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1.0
Introduction

Modification Proposal P60 was submitted on 5 December 2001 by British Gas Trading Limited. The proposal, in the circumstances of a Trade Sale to a single Replacement Supplier, seeks to remove the obligation on the single Replacement Supplier to re-register Metering Systems and appoint Party Agents as soon as reasonably practicable and within 3 months after the Appointment Day of that Replacement Supplier.

The Initial Written Assessment was presented to the Panel at their meeting of 17 January 2002 (a copy can be obtained from the ELEXON website www.elexon.co.uk).  The Panel agreed that P60 should be submitted to the Assessment Procedure, and the Volume Allocation Modification Group should be used.  The Assessment Report is due to be presented to the Panel at their meeting on 14 February 2002.

The Modification Group met on 24 January 2002 to discuss the Modification so that this consultation document could be produced. 

In recognition of the 1 month Assessment Procedure, it is necessary to issue a consultation with responses by close of business on 1 February 2002.

2.0
Background

The impact of the Modification Proposal is to place the responsibility on the single Replacement Supplier to decide whether they can best meet their Balancing and Settlement Code (Code) obligations by re-registering their Metering Systems, or not.

The proposal states that this modification will ensure that the stability and integrity of the Supplier Volume Allocation (SVA) Trading Arrangements and Settlement data is maintained and is not unnecessarily undermined.
The issues involved in respect of a Trade Sale differ from that of the Supplier of Last Resort scenario and therefore it is proposed that the original obligation to re-register Metering Systems within 3 months will remain in place for the execution of the appointment of a Supplier of Last Resort.

The Modification Proposal states that the original obligation to re-register Metering Systems within 3 months will also remain in place for multiple Replacement Suppliers.  This is supported by the fact that there are constraints within the existing BSC Systems that will not permit separate reporting of SVA assets by Replacement Supplier in the circumstances of multiple Replacement Suppliers.

The Modification proposes amendments to Section K7.6 of the Code.  The suggested drafting of these proposed amendments has been reviewed by BSCCo’s legal advisors and an alternative form of legal drafting has been proposed and attached in Appendix A.  It is the view of BSCCo’s legal advisors that this legal drafting  achieves the same aim of the Modification Proposal.

The BSCCo’s legal advisors also raised a concern that the effect of this Modification Proposal is to undermine the integrity of the rules and the systems (in legal and technical terms).  It is the opinion of the advisors that Section K7 of the Code describes a mechanism that was defined in order to address an emergency situation and that this was accepted partly on the basis that the re-registration process would deliver robust ongoing arrangements from a legal and a technical perspective.  This will no longer apply if Modification Proposal P60 is approved.

The original Modification Proposal was discussed by the Modification Group.  It was the clear opinion of the Modification Group that this proposal protects the stability and integrity of the Trading Arrangements and that the Replacement Supplier is in the best position to make the decision as to whether they can best meet their Code obligations by re-registering their Metering Systems.

The Modification Group agreed that this proposal will better facilitate the achievement of the BSC Objectives in Condition C3(3)(c) and (d) of the Transmission Licence.  These refer to ‘promoting effective competition in the generation and supply of electricity and promoting such competition in the sale and purchase of electricity’, and ‘promoting efficiency in the implementation and administration of the balancing and settlement arrangements’.
An alternative proposal to introduce a control point within the process was discussed, but in accordance with the principle described above, the Modification Group made a clear recommendation that there should be no control or decision point in the process.

Additional monitoring of the performance of the Replacement Supplier was also discussed by the Modifications Group.  It was a clear recommendation of the Modification Group that the existing arrangements for monitoring Supplier performance, as defined in the Performance Assurance Framework (PAF), are sufficient and that any additional monitoring was not appropriate.  Indeed, in the judgement of the Modification Group, any additional monitoring would call into question the principles of the current PAF.

The Authority have informally investigated the impact of this Modification Proposal on the Supply licence and it is expected that the circumstances described in the Modification Proposal would not place a Supplier in conflict with the standard conditions of the Supply licence.

The Modification Group recommended that:

· Modification Proposal P60 be progressed through a compressed consultation exercise in order to canvass the opinion of Parties; and

· Implementation should be immediate following Authority determination.

3.0 
Consultation

Below is a consultation pro-forma, inviting Parties to assess the proposal against the relevant BSC objectives and requesting views on the proposed legal text.  You are invited to provide a response with your views on these questions.

Industry Consultation (Assessment Procedure) –  Pro Forma for Responses

Respondent:


Please list all Parties represented by Respondent:


The following table summarises the issues raised in the P60 Modification Proposal.  You are invited to provide a response with your views on the issues raised:


Question
Yes/No
Rationale

A
Do you believe that Modification Proposal P60 (as described in this consultation paper) better facilitates the BSC Objectives in Condition C3(3)(c) and (d) of the Transmission Licence, i.e. ‘promoting effective competition in the generation and supply of electricity and promoting such competition in the sale and purchase of electricity’, and ‘promoting efficiency in the implementation and administration of the balancing and settlement arrangements’?



B
Do you believe that the legal text accurately reflects the required changes documented in this consultation paper?



Please send your responses by close of business on Friday 1st February 2002 to the following e-mail address:

Modifications@elexon.co.uk
Please entitle your e-mail ‘P60 Consultation/Assessment’

Any queries or questions on the content of this consultation should be addressed to Jason Brogden (jason.brogden@elexon.co.uk) at ELEXON.

Thank you.

APPENDIX A – Proposed Legal Drafting from BSCCo Legal Advisors

Modification Proposal P.60

Proposed legal text

Note: The following legal text has been prepared against version 1.1 of Section K.
The following new paragraph 7.6.8 shall be inserted in Section K:

"7.6.8
In the case of a relevant transfer made pursuant to paragraph 7.2, the provisions of this paragraph 7.6 shall not apply where the Lead Party transfers its interests in relation to all its BM Units (subject to paragraph 7.2.3) to a single Transferee."

