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BETTA: Comments on the Government 
Reply to the Committee’s Fifth Report of 
Session 2002-03 

The Committee’s Report 

1. In our Fifth Report of Session 2002-03,1 we reviewed the draft Electricity (Trading and 
Transmission) Bill. We supported in principle the Government’s aim of a single market for 
electricity in Great Britain which would be created by the British Electricity Trading and 
Transmission Arrangements (BETTA), and concluded that the formation of a GB-wide 
market should encourage competition and the development of the electricity network in 
Scotland.2 We hoped that Scottish consumers would feel the benefits of reform in the form 
of reduced electricity prices, but noted that the implementation of the New Electricity 
Trading Arrangements (NETA) had not delivered as great a benefit to customers in 
England and Wales as had been predicted.3 We also felt that it would provide better access 
to markets in England and Wales for electricity generators situated in Scotland. 

2. We recognised that detailed arrangements for the implementation of BETTA had still to 
be developed, and that Ofgem4 and the Department of Trade and Industry (DTI) were 
conducting an extensive programme of consultation with electricity generators, suppliers 
and other interested parties. We identified a number of key issues which, in our opinion, 
needed to be addressed before the introduction of BETTA if the Government’s aims were 
to be achieved. 

3. We recognised that the arrangements currently in operation in England and Wales 
provided a major disincentive to the commissioning and operation of small-scale 
generators, including many in the combined heat and power (CHP) and renewable energy 
sectors. We said that resolution of the shortcomings of NETA was essential, and further 
revision of the arrangements should be made if Ofgem’s most recent amendments proved 
not to be effective.5 

4. We stressed that the GB transmission System Operator (GBSO) should act 
independently, not only from electricity generators and suppliers, but also from 
transmission owners. Such explicit legal separation of these interests will be necessary 
especially if, as expected, the owner of the transmission system in England and Wales, the 
National Grid Company, is appointed as GB system operator.6 We recommended that any 
proposal from Ofgem for transmission charging and transmission access arrangements 
should in future be assessed from a GB perspective, and that there should be a mechanism 

 
1 Trade and Industry Committee, Fifth Report of Session 2002-03, The British Electricity Trading and Transmission 

Arrangements: Pre-legislative Scrutiny of the draft Electricity (Trading and Transmission) Bill, HC 468   
2 HC (2002-03) 468, para 19 
3 HC (2002-03) 468, para 14 
4 The Electricity and Gas Markets Authority 
5 HC (2002-03) 468, para 27 
6 HC (2002-03) 468, para 33 
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for appeal against decisions taken by the regulator which bear upon individual companies. 
We recognised that such a mechanism should be available to both the gas and electricity 
industries.7 

5. We noted concern within the industry that the possible introduction of locational signals 
into a GB transmission charging regime might undermine the Government’s objectives for 
renewable energy, and recommended that that the principles governing transmission 
charging under BETTA should be consistent with the Government’s broader energy policy 
objectives.8  

6. Finally, we were concerned that the Government’s proposals as they stood would impose 
costs on generators connecting to the 132 kV network in Scotland which would not be 
borne by similar generators in England and Wales. We felt that this situation would be 
contrary to the principles of open competition. We recommended that equality of 
treatment be established among generators connected at 132 kV.9 

The Government’s Reply     

7. In response to our Report the Government has, by and large, concurred with our 
comments and recommendations or has told us that it is undertaking public consultation 
on the issues we had identified.10 In general, we are satisfied with how the Government is 
proceeding, and will take a keen interest in the progress of the Government’s consultation 
programme and the eventual results. 

8. The notable exception to this satisfactory state of affairs is the Government’s position on 
the treatment of generators connecting to the network at 132 kV in Scotland. Our 
recommendation was that : 

“A fair and equitable market requires that all participants are treated on the same 
basis. It is contrary to the principles of open competition that generators connected 
to the electricity network at 132 kV in one part of the country and supplying only 
their local network should have to incur costs which are not borne by competitors of 
similar size doing the same thing in another part of the country. Whether by 
regulation or amendment of the industry codes to exempt small generators from the 
burden of transmission charges, or by other means, an equality of treatment must be 
established among generators connected at 132kV.” 

9. The Government agreed with us that generators undertaking the same activity should be 
treated in a non-discriminatory way. However, it is less clear whether the Government has 
accepted our recommendation that equality of treatment must be established among small 
generators connecting to the network at 132 kV. On the grounds that in Scotland the 
132kV network is used for the bulk transfer of electricity (as well as providing the local 
distribution service), the Government concluded that it should be defined as part of the 
transmission network.               

