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Ofgem response to BERR consultation on reform of the Renewables Obligation

Decision on Zonal Losses Modifications delayed until Spring 2008

The Renewables Obligation - 1 April 2006 to 31 March 2007

A Call for Evidence for a Review of Transmission Access

DEFRA publishes EU Emissions Trading Scheme Review options

Scottish Marine Supply Obligation levels updated




This newsletter provides a brief update of the key wholesale electricity market design changes currently being
progressed within Great Britain, focusing on September 2007.

The newsletter aims to assist electricity market participants who already have a good broad understanding of the GB
electricity trading arrangements, and the key documents that underpin them, to keep track of the major consultations
that affect the development of the wholesale electricity market. A number of other consultations/decisions that may be
relevant are also noted.

This issue covers: Ofgem consultations; publications/announcements by a number of government and other bodies;
the EU Emissions Trading Scheme; consultations and reports by National Grid (NGET), and new BSC and CUSC
Modifications, decisions, and related matters. This edition also identifies press releases from the EU that may be
relevant to the British electricity wholesale sector.

If readers need further information on any of the issues raised in this briefing note, or would like advice on how these
changes and other market developments might affect their company, please contact IPA Energy + Water Consulting on
0131 240 0840.

HEADLINES
e Ofgem response to BERR consultation on reform of the Renewables Obligation
e Decision on Zonal Losses Modifications delayed until Spring 2008
e New standards of performance regime for non-contestable connections
e DEFRA publishes EU Emissions Trading Scheme Review options

e Scottish Marine Supply Obligation levels updated



Ofgem Publications

Ofgem has issued press releases announcing that
Steve Smith (currently Director of Markets), will be
moving to become Managing Director of Networks
when David Gray leaves at the end of December and
John Scott, described by Ofgem as “a key technical
advisor”, is leaving in November after six and a half
years of service.

Ofgem will be looking to recruit a new Director of
Markets.

Issued: 6/26 September
Response due: n/a

Links
http://www.ofgem.gov.uk/Media/PressRel/Documentsl1/
Ofgem37.pdf
http://www.ofgem.gov.uk/Media/PressRel/Documentsl/
Ofgem%2041.pdf

Issued: 13 September
Response due: n/a

Link to:
http://www.ofgem.gov.uk/Sustainability/Environmnt/Poli
cy/Documents1/Ofgem%20response%20to%20Renew
ables%200bligation%20consultation[1].pdf

Ofgem has published its response to BERR’s
consultation on reform of the Renewables Obligation
which covers Ofgem’s views on alternative approaches
as well as the specific issues raised in the consultation.
Points of interest include:

= Ofgem states that the banding proposals, which it
sees as attempting to select technologies, could
have a detrimental effect on consumers;

= Ofgem considers that other schemes or polices

could have delivered the same, or greater,
emissions reductions at lower cost;

= Ofgem notes that EU comparisons indicate that
feed in tariffs are more cost effective than quota
based schemes such as the RO;

= Ofgem suggest that the cost to domestic
customers will rise from £8/yr to £28/year (nominal)
by 2015/16 and that the banding proposals will
increase the overall cost to customers;

= Ofgem suggest that the proposed 1.5ROCs/MWh
is higher than needed for post demonstration
technologies and the 2ROCs/MWh for the
emerging technologies band will be too low
(without additional support via a different route);

= Ofgem also support a separate microgeneration
band to ease the administrative burden for this
sector (which is currently banded within the
relevant technology on shore band such that micro
PV and micro wind are in different bands) or
allowing Ofgem to issue ROCs based on the
dominant technology on multi technology/band
premises;

= Ofgem believes BERR should consider alternatives
to the RO including the approach it proposed in
January (based on firm CfDs) and feed in tariffs
and different reforms to the RO “to make it more
effective” such as using the buy out fund to grant
programmes (for renewables or CCS or to tackle
fuel poverty) rather than recycling it;

= Ofgem note the additional complexities of banding
and grandfathering and anticipate this will lead to
reduced transparency and more queries; and

= Ofgem note that the changes will lead to higher
admin costs (£0.5m set up costs and £0.2m/year
operational) and support recovering these costs
from the buy-out fund rather than licence fees.

