High Level Explanation of Capacity 


NTS Entry Capacity

Users require NTS Entry Capacity in order to bring gas into the National Transmission System (NTS) via Aggregated System Entry Points (ASEPs). NTS Entry Capacity provides the daily right to flow gas into the system up to a deemed 1/24th flow rate. If, over the course of a Gas Day, a User brings gas into the NTS through an ASEP in excess of their daily NTS Entry Capacity entitlement at the ASEP, then they will be subject to a NTS Entry Overrun Charge.

NTS Entry Capacity can be either a Firm (guaranteed right) or Interruptible (rights may be curtailed) product. Firm NTS Entry Capacity is made available in quarterly, monthly or daily strips via a suite of reserve price long and short term auctions: 
Quarterly System Entry Capacity (QSEC)
Held annually (March) and Firm NTS Entry Capacity is made available in quarterly strips from October Y+ 2 through to September Y+16 (where Y = current Gas Year) and Users bid at pre defined price steps.

Users may provide investment signals through the QSEC, which subject to an economic test, may increase the levels of Firm NTS Entry Capacity that National Grid NTS are obliged to release at the relevant ASEP on an enduring basis. Alternatively National Grid NTS may substitute unsold Firm NTS Entry Capacity at one ASEP in order to wholly or partially satisfy an investment signal at another ASEP.
The complexity of the QSEC process, and in particular the rules around substitution and the triggering of investment, necessitate Methodology Statements which are produced by National Grid NTS. These methodology statements can be found via the following link:

http://www.nationalgrid.com/uk/Gas/Charges/statements/
Annual Monthly System Entry Capacity (AMSEC)
Held annually (February) and Firm NTS Entry Capacity is made available in monthly strips from April Y through to September Y+1. The AMSEC is a “pay as bid” auction and subject to a minimum reserve price.

Rolling Monthly Trade and Transfer System Entry Capacity (RMTnTSEC)
Held monthly and Firm NTS Entry Capacity is made available as a monthly strip for M+1 (where M = current month). The RMTnTSEC auction is a “pay as bid” auction and subject to a minimum reserve price.

There is also a Trade (Users can surrender capacity for another User to acquire) and Transfer (capacity maybe transferred from one ASEP to another) aspect to this auction the complexity of which necessitates a Trade and Transfer Methodology statement which can also be found via the aforementioned link.

Day ahead (DADSEC)

Held daily and Firm NTS Entry Capacity is made available as a daily strip at the day ahead stage (at set times).
The DADSEC is a “pay as bid” auction and subject to a minimum reserve price.

Within day (WDDSEC)
Held daily and Firm NTS Entry Capacity is made available at various times within day.

The WDDSEC is a “pay as bid” auction and subject to a zero reserve price.

National Grid NTS also have an option to hold additional discretionary auctions (DRSEC) to make Firm NTS Entry Capacity available in response to User demand.

The obligations, regarding the quantities of Firm NTS Entry Capacity National Grid NTS must make available to Users through all auctions, are detailed under the Gas Transporters Licence in respect of the National Transmission System.

Interruptible NTS Entry Capacity 
Interruptible NTS Entry Capacity is made available through the Day Ahead Interruptible (DISEC) auction. The quantities made available are primarily based on historic levels of unutilised Firm NTS Entry Capacity, however National Grid NTS have discretion to release over and above these levels.

Secondary Entry Capacity Trading
Users can trade entry capacity at an Entry point to another User at the same point. A Bulletin Board provides the facility to advertise or view all posted entry capacity bids or offers on the market. The deals are executed outside of Gemini and only registered on Gemini. The Selling User is required to register details on Gemini and the Buying shipper either confirms acceptance or rejects the trade. Trades must be confirmed by the Buying shipper within an hour of the trade being registered or the trade will be ‘Timed Out’. If National Grid does not reject within 60 minutes of the trade being registered then the trade is deemed approved. The trade can be notified up to 04.00 D. National Grid can reject a trade if the trade takes a User into a negative position. Trades cannot be placed historically but can be placed as far in advance as the user wishes. Liability remains with the original User. 
As detailed in UNC TPD B5
Constraint Management

Where an NTS Entry Capacity constraint is forecast, National Grid NTS have a suite of tools available including the option to curtail Users Interruptible NTS Entry Capacity. Additionally National Grid NTS may also invite Users to offer their Firm NTS Entry Capacity rights back to National Grid NTS through either a daily auction mechanism or longer term Option or Forward contracts, this is commonly known as a buy back.

