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WWF-UK’s Full Response to HM Government and Ofgem E-Serve consultation “Offshore Electricity Transmission: Further consultation on the Enduring Regulatory Regime” (24 September 2010)

WWF-UK welcomes the opportunity to respond to the latest Offshore Electricity Transmission regime consultation.  This response follows WWF-UK’s early response to the consultation submitted on 9 September 2010. 

The key questions that WWF-UK wishes to deal with in this response are questions 6.1 and 6.2, regarding the facilitation of co-ordinated offshore development. 

Executive Summary

WWF-UK does not believe that Ofgem’s and DECC’s existing proposals will create sufficient opportunities for the co-ordinated development of the UK’s offshore transmission infrastructure.  In particular, our fundamental concern is that the creation of a co-ordinated offshore transmission network is currently placed at the periphery of the design of the enduring OFTO regime, as opposed to being placed at the very core of the regime.  We are of the view that this is damaging and could result in a missed opportunity for the UK. The creation of a well designed integrated offshore transmission network has the potential of reducing substantial cost to consumers by minimising the amount of infrastructure that needs to be built, speeding up the delivery of the UK’s 2020 renewable energy targets, reducing the impact of the offshore transmission infrastructure on the marine environment and helping form the basis of a European Grid network that could help the NETSO manage variability issues on the transmission system.

1. The current proposals rely too heavily on generators to make strategic infrastructure choices

Contrary to what is stated at paragraphs 6.18 and 6.26 of the consultation, WWF-UK does not believe that, under the current proposals for the enduring regime, “generators have a strong incentive to (…) look to secure any benefits of adopting a co-ordinated approach.” 

Generator Build Option

Whilst under the generator build option, generators would be able to recover costs that were efficiently incurred in building an offshore transmission line, this is only likely to extend in practice to a generator making sure that it negotiates competitive prices for procuring the design and construction of the offshore transmission infrastructure that will link its offshore wind farm to the onshore grid.  It is very unlikely in practice that this requirement will result in generators taking a system-wide approach and deciding how best to optimise and co-ordinate the building of new offshore transmission infrastructure with other generators.  Such a co-ordination role is more akin to a licensee with system-wide obligations and goes well beyond the commercial interests of generators.

Early / Late OFTO models

Similar concerns apply to the situation with the early and late OFTO models.  Under these models, generators are given the responsibility of triggering the OFTO process ahead of the cables being built.  Again, generators are unlikely to tender for transmission assets other than those that will directly connect their wind farm to the onshore grid and are unlikely to take a system-wide approach in deciding how to tender for the building of offshore transmission assets.  In particular, it is very unlikely in practice that generators will be tendering for the building of offshore transmission lines between different wind farms (which would be an integral part of designing a co-ordinated offshore network), when this would only be in the interest of some generators and not others.

Summary

Therefore, WWF-UK is concerned that too much reliance is being placed on generators under current proposals to make strategic choices that they are very unlikely to make in practice.  In particular, if the UK is to put in place an efficiently co-ordinated offshore transmission system with the advantages set out above, we do not believe that generators are best placed to (i) build offshore transmission assets under the generator build option or (ii) to trigger the OFTO tender process under the early and late OFTO models.

2. What a co-ordinated offshore transmission infrastructure would involve

There are various references in the consultation document about how a co-ordinated development would deliver additional offshore transmission infrastructure (such as cables between wind farms).  Whilst we agree with this, this does not provide the full picture of what a co-ordinated offshore transmission system would involve.  An efficiently designed co-ordinated approach should also involve the building of fewer but higher capacity offshore transmission cables, so that one cable could essentially link a cluster of offshore wind farms to the onshore grid, thus reducing the number of offshore cables that would need to be laid on the seabed and reducing the number of connection substations to be built onshore.

In addition, we agree with DECC and Ofgem at paragraph 6.4 that “co-ordinated network development requires a framework which allows the transmission network to develop efficiently and which allows economies of scale to be realised, without exposing consumers to unnecessary costs or risks.”  However, crucially, we think that a co-ordinated network development should also involve considering options that could reduce the impact of offshore infrastructure on the marine environment, which a well-designed co-ordinated network should be able to deliver by requiring the building of fewer offshore cables and siting them in the most appropriate locations to reduce potential conflict with other marine interests and avoiding sensitive marine habitats.
3. What are the specific benefits that a co-ordinated offshore transmission infrastructure could provide? 
Building on the previous points made above, we set out below what we see as the key benefits that a co-ordinated offshore transmission network could provide.  As part of this, we have used the findings of an initial study conducted by National Grid on the benefits of an integrated offshore solution, which is attached to this response.  Whilst we appreciate that this is just one study, we believe that its initial findings should be taken seriously by DECC and Ofgem and that further research into the potential benefits of a co-ordinated offshore transmission network and how such benefits could be maximised should be conducted by DECC and Ofgem as a matter of urgency.

Delivering on the UK’s renewable energy targets for 2020 and beyond

One of the key advantages of a co-ordinated offshore transmission network is that it has the potential to substantially reduce the amount of infrastructure that needs to be built to connect the UK’s future offshore wind farms (as well as future wave and tidal projects) to the onshore transmission system.

