it is explicit in the drafting of the licence
condition, that there will be differences in treatment between generators in

Scotland and generators in England and Wales, and it is possible that in some
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3.32.

3.33.

3.34.

3.35.

3.36.

circumstances the arrangements could be perceived to benefit some parties
relative to others. Ofgem/DTI, however, remain of the view that the approach is

proportionate given its objective, and its transitional nature.

In respect of the comments received as to the timing of the issuing of offers,
Ofgem/DTI has revised the drafting to ensure consistency of treatment between

parties in England and Wales and parties in Scotland.

Future developments in allocating access rights

Respondents’ views

A number of respondents, whilst recognising the immediate need to establish
how access rights were to be allocated in the first instance under BETTA,
commented on potential longer term developments in the allocation of access

rights.

Four respondents highlighted perceived weaknesses in the enduring
arrangements, based around invest-then-connect, and advocated an alternative
approach which would allocate firm rights to all applicants within a fixed period
of time, irrespective of the timing of contingent infrastructure, in return for a
commitment by the connectee to pay use of system charges in respect of the
relevant plant from that date, irrespective of whether the generator was ready to
connect or not. The respondents contended that this would deliver more

efficient outcomes in the longer term.

One respondent noted the possibility of enduring arrangements being reformed
following the implementation of BETTA, but urged Ofgem/DTI not to act
prematurely in pressing through specific reforms as part of BETTA. Another
respondent expressed concern about the statement in the consultation

documents that the initial allocation of GB rights might change over time.
Ofgem/DTI’s views

Ofgem/DTI note the comments raised by respondents as to their views of
perceived deficiencies in the enduring arrangements. These issues are outside

the scope of the BETTA project. The BETTA arrangements do, however, provide
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transparency and inclusive governance arrangements such that potential changes
to the enduring arrangements can be raised and given full consideration. It
would not be appropriate for Ofgem, given its procedural role in deciding upon
change proposals submitted to it, to express a view as to the merit or otherwise
of the alternative proposals for future developments in transmission access

arrangements identified by a number of respondents.
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4. Ofgem/DTI’s conclusions

4.1.

4.2.

4.3.

4.4.

The conclusions of Ofgem/DTl’s consultation on licence obligations in respect of
the initial allocation of GB transmission system access rights were, in terms of
the legal text, published on 16 August as an element of the proposed
transmission licence condition designation text. For completeness a marked up
version of this legal drafting, compared to draft legal text published as part of the
July consultation is included as Appendix 1. Some of the changes identified in
Appendix 1 (specifically any changes other than those made to Schedule 1 or
the inclusion of paragraphs 5(f) and 6(f)) have been made in response to the
Ofgem/DTI consultation on the transition to a GB CUSC and GB connection and
use of system agreements under BETTA". Conclusions on that consultation have
also been published'® which explain these changes to the licence condition.

These conclusions are not repeated here.

In addition to the changes made by Ofgem/DTI in the light of respondents’
comments, as discussed in chapter 3 above, Ofgem has made a number of
changes (including as highlighted by respondents) to clarify the drafting where it

has been identified as appropriate.

There is one particular area of substantive revised drafting where Ofgem/DTI
considers it appropriate to explain its rationale for change in more detail. This
relates to the wording of Schedule 1, and in particular the assumptions to be
made and timescales to be adopted in processing and issuing offers as set out in

the revised wording of paragraph 3 and the addition of paragraphs 4 and 5.

Paragraph 3 requires that the GB system operator shall identify required network
investment for the purposes of preparing offers in the following order. First, for
parties who have an existing connection agreement with a transmission licensee
as at 1 September 2004 (including those who do not yet have commissioned

plant). Second, for all other parties, i.e. those who sign local agreements after 1

'3 Provisions for the transition to the GB CUSC, the GB Grid Code and GB connection and use of system
agreements under BETTA; including associated licence conditions for NGC and for generation, distribution
and supply licensees; changes to the CUSC Framework Agreement; and transitional drafting for the GB
CUSC and GB Grid Code: Ofgem/DTI consultation, July 2004, Ofgem 152/04

1® The CUSC under BETTA: Ofgem/DTI conclusions and proposed designation text, August 2004

GB transmission access rights
Office of Gas and Electricity Markets 22 August 2004



4.5.