Specific detail regarding the NTS Entry Capacity regime can be found under UNC TPD B2 (http://www.gasgovernance.co.uk/code).

NTS Exit (Flat) Capacity

Users require NTS Exit (Flat) Capacity in order to offtake gas from the National Transmission System (NTS) at specific NTS Exit Points.  NTS Exit (Flat) Capacity provides the right to offtake gas from the NTS up to a deemed 1/24th flow rate. If, over the course of a Gas Day, a User offtakes gas from the NTS at an NTS Exit Point in excess of their daily NTS Exit (Flat) Capacity, then they may be subject to a NTS Exit (Flat) Overrun Charge.

National Grid NTS makes available NTS Exit (Flat) Capacity at NTS Exit Point level in accordance with its Gas Transporter Licence in respect of the NTS and the Unified Network Code. 

Transitional Arrangements

Under the transitional arrangements for Capacity made available up to and including September 30th 2012 only, Shippers are allocated NTS Exit (Flat) Capacity rights according to their requirements through a supply point administration (SPA) process (broadly, a Shipper nominates against a site, National Grid NTS provides an offer and the Shipper confirms the offer), as such there is no auction process. Capacity is allocated on an ‘evergreen basis’ to Shippers following their registration and no renewal process is required. For Daily metered and non daily metered sites NTS Exit (Flat) Capacity is booked monthly by National Grid NTS on behalf of the Shipper, based on the Shipper’s firm nominated Supply Point Offtake Quantity (SOQ). Shippers can only hold NTS Exit (Flat) Capacity in respect of any NTS Exit Point for the duration that it is the ‘Registered User’ for that supply point. 

Variations to this process exist for particular NTS Exit Points as follows:

· Connected System Exit Points (CSEPs)

Firm Capacity is booked annually by shippers directly in Gemini, capacity is based on SOQ and can be traded between shippers.

· Interconnectors 

Firm Capacity is booked annually by National Grid NTS upon Shipper request. A Sub CSEP capacity certificate is required from the Downstream Capacity Holder (DCH). Capacity can be traded between shippers or transferred. 

A shipper may chose to supply gas to a site on an interruptible basis, if this is the case then no NTS Exit (Flat) Capacity is required and the supply of gas to the NTS Exit Point is subject to curtailment.

Enduring arrangements

From 1 April 2009 Enduring NTS Exit Capacity arrangements were introduced with respect to the rules of release and curtailment of NTS Exit (Flat) Capacity for use from the 1st of October 2012 onwards. The Enduring arrangements apply to those Users who wish to offtake at sites directly connected to the NTS and the Distribution Network Operators at the NTS/LDZ Offtakes.

As part of these arrangements a suite of release mechanisms (applications and auctions) have been introduced, in addition to a suite of NTS Exit constraint management tools. Firm NTS Exit (Flat) Capacity (guaranteed right) is a daily product and is made available as either an evergreen right or for specific periods in bundles of years or days to Users. Off-peak NTS Exit (Flat) Capacity (rights may be curtailed) is a daily product and made available to Users at the day ahead stage. 

