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	REGULATION OF OFFSHORE ELECTRICITY TRANSMISSION

	Extension of the GB System Operator Role Offshore

	29 MAY 2006


Following the announcement by the Secretary of State on 30 March 2006 that he has decided that the price control approach to the regulation of transmission which applies onshore should be extended offshore, the DTI is informing interested parties that as a result of his decision the Secretary of State is also minded to extend the role of the current onshore GB System Operator (GBSO) – occupied by National Grid – offshore.  

In setting out his intention, the Secretary of State is inviting interested parties to indicate to him in writing if they have any comments on this proposed way forward, whether in terms of practicalities or the principles underlying this approach.

The full Government Response (URN 06/681) to the joint DTI / Ofgem Public Consultation on the Regulation of Offshore Electricity Transmission can be downloaded from the following link: http://www.dti.gov.uk/files/file27137.pdf
In reaching his decision on the appropriate regulatory regime for offshore transmission, the Secretary of State decided that the broad principles established by NETA (New Electricity Trading Arrangements) and BETTA (British Electricity Trading and Transmission Arrangements) that have been developed for the provision of onshore transmission provided an important set of regulatory precedents when considering the development of an appropriate regime for offshore transmission.  

The introduction of BETTA created a single wholesale market for electricity generation onshore in GB.   An important aspect of the BETTA reforms was the introduction of a single set of arrangements for connecting to, and using, the GB transmission system.  The intention behind this was to reduce barriers to entry for generators and suppliers in the Scottish market, promote competition, and exert downward pressure on prices for consumers.  

Under BETTA, National Grid was appointed as GBSO for the whole of the GB onshore network.  

A significant factor behind the Secretary of State’s decision on the regulation of offshore transmission was the need to ensure consistency with the onshore transmission arrangements, and also to ensure efficient operation of the onshore and offshore networks including at their interface.  The Secretary of State believes that there will be significant synergies and economies of scale if the system operation role for offshore transmission is carried out by the extension of the role of the onshore GBSO to offshore. 

In extending the role of the GBSO offshore it will be necessary to ensure that the extension of the SO licence offshore does not restrict or distort the economic and efficient development of both the existing onshore transmission network and the proposed offshore transmission network. In the case that National Grid were to have a Transmission Asset Owner role offshore, the relevant regulatory safeguards such as appropriate ring fencing and information sharing provisions will be extended offshore. The costs of the GBSO offshore work will also be subject to the relevant regulatory approval by the Authority.
The starting point for consideration of the appropriate arrangements for the regulation of the offshore transmission regime will be those that currently exist onshore, unless there are justifiable reasons to depart from those current arrangements because of the different nature of offshore transmission.    If interested parties believe there is anything in the nature of the role of offshore System Operator (SO) which suggests that it should be treated in a different manner to the onshore SO they should respond in writing as set out below.

Interested parties have one month from the date of this document to send in written comments.  Unless any parties indicate within that time frame that they are opposed in principle to the appointment of National Grid as the offshore SO the Secretary of State will, at the appropriate time, exercise his Energy Act 2004 powers and extend National Grid’s role as GBSO offshore.

The revised Regulatory Impact Assessment for the Government Response can be found at: http://www.dti.gov.uk/files/file27138.pdf
Written comments should be sent to: Katherine Watson, Department of Trade & Industry, 1 Victoria Street, London SW1H 0ET.  Tel: 020 7215 2891.

Email: offshore.transmission@dti.gsi.gov.uk
