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December 2008 User Seminar Q&A
Chris Newitt: Optimisation

Q1. I understood that all of the 450MW being advanced is in Scotland? Do you have equivalent numbers for England & Wales?
We don’t have an equivalent number. A number of projects in England and Wales are talking to us about advancement. At present these are bring progressed on a case by case basis as the situations for each project tend to be specific to that location or region. In total, the MW size of projects seeking connection advancement is much higher in England and Wales than the approximately 2GW we currently have in Scotland.

Q2. Of the 450MW how much is being advanced by Queue Management and how much by Interim Connect and Manage? Presumably a proportion of the MW’s can be advanced within a compliant system?
Approximately 120MW will be offered a non-firm connection date, through the use of Interim Connect and Manage. Although the remainder of the 450MW is subject to Ofgem confirmation on treatment of these against the existing B6 derogation.

Q3. You mentioned that some of the MW’s being advanced are built projects. Can you say which projects?
No.  For reasons of confidentiality the new connection date will only come into the public domain once the advancement is firm and the agreement with the respective User is signed.

Q4. Cowl Peninsula-are there issues in this area or could they receive firm access?
According to Scottish Hydro-Electric Transmission (SHETL) there are issues in this area due to weak transmission network in the area.
Chris Sambridge: Queue Management Methodology

Q1. Is National Grid’s carbon methodology following that of Ofgems?
We are following DEFRAs standard approach to costing carbon, as also set out in the CUSC standing group on Carbon costing.  It will use the shadow price of carbon and we will be discussing the methodology and proposed approach with Ofgem to ensure it lines up with their assessment where possible so that we only do the work once throughout the process.

Q2. The requirement to consent local major works-is this taken into account when assessing who can move forward? Would there be preference to projects that didn’t rely on consenting local works?
Clearly, the extent of local works will have a bearing on the actual connection date which is offered but no preference is being given on the basis of transmission consents. However, the date given to move forward is reliant on consents for any required local and wider works being obtained.

Put the other way, all projects that are equally ready, willing and able to connect early will be treated equally.

Q3. What are the other techniques that National Grid is implementing to lower costs and help projects move forward?
One option is to limit output under certain defined and limited circumstances using contractual clauses. The Transmission Owners and ourselves are also investigating the use of intertrips as an option to reduce constraint costs.

Q4. Projects exhausted on the TEC Register-when will CAP150 take effect?
National Grid is primarily looking for voluntary reductions. Clauses to enable the rights to use CAP150 are being inserted into existing Construction Agreements. Projects will then be contracted soon after in early 2009.
Q5. Does National Grid charge to use CAP150?
Yes, in line with GB Queue Management Methodology Issue 3. The charges reflect the cost of producing a Modification Application.

GB Queue Management Methodology Issue 3: National Grid: GB Agreements
Q6. Is the cost benefit analysis for advancement part of the Modification Application (ModApp)?
Yes because where needed it forms part of the derogation that the offer is conditional upon.

Q7. Has the rate of Quarterly Reporting improved?
No, not at present. We hope that by sending clear signals that advancement is available this will encourage other projects to come forward.  As we said at the start of the day, our aim is to set out a clear framework that facilitates advancement for all projects ready, willing and able to do so.  We’d appreciate your comments and suggestions on what we’re presenting today and additional things we can do to make it work better for you.

Q8. If National Grid is not receiving the reports, how are you moving people forward?

We hope that by showing good progress on projects that do ask, others will then come forward.

Q9. I am assuming you need a derogation for the non-firm connections above Beauly Denny and that this is subject to a cost benefit analysis. Is that right?
Yes, but by offsetting constraint costs against Carbon benefit using the cost benefit analysis is only part of the answer. In addition we need to demonstrate to Ofgem that we are efficiently minimising the future cost and risk of costs of constraints by implementing User choice options such as inter-trips or contractual clauses to limit output under certain defined and limited circumstances.

Q10. I think you said you need a confirmation from Ofgem that the derogation on the Cheviot boundary still holds for the firm offers south of Beauly Denny? Is this also subject to a cost benefit analysis?
Ofgem has confirmed that the derogation for the Cheviot Boundary remains applicable until certain reinforcements have been completed by October 2011. However, Ofgem has concerns on the level of constraint costs and needs to be assured these are being effectively managed.

Ofgem are still assessing whether advancing projects can be covered by the existing derogation. These projects can be considered to be filling gaps created by other projects that have been delayed or cancelled, however Ofgem have understandable concerns regarding the level of constraint costs in Scotland and it is for this reason that they are considering whether advancing further projects can be covered by the existing derogation.  If projects aren’t covered then we will need to look at intertrips and other mechanisms for all projects advancing in Scotland. We’re keen to avoid this if we can and are working with Ofgem to see what solutions we can put in place.

Q11. The cost of Modification Application (ModApp)-how are these justified?
The Modification Application fee is cost reflective of the work under taken to produce the modification and these fees are frequently reviewed.

We are discussing with Ofgem about the use of ModApp fees for voluntary TEC reductions where no works have been committed. However as outlined above, charges will be applied where projects have had their agreements modified through CAP150 process. 
Q12. Why are there differential rates for Modification Applications in Scotland?

In the example of an application in SHETL’s area, three parties, the GBSO and potentially two Scottish Transmission Owners undertake work in making the offer and the offer could have investment impacts across all three TOs.  That is why the costs are slightly different for each area.  We also keep these charges under continual review.

Q13. Would works still be required under these non-firm connections?

Yes, the required reinforcements will continue so that the connection will become firm when the reinforcements are completed.
Q14. What is the logic behind Interim Connect & Manage, with additional cost of constraints and cost of infrastructure?