4.6.

4.7.

September 2004 and those who submit an application prior to or on 1 January
2005 but are yet to sign a connection agreement with a transmission licensee.
Within the first category, the GB system operator shall identify transmission
system works relevant to each offer in the order in which existing agreements
were signed (or, if that is not known, using the date at which plant was

commissioned).

Paragraph 4 clarifies the generation and demand backgrounds the GB system
operator is to assume in identifying relevant transmission system works for the
purposes of preparing a GB offer. Essentially, the GB system operator is to
assume that all parties who have an agreement as at 1 September 2004 also sign
their associated GB agreements in the order in which they originally accepted
their existing agreements. It states that for all those who have an agreement as at
1 September 2004, in preparing an individual party’s GB offer, an assumption to
be made is that any existing users who precede that party have accepted their
GB offers. To illustrate, the transmission system works for an applicant who
signed its local agreement on 1 August will be derived assuming that all parties
who signed agreements before 1 August also sign their GB agreement (and,
conversely, that the decisions of parties who signed local agreements after that

date will not be relevant).

Paragraph 4 also establishes the background to be assumed for the second
category, i.e. parties who do not have a signed local agreement as at 1
September 2004. The only assumption to be made is that parties who have
signed agreements as at 1 September sign their associated GB offers.
Importantly, no assumption is made about parties who might be in a position to
sign GB agreements after that date. In practical terms, this means that GB offers
to parties who do not have a signed agreement as at 1 September have the
potential to be ‘interactive’, i.e. transmission system works identified in the offer
to applicant A might be contingent on whether other applicants sign their
agreements. These arrangements mirror the enduring arrangements, with the
difference between the transitional arrangements being the scope of the

transmission system works that are permitted to be included in the GB offer.

The need for the provisions of paragraph 5 is a consequence of the possibility of

interactive GB offers in the transitional period. If offers are interactive, then the
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date by which parties receive their offers (and are therefore in a position to sign
the offer) could have a material effect on the transmission system works included
in the offer. Paragraph 5 establishes that in issuing offers the GB system operator
shall ensure that if party A applies before party B, then party B shall not receive
their offer before party A. Ofgem/DTI considers that this most closely mirrors
the way in which such arrangements operate on an enduring basis and considers
that this is necessary to ensure equitable treatment of applicants in the

transitional period.
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Appendix 1 Designation text

TRANSMISSION SYSTEM ACCESS RIGHTS'"Condition C18. Requirement

to offer terms for connection or use of the GB transmission system during the
transition ];eriod2
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TRANSITIONAL LICENCE - CONDITION EQR NGC??

1. The principal objectives of this condition are to ensure that, to the extent

possible, the licensee shall, in accordance with the requirements of this

condition:

(a)

(b)

have agreements governing connection to or use of the GB
transmission system with all existing users by the BETTA go-live date;

and

make offers for connection to or use of the GB transmission system to
all applicants in accordance with the timescales specified in paragraph

7 below,

each such agreement and offer, as appropriate, to take account of and be

consistent with:

(@)

(i)

the licensee’s obligations under this condition'=**_including the

licensee’s obligations under Schedule 1 to this condition; 34

subject to (i), those obligations which it is, at the relevant time, known
(or reasonably anticipated) are to be imposed on the licensee by this
licence on and from the BETTA go-live date and which would, had the
agreement been entered into or the offer been made after the BETTA

go-live date, have applied to that agreement or offer, as appropriate;

35 36
and™,

2. Without prejudice to its obligations under —F>*condition B13 (BETTA
implementation)*, the licensee shall take such steps and do such things as are
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necessary or requisite and as are within its power to secure the achievement of

the principal objectives described in paragraph 1 above™'.