 
7 HC (2002-03) 468, paras 40 and 54 
8 HC (2002-03) 468, para 44 
9 HC (2002-03) 468, para 49 
10 The Government Response is attached as  an Appendix to this Report 
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10. It seems to us that the Government’s response to our recommendation is incomplete. 
In our Report we accepted the logic of the Government’s approach. At the same time, 
however, we pointed out that it could give rise to unequal treatment because a generator 
connecting at 132 kV in Scotland would be liable for transmission access and use of system 
charges, even when supplying its local market, while a generator situated south of the 
Scottish border would not be subject to such charges. Such inequality of treatment could 
serve as a powerful disincentive to the development of small generation facilities in 
Scotland. It would hinder progress towards the Government’s objectives for diversity and 
security of energy supply and the expansion of the renewable energy sector, a significant 
part of which would best be sited in Scotland for well-known reasons of geography and 
climate. 

11. In their evidence to us, DTI officials made the point that a simple redefinition of the 
Scottish 132 kV networks as distribution networks by amendment to legislation would 
remove 70% of Scottish and Southern Electricity’s system and 40% of that currently owned 
by Scottish Power, and that to remove so much of the Scottish networks from the control 
of the GB System Operator might endanger the objectives of having a single system 
operator.11 However, such a redefinition is not the only way to protect small generators in 
Scotland from inequitable charges. Our Report referred to a suggestion from Scottish and 
Southern Electricity that amendments could be made to the industry Codes (which govern 
the transmission and supply of electricity in England and Wales, and which will, in any 
case, need to be amended to enable their application to a GB market) to define the charges 
to be applied by reference to generator size and voltage of connection, irrespective of 
whether the connection voltage is regarded as transmission or distribution at the point of 
connection.12 There may be other administrative solutions to the problem. 

12. DTI officials had indicated in their evidence to us that the DTI recognised the need to 
remove this anomaly and that Ofgem and the Department were working to devise a 
solution. We were therefore surprised that the Government’s response was silent about its 
intention to address the issue, in particular the cost implications. This might be interpreted 
as a disinclination to take action on this point. The Government should give a clear 
undertaking that it will ensure that small electricity generating companies connecting 
to the network at 132kV in Scotland are not subject to connection and access costs to 
which their counterparts elsewhere in Great Britain are not exposed.     

Conclusion 

13. In our Report on the draft Electricity (Trading and Transmission) Bill we gave a 
general welcome to the Government’s plans for the implementation of BETTA. In 
response, the Government has accepted most of our comments and recommendations 
or has assured us that issues are to be tackled through its programme of consultation. 
However, it has not specifically addressed our concern that there should be no 
inequality of treatment among small electricity generators connected to the network at 
132kV. Were such an inequality allowed to exist, the operators most affected would be 
renewables and CHP generators which the Government is committed to encourage in 

 
11 HC (2002-03) 468, Ev 61, Q 507 
12 HC (2002-03) 468, para 48 
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its pursuit of a more diverse and sustainable energy mix. It could also hinder the 
attainment of the Scottish Executive’s objective that 40% of Scotland’s electricity needs 
are supplied from green sources. We would be grateful for confirmation that steps will 
be taken to ensure equal treatment of such generators, irrespective of geographical 
location. 

14. We will continue to monitor progress in the development of the detailed 
arrangements for the introduction of BETTA. We have taken note of the Government’s 
announcement that lack of parliamentary time has prevented the introduction of the 
Bill and that the target date for implementation of BETTA is now April 2005. While we 
understand the frustration that some may feel at the delay in delivering a single GB 
electricity market and the benefits that should flow from its development, it will at least 
allow Ofgem and the DTI a little more time in which to carry through their extensive 
programme of consultation.
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Formal Minutes 

Wednesday 2 July 2003 

Members present: 

Mr Martin O’Neill, in the Chair 

Mr Roger Berry 
Mr Richard Burden 
Mr Jonathan Djanogly 

 Dr Ashok Kumar 
Mr Andrew Lansley 
Sir Robert Smith 

The Committee deliberated. 

Draft Report (BETTA: Comments on the Government Reply to the Committee’s Fifth 
Report of Session 2002-03), proposed by the Chairman, brought up and read. 

Ordered, That the Chairman’s draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1 to 14 read and agreed to. 

Resolved, That the Report be the Tenth Report of the Committee to the House. 

Ordered, That the Chairman do make the Report to the House. 