National Grid estimates in its study that putting in place an integrated offshore transmission network would require approximately 20% less offshore assets than a radial / point-to-point solution (both in terms of a reduced number of offshore transmission cables but also in terms of the number of offshore platforms required).  In addition, National Grid also estimates that the amount of onshore infrastructure will also be reduced, by about 75% in terms of new onshore lines.

If fewer assets need to be built to connect the UK’s future offshore renewable projects, then this has the potential to help speed up the construction of the offshore transmission network and to give the UK a better chance of meeting its renewable energy targets for 2020 (and beyond) in a timely manner.  In addition, if a strategic approach to building a co-ordinated offshore transmission network can help reduce the amount of transmission infrastructure that needs to be built, this will help speed up the planning approval process for that infrastructure (in particular due to the reduced number of onshore assets required), thus providing a further overall time saving opportunity.

Potential cost saving opportunity

As a result of the reduced amount of infrastructure that an integrated offshore solution entails, such a solution also has the advantage that it can help deliver substantial savings for UK consumers.  National Grid estimates in its study that the investment cost savings that a co-ordinated offshore network could offer compared to a radial solution could reduce cost for consumers by about 25%.  We understand that this estimate does not take into account potential additional savings that could be made as a result of the reduced maintenance costs that building fewer assets entails and by reduced planning approval costs.  

Ensuring continued public support and public acceptability of low-carbon policies is key if the UK is to meet its objectives in terms of decarbonisation of the power sector by 2030 and its emission reduction objectives under the carbon budgets.  Given that Ofgem estimates in its Corporate Strategy Plan for 2010-2015, that increasing investment in the Government’s low-carbon policies will mean that their impacts will represent roughly 2/5th of consumers’ energy bills going forward
, any solution that can deliver substantial cost savings for consumers whilst empowering the UK to meet its low-carbon objectives in a timely manner should be considered seriously.   

Reduced Impact on the marine environment

The marine environment is under increasing pressure from multiple activities. In order to meet the UK’s renewable energy targets, offshore energy infrastructure has an important contribution to make to our targets. A co-ordinated offshore transmission network has the potential to support the achievement of these targets whilst minimising the impacts on marine habitats and species.  Given the reduced amount of offshore infrastructure that would be required under a well designed and co-ordinated offshore transmission model, such a model has the potential to reduce the impacts of cabling, drilling (noise), offshore and onshore infrastructure on the marine and coastal environment.  In particular, a reduced amount of offshore infrastructure in the order of 20% will reduce the impact of offshore transmission infrastructure on the seabed both during construction and its longer term presence.  In addition, the installation of a smaller amount of infrastructure is also likely to reduce the amount of shipping activity taking place in coastal areas to install offshore transmission equipment, which also has the potential to reduce the disturbance of marine life. 

Under the UK Marine and Coastal Access Act 2009, consenting of offshore transmission infrastructure will now need to be considered by the Marine Management Organisation (in England) and equivalent devolved administrations.  Future development in the marine environment must be consented in the context of the new marine planning and licensing systems.  In particular, the strategic scoping exercise currently being led by the MMO will provide useful information to inform the appropriate location of proposed transmission infrastructure.  This reinforces the need to take a strategic approach when developing the offshore transmission network in order to avoid conflict and minimise disruption to the marine environment.

Potential to form the basis of a wider European grid

The added advantage of developing a co-ordinated offshore transmission network in the UK is that it could also help form the basis for further interconnection with European grids.  This matters for the following 2 key reasons:

- as clearly demonstrated by the Offshore Valuation Report
, a sustainable use of the UK’s offshore renewable resource has the potential to deliver a substantial amount of the UK’s electricity needs going forward;

- as also shown by the recent Roadmap 2050
 published by the European Climate Foundation, deeper integration of the different European transmission systems is the cheapest and most efficient way of dealing with the variable nature of the forms of renewable energy that the UK will need to depend on heavily to meet its power sector decarbonisation and emission reduction objectives.

Making the development of a co-ordinated offshore transmission system with the flexibility to integrate future interconnectors a key priority of the OFTO regime therefore makes complete sense, given the UK’s low-carbon objectives.    

4. Conclusion 
WWF-UK therefore believes that the development of an integrated offshore network should be placed at the centre of the design of the enduring OFTO regime, given its potential to accelerate the building of the required offshore transmission infrastructure to meet the UK’s renewable energy targets, reduce the costs ultimately borne by consumers, reduce the impact of offshore infrastructure on the marine environment and its potential to form the basis for a more integrated European grid network. 

Our fundamental concern is that the current proposed regime is not designed to deliver this and we believe that the current proposals are insufficient to deliver an efficiently co-ordinated offshore transmission network.  This is in particular the case, given the over-reliance placed on generators to make strategic network design choices, both in terms of their ability to build the cables under the generator build option and their central role in triggering the OFTO tendering process under the early and late OFTO models.  Such a strategic role should be played by an impartial licensee who could genuinely have a system-wide approach in deciding how and where offshore transmission infrastructure could be most efficiently built for the benefit of the UK’s overall transmission system.

� Ofgem Corporate Strategy Plan 2010-2015, paragraph 1.15 


� “The Offshore Valuation Report: A valuation of the UK’s offshore renewable energy resource”, July 2010, � HYPERLINK "http://www.offshorevaluation.org/" �http://www.offshorevaluation.org/�


� � HYPERLINK "http://www.roadmap2050.eu/downloads" ��http://www.roadmap2050.eu/downloads�
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