The licensee shall, in the manner provided for in Section 12 of the CUSC
(save that, in the event of any conflict between the provisions of Section 12 of
the CUSC and the provisions of this condition, the provisions of this condition

shall prevail) and unless otherwise directed by the Authority:

(a) offer to enter into agreements to connect to or use the GB transmission
system with all existing Scottish users, which agreements shall comply

and be consistent with the provisions of this condition;

(b) offer to amend such of the *existing agreements between it and
existing other users for connection to or use of the licensee’s
transmission system such*as are necessary to ensure® that all of*°
those agreements will, with effect from the BETTA go-live date,
become agreements for connection to or use of the GB transmission
system and will otherwise be modified such that those agreements

comply and are consistent with the provisions of this condition; and

(c) subject to paragraph 8 below, offer to enter into agreements to connect
to or use the GB transmission system with all applicants, which
agreements shall comply and be consistent with the provisions of this

condition.

To enable the licensee to comply with paragraph 3 above, the licensee shall,
unless otherwise directed by the Authority and, in the case of applicants,

subject to paragraph 8 below, offer to enter into:

(a) the CUSC Framework Agreement (where the relevant person is not

already a party to such agreement); and
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(b) to the extent appropriate, such other agreements as are provided for in

the CUSC,
with each existing Seettish-""user and each applicant.

5. Each offer which the licensee makes to an existing Scottish user or an existing

Scottish applicant pursuant to paragraph 3 above shall:

(a) reflect” any associated TO offer which relates to that offer and™, to
the extent appropriate, ° the TOs-input-to-the-offers-which-the-licensee
is-to-medeeprrsnantto-this-condition]=—""Section I Information; **

(b) take account of and be consistent with the licensee’s obligations under

this conditionf"5 55 including the licensee’s obligations under Schedule

1 to this condition; 37

(6”c®)in the case of each existing Scottish user, reflect a Connection Entry
Capacity and Transmission Entry Capacity which are, to the extent
practicable, equal to that existing Scottish user’s equivalent rights
under the relevant existing ®'agreement between it and a Scottish

licensee;

(662g63)subject to sub-paragraphs (b), (c):** and (°°°°), take account of and be
consistent with those obligations which it is, at the relevant time,
known (or reasonably anticipated) are to be imposed on the licensee by
this licence on and from the BETTA go-live date and which would,
had the offer been made after the BETTA go-live date, have applied to
that offer;
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(#7¢®) where that offer is for connection, and to the extent aggrogriate(’g,
make detailed provision regarding the connection charges to be paid to
the licensee, such charges:

(1) to be presented in such a way as to be referable to the GB
connection charging methodology (or, in respect of any offer
made prior to 1 February 2005 or such later date as the
Authority may direct for these purposes, the licensee’s best

estimate thereof) or any revision thereof;

(11) where the licensee has, in accordance with sub-paragraph (e)(i)
above, relied upon an estimate of the GB connection charging
methodology, to be updated, as necessary, so as to be referable
to the GB connection charging methodology as soon as
reasonably practicable after it is available; 70

iii) _"'to be set in conformity with the requirements of {72paragraph
8 of standard condition C6 (Connection charging methodology)
and (where relevant) paragraph 4}°"; and”

(Gi)—"°f) __ save where the Authority otherwise directs, reflect the division
of ownership of Plant and Apparatus provided for in:"’

i the relevant existing agreement between a Scottish licensee and

that existing Scottish user; or’®

il any offer made or to be made by a Scottish licensee to that

existing Scottish applicant, and 79

(g) contain *’such further terms as are or may be appropriate for the
purpose of the agreement, taking account, in the case of existing

Scottish users, of any rights afforded to and any restrictions imposed
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upon the relevant person pursuant to any existing f*'agreement for

82connection agfeemenﬂ—83 or P*use of system&g%eememgs , as

appropriate]*®.*’ to the extent that the same have been notified to the

licensee and the licensee is able fand-willins}**to continue to offer
such rights or impose such restrictions;-as-appropriate-* and there are
no grounds upon which the licensee may reasonably object to such
rights or restrictions being reflected in the offer being made by it to the
relevant existing Scottish user (or in any subsequent agreement). %0