A paper was ordered to be appended to the Report 

[Adjourned till Tuesday 8 July at half-past Two o’clock  
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Appendix 

Government response to the Trade and Industry Committee’s Fifth 
Report of Session 2002-03 (HC 468-I) 

The British Electricity Trading and Transmission Arrangements: Pre-legislative 
scrutiny of the draft Electricity (Trading and Transmission) Bill 

Introduction 

The Government would like to thank the Trade and Industry Committee for undertaking 
pre-legislative scrutiny of the draft Electricity (Trading and Transmission) Bill.  We also 
thank them for the generally positive tone of the report and their support, in principle, of 
the creation of a single GB market for electricity under BETTA. 

Picking up on the Committee’s conclusions and recommendations in the order they 
appear in the report: 

Consumer benefits from BETTA 

a) “In our view, the uncertainties surrounding the estimation of costs and benefits 
associated with BETTA are such that the immediate financial impact of the 
arrangement may not be sufficient in itself to justify BETTA as a concept.  In particular 
it remains to be seen whether domestic consumers will see the level of benefit from 
BETTA that Ofgem has predicted.  The experience of NETA suggests that significant 
price falls may not materialise.  However, there are other factors which must be 
considered “(paragraphs 14 and 15) 

While we accept that the estimates of costs and benefits are uncertain we are firm in our 
conclusion that BETTA represents value for money.  There would have to be a 
considerable increase in the costs and/or decrease in the benefits13 before the project failed 
to show a net financial benefit.  It is also important to recognise that the benefits of BETTA 
go beyond the possible direct effects in terms of lower bills.  BETTA will unify the 
wholesale electricity market in GB, and ensure we have the right conditions in place to help 
us in meeting our renewables targets as set out in the Energy White Paper. 

We are aware of the concerns expressed by witnesses that significant falls in the price of 
wholesale electricity under NETA have not yet been reflected in the prices paid by 
domestic consumers.  We share that concern.  But it is important to note that the price a 
domestic consumer pays for electricity is not dictated by the wholesale price alone.  It is 
also important not to lose sight of the extent to which wholesale trading under the 
Electricity Pool prior to the introduction of NETA delivered poor value for money for 
consumers.  Nevertheless the Government and Ofgem will continue to engage with 
Energywatch on a number of issues including the ‘switch and save’ campaign which is 
aimed at encouraging consumers to switch supplier so as to reduce their electricity bills, 

 
13 Figures are outlined in the RIA published alongside the draft bill and is available at 

www.dti.gov.uk/energy/domestic_markets/electricity_trading/index.shtml 
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although we agree that benefits to domestic customers should not be conditional on 
switching. 

Development of the electricity network 

b) “We agree with the Government’s view that the creation of a GB electricity market 
should lead to a more diverse energy supply and provide greater scope for the 
development of the renewables sector, in line with Government policy.” 

c) “Despite the uncertainty over the size of the financial benefits likely to accrue from 
BETTA, we agree with the Government’s view that the creation of a GB electricity 
market should lead to a more diverse energy supply and provide greater scope for the 
development of the renewables sector, in line with Government policy.” 

We are pleased that the Committee concur with the Government’s assessment.  

We strongly believe that BETTA will lead to a more diverse energy supply by simplifying 
transmission arrangements and giving every generator fair and transparent access to the 
transmission system, and thereby access to suppliers across GB.  

In addition we are confident that BETTA will provide greater scope for the development of 
renewables in a number of ways: 

• First, BETTA will provide access to a much larger market for renewable generators.  
This could be particularly important in Scotland, where the domestic market is 
relatively small and already has significant excess generation capacity. 

• Second, BETTA will provide for a more equitable transmission charging regime, 
such that the costs of network investment are more appropriately and more evenly 
spread across GB.  This effect could be enhanced further if current proposals being 
progressed by NGC to make its connection charging ‘shallower’, i.e. less user-
specific, are rolled out to GB. 

• Third, BETTA is expected to result in a reduction in transmission charges for 
parties located in Scotland and wishing to trade across GB.  Again this could be 
particularly important for Scotland, given the prevailing excess capacity.   

All this will help towards the Government’s renewables targets. 

Trading arrangements and smaller generators 

d) “Ofgem should consult on the issues affecting smaller generators as soon as possible.  It 
is essential that when BETTA is introduced such generators are not faced with obstacles 
to their development of the same magnitude as they encountered with the 
implementation of NETA.” 

Ofgem/DTI will be consulting widely as part of the BETTA process to ascertain the issues 
and concerns that BETTA gives rise to for small generators.  

