OTEG Meeting 2

1st June 10.30-14.00, DTI Conference Centre

Meeting minutes
Attendees

John Overton (DTI) - Chair

Ham Hamza (npower renewables)
Giles Stevens (Ofgem) – Chair
John Greasley (National Grid)

Richard Daniels (DTI)

Richard Ford (BWEA)

Katherine Watson (DTI)

Peter Jones (BEAMA Power Ltd)

Graham Knowles (Ofgem)

Aileen McLeod (SSE)

Karron Baker (Ofgem)

Dragana Popovic (ENA)






Peter Roper (Scottish Power)

Apologies



Danielle Lane (Centrica)

Paul Neilsen (National Grid)

Robert Longden

Colin Taylor (Scottish Power)
Matt Britton (Eon)
Alison Cole  (Centrica)


Chris Veal (Airtricity)

Neil Birch (npower renewables)

Discussion

Welcome and introductions

1. The Chairs welcomed the group and thanked all for attending. 

2. National Grid agreed to clarify OTEG representation in light of Paul Neilson’s departure.
Follow up from last meeting

3. The agenda and minutes of the last meeting were agreed.
4. The Chairs reported that the outstanding actions from the 4th May meeting had been completed.
· BEAMA Power Ltd had responded to the Scoping Document.

· Members roles were clarified and a timetable of meetings agreed.

· Ofgem are producing a new version of the terms of reference taking on board comments at OTEG including management structure diagram and role of members – hope to have this shortly.

· Agenda was circulated a week before this meeting.

· Minutes of last meeting are available on the web.  

· The framework for assessment of options paper is being incorporated into OTEG’s terms of reference rather than being a stand-alone document to allow focus on options to discuss later.

· Andy Stevenson has agreed to chair SQSS sub-group and first meeting takes place on 9 June at National grid’s offices in Warwick. Invitations have been sent.

· John Greasely agreed to give an update on Grid Codes under item 3 of the agenda.

· It was agreed Geographic areas would be covered in item 5 of the agenda.
5. The Chairs reported back from the Project Board meeting of 5th May.

· It was noted that the project board were pleased with the progress that has been made so far.
· The Project Board has agreed the project management structure. It was re-iterated that OTEG was just one part of the overall stakeholder engagement process alongside consultations, workshops, open letters etc. 
· The Project Board had agreed to expand membership of OTEG to include more developers and OTEG includes developers from each of the Round 2 zones. A proposal to make each 3rd OTEG meeting open was agreed.  It was outlined how industry would have input into the work streams and that the smaller OTEG meetings would manage ideas that feed into public groups.  It was recognised that the open workshops would increase input of ideas.
· Ofgem will issue an open letter in the next few weeks covering responses to the scoping document, the timetable and the position on adoption.
6. DTI have issued a minded to statement on the extension of the GBSO offshore on 29 May 2006. 
Action - OTEG members are encouraged to submit views on this.
Sub-groups

SQSS

7. Andy Stevenson (National Grid) has agreed to chair the sub-group. Andy Hiorns will be the NG onshore representative on the group. The first meeting will be held on 9th June at National Grid offices in Warwick. 

8. Invitations (SO, TOs and developers with connection offers) have been invited to join the group. Draft terms of reference for comment have been circulated.

Action – Secretariat to circulate SQSS terms of reference and OTEG members to send comments via email to Anthony Mungall (Ofgem).

9. It was also stated that there was a need to finalise membership / terms of reference / working methods / meeting dates / a target date for completion of the work. 
Action – SQSS sub-group / Anthony Mungall 

10. It was suggested that membership of this group should be by invitation given the technical knowledge required. It was suggested that equipment suppliers should be invited to join the group to ensure that solutions being proposed to technical issues are possible.  
Action - Peter Jones from BEAMA Power Ltd to email Andy Hiorns (National Grid) before the 9th June with a request to join SQSS subgroup.

11. There was a suggestion that the implications of SQSS on charging should be raised at an early stage in the sub-group’s discussions. However, there was a concern that those on the sub-group were not experts on charging and that their remit should not be over-widened and that their focus should remain on the technical issues relating to SQSS. 

12. It was suggested that a quick decision on the SQSS was the priority for the sub-group. 

13. OTEG agreed that the issue of charging should be on the agenda at the first SQSS meeting as there should be an awareness of the wider implications that their recommendations will have for charging. The issues could then be reported back to OTEG who could then make a recommendation on a way forward. 