Each offer which the licensee makes to an existing other user or an existing

other applicant pursuant to paragraph 3 above shall:

() ot e i o
p%%ée%km—eendéﬁen#mreﬂect any associated TO offer which

relates to that offer; 93

(b) take account of and be consistent with the licensee’s obligations under

this condition®*:*%(e}take account of and be-consistent-with’’,
including its obligations under’® Schedule 1;—99 to this condition; '

(@'%'c'? in the case of each existing other user, reflect the Connection
Entry Capacity and Transmission Entry Capacity which apply under
the relevant existing agreement between that existing other user and

the licensee;

(e'%d'™ subject to sub-paragraphs (b), (c);105 and (¢'°°f'%"), take account
of and be consistent with those obligations which it is, at the relevant
time, known (or reasonably anticipated) are to be imposed on the

licensee by this licence on and from the BETTA go-live date and
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which would, had the offer been made after the BETTA go-live date,
have applied to that offer; and

(#%e 109) where that offer is for connection, and to the extent appropriate,
make detailed provision regarding the connection charges to be paid to

the licensee, such charges:

(1) to be presented in such a way as to be referable to the GB
connection charging methodology (or, in respect of any offer
made prior to 1 February 2005 or such later date as the
Authority may direct for these purposes, the licensee’s best

estimate thereof) or any revision thereof;

(i1))  where the licensee has, in accordance with sub-paragraph (f)(i)
above, relied upon an estimate of the GB connection charging
methodology, to be updated, as necessary, so as to be referable
to the GB connection charging methodology as soon as
reasonably practicable after it is available: 1o

1ii "to be set in conformity with the requirements of

F'"paragraph 8 of standard condition C6 (Connection charging

methodology) and (where relevant) paragraph 43''*; *114:116

Gi—"1""f) _ save where the Authority otherwise directs, reflect the division
of ownership of Plant and Apparatus provided for in:''®

(1) the relevant existing agreement between the licensee and that

existing other user; or'"”’

(i1) any offer made or to be made by the licensee to that existing
other applicant; and 120
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() contain '*'such further terms as are or may be appropriate for the

purpose of the agreement, taking account, in the case of existing other
users, of any rights afforded to and any restrictions imposed upon the

relevant person pursuant to any existing f'““agreement for
126

Bconnection agreement]'*or {'*use of system-agreement' %, as
appropriate}'?’,'*® and to the extent that the licensee is able fand

[ 12 . . . ..
witling]-'*to continue to offer such rights or impose such restrictions;
- 130

as-appropriate— ~ _and there are no grounds upon which the licensee
may reasonably object to such rights or restrictions being reflected in
the offer being made by it to the relevant existing other user (or in any
agreement between it and that relevant user).131

specilicd i paragraph 3 of Schedule 1 the 32T:he13 3 licensee shall make an

offer in accordance with paragraph 3 above:

(a) to-each-*(1) _to the extent required to comply with paragraph 3, to

each '*’existing other *‘user ; and"’

(i) to each existing Scottish user whose details have been provided

to the licensee in accordance with Section I of the STC, '3

as soon as reasonably practicable after the date upon which this
condition takes effect in the licensee’s licence and, in any event, by 1
February 2005 or such later date as the Authority may direct for these

purposes;

(b) to each existing other applicant as soon as reasonably practicable and
in any event (except where the Authority consents to a longer period)

within;

(1) 3 months of the later of (aa) the-first-day-ofthe transition
period'*’] January 2005'*

which the licensee is in receipt of an application from that

and (bb) the earliest date upon

existing other applicant for connection to the licensee’s

transmission system containing all such information as the
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licensee may reasonably require for the purpose of formulating

the terms of its offer; or

(i1) 28 days of the later of (aa) the-first day-of the-transition

peried'*' ] January 2005'

which the licensee is in receipt of an application from that

and (bb) the earliest date upon

existing other applicant for use of the licensee’s transmission
system containing all such information as the licensee may
reasonably require for the purpose of formulating the terms of

its offer;