Issued: 14 September
Response due: n/a
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Link to:
http://www.ofgem.gov.uk/Licensing/ElecCodes/BSCod
e/las/Documents1/070914 Zonal Losses Delay Deci

sion_Letter.pdf

Ofgem has published an open letter indicating that the
Authority will not be in a position to publish its final
decisions on the zonal losses modifications this month,
as indicated in its “minded to” statement in June 2007.

The letter gives Ofgem’s reasoning for this delay and
indicates that it has been requested, by the Authority,
to review analysis undertaken by Oxera in order to
reassess the validity of the conclusions that may be
drawn from that analysis. The letter also states that
“Ofgem will consider whether to appoint consultants to
assist in this review and would expect to consult on the
findings of the review” and that the “Authority will take
the findings of the review and responses to the
proposed consultation into account in making its final
decisions”.

In light of this, a decision is now anticipated in Spring
2008 and the Authority has suggested that the BSC
Panel should propose an alternative implementation
date consistent with this. The letter also states that,
should the Authority decide to approve any of the
proposals, it would consult with affected parties before
directing an alternative implementation date.

Issued: 26 September
Seminar: 2 October

Link to NG’s report:
http://www.ofgem.gov.uk/Markets/WhIMkts/Custandind
ustry/WinterOutlook/Documents1/WCR%2026%20sep
%202007%20final.pdf

Link to Ofgem’s cover letter:
http://www.ofgem.gov.uk/Markets/WhIMkts/Custandind
ustry/WinterOutlook/Documents1/Winter%200utlook%
20Cover%20Letter.pdf

Ofgem has published National Grid’s winter outlook for
Winter 2007/08. The letter states that forecast
margins, for electricity, are expected to remain
manageable even under severe weather conditions. At
current market prices (including higher carbon prices

under EU ETS Phase 2 from January 2008), coal is
expected to remain baseload over winter 2007/8.

Issued: 27 September
Effective from: 1 October

Link to open letter:
http://www.ofgem.gov.uk/Networks/Connectns/Compin
Conn/Documents1/SLC4F%20Guidance%20Doc%20c
overing%20letter%20searchable.pdf

Link to Guidance:
http://www.ofgem.gov.uk/Networks/Connectns/Compin
Conn/Documents1/SLC4F%20guidance%20document

%20v1.pdf

Link to formal notice:
http://www.ofgem.gov.uk/Networks/Connectns/Compin
Conn/Documents1/SLC4F%20searchable%20Licence

%20mod.pdf

Ofgem has published formal notification of the launch
of the new standards of performance regime covering
information and services, provided by Electricity
Distribution Network Operators (DNOs), in respect of
non-contestable connections and the associated
guidance document.

The letter also summarises the responses to Ofgem’s
consultation on the guidance and Ofgem’s response.

Issued: 28 September
Response due: 1 October

Link:
http://www.ofgem.gov.uk/About%20us/enforcement/Do
cuments1l/Enforcement%20Guidelines%20post%20con

sultation.pdf

Ofgem has finalised and published its Guidelines on
the approach it will take to enforcing sectoral,
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competition and consumer legislation.

NOTICES OF ELECTRICITY
APPLIED FOR IN SEPTEMBER

LICENCES

Notice issued/licence applied for: 27 September/18
September

Link:
http://www.ofgem.gov.uk/Licensing/Work/Notices/AppN
otices/Documents1/RBS%20esup%20notice.pdf

Notice issued/licence applied for: 12 September/10
September

Link:
http://www.ofgem.gov.uk/Licensing/Work/Notices/AppN
otices/Documentsl/severn%20notice.pdf

Notice issued/licence applied for: 5 September/30
August

Link:
http://www.ofgem.gov.uk/Licensing/Work/Notices/AppN
otices/Documentsl/International%20application%20not

ice.pdf

NOTICES OF
GRANTED

ELECTRICITY  LICENCES

Notice issued: 11 September
Effective from: 6 September

Link:
http://www.ofgem.gov.uk/Licensing/Work/Notices/Licen
ces/Documents1/helius%20-%20notice.pdf

Notice issued: 5 September
Effective from: 31 August

Link:
http://www.ofgem.gov.uk/Licensing/Work/Notices/Licen
ces/Documents1/Thor%20website%20notice.pdf

GOVERNMENT AND OTHER BODIES

DBERR

Issued: 27 September
Response due: n/a

Link to:
http://www.gnn.gov.uk/Content/Detail.asp?ReleaselD=
317684&NewsArealD=2

Quarterly publication of energy statistics

DEFRA

Issued: 17 September
Response due: n/a

Link to:
http://www.defra.gov.uk/environment/climatechange/tra
ding/eu/future/review/summary-euets-issuespaper.pdf

Further to its consultation on key questions concerning
the future of the EU ETS (published in March of this
year), DEFRA has published a summary of the views
from the 42 respondents indicating that the responses
will inform Government discussions on the future of the
EU ETS Directive. A formal written consultation is
planned for early 2008.