Action  - Secretariat to add charging to the agenda of the first SQSS meeting.

Action - SQSS subgroup members to consider interactions with charging and report back to OTEG.
Action - Aileen McDonald to prepare a paper to OTEG on why charging subgroup is needed by July OTEG.

Grid Codes

14. The sub-group had not been set up yet as much of its work will be driven by work from the SQSS sub-group. National Grid outlined interaction with BSC and CUSC and suggested that a charging subgroup maybe needed to consider changes to the codes. National Grid have undertaken some preliminary work on possible changes and will share this with OTEG. 

15. Each code has its own mechanism / governance and these can be used as fora in which changes relating to offshore codes can be discussed. However, as stated previously a clear idea of what changes would be needed is required before this can happen. It was agreed that this would be helpful for generators. Once finalised the broad changes and the processes for undertaking these would be considered by the Project Board.   

Action - National Grid to present preliminary work on changes to codes, the mechanism for considering changes and possible timetable to July OTEG.  

Action - Peter Jones from BEAMA Power Ltd expressed an interest in joining the Grid Codes subgroup.

Action - Secretariat to circulate BWEA Econnect study on Grid codes to OTEG members.  

Action - Ofgem to discuss Elexon joining Grid codes sub-group.
Price Control

16. There was a view that there were two elements to a possible sub-group;

a. High level – covering issues such as the scope of a price control; the assets that fall within it; duration – whether or not a temporary price control should be set up; and the broad level of any price control.

b. Detailed – what a price control allows and the variations that fall out of decisions impacting on it such as allocation processes, adoption, charging and interactions with other transmission price control reviews. It is envisaged that any such work will only be undertaken once the work of the SQSS sub-group is complete.  

17. It was suggested that the complexity of the issues argued for a sub-group to be set up sooner rather than later, if only to look at the high-level principles. There is a limit to what can be done prior to work on SQSS being completed but it would be of value if there were a group up to speed once decisions from the SQSS started to be made.

18. It was suggested that TOs, equipment suppliers and generators should be involved.

19. It was suggested that there would be a lot of interest from academics, consultants and economists in any price control sub-group. 

Action - DTI / Ofgem to draft terms of reference for comment by OTEG. 

Action - Secretariat to present to the Project Board for comment prior to presentation on process at next OTEG meeting.

Project Management

Timetable

20. A draft timetable outlining the high-level milestones and major activities was discussed. 

21. Developers stated that certainty was what they were looking for and that technical standards to allow them to proceed to build with a degree of certainty that solutions would be adopted remained a key issue. 

22. It was stated that DTI / Ofgem were well aware of industry concerns but that there were processes that had to be gone through in implementing a regulatory regime. Work on SQSS has been prioritised and it was hoped that DTI / Ofgem would be in a position to issue a ‘minded to statement’ on SQSS which should include details of the technical standards by the end of 2006. However, it was important to note that developers could not have complete certainty on these issues as it was not possible to include in licences until the Energy Act powers are commenced. 

23. OTEG members noted the timetable needs more clarification on offshore standards and that any slippage should be avoided.
Action – OTEG noted importance of progress on SQSS to the overall project timetable. 

Action - SQSS sub-group to map out a timetable as soon as possible that will enable a decision to be reached within agreed timescale. 
Action - DTI / Ofgem feedback comments on timetable to Project Board for approval in time for presentation at the July OTEG meeting.

Action – Secretariat to add agenda item ‘Update on process of Price Control subgroup’ to July OTEG agenda.
Geographic Scope / Allocation Method

24. Centrica presented ideas from a R2 developer’s perspective under the BWEA.  Each of the possible options outlined in the scoping paper was analysed according to a number of criteria: 

· Speed with which it can be built

· Complexity of TO / TO interface

· Degree of competition it allows

· Time for offer

· Complexity

· Economies of scale

· Developer involvement

25. They explained that in developing their thoughts no weighting was attached to any of the criteria and an X indicated that the option was complicated.

26. The model enabled the advantanges and disadvantages of each option to be roughly outlined:

· The point to point process would be slower and maybe more complicated in terms of developing an enduring regime. However, it would have benefits in terms of TO competition. 