(©) to each existing Scottish applicant as soon as reasonably practicable
and in any event (except where the Authority consents to a longer

period) within:

@) 3 months of the later of (aa) f'**1 January 2005}'** and (bb) the
earliest date upon which the licensee is in receipt of a

notification from a Scottish transmissien ' *licensee in

accordance with standard-eondition {1 *°condition D15

(Obligations relating to the preparation of TO offers during the

transition period)'*® that that Scottish-transmissien'* licensee
has received an application for connection containing all such
information as that Scottish transmissien " licensee reasonably
requires for the purpose of formulating the terms of its offer to

that existing Scottish applicant; or

(i1) 28 days of the later of (aa) 3 January 20053"*% and (bb) the
earliest date upon which the licensee is in receipt of a

notification from a Scottish transmissien-">licensee in
accordance with standard-eondition 1 "**condition D15
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(Obligations relating to the preparation of TO offers during the
transition Qeriodgls % that that Scottish-transmissien'”’ licensee

has received an application for use of system containing all
such information as that Scottish-transmissien' ° licensee
reasonably requires for the purpose of formulating the terms of

its offer to that existing Scottish applicant.

8. The licensee shall not be obliged pursuant to this condition to offer to enter or

to enter into any agreement with any applicant if:

(a)

(b)

(©)

(d)

to do so would be likely to involve the licensee:
(1) in breach of its duties under section 9 of the Act;

(i1) in breach of any regulations made under section 29 of the Act
or of any other enactment relating to safety or standards

applicable in respect of the transmission business;
(ii1))  in breach of the Grid Code; or
(iv)  in breach of the conditions; or

the person to whom the offer is being made does not undertake to be
bound insofar as applicable by the terms of the Grid Code or the CUSC

from time to time in force; or

in the case of offers for use of system, the person to whom the offer is
being or is to be made ceases to be an authorised electricity operator;

or

anothertransmission > a Scottish'® licensee has notified the licensee

that under {eeﬁd—i—ﬁeﬂf}mgaragrap_h 5 of condition D15 (Obligations
relating to the preparation of TO offers during the transition Qeriodl162

it is not obliged to offer to enter or to enter into any agreement in

response to the application or notification, as appropriate.

0. Each offer made by the licensee to:
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(a) an existing Scottish user or an existing other user pursuant to
paragraph 3 above shall be open for acceptance for a minimum period
of one month_(or such longer period as the Authority may direct for
these purposes)'® from the date that it is received by that existing

Scottish user or existing other user, as appropriate; and

(b) an applicant pursuant to paragraph 3 above shall be open for

acceptance for a minimum period of three months.

10. If the licensee and any applicant or existing user fail to agree upon the terms
of an agreement based upon an offer made pursuant to this condition, the
Authority may, pursuant to section 7(3)(c) of the Act and on application of the

licensee, an applicant or an existing user, settle any terms in dispute in such

manner as appears to the Authority to be reasonable.

11. If an application is made to the Authority as provided at paragraph 10 above,

the licensee shall:'®’

(a) notify the Authority of: '*®

(1) any associated TO offer which relates to the agreement which

is the subject of that application; 169

(i1) any Section I Information which relates to the agreement which

is the subject of that application; 170

iil any transmission licensee (other than a transmission licensee

who has made a TO offer or who is affected by the Section |
Information notified to the Authority in accordance with sub-

paragraph 11(a)(ii)) which the licensee knows or reasonably
considers is or may be an affected transmission licensee for the
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purposes of the agreement which is the subject of that
application or any associated TO offer; 17

(b) notify each transmission licensee who has made an associated TO offer

or who is affected by the Section I Information notified to the
Authority in accordance with sub-paragraph 11(a)(ii) and any other
transmission licensee which the licensee knows or reasonably
considers is or may be an affected transmission licensee for the
purposes of the agreement which is the subject of that application or
any associated TO offer, of such application; and 172

(c) request that the Authority exercise its powers under section 7(3)(c) of

the Act to:'">

i settle the terms of each associated TO offer which is affected

by the Authority’s determination made pursuant to paragraph
10 above or this paragraph 11(c); 174