As the Trade and Industry Committee’s Report points out, recent amendments made 
under NETA and which will be carried forward into BETTA, should help smaller 
generators in particular.  Changes, for example, in the method of calculating imbalance 
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prices have greatly reduced the penalty for being out of balance and should alleviate some 
of the difficulties faced by generators with unpredictable outputs.  Other important 
changes include: 

• The reduction of Gate Closure to 1 hour in July 2002.  This should have allowed 
smaller generators and intermittent generators to better manage their imbalance 
risk and consequently reduce their exposure to imbalance prices; 

• Changes in Consolidation to allow smaller generators to offset their demand 
against a supplier’s meter; 

• Changes in National Grid’s Charging Methodology to allow some embedded 
generators to receive directly the benefit of reducing demand on the high voltage 
transmission system. 

In addition, BETTA is very much designed to extend market opportunities for all 
generators, and ensuring that generators access this larger market on non-discriminatory 
terms.  By creating a single wholesale electricity market and by simplifying the 
transmission arrangements with a single set of rules across GB, the route to market will be 
more accessible, not just for CHP and renewables, but for all types of generators. 
Furthermore, BETTA will: 

• Create a mechanism for ensuring that the costs of any network reinforcement that 
may be required to accommodate additional renewable and CHP generation can 
be allocated in an appropriate manner;    

• Make it easier for consolidators to combine generation in Scotland with generation 
in England & Wales and thereby increase its potential benefits. 

We appreciate the ongoing concerns of industry participants.  We will continue to monitor 
the progress of CHP and renewables under NETA as well as consulting extensively on 
smaller generators under the BETTA process.  The result of this consultation will help 
inform us as to further steps needed to ensure that our targets for renewable energy 
generation, as outlined in the White Paper, are in no way hindered by BETTA.  

Transmission arrangements 

e) “We agree that it will be essential to clearly distinguish the roles of system operator and 
transmission operator and to ensure that NGC in its role of system operator acts 
independently of the company’s interests as a transmission asset owner. From the 
weight of evidence, it may not be necessary to separate the two roles through 
legislation; if properly drafted, the licence conditions and proposed GBSO/TO industry 
Code should be sufficient to achieve the appropriate degree of separation.” 

The BETTA proposals primarily address the potential for discrimination by transmission 
licensees who, in Scotland, have affiliated generation and supply interests.  The proposals 
achieve this through the creation of a GBSO free from generation and supply interests.   

It is, nevertheless, a high priority of the Government and Ofgem to ensure that the GBSO is 
not permitted to carry out its activities in a manner that unduly discriminates against TOs 
under BETTA. 
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There are already clauses which place obligations on the transmission licensees in relation 
to discrimination which it is proposed will continue to apply under BETTA, in the 
provision of use of system (to the GBSO only), the carrying out of connections work (to the 
GBSO and TOs), procurement and use of balancing services (GBSO only), and in the 
preparation of certain documents, such as in preparing and implementing the Grid Code 
(GBSO only).   

In terms of how things will develop under the new circumstances of BETTA there could 
be, at least in principle, the opportunity, and in some instances the incentive for the GBSO 
to unduly discriminate either directly or indirectly in favour of its own affiliated TO.  There 
will need to be practical arrangements in place to ensure, for example, that there can be no 
bias in the provision of information to TOs in respect of new connectees, and no bias in the 
formal offer of connection to connectees.  In addition, we will need to guard against undue 
discrimination in the setting of locational transmission charges, and in respect of the 
GBSO preferentially imposing costs on TOs in order to save its own balancing costs. 

Consequently we agree that there will need to be, as a minimum, an additional licence 
condition that will prohibit the GBSO from discriminating between TOs.  There are also a 
number of other mechanisms open to us to prevent discrimination in practice.  For 
example:   

• Requiring the GBSO not to withhold information that is legitimately required by 
the TO so as to advantage its affiliated TO; 

• New connectees would be able as now to challenge unreasonable terms in the 
connection offer provided by the GBSO, through the Authority (Ofgem); 

• The setting of transmission charges will be, as now, published and open to public 
scrutiny; 

• Incentive arrangements between the GBSO and TOs could be used as a means of 
aligning the interests of the GBSO and TOs so that the GBSO has no motivation to 
unduly impose costs on the independent TOs; 

• The SO-TO Code (STC), which transmission licensees will be required to be 
parties to, will draw the boundaries for activities that will be the responsibility of 
the GBSO and the TO. 

Although these practical mechanisms are still being worked through we believe that a 
mixture of licence conditions, suitable incentive arrangements on the GBSO and the 
advent of the STC, which formalises the relationship between the GBSO and TOs, would 
negate the need for legal, or any other, separation of the SO and TO functions within the 
GBSO. We also believe that the impact of such separation in terms of loss of efficiency 
greatly outweighs the risk of discrimination on the part of the GBSO. 

f) We recognise the need to redefine the statutory obligation on transmission licensees to 
contribute to the development and maintenance of the transmission system, in the light 
of the new role of the GBSO. We feel that the obligation could be defined in stronger 
terms than has been proposed by the Government, and commend the wording 
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proposed by the Electricity Association, to require licensees to co-operate with other 
licence holders of that type to develop and maintain the transmission system. 

