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Summary

National Grid published consultation document ECM 19 — Charging for Large Loss
Response on 11 June 2010. In discussion with the industry since this date, several
parties have requested further information on the analysis undertaken in the
document. To help parties understand the impact of the various approaches,
National Grid has put together a simple spreadsheet calculator that will allow users to
run their own scenarios based on the same assumptions used in the consultation.

b

In addition to this, there are certain areas of the consultation document which merit
further clarification to ensure that interested parties have all the information they
need to make an informed decision on the approaches proposed.

Clarifications
Transmission Spurs

The consultation stated in section 5.8 that National Grid considered that the response
required to cover the risk of a transmission spur should not be apportioned to
generators connected to that spur, as generators had no control over transmission
investment decisions and hence could not manage their exposure. It has been noted
in discussions, however, that generators choosing to connect to such spurs could be
creating additional response costs whilst benefiting from a lower local TNUoS tariff,
and the alternative approach to recovering this cost is insufficiently detailed in the
consultation. For clarity, the alternative approach would be for National Grid to
identify the total risk on each spur on the system so that the connected generators
could be charged for their proportion of the additional cost, as follows.

In the banded commodity charge approach, the spur risk would set which charging
band the generators connected to it were in, and hence which MWh rate they would
pay. For example, if four 300MW generators were connected to a single spur, there
would be a 4 x 300 = 1200MW risk to cover. Ordinarily, the 300MW generators
would have a banding term of 0 (from Table 4) and therefore pay nothing, however in
this case they would fall within the 900-1200MW band and hence would have a
banding term of 1.38.

In the capacity charge approach, the spur risk would be used in the calculation to
arrive at a total charge for the spur, which would then be split amongst the connected
generators in proportion to their individual loss risks. For example, if two 300MW and
two 450MW generators were connected to a single spur, the loss risk of (2 x 300) +
(2 x 450) = 1500MW would be used to calculate a charge using the formula in 5.8.2.
This would then be split between the four users, with two paying 300/1500 x the
charge and two paying 450/1500 x the charge.

National Grid welcomes comments on both the above approaches.
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Data

		

				Example Charge Calculator										Commodity Charge		Banded Commodity Charge								Capacity Charge						Individual Unit Costs

				Total Loss Risk (MW)		No. of Units		Total Capacity (MW)		MWh Req. for Peak 38000MW Demand Level		Estimated Number of Gens Running		Commodity Charge		Banded Unit Cost £/MWh		Banded Charge		Uplifted Banded Unit Cost £/MWh		Uplifted Banded Charge		Risk RequirementMW		Sum of Req.s MW		Capacity Charge		Commodity		Capacity		Banded

				1800		1		1800		43200		1.0		£   18,550		$   0.77		$   33,389.39		$   0.94		$   40,815.86		1,420		1,420		$   67,902.43		£   18,550		£   67,902		$   40,815.86

				1500		1		1500		36000		1.0		£   15,458		$   0.69		$   24,732.88		$   0.86		$   30,921.60		1,120		1,120		$   53,556.84		£   15,458		£   53,557		$   30,921.60

				700		4		2800		25360		1.5		£   10,889		$   0.52		$   13,067.14		$   0.69		$   17,426.73		320		483		$   23,098.55		£   7,214		£   15,302		$   11,544.58

				650		15		9750		88307		5.7		£   37,918		$   0.52		$   45,501.65		$   0.69		$   60,682.35		270		1,528		$   73,085.25		£   6,698		£   12,911		$   10,719.97

				600		9		5400		48908		3.4		£   21,001		$   0.52		$   25,200.91		$   0.69		$   33,608.69		220		747		$   35,730.57		£   6,183		£   10,520		$   9,895.35

				550		17		9350		84684		6.4		£   36,362		$   0.46		$   38,544.17		$   0.63		$   53,102.08		170		1,091		$   52,152.19		£   5,668		£   8,129		$   8,277.23

				500		32		16000		144914		12.1		£   62,224		$   0.46		$   65,957.94		$   0.63		$   90,869.86		120		1,449		$   69,295.64		£   5,153		£   5,738		$   7,524.75

				450		11		4950		44833		4.2		£   19,251		$   0.46		$   20,405.74		$   0.63		$   28,112.86		70		291		$   13,895.22		£   4,637		£   3,347		$   6,772.28

				400		8		3200		28983		3.0		£   12,445		$   0.46		$   13,191.59		$   0.63		$   18,173.97		20		60		$   2,887.32		£   4,122		£   956		$   6,019.80

				350		9		3150		28530		3.4		£   12,250		$   0.46		$   12,985.47		$   0.63		$   17,890.00		-   30		- 0		$   - 0		£   3,607		£   - 0		$   5,267.33

				300		37		11100		100534		14.0		£   43,168		$   - 0		$   - 0		$   - 0		$   - 0		-   80		- 0		$   - 0		£   3,092		£   - 0		$   - 0

				250		26		6500		58871		9.8		£   25,279		$   - 0		$   - 0		$   - 0		$   - 0		-   130		- 0		$   - 0		£   2,576		£   - 0		$   - 0

				200		22		4400		39851		8.3		£   17,112		$   - 0		$   - 0		$   - 0		$   - 0		-   180		- 0		$   - 0		£   2,061		£   - 0		$   - 0