(i1)  determine any changes to be made to Section I Information
(including any addition to be made thereto) as a consequence of
the Authority’s determination made pursuant to paragraph 10
above or this paragraph 11(c); and'”

(iii)  determine whether any TO offer (other than those TO offers (if
any) which the licensee shall have notified to the Authority in
accordance with paragraph 11(a) above) is required in
connection with the Authority’s determination made pursuant
to paragraph 10 above or this paragraph 11(c). 176

12. Insofar as an applicant or an existing user wishes to proceed on the basis of an

agreement as settled by the Authority pursuant to paragraph 10 above, the

licensee shall forthwith enter into '”’an agreement or amend an existing

agreement, as appropriate, on the basis so settled.!”®

13. "If the licensee has failed by 1 March 2005 (or such later date as the

Authority may direct for these purposes) to enter into an agreement with an
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.. . . 180 . o 181 -
existing Scottish user who is also &~ an electricity = licensee, or to agree
changes to an existing agreement for connection to or use of system with an
existing other user who is also a'%%an electricit;g183 licensee, then, without

prejudice to either party’s right to refer the matters in dispute to the Authority
184,185

for determination as provided at paragraph 10 above, the licensee shall;-

(a) 186where no such reference has been made, apply to the Authority to
settle any terms in dispute and the Authority shall be entitled to settle
such terms in such manner as appears to the Authority to be

187,188
reasonable:'"’;

(b) notify the Authority of: '*

i any associated TO offer which relates to the agreement which
94

is the subject of that application; !

il any Section | Information which relates to the agreement which
95

is the subject of that application; !

1ii any transmission licensee (other than a transmission licensee

who has made a TO offer or who is affected by the Section I
Information notified to the Authority in accordance with sub-
paragraph 13(b)(ii)) which the licensee knows or reasonably
considers is or may be an affected transmission licensee for the
purposes of the agreement which is the subject of that
application or any associated TO offer; 196

(c) notify each transmission licensee who has made an associated TO offer
or who is affected by the Section I Information notified to the
Authority in accordance with sub-paragraph 13(b)(ii) and any other
transmission licensee which the licensee knows or reasonably
considers is or may be an affected transmission licensee for the
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purposes of the agreement which is the subject of that application or

any associated TO offer, of such application; and 197

(d) request that the Authority exercise its powers under section 7(3)(c) of
the Act to:'*®

(1) settle the terms of each associated TO offer which is affected
by the Authority’s determination made pursuant to this

paragraph 13; and'”’

(i1) determine any changes to be made to the Section I Information
(including any addition to be made thereto) as a consequence of
the Authority’s determination made pursuant to this paragraph

13; and*®

(ii1) _ determine whether any TO offer (other than those TO offers (if
any) which the licensee shall have notified to the Authority in
accordance with paragraph 13(b) above) is required in
connection with the Authority’s determination made pursuant
to this paragraph 13. 201

14. Where the terms of an agreement are settled by the Authority pursuant to

paragraph 13 above, the licensee shall forthwith enter into an agreement or
amend an existing agreement, as appropriate, on the basis so settled. 202

15. 2B Where the terms of an agreement **which are to be settled by the Authority

pursuant to paragraph 42213 above have not been settled by the date
which falls two weeks prior to the BETTA go-live date, the licensee shall
forthwith enter into an agreement, or amend an existing agreement, on the
basis of the terms of the licensee’s offer to the relevant ether”" electricity™”
licensee pending settlement of the terms of that agreement by the Authority.
The Authority’s determination of the terms of any such agreement may, where
and to the extent appropriate, take account of and make appropriate

adjustments to reflect the difference between the terms of that agreement as

settled and the terms of that agreement which applied during the period from
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the “?BETTA go-live date to the date upon which the agreement as settled

takes effect.