The draft Bill was worded to reflect the fact that transmission owners could only be obliged 
to achieve what it was in their power to do under BETTA.  Nevertheless, we are continuing 
to work with Ofgem and Parliamentary Counsel on the wording of Section 9(2) of the 
Electricity Act, taking into account comments from industry participants including the 
Electricity Association.  

Charging regimes and renewable generators 

g) “While we have received evidence of the possible costs of Ofgem’s proposals to refine 
the system for transmission access, the benefits to generators and consumers have not 
yet been demonstrated.  Indeed, it seems that if the proposal was adopted within 
BETTA to cover Scotland, it might present severe obstacles to the Government’s plans 
for the development of the renewables sector, as set out in the recent White Paper.  
Given that the introduction of BETTA is on the horizon, it would be better if Ofgem 
delayed any implementation of its plans for transmission access reform until it was able 
to access the costs and benefits on a GB-wide scale.” 

Ofgem have now extended NGC’s incentives on the same basis up to April 2004, which 
means that when they are reviewed again, it should be on a GB basis.  No firm proposals 
have been brought forward to date for access charging arrangements on a GB basis.  This 
will be subject to extensive consultation before implementation. 

h) “Whether or not the introduction of locational signals within a GB transmission 
charging regime would contravene the EC Renewables Directive, there remains a risk 
that the potential negative impact on the Scottish renewables sector will undermine the 
Government’s objectives for renewable energy as set out in the White paper, and its 
increased financial commitment to the sector. We agree with the view expressed by 
Scottish Power and others that principles governing transmission charging and losses 
should be consistent with the Government’s broader energy policy objectives.” 

We agree that any transmission charging methodology implemented under BETTA should 
be consistent with our policy objectives as outlined in the White Paper.  A consultation 
document on transmission charging under BETTA will be issued shortly. 

i) “A fair and equitable market requires that all participants are treated on the same basis.  
It is contrary to the principles of open competition that generators connected to the 
electricity network at 132 kV in one part of the country and supplying only their local 
network should have to incur costs which are not borne by competitors of similar size 
doing the same thing in another part of the country.  Whether by regulation or 
amendment of the industry codes to exempt small generators from the burden of 
transmission charges, or by other means, an equality of treatment must be established 
among generators connected at 132kV.” 

We agree with the Committee’s assessment that where generators are undertaking the 
same activity, merely in a different part of the country, they should be treated in a non-
discriminatory way.  We also believe that the treatment and definition of a particular piece 
of the network should be based on what that piece of the network is used for.  In Scotland 
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132kV is used for the bulk transfer of electricity and should therefore remain as part of the 
transmission network.  

Governance of NETA and BETTA 

j) “We agree with those witnesses who said that in the interests of regulatory best practice, 
it is desirable for parties to have a formal mechanism of appeal against Ofgem 
decisions.  The Competition Appeal Tribunal would seem to be the appropriate 
appellate body. Where the regulator is exercising his function to create an industry-
wide policy framework, appeals on the merits of the policy would create a mechanism 
for delay and ‘second-guessing’, and such policy decisions would be subject to judicial 
review.  There is, nonetheless, precedent and a good case for those decisions by the 
regulator which bear upon individual companies to be subject to appeal on their merits.  
The draft Bill does not make provision for addressing this issue for both gas and 
electricity. We accept that it would be administratively inconsistent to have an appeals 
mechanism which covered Ofgem decisions in the electricity sector and not decisions 
made by the same regulator in the gas sector, and agree with the DTI that it is better to 
take forward consultation on this issue in such a way as to cover both markets.” 

The Energy White Paper, published in February 2003, contained a commitment for the 
Government to consult on a range of measures to strengthen the transparency and 
accountability of the gas and electricity industry code modification process, including the 
appropriateness of an appeals mechanism.  This consultation is currently underway, and 
closes on 20 June.  Government will publish a conclusions document on the consultation 
as soon as possible after the closing date of the consultation.  We will provide the Trade & 
Industry Select Committee with a copy of the conclusions paper on the consultation 
document. 

Wider regulatory decisions of the Authority (Ofgem) make use of a range of accountability 
mechanisms, and Authority decisions on code modifications are currently open to judicial 
review.  In order to justify taking further measures to improve the transparency and 
accountability of the code modification process, there must be clear and convincing 
evidence that the current process is not functioning as well as it could do. 