Interim Connect & Manage is a mechanism that allows us to get projects on early and derive an environmental benefit, i.e. Carbon reduction, of early connection of renewable generation where this benefit outweighs the costs of managing the constraint costs that result from connection ahead of completion of all reinforcements.

Q15. How would Interim Connect & Manage (ICM) measures relate to auctions? (In relation to Transmission Access Reform)

We’re working closely with the team developing TAR proposals but the precise details will need to be developed when we understand what reforms are to be adopted under TAR. 

Q16. Why are we asking people to transfer to Interim Generic User Commitment Methodology if they are advanced?

IGUM places tighter measures on any further movement or slippage of the connection dates to ensure that developers entering into contracts to advance their connection date are confident that they can deliver to schedule and will really utilise the capacity being made available to them ahead of others.

Q17. Can a Modification Application be referred to Ofgem? 

Yes.
Q18. Are there liabilities if you do not sign the Modification Application?

Liabilities will not change from the previous Agreement if the Agreement to Vary is not signed.
Andy Ford: Provision of Security and Final Sums
Q1. What is National Grid’s view of Interim Generic User Commitment Methodology (IGUCM) going forward?

Although CAP131 has been rejected by Ofgem, National Grid have written to Ofgem to seek comfort that the associated liabilities will continue to be underpinned until an enduring alternative can be introduced. We now have confirmation from Ofgem and we will continue to offer IGUCM.

Q2. What notice will projects get for higher Security Sums (if they are being advanced)?
Advanced projects will be required to sign onto the IGUCM, and a secured amount statement will be issued along with the Mod Offer and both will need to be signed and confirmed by the end of the three month signature window. In addition to this 3 month period, IGUCM security amounts can be calculated ahead of time using the generic formulas detailed in the methodology.

Q3. Do we differentiate between European and worldwide Parent Company Guarantees (PCG’s)? 

No but for all non-UK PCG’s we will also seek an independent legal opinion to confirm that the guarantee is enforceable.

Q4. If Deeds of amendments to foreign Parent Company Guarantees will not be accepted going forward, won’t this put additional cost on the user to obtain a legal opinion each time a new PCG is required?

Currently both a new foreign PCG and deed of amendment to a foreign PCG would require sufficient legal opinion to satisfy NGET that the guarantee is enforceable. The costs are therefore the same under either process.

Graham Stein: Offshore Transmission
Q1. Why does National Grid bother with the offshore tender process?

The proposed offshore transmission regime has been developed via a series of consultations. As part of this, National Grid’s role as GBSO will extend offshore.  As a result of this, our obligations will extend offshore, and therefore National Grid has a key role to play in the implementation of the regime.

Q2. Will the tender process be reviewed during round two or three of the process?

Tender process rules themselves are flexible enough to allow this part of the process to develop
Q3. What is the visibility for users throughout the tender process? Do users need to be involved?
Ofgem are developing this process. Further information is available on the Ofgem website; 

Offshore transmission tenders
Q4. Who will own the offshore transformer?
It is likely that the default arrangement is that Transmission Owner assets will extend to the LV busbars on the offshore platform, but this is still being discussed.
Q5. Could there be a ten year statement in place of Seven Year?
Although this is a License Condition, we will consider the suggestion.
Q6. Will National Grid look at all factors and options and offer these to the developer?
The offer will be based on the most economic and efficient option identified from the information available at the time

Q7. If a developer currently has an offer would this be reviewed under transition arrangements?
It may need reviewing but National Grid would not envisage changing this offer unless there is an obvious requirement to review it. We will be contacting all affected parties shortly.
Q8. Comfort on confidentiality in the System Operator/Transmission owner process?
The System Operator-Transmission Owner Code (STC) provides for this. Please comment on the published drafting if you feel it doesn’t.

National Grid: Codes
Q9. Proformas for BCA’s-when will these be available?
These are available in the latest OFGEM/DECC consultation.

Publications
Q10.Technical appendices and Intertrips etc. How do these work after transition?
We are considering all of the transitional sites on a case by case basis and will be discussing issues bilaterally with the affected parties.

Q11. Regarding Charging consultation on Offshore Transmission Owners. Locational charging for offshore substation assets has changed from last year where substation costs were socialised to where they are no longer socialised. Why is this?
National Grid have been asked to look at this again because the offshore substations are only very limited in terms of sharing. Our charging consultation explains the background to this.
Alan Michie: Scottish Power

Q1. Does the environmental study for south west Scotland cover the wind farms?
Yes it does. The environmental statement will include the main transmission infrastructure (from Colyton to Meiklehilll to Glenglas) and also assets directly associated with wind farms in south west Scotland.

Q2. Are we just covering Transmission Investment Renewable Generation works or does it cover works required by new connections?
As above, it is a mix. South West Scotland includes TIRG works (Coylton to Meiklehill), new collector infrastructure (Meiklehill to Glenglas), and assets directly associated with wind farms in south west Scotland.  

Q3. There is a weak 33Kv line in the middle of the network, any plans to reinforce this?
Certain parts of Scottish Power (SP) Distribution’s 33kV networks have been upgraded such as, for example, the 33kV Borders network. There is potential to connect on to SP Distribution’s 33kV networks but this will depend on location.  Interested parties should discuss potential connection sites directly with SP Distribution.
Alec Morrison: Scottish & Southern 

Q1. What will Underwriting look like? 

It is likely that the underwriting sums, and project completion dates, will reflect the dates presented. 

Q2. Questions regarding consents at Beauly-Denny 

The programmed works at Beauly-Denny depend heavily on when we get consent and what form of consent is given. We are hopeful of a decision early 2009 which would allow site works to commence summer 2009.