16. In this condition:*"°

"Aggaratus"z 1

"agglicant"2 13

3

‘Connection Entry Capacity

"existing agreement"217

"existing other agglicant"219
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has the meaning given to it in the
CuSC.*?

means either an existing other
applicant or an existing Scottish
agglicant.2 14

has the meaning given to it in the
cusc.?'

means an agreement between the

licensee or a Scottish licensee and an

existing user.!®

means in respect of each application,

either: 2%

(a) any authorised electricity

operator in the case of an

application for use of system;

221
or

b any person in the case of an

application for connection, 222

who has made or who at any time
during the transition period makes an
application requesting an offer for
connection to or use of the licensee’s
transmission system but who has not,
as at 1 January 2005, accepted any
such offer provided that an
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"existing other user"?**

"existing Scottish agglicant"226
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authorised electricity operator or a
person, as appropriate, shall not (or
no longer) constitute, for the
purposes of the relevant application,
an existing other applicant where the
period within which the relevant
offer needs to be accepted has
expired and that offer has not been

accepted. 223

means in respect of each agreement,
a person who, as at 1 January 2005,
has an agreement with (or has
accepted an offer from) the licensee
for connection to or use of the
licensee’s transmission system
provided that any person who has an
agreement with the licensee relating
to connection to the licensee’s
transmission system of the
interconnection shall not, in respect
of that agreement, constitute an
existing other user for the purposes

of this condition,?*

means in respect of each application,

either: 2%’

(a) any authorised electricity

operator in the case of an

application for use of system;

22
or 8

b any person in the case of an
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"existing Scottish user"?!

"existing user"?*
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application for connection, 229

who has made or who at any time
during the transition period makes an
application requesting an offer for
connection to or use of a Scottish
licensee’s transmission system but
who has not, as at 1 January 2005,
accepted any such offer provided that
an authorised electricity operator or a
person, as appropriate, shall not (or
other applicant where the period

within which the relevant offer needs

to be accepted has expired and the

offer has not been accep_ted.23 0

means in respect of each agreement,
a person who, as at 1 January 2005,
has an agreement with (or has
accepted an offer from) a Scottish

licensee for connection to or use of a
Scottish licensee’s transmission
system provided that any person who
has an agreement with a Scottish
licensee relating to connection to that
Scottish licensee’s transmission
system of the interconnection shall
not, in respect of that agreement,
constitute an existing Scottish user
for the purposes of this condition.”*

means an existing Scottish user or an
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"Plant"?*

"relevant time"%’

"Section I Information"**’

"Site Sp_eciﬁcation"241

3

"transmission licensee"**

'transmission system works
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‘Transmission Entry Cagacity;”243

1247

46

existing other user.?*

has the meaning given to it in the
Cusc.?*

for the purposes of this condition
means the time at which the licensee
makes an offer as required by

paragraph 3 of this condition,?*®

means any information which is

contained or to be contained in the

Site Specification. 240

means the "Transitional Connection

Site Specification" (as defined in the

STC).**

has the meaning given to it in the
cusc.*

means the licensee or any Scottish

: .24
licensee, as appropriate. 6

means those works which are

required to be undertaken on the GB
transmission system to ensure that
the GB transmission system meets
the standards prescribed by standard
condition C17 (Transmission system
security standard and quality of
service) and standard condition D3
(Transmission system security
standard and quality of service )24
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*SCHEDULE {1}*°1. TO CONDITION 18 (REQUIREMENT TO OFFER
TERMS FOR ECTI R USE OF THE GB TRANSMISISON

SYSTEM DURING THE TRANSITION PERIOD)*'

GB TRANSMISSION SYSTEM ACCESS RIGHTS?

1. Offers made by the licensee pursuant to paragraph 3 of firsert-appropriate
erossreferenceto-the-transitional-connections-condition]™ this condition C18
(Requirement to offer terms for connection or use of the GB transmission
system during the transition period)** shall comply and be consistent with the

requirements of this Schedule.