Issued: 17 September
Response due: n/a

Link to:

4



http://www.defra.gov.uk/environment/climatechange/tra
ding/eu/future/review/analysis-euets-options.pdf

DEFRA has published a paper that sets out the options
the UK Government could propose as part of the
development of the EU ETS. The paper states that its
purpose is to promote discussion within Government
and with stakeholders by identifying the issues and
listing the pros and cons of different approaches (in
tabular form) rather than setting out Government

policy.
The paper covers six areas

cap-setting;

allocation methodology;

expanding the scope of the EU ETS;
harmonising the current scope of the scheme;
linking to other trading schemes; and
monitoring, reporting and verification (MRV).

SCOTTISH EXECUTIVE

Issued: 20 September
Response due: 13 December

Link to consultation:
http://www.scotland.gov.uk/Topics/Business-
Industry/Energy/19185/ROSCons08Intro

Link to draft order:
http://www.scotland.gov.uk/Topics/Business-
Industry/Energy/19185/ROSCons08DO

Link to document describing how the MSO will be set:
http://www.scotland.gov.uk/Topics/Business-
Industry/Energy/Energy-Consents/Applications-
Database/application/MSOLev07

The Scottish Executive has issued a statutory
consultation on changes to the Renewables Obligation
Order in Scotland to set the level of the MSO for
2008/9 at zero with “illustrative” values for subsequent
years. Itis accompanied by a document that describes
the process to be followed for setting the MSO in
subsequent years.

The consultation also seeks views on whether BERR’s
banding proposals should be introduced under the

ROS noting that any decision to introduce banding
would be subject to separate and detailed consultation
with stakeholders in Scotland.

The consultation indicates that the SE considers
banding could take over from the MSO but that,
currently, there is insufficient detail on the level of
support that will be available.

The European Union - Electricity industry
related press releases (titles & links)

Brussels, 12 September 2007

Link:
http://europa.eu/rapid/pressReleasesAction.do?referen
ce=IP/07/1317&format=HTML&aged=0&language=EN
&quiLanguage=en

Brussels, 19 September 2007

Link to IP:
http://europa.eu/rapid/pressReleasesAction.do?referen
ce=IP/07/1361&format=HTML&aged=0&language=EN
&quiLanguage=en

Link to MEMO:
http://europa.eu/rapid/pressReleasesAction.do?referen
ce=MEMO/07/361&format=HTML&aged=0&language=
EN&quiLanguage=en

Link to Q&A:
http://europa.eu/rapid/pressReleasesAction.do?referen
ce=MEMO/07/362&format=HTML&aged=0&language=
EN&quiLanguage=en

Brussels, 19 September 2007
Andris Piebalgs (Energy Commissioner)

Link:
http://europa.eu/rapid/pressReleasesAction.do?referen
ce=SPEECH/07/562&format=HTML&aged=0&languag
e=EN&quilLanguage=en

Brussels, 21 September 2007
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Link:
http://europa.eu/rapid/pressReleasesAction.do?referen
ce=IP/07/1370&format=HTML&aged=0&language=EN
&quiLanguage=en

Brussels, 21 September 2007
Andris Piebalgs (Energy Commissioner)

Link:
http://europa.eu/rapid/pressReleasesAction.do?referen
ce=SPEECH/07/564&format=HTML&aged=0&languag
e=EN&quiLanguage=en

25 September

Link:
http://ec.europa.eu/environment/climat/emission.htm

EREG (The European Regulators Group for
Electricity and Gas ) - industry related press
releases (titles & links)

