OTEG Meeting 4

 2nd August 10.30-14.00, Ofgem, 9 Millbank, London

Meeting minutes
Attendees

John Overton (DTI) - Chair

Neil Birch (npower renewables)
Giles Stevens (Ofgem) – Chair
John Greasley (National Grid)

Katherine Watson (DTI)

Guy Phillips (Eon)
Anthony Mungall (Ofgem)

Peter Jones (BEAMA Power Ltd)

Richard Daniels (DTI)

Aileen McLeod (SSE)

Karron Baker (Ofgem)

Dragana Popovic (ENA)

Phil Baker (DTI) 


Lewis Dale (National Grid)






Colin Taylor (Scottish Power)





Danielle Lane (Centrica)



Chris Veal (Airtricity)






Goran Strbac (SEDG)





Rob Hastings (The Crown Estate)




Apologies

Matt Britton (Eon)

Welcome and introductions

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

2. The chairs introduced new attendees:
· Goran Strbac (SEDG & SQSS sub-group) – presenting a paper on the SQSS work

· Phil Baker (DTI & SQSS sub-group)

· Rob Hastings (The Crown Estate) – attending as an observer

· Guy Phillips (EON) replacing Matt Britton
Follow up from last meeting

3. The agenda and minutes of the last meeting were agreed.
4. The Secretariat ran through the outstanding actions from the 2nd July meeting:
· Action 007 – DTI to discuss with Elexon.

· Action 010 – Carried forward to September 2006 meeting following the TCMF meeting scheduled for 15 August.

· Action 013 – The developer’s paper on adoption had been circulated and would be discussed under agenda item 5. 

· Action 014 – Geographic scope and allocation to be discussed under Agenda Item 4.

· Action 015 / 017 – Dragana Popovic said that discussions with DNOs was ongoing and that a meeting with National Grid will take place on 21 August. It was agreed that the DNOs would report back progress at the September OTEG meeting. 

5. The Chairs reported back from the Project Board meeting of 27th July.

· It was noted that the Project Board were pleased with the progress that has been made so far and thought that the last ‘open’ OTEG meeting had been useful.
Report back from sub-groups

SQSS

6. Goran Strbac (SEDG) presented the latest work of the sub-group. During the discussion the following points were made:

· Four options are currently being considered by the sub-group for the default scope of an offshore transmission system. While outside the scope of the work stream this assessment work has been carried out to develop a common understanding to assist the work of future work streams.  This information is needed to understand the required scope of the offshore security standards.

· There was discussion of the cost-benefit analysis that has been used to analyse the options. It was recognised that future changes in technology and cable costs, for example, could have a significant effect on the cost-benefit analysis. A sensitivity analysis was being used but the range of data inputs currently available could impact on the robustness of the standards.

· A repair time of between 3-6 months was being assumed as opposed to the 3-6 weeks time frame that was used in similar work carried out by KEMA for the Dutch Government.

· Issues surrounding the technical parameters such as onshore components and reactive power compensation need to be evaluated before the design of the SQSS can be decided. It was noted that work on the benefits of reactive power compensation at 132kv and 220kv was being done. 

· The recommendations were being drafted in tandem with the data analysis to ensure that the original target date of the end of August could be met.

Action - Neil Birch to send cost-benefit analysis paper to BWEA for circulation to non-OTEG developers with a request for information to be sent to the SQSS sub-group by 14 August. 

Action – OTEG members (developers, TOs & wires manufacturers) to send information to Goran Strbac / SQSS sub-group for analysis by 14 August 2006.  

Action – SQSS sub-group to report back to September OTEG meeting.

· The issue of the SQSS assumptions / risk log was raised. OTEG felt that such a document was valuable in terms of ensuring that recognition of risks and assumptions was consistent across all sub-groups. However, it was felt that the current SQSS document was sufficient if those involved in sub-groups had regard for it.  

Action – OTEG members to send any comments on the SQSS assumptions / risk log to John Greasley / Anthony Mungall.

Price control

7. Giles Stevens provided an update.
8. The draft terms of reference had been circulated and comments received. 

9. Meetings had been set up for 7 August and 23 August with Colin Green (Ofgem) to chair the first meetings. Scottish Power have agreed to provide the Secretariat for the group. 

10. Scottish Power, SSE, Centrica, Airtricity and Central Networks have volunteered to be involved in the sub-group. 
11. The first meeting will be focused on finalising the terms of reference and defining what the group will initially deliver. 
Action – Colin Green (Ofgem) to attend September OTEG meeting and provide update on progress.

Charging Methodologies 

12. John Greasley gave an update. 

13. The CISG was due to meet on 26th July 2006. However, National Grid cancelled this meeting as work was still underway on developing proposals relating to the Highlands and Islands issues. 
14. The scope of this work has been widened to fully incorporate the Offshore Charging issues and therefore will allow the TCMF to engage in the debate. 
15. This paper will be circulated to OTEG in the w/c 7 August and will be presented to the TCMF meeting on 15th August.
Action  - John Greasley to circulate paper to OTEG members.