· Extension of licences offshore brings no competition but maybe easier and quicker to implement.

· A multiple TO approach has the advantage of increasing competition and will allow learning from predecessors.

· Point-to-point would be the least favourable option with little difference between either of the other 3 options.

27. It was pointed out that competition is obliged in the licences so this may not be so much of a concern in the allocation methods.

28. The ethic of a TO of last resort was queried as was the experience of potential TOs if a developer was chosen.

29. SSE’s experience with onshore interfaces was noted in regard to potential TO’s.

30. It was suggested that the issues facing the model should be prioritised so discussion on possible solutions is not held back.  More information was needed.

Action:  Richard Ford (BWEA) to explain and expand in a presentation the BWEA Offshore Working group’s Matrix on possible options for geographic scope and allocation at the next OTEG meeting on 3rd July.
31. Scottish Power presented their ideas on the issues. They indicated a preference for ‘zoning’ options as they believed it would be optimal for technical solutions and environmentally. It was noted that zones should consider the proximity to onshore/offshore infrastructure.

32. The advantages were that the zones would create a degree of comparison between projects.  Also it may facilitate early allocation with set zones and help understand the fundamentals. 

33. The disadvantages of the ‘zoning’ option were that if allocation was settled on a bidding process this may not be timely due to time needed for research.  In addition the limits of the zones would need clarification.
Action - Peter Roper (Scottish Power) to circulate a copy of their suggestions for options to OTEG members.
34. SSE stressed the importance of the need to develop an enduring regime and the impact it could have on the generation mix. It was stated that regulation through RPI-X should not be understated and pointed out that the regulatory framework needs to be swift.

Action - Scottish Power, National Grid, BWEA and SSE to present their views at July OTEG.  BEAMA Power Ltd to consider presenting their views.

Action - DTI/Ofgem to report back on ideas raised at OTEG to Project Board.

Action – Secretariat to send copies of all presentations with minutes.

Action - DTI/Ofgem needs to identify alignment in responses to geographic areas/allocations options and circulate to OTEG members.
Adoption Issues

35. Richard Ford presented developers views. It was suggested that adoption is more of an issue for early R2 projects rather than later ones and that those developers want assurance that their assets will be adopted to prevent delays in construction brought about by delays in financial / contract approval whilst the new regime is being developed. It was suggested that costs for design work could be adopted with other costs adopted at a later stage. It was stated that equity needed to be provided for developers. However, technical standards were needed first to avoid stranded and non-durable assets.

36. The BWEA R2 developers suggested that a process involving an ‘Independent Assessor’ who would consider contracts to build transmission assets taking into account standards etc should be set up. The assessor would make a ruling on whether transmission assets, once built, should then be adopted into the new regime by the TO. The Assessor would review the assets once built and any changes deemed unsuitable would not be adopted. This would require buy-in from both TOs and developers.

37. It was explained that this was just one possible answer to the issue of adoption and that there were a number of issues which required fleshing out. 

38. A number of questions were raised.

· Who would appoint the assessor and what skills would he require?

· Validity of environmental assessments.

· What assets would the assessor consider? Would this include issues such as O&M and if so installation as well as design would have to be included.

· SQSS looks at the broad rules and does not consider specifications of equipment that varies between developers which may cause conflict between developers and TOs.  

· There were concerns over design efficiency i.e. whether or not to use a hub approach.

39. It was agreed that further work to develop the proposal was required. 

Action - Danielle Lane (Centrica) to produce a paper from a R2 developer / BWEA perspective by 7th June on whether an adoption sub-group should be established.   

Action - Project Board meeting of 14 June to consider proposal.
Approach & agenda for July open workshop

40. The agenda for July was outlined adding the presentation from industry on adoption and geographical area/allocation plus the update on price control process.

41. The format of the meeting was questioned and it was suggested that the format of previous work shops could be followed.  Expressions of interest were needed for attendance.

Action - DTI / Ofgem to re-draft July OTEG agenda and circulate to OTEG. 
Action - Agenda to be put on web site with background as to scope, purpose and criteria for attendance - Secretariat.
Any other business

42. All OTEG deputies to be kept on circulation list – Secretariat.
43. Peter Jones asked that BEAMA be referred to as BEAMA Power Ltd.
Date of next meeting 

44.  3rd July, Open Workshop, DTI Conference Centre, London. 