19 September

Link:

http://www.ergeg.org/portal/page/portal/ ERGEG HOM
E/ERGEG_ADMIN/PR-07-

09 ERGEG Support 3rdPackagel9-09-2007Final.doc

September

Link:

http://www.ergeqg.org/portal/page/porta/lERGEG _HOM
E/ERGEG_ADMIN/PR-07-

10 FlorenceSupportsAgency 25-09-2007 Final.doc

THE BSC AND CUSC

Marchwood Power Limited (Party ID: MPL)

Microgeneration Working Group — CP Issue 2
‘Review of Microgeneration Processes in the
CSDs” (Code Subsidiary Documents)

The SVG (Suppler Volume Allocation Group) has
established a working group to look at issues raised
during consideration of Modification Proposal P213
‘Facilitating Microgeneration — Optional Single MPAN'.
The first working group meeting will be held on
Wednesday 3 October at 2pm.

CAP141 (Clarification of the Content of a Response
to a Request for a Statement of Works)

Decision: APPROVE working group alternative
amendment (WGAA)

Date of decision: 10 September
Implementation date: 24 September

Panel Recommendation: APPROVE (WGAA)
Link to decision:

http://www.ofgem.qgov.uk/Licensing/ElecCodes/CUSC/
Amend/Documents1/CAP141D[1].pdf

The CAP makes changes to the CUSC to improve the
clarity of the Statement of Works process (introduced
when CAP097 (Revisions to the Contractual
Requirements for Small and Medium Embedded Power
Stations Under 6.5) changes were introduced in July
2007).
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IPA NEWS

IPA’s Associate Director for Trading, Risk and
Analytics, Dr Michael Wagner, will be presenting at two
conferences this month. He will be presenting at the
London Energy Forum on the 23" — 25™ October on
“Competitive Portfolio Investment Under Uncertainty”
and, on the 31% October, he will be delivering a
presentation on “Innovative Electricity Markets to
Incorporate Variable Production” at the Transmission &
Distribution Challenges conference in London.

DISCLAIMER

IPA Energy + Water Consulting cannot be held accountable for the
accuracy of the information nor can IPA be held responsible for the
consequences of any actions or decisions taken on the basis of the
information published here. Parties must refer to the formal
documents to confirm the official position.

IPA Energy + Water Consulting, 41 Manor Place, Edinburgh EH3
7EB. Tel: +44 (0) 131 240 0840 Fax: +44 (0) 131 220 6440
Email: contact@ipaenergy.co.uk




SUMMARY OF SEPTEMBER 2007 CONSULTATIONS & NEW BSC AND CUSC

MODS AND DECISIONS

Please note that whilst considerable effort is made to keep this up to date some, possibly important, consultations and
announcements will inevitably have been missed. Readers should also refer to the relevant documents to confirm

response dates.

CARRIED FORWARD FROM LAST EDITION...

Issued

Response
Due

DTI

Title: The future of nuclear power: the role of
nuclear power in a low carbon UK economy

Link:
http://www.dti.gov.uk/consultations/page39704.html

Defra

23 May

10 October

Title: Consultation on the implementation proposals
of the Carbon Reduction Commitment (CRC)

Link: http://www.defra.gov.uk/corporate/consult/carbon-
reduc/index.htm

26 June

19 October

DBERR

Title: Energy billing and metering: changing
customer behaviour - a consultation on policies
presented in the Energy White Paper

Link to: http://www.berr.gov.uk/files/file40456.pdf

3 August

31 October

DEFRA

Title: Consultation on Energy End-Use Efficiency
and Energy Services Directive 2006/32/EC

Link to:
http://www.defra.gov.uk/corporate/consult/energyservice

s/index.htm

3 August

26 October

Ofgem

Title: Connections Industry Review 2006-07

Link to:
http://www.ofgem.gov.uk/Networks/Connectns/Connind
Rev/Documentsl/Connections%20Industry%20Review
9%202006-07.pdf

20 August

31 Oct

DBERR

Title: Electricity Priority User Arrangements

Link to: http://www.berr.gov.uk/files/file40466.pdf

20 August

23 Nov

DBERR

Title: Consultation on proposals to include new
industry documents within the scope of the appeals
mechanism

Link to:
http://www.dti.gov.uk/consultations/page40966.html

24 August

21 Oct

New in September ...
(this does not include all the details of licence notices/modifications/
applications/revocations/licences granted or EU press releases or code issues)
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Ofgem