Action - John Greasley / Aileen McLeod to report back at the September OTEG meeting.

Consultation Document

16. Giles Stevens gave an overview of the likely consultation document format and process.

17. It is the intention to issue a document in October 2006 focused primarily on the combined geographic scope / allocation of licences issues with an update on other issues. The format will be to have the range of options outlined with an indication of DTI / Ofgem’s preferred option. 
18. Feedback from the open OTEG would be considered before publication of the consultation document. 
19. It is also the intention to have an open workshop, probably in early November, where we can discuss the consultation document with the wider industry – similar to the ones that took place in September 2005 and April 2006. A date has yet to be confirmed.
20. The aim is to signal a preferred option and responses would be considered before the announcement of the regulatory framework in January 2007. 

21. Open letters can be issued to cover other issues if progress on these is being delayed by the main consultation document.  

22. During the discussion the following points were made:

· The key issue for developers is certainty with regard to getting financial close on projects. 

· Adoption is a key issue. SQSS, whilst important, is not a key blocker to developments progressing. 

· The trade offs between the various options should be discussed in the consultation document. 

· DTI / Ofgem pointed out that signalling a preferred option in the consultation document might speed up the process. Industry explained they were waiting on proposals from DTI/Ofgem. It was noted that the 2010 target was still an issue but the regulatory regime would need to be enduring.

· Developers asked whether ‘transitional arrangements’ were an option.  The chairs explained that there would be difficulties with the scope of the Energy Act powers.

Adoption Issues

23. Chris Veal talked through the developer’s group paper on adoption which set out all the issues that developers consider are critical to the projects going forward on time and which they will need guidance on.
24. During the discussion the following points were made:

· DTI / Ofgem recognise the issues and their importance and noted that this paper was helpful in setting out, for the first time, the concerns of developers.

· A common understanding of the issues and where the new regime is going is required if progress is to be made. 

· Both developers and DTI / Ofgem recognised, during the original consultation, that the regulated approach was the right one and that it would take some to develop and implement. 

· It was noted that the paper raised many questions and it was not clear whether all were within the remit of DTI / Ofgem.

· It was clarified that the issue of exemptions was within the remit of the DTI.

· Developers stated that the key issue is that for early Round 2 projects the timescales involved in developing the regulatory regime do not work. 

· DTI / Ofgem want to ensure that an efficient and enduring regime is put in place from the start. A regime that is characterised by exemptions and ‘carve outs’ from the start will create problems in the future. 

· Developers outlined that they were looking for clarification on earlier projects possibly in the form of transitional arrangements, as these are required to maintain investor confidence. If investor confidence does fall it will have implications for later projects.

· It was stated that if transitional arrangements were to be put in place prior to the start of the full regime then that would still require Energy Act powers to be enacted. These powers are time-limited (18 months) and enacting these, with no guarantee that the full regime will be in place within 18 months, risks jeopardising the whole regime as new primary legislation is required to give the Secretary of State the powers for a second time.

· An open letter giving an exemption from the regime was unlikely.

· The definition of a transmission asset and a connection asset were discussed and how they may not be included in the regime. However, it was thought unlikely that generation links would be deemed outside of the regime under current legislation.
· It was stressed an enduring regime would need to be robust.

· DTI / Ofgem need to formalise a response to address the issues raised by the paper.
Action - Other comments from the rest of the developers and third TO would need to be added.  Developer representative to compile comments and send to DTI / Ofgem.

Action – It was noted the paper has only just been received. DTI / Ofgem would need to consider the issues raised before commenting and the paper would go to the Project Board / Senior Advisory Committee. A formal response would be would be reported back to the September OTEG meeting.

Action - DTI / Ofgem noted the offer of a follow-up meeting with the adoption group and said that this would be considered pending the outcome of discussions at the Project Board and SAC meetings.
Legal / Procedural Issues

25. DTI presented the legal paper. It was explained at the last OTEG that questions were raised about a number or procedural / legal issues and the paper set out to clarify these;
· The paper explained which Energy Act provisions are already in place, which will be commenced by this project as well as when & what they do and;
· Whether the designation process through the Energy Act powers to make changes to the codes is exempt from appeals.
26. No questions were raised on the paper.  
Any other business

27. It was noted that the date of the open October meeting has changed to Friday 29th September 10.30 – 14.00 at DTI.
28. The group were asked to email any objections to The Crown Estate attending future meetings when issues relevant to their remit were being discussed.
Action – OTEG members to email any objections to The Crown Estate attending future meetings when issues relevant to their remit were being discussed. 

29. It was also noted that Lewis Wind had expressed an interest in attending the group due the similarities with island connections in Scotland.  However it was decided that the similarities were not clear enough to justify their attendance.
Action  - DTI / Ofgem to respond to Lewis Wind Power.
Date of next meeting 

30.  6th September, Ofgem, 9 Millbank, London. 

