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Charging arrangements associated with methodologies for determination of NTS entry and exit capacity prices 
Comments by Association of Electricity Producers

03 April 2007 
The Association of Electricity Producers (AEP) is the UK trade association representing electricity generators.  It has some 90 members ranging from small firms to large, well-known PLCs.  Between them they represent at least 90 per cent of the transmission connected generating capacity and they embrace nearly every generating technology used in the UK.  Many member companies have interests in the production and development of renewable energy where the government has set ambitious targets for development over the next decades.
The Association welcomes the opportunity to comment on this impact assessment. 

The Association supports the introduction of the transportation model, on the basis that we believe it will in general result on more cost reflective charges than the current TRANSCOST model. The issues of simplicity, transparency and repeatability are also important considerations that promote efficiency and favour the transportation model for use in a competitive market context.     

The transportation model excludes spare capacity, which is often transitory in nature but could be argued may give rise to underutilised assets, the costs of which are bourne by all customers. However if spare capacity were included then this could give rise to unstable charges over time. Whilst the total allowed revenue remains constant there would be winners and losers often depending on historical connection decision rather than forward looking ones. On balance we would favour stability in charges and the exclusion of spare capacity. 

The transportation model includes backhaul benefits, we consider this is important for generating the appropriate locational variation in prices that will influence future investment decisions. It also seems intuitively correct that exit charges should be low close to entry points.    

We therefore consider that introducing the transportation model for the derivation of entry and exit charges is consistent with the relevant objectives in NG’s licence. 
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