Title: OFGEM Appoints Steve Smith as Managing
Director of Networks

Link to:
http://www.ofgem.gov.uk/Media/PressRel/Documents
1/0fgem37.pdf

6 September

n/a

Ofgem

Title: Ofgem response to BERR consultation on
reform of the Renewables Obligation

Link to:
http://www.ofgem.gov.uk/Sustainability/Environmnt/Po
licy/Documents1/Ofgem%20response%20t0%20Rene
wables%200bligation%20consultation[1].pdf

13
September

n/a

Ofgem

Title: The Authority's decisions on the Balancing
and Settlement Code (BSC)

modification proposals on zonal transmission
losses

Link to:
http://www.ofgem.gov.uk/Licensing/ElecCodes/BSCod

e/las/Documents1/070914 Zonal Losses Delay Dec
ision Letter.pdf

14
September

n/a

DEFRA

Title: European Emissions Trading Scheme
Review Issues paper questionnaire — summary of
responses

Link to:
http://www.defra.gov.uk/environment/climatechange/tr
ading/eu/future/review/summary-euets-
issuespaper.pdf

17
September

n/a

DEFRA

Title: Analysis paper on EU Emissions Trading
Scheme Review options

Link to:
http://www.defra.gov.uk/environment/climatechange/tr
ading/eu/future/review/analysis-euets-options.pdf

17
September

n/a

SE

Title: Renewables Obligation (Scotland) Order
2008 — Statutory Consultation

Link to consultation:
http://www.scotland.gov.uk/Topics/Business-
Industry/Enerqy/19185/ROSCons08Intro

Link to draft order:
http://www.scotland.gov.uk/Topics/Business-
Industry/Energy/19185/ROSCons08DO

Link to document describing how the MSO will be set:
http://www.scotland.gov.uk/Topics/Business-
Industry/Energy/Energy-Consents/Applications-
Database/application/MSOLev07

20
September

13
December

9



Ofgem Title: Winter Consultation Report 2007/8 26 2 October
September
Link to NG’s report:
http://www.ofgem.gov.uk/Markets/WhIMkts/CustandIn
dustry/WinterOutlook/Documents1/WCR%2026%20se
p%202007%20final.pdf

Link to Ofgem’s cover letter:
http://www.ofgem.gov.uk/Markets/WhIMkts/CustandIn
dustry/WinterOutlook/Documents1/Winter%200utlook
%20Cover%20Letter.pdf

Ofgem Title: Ofgem Technical Director John Scott to 26 n/a
embark on new role September

Link to:
http://www.ofgem.gov.uk/Media/PressRel/Documents
1/0fgem%2041.pdf

DBERR Title: Energy Statistics / Statistical Press Release 27 n/a
September
Link to:
http://www.gnn.gov.uk/Content/Detail.asp?ReleaselD
=317684&NewsArealD=2

Ofgem Title: Standard Licence Condition 4F. Standards 27 Effective
for the provision of non-contestable connection September from 1

services (‘the Condition’) — Issue of guidance in October
accordance with paragraph 12 of the Condition

Link to open letter:
http://www.ofgem.gov.uk/Networks/Connectns/Compi
nConn/Documents1/SLC4F%20Guidance%20Doc%2
Ocovering%20letter%20searchable.pdf

Link to Guidance:
http://www.ofgem.gov.uk/Networks/Connectns/Compi
nConn/Documents1/SLC4F%20guidance%20docume

nt%20v1.pdf

Link to formal notice:
http://www.ofgem.gov.uk/Networks/Connectns/Compi
nConn/Documents1/SLC4F%20searchable%20Licenc
€%20mod.pdf

Ofgem Issue / Title: Enforcement guidelines on 28 n/a
complaints and investigations September

Link:
http://www.ofgem.gov.uk/About%20us/enforcement/D
ocuments1/Enforcement%20Guidelines%20post%20c
onsultation.pdf
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SUMMARY OF SEPTEMBER 2007 CONSULTATIONS & NEW BSC AND CUSC MODS AND DECISIONS

CUSC decisions (APPROVE)

Panel Recommendation: approve WGAA

Approved Implementation
date
CAP 141 Clarification of the Content of a Response to | WGAA on 10 | 24 Sept
a Request for a Statement of Works Sept
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