Estimate of Materiality of DNO Restriction on instruction to 0 Mvar:
Based on the SYS in Scotland by 2011/12 there will be approximately:
750MW of embedded capacity below 48MW, and 
1000MW of embedded capacity above 48MW (the current limit for obligatory MSA),

TOTAL – 1750MW
The reactive output from a sample of five large embedded generators with a total capacity of 250MW from the period August 2007 - August 2008, gives a total reactive absorption of 75,000 Mvar.

Based on a reactive price of £4/MVAhr this would give a total cost of £300,000 for the year.
If this is scaled up for the estimated 1750MW by 2011/12 it would equate to £2.1m for the year (this would be reduced to £0.42m based on a 20% payment). 
If this is scaled up for the estimated 1000M of generators above 48MW by 2011/12 it would equate to £1.2m for the year (this would be reduced to £0.24m based on a 20% payment).
The current budget for reactive power is £63m for 2008/09.
Assumptions used:

· Focus only on Scottish Distribution networks 
· Embedded capacity will be in line with the SYS forecast
· All large embedded generation in Scotland will be subject to such restrictions

· £/MVAhr cost prediction of £4/MVAhr
· Reactive absorption in line with a sample of 5 existing embedded generators (including a scaled load factor of 33% for those commissioning)
· Reactive power budget remains at the same level as the 2008/09 forecast

Rationale for Raising Amendment:

The connection of large generators to distribution networks can create high voltage within the distribution network.  This can be avoided by system reinforcement within the distribution network.  However, in lieu of system reinforcement, especially in less robust parts of the network, often a condition of connection is placed on embedded generators to absorb reactive power in order to balance the voltage increase which their connection causes.  Under such restrictions National Grid would be unable to instruct the embedded generator to reduce output to 0 Mvar.
In this context the 20% payment for a restricted reactive power service would appear preferable to the alternative of a restriction on generating output or requirement for system reinforcement.  This 20% payment recognises the Grid Code requirement and dynamic benefit from the embedded generator, whilst also compensating for the fact that National Grid is unable to make use of the full reactive power service.  Thereby ensuring that the system is operated and managed in the most economic and efficient manner.
National Grid would consider an additional £2.1m (and indeed £1.2m) cost for a reactive power service that is not able to be utilised for Transmission system operational requirements to be material in warranting a reduction in payment.  This forecast could be predicted to increase as additional embedded generation connects in subsequent years.  