				150		33		4950		44833		12.5		£   19,251		$   - 0		$   - 0		$   - 0		$   - 0		-   230		- 0		$   - 0		£   1,546		£   - 0		$   - 0

				100		30		3000		27171		11.3		£   11,667		$   - 0		$   - 0		$   - 0		$   - 0		-   280		- 0		$   - 0		£   1,031		£   - 0		$   - 0

				50		148		7400		67023		55.9		£   28,779		$   - 0		$   - 0		$   - 0		$   - 0		-   330		- 0		$   - 0		£   515		£   - 0		$   - 0

												Total:		£   391,604				£   292,977				£   391,604				8,189		£   391,604

												Discrepancy:		£   - 0				£   98,627				£   - 0						£   - 0

												Uplift (£/MWh):		$   - 0				$   0.17				$   - 0						$   - 0

						Demand < 1320MW		832800		MWh

						Commodity Charge		$   0.43		/MWh

				Assumptions

						Demand		912000		MWh

						Daily Response Cost		£   391,604

				This spreadsheet is provided to assist users in running their own scenarios on response costs based on possible methodologies set out in ECM19, and is not intended to be a guarantee of the final costs that users may incur.
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Adam Sims:
Value is set as 100%, other generators scaled back.

Adam Sims:
Value is set as 100%, other generators scaled back.

Adam Sims:
This calculates the remaining demand to scale back the non-100% generators

Adam Sims:
This row checks to ensure 100% cost recovery

Adam Sims:
This row provides the Recovery Term, if required

Adam Sims:
This is calculated by dividing the total response cost by the daily demand

Adam Sims:
Consultation reference paragraph 5.8.1

Adam Sims:
Consultation reference paragraph 5.8.3

Adam Sims:
Consultation reference paragraph 5.8.2

Adam Sims:
Note that this is for a single loss risk;  for transmission spurs with multiple generation risks the charge may be split as discussed in the consultation.

Adam Sims:
This cost is just for generation, it is assumed that demand picks up an equal amount.

Recovery

Size of Generator (MW)

Total Daily Cost Recovered

Cumulative Daily Cost Recovery Using Commodity Charge

18549.6631578947

15458.0526315789

10889.2832603532

37918.0399244441

21000.7605735382

36362.4280301079

62224.4757734467

19250.6971924101

12444.8951546893

12250.4436678973

43168.2300678286

25278.6932829627

17111.7308376978

19250.6971924101

11667.0892075212

28778.8200452191
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Recovery

Size of Generator (MW)

Total Daily Cost Recovered

Cumulative Daily Cost Recovery Using Banded Commodity Charge

40815.8558121832

30921.6026505036

17426.7258006108

60682.348769984

33608.6854726065

53102.0765885388

90869.863680922

28112.8640762852

18173.9727361844

17890.0044121815

0

0

0

0

0

0



Capacity Chart
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Size of Generator (MW)

Total Daily Cost Recovered

Cumulative Daily Cost Recovery Using Capacity Charge

67902.4274194834

53556.844161846

23098.547252899

73085.2471673758

35730.5652818282

52152.1887194361

69295.6417586971

13895.2198318221

2887.3184066124

0

0

0

0

0

0

0
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Definition of Loss Risk

The formula for calculating required response in section 5.1 may not adequately
define the LossRisk term. For clarity, this is the size in MW of an individual
generator’s infeed loss in a balancing period. In general this will be the BM Unit
Metered Volume as defined in the BSC, except in those cases where National Grid
considers that there is a credible single loss risk that would affect multiple BMUSs, e.g.
where multiple BMUs are fed by a single energy source. In the capacity charging
calculations in section 5.8.2, LossRisk; can be either the highest or the average of an
individual generator’s infeed loss within a day. The example analysis in section 5.9
assumes a flat demand profile, and hence would be the same for either case.
National Grid welcomes comments on the merits of both approaches.

Cost Recovery

In the analysis undertaken by National Grid, a total daily response cost for generation
of £391,604 has been used, and it is assumed that demand users would pick up an
equal amount.

Capacity Charge

The Recovery Term included in the formula is a correction in case of a divergence
between the cost incurred and the cost recovered, and would be zero in the majority
of situations.

Banded Commodity Charge

For clarity, this option would band generators by their TEC in MW, but would charge
on a MWh basis using different rates depending on the band that the generator was
in.

Correction

There is a typographical error in section 5.3, where the estimated circuit saving
should be 15km not 10km. This does not change the result of the analysis.
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Responses to the Consultation

In order to allow parties to fully consider these clarifications when making their
responses, National Grid has extended the deadline from Friday 9" July to Friday
23" July 2010. All responses will be published on National Grid’s charging website
unless clearly marked confidential.

If you wish to provide comments on this consultation document, responses are
preferred via email to: adam.sims@uk.ngrid.com.

Alternatively, parties can send their comments in writing, addressed to:

Adam Sims

Regulatory Frameworks, Floor B3
Transmission Commercial
National Grid House

Warwick Technology Park
Gallows Hill

Warwick

CV34 6DA

If you have further queries, please contact Adam Sims on 01926 655292.
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