The various release mechanisms are as follows:

Application Processes:

· Long Term

· Enduring Annual NTS Exit (Flat) Capacity (Firm Evergreen rights) is made available for Users to apply for at, a set indicative price, within the July Annual Application Window from Y+4, Y+5 or Y+6 (where Y is the current Gas Year) or via an Ad-hoc process (may be held between October Y and June Y+1)  

· Users may also reduce their Enduring Firm NTS Exit (Flat) Capacity in the Annual Application Window subject to rules around User commitment

· Investment signals may be triggered through these processes and National Grid NTS produce an Exit Capacity Release Methodology Statement and this can be found via the following link:

http://www.nationalgrid.com/uk/Gas/Charges/statements/
· Developers may also reserve Enduring Annual NTS Exit (Flat) Capacity, for subsequent allocation to a User, via an Advanced Reservation of Capacity Agreement (ARCA).

· Medium Term

· Annual NTS Exit (Flat) Capacity (Firm rights for a specific period) is also made available for Users to apply for, at a set indicative price, within the July Annual Application Window for the specific periods Y+1, Y+2 and/or Y+3 (where Y is the current Gas Year).
Auction Processes (from 30th of September 2012 onwards)

· Short Term

· Day Ahead - Held at 15:00 hrs at the day ahead stage and makes Daily Firm NTS Exit (Flat) Capacity available for Users to bid for, subject to a minimum reserve price. This is a “pay as bid” auction. 

· Within Day – Held at 08:00 hrs, 14:00 hrs,  18:00 hrs , 22:00 hrs and 01:00 hrs within day and makes Daily Firm NTS Exit (Flat) Capacity available for Users to bid for, subject to a minimum reserve price. This is a “pay as bid” auction. 

· National Grid NTS also has an option to hold additional within day discretionary auctions subject to a 1 hour notice period.

Additionally, Daily Off-Peak NTS Exit (Flat) Capacity may be booked through a short term auction:

· Day Ahead – held at 15:00 hrs at the day ahead stage and makes Daily Off-Peak Daily NTS Exit (Flat) Capacity available for Users to bid for, subject to a minimum reserve price. This is a “pay as bid” auction. The quantities of Off-Peak Daily NTS Exit (Flat) Capacity made available are based on various factors including, but not limited to, the historic levels of unutilised Firm NTS Exit (Flat) Capacity. 

Exit Capacity Transfers
From the 1 October 2012 Users will be able to transfer exit capacity. System functionality to facilitate this will be introduced prior to 1 October 2012 however only exit capacity held from 1 October 2012 onwards can be transferred. A Bulletin Board will provide the facility to advertise or view all posted exit capacity bids or offers on the market. The deals will be executed outside of Gemini and only registered on Gemini.
Users can transfer firm capacity at an NTS exit point to another User at the same point. Both the Transferee User and Transferor User must notify the capacity transfer to National Grid. The transfer can be done up to 04.00 D. National Grid can reject if the transfer takes a User into a negative position. If National Grid does not reject within 60 minutes then the transfer is deemed to be accepted and the User’s holdings are adjusted accordingly. The liability remains with the original User who bought the capacity from National Grid.
As detailed in the UNC TPD B5
Exit Capacity Assignment
From the 1 October 2012 Users can assign all of their capacity at an NTS exit point to another User at the same point. The User must notify National Grid no later than 5 days prior to the assignment. Both users must match the assignment. An assignment is deemed to be approved if either it is approved by National Grid or if National Grid does not approve the assignment within 4 days.  The Users holdings are adjusted accordingly. The User being assigned the rights becomes liable for all payments and obligations. As detailed in the UNC TPD B6.
Constraint Management
Where an NTS Exit Capacity constraint is forecast for the enduring period, National Grid NTS have a suite of tools available including the option to curtail Users Daily Off-peak NTS Exit (Flat) Capacity. Additionally National Grid NTS may also invite Users to offer their Daily Firm NTS Exit (Flat) Capacity rights back to National Grid NTS through either a daily auction mechanism or longer term Option or Forward contracts, this is commonly known as a buy back of capacity.

Specific detail regarding the Enduring regime can be found under UNC TPD B3 (http://www.gasgovernance.co.uk/code).
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