2. Each offer which the licensee makes in accordance with paragraph 3 of Finsert

to:>>this condition C18 (Requirement to offer terms for connection or use of
the GB transmission system during the transition period) to:>>

(a) an existing user; or

(b) an existing> applicant who has, on or before 1 January 2005,
submitted a complete application (which, for the purposes of this
Schedule 1 shall mean an application which contains the information
which the transmission licensee to whom it is submitted reasonably
requires for the purposes of preparing an offer for connection or use of
that licensee’s transmission system) for connection or use of system,

shall:

(1) not be contingent on the completion of transmission system
reinforeement > works on circuits which relate {259directly}260
to the interconnection (or works directly consequential, in the

context of the relevant offer,”' to such transmission system

reinforeement’®” works);

(i)  in the case of an existing Scottish user or an existing Scottish
applicant who has submitted a complete application for

connection or use of system to a Scottish licensee on or before
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1 January 2005, not be contingent on the completion of

transmission system works in England and Wales;

(ii1))  in the case of an existing other user or an existing other
applicant who has submitted a complete application for
connection or use of system to the licensee on or before 1
January 2005, not be contingent on the completion of

transmission system works in Scotland.

3 The li hall & 1 Fid L 263 1 .
2646 . 265 hiel ] hoffer 2 which i

267 269

In preparing the offers which the licensee ***makes or is to make |
accordance with ee&d&ﬂma—fﬁw%appﬁ%ﬁ&te—a@ss—ﬁefé}%ee—te—éh—e

20this condition C18 (Requirement to offer terms for connection or use of the

GB transmission system during the transition period) the licensee shall

(subject to paragraph 2 of this Schedule 1) identif‘y_271 the transmission system

273

*works?” which are relevant to each offer ?’*in the following order:

(a) first, and subject to (b), to*”*for’’® each_offer which is made or to be

made to a*”’ person who is, as at 1 September 2004, an existing user;

(b) t0?*for”” each existing user who falls within (a) above, in the order in
which each such existing user accepted the offer for connection or use
of system which led to its existing agreement, starting with the existing
user who accepted its offer earliest, provided that, where it is not
reasonably practicable for the licensee to determine the date upon
which an offer was accepted by a particular existing user, the relevant
date for these purposes shall be the date upon which that relevant
existing user’s plant’*’Plant™' or apparatus

commissioned; and

282Agagaratus283 was

(c) then, to”**for*® each e%hep%stmgﬁsepe%rsmqg—appheaﬂ%m—the
lor i which ] i | 1
submits-a’*®offer which is made or to be made to each existing user
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who does not fall within the scope of paragraph 3(a) and to each
applicant. 287

4. In identifying transmission system works for the purposes of preparing the

offers which the licensee makes or is to make to:?*®

(a) existing users who fall within the scope of paragraph 3(a) of this
Schedule 1, the licensee shall assume that each existing user who
precedes, in the order identified in paragraph 3(b) of this Schedule, the
existing user whose offer it is preparing, has accepted the offer which

the licensee makes or is to make to it in accordance with this condition

C18 (Requirement to offer terms for connection or use of the GB

transmission system during the transition period). 289

b existing users and applicants who fall within the scope of paragraph

3(c) of this Schedule 1, the licensee shall assume that each existing
user who falls within the scope of paragraph 3(a) of this Schedule 1
has accepted the offer which the licensee makes or is to make to that
existing user in accordance with this condition C18 (Requirement to
offer terms for connection or use of the GB transmission system during
the transition period). 290

3. Without prejudice to paragraph 7 of this condition (Requirement to offer terms
for connection or use of the GB transmission system during the transition
period), the licensee shall use best endeavours to ensure that each existing user

an ‘earlier existing user’) and each applicant (an ‘earlier applicant’) who falls
within the scope of paragraph 3(c) of this Schedule 1 does not receive its offer
from the licensee, made in accordance with this condition 18 ((Requirement to
offer terms for connection or use of the GB transmission system during the
transition period) later than the date upon which another existing user or
applicant who also falls within the scope of paragraph 3(c) of this Schedule 1
receives its offer where that other existing user or applicant, as appropriate,
submitted or submits its complete application to the licensee or a Scottish
licensee, as appropriate, later than the date upon which the earlier existing
user or earlier applicant, as appropriate, submitted or submits its**' complete
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application to the licensee or a Scottish licensee, as appropriate;-starting-with
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