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Dear Tim, 
 
Re: Modification Proposals 0195/0195A: “Introduction of Enduring NTS Exit Capacity 
Arrangements” 
 

1E.ON UK believes that either of the Modification Proposals 0195  and 0195A could better facilitate 
the applicable objectives, although of the two 0195A best facilitates the relevant objectives by 
ensuring the full release of ‘spare’ NTS exit capacity.   In relation to the complete set of enduring 
offtake proposals to be considered by Ofgem, E.ON UK supports implementation of Modification 
Proposal 01951, 0195A or 0116A but does not support implementation of 0116V, 0116VD, 0116BV 
or 0116CVV.   
 
Amongst these proposals, we would rank them in the following merit order (most merit first): 0116A, 
0195A, 0195, 0116CVV, 0116BV, 0116VD and 0116V.  This means that of the proposals that E.ON 
UK does not support Modification Proposal 0116CVV is considered to be the least worst and 
Modification Proposal 0116V is the worst.    
 
A UNC Review Group 0166 was set up by the industry to consider the next steps following the 
Competition Commission Appeal Decision on 0116V and 0116A.   Following much detailed work by 
the group two new proposals 0195 and 0195A were brought forward by shippers.   Each of these 
proposals is intended to offer a compromise between the “reform is unnecessary” position of the 
vast majority of the industry (represented by 0116A) and Ofgem’s “requirement for fundamental 
change” position represented NGG’s proposal 0116V.  Of these two new proposals we consider 
0195A best deals with the concerns of the Competition Commission in relation to “the use of the 
network on days where there is spare capacity on the NTS” and that “this is contingent on release 
of interruptible capacity.”    
 
Furthermore (provided the reserve price is set to zero) the allocation mechanism for release of Off-
Peak NTS Exit (Flat) Capacity, combined with the mandatory application for Enduring NTS Exit 

                                                           
1 E.ON UK plc  E.ON UK’s conclusion is based on the findings of the Competition Commission in relation  to ‘beneficial’ 
elements of 0116V that form part of 0195 (and 0195A) such as 4 year user commitments plus the added Registered in 
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benefit of zonal linepack information.  The failure to establish a transparent, robust, predictable release  
mechanism under 0195 (and indeed 0116V, 0116VD 0116BV or 0116CVV) for interruptible capacity is 
however a fundamental weakness. 
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(Flat) Capacity should overruns occur is more likely to result in charges that are fair and broadly 
reflective of the costs different users place on the system according to their different patterns of 
usage.   In addition NGG’s effective ‘standing offer’ for Off-Peak NTS Exit (Flat) Capacity under 
0195A for each day that the GB system demand is forecast to be less than 80% of the 1 in 20 peak 
day means that unlike 0195, 0116V, 0116VD, 0116BV or 0116CVV, 0195A can be viewed as 
compliant with Transmission Access Regulation 1775 (which requires long-term interruptible 
services to be offered for period of at least 1 year).  [Relevant Objective (d) and European Law, 0195A] 
 
Proposal 0195A will meet the needs of particular classes of users such as storage, and 
inteconnectors with import as well as export capability as these will be delivering into the system 
rather than offtaking form the system on peak days.      Indeed this pattern of flow may in fact be 
releasing (‘creating’) temporal capacity.   Charging such users high NTS Exit Capacity charges 
under such circumstance would seem to be discriminatory given the different impact they have on 
the system.  Other users that use the NTS as a back-up or as an alternative supply,  can choose to 
avoid using the NTS during off-peak periods, the later doing so only if the NTS transportation 
charges are competitive.  Some generators and other larger customers may also be prepared to 
switch to an alternative fuel during peak periods.  [Relevant Objective (a), (b) & (d), 0195A] 
 
As all storage facilities are currently given interruptible status storage users currently avoid paying 
NTS Exit Capacity charges.  Given under 0195A2 the reserve price for off-peak capacity is expected 
to be zero, charges are likely to remain close to current levels.    Bar 0116A all other enduring 
offtake proposals (including 0195) are likely to require storage users to book higher cost exit 
capacity services as the daily interruptible service on offer under each of these proposals is largely 
a ‘use-it-lose-it capacity’ service (i.e. only unused firm exit capacity is required to be released by 
NGG).    [Relevant Objective (d), 0195A] 
 
In addition new transmission connected customers are not expected to have a ‘baseline’ allocated 
to them, which will in turn mean that allocation of shorter-term capacity rights would be made at the 
sole discretion of NGG.   This could dictate that storage users will have to book and commit to 
purchasing enduring exit capacity over 3 years in advance with an associated 4 year user 
commitment.  [Contrary to Relevant Objective (a), (b) & (d), 0195] 
 
As the proposer of 195A we believe that this proposal would allow off-peak users to make better 
use the ‘spare’ capacity on the NTS (a key criticism of 0116V made by the Competition 
Commission).    By avoiding peak periods such users would also not drive unnecessary investment 
in the NTS through the purchase of enduring exit capacity, and their substantial contribution 
towards the fixed costs of running the NTS (recovered via commodity charges) would help reduce 
unit transportation costs for all users3.  [Relevant Objective (a), (b) & (d), 0195A] 
 
One of the other beneficial features of both 0195 and 0195A is that information on both the 
availability of NTS Exit Flexibility Capacity and zonal linepack will be made available.  This will allow 
the industry to in fact establish whether there is or is likely to be scarcity of flexibility capacity and if 
necessary to bring further modifications to the regime to better manage the use of this flexibility.   
E.ON is not of the view that the recent data provided to Ofgem by NGG on the availability of NTS 
exit flexibility capacity demonstrates the need to extend the exit flexibility capacity concept to 
shippers.  [Relevant Objective (a), (b), (d) & (f) 0195 & 0195A] 
 

                                                           
2 NGG have yet to publish the necessary charging methodology to set the reserve price – however a previous discussion 
document for 0116V advocated a zero reserve price for daily interruptible capacity on which the off-peak capacity product is 
now based. 
3 E.ON UK demonstrated to the Competition Commission that commodity charges paid by interruptible represented around 
33% of NTS exit capacity costs whereas variable costs accounted for at most 19% of these costs. 

  

 



 

Provision of zonal linepack information represents a major step forward in allowing Users to better 
understand the risks associated with the purchase of particular capacity products.  Given that this 
proposal transfers risk from NGG NTS to Users it is only right that this information is made available 
so that they can better manage those risks.  [Relevant Objective (a), (b) & (d), 0195 & 0195A] 
 
Due to the reduced complexity we would anticipate the cost to users and NGG of implementing 
0195 or 0195A is likely to less than those anticipated for 0116CVV although more detailed analysis 
would be required to quantify this relative advantage.  Implementation costs for 0195 and 0195A are 
also likely to be similar.  [Relevant Objective (d), 0195 & 0195A] 
 
Our detailed comments on the merits of 0195 and 0195A compared to the other enduring offtake 
proposals (0116V, 0116VD, 0116A, 116BV or 0116CVV) are set out in Modification Proposal 0195A 
itself.   We have nothing more to add at this stage other than to comment that 0195A text marked in 
bold for emphasis in the Draft Modification Report such as “may help provide a stable investment 
framework” or “might be expected to benefit” compared to “would help” and “would” phrases of 
similar sentences for 0195 could wrongly imply the case for 0195 is stronger than for 0195A.  E.ON 
UK simply used the less affirmative statements in its proposal 0195A  – we believe a similar 
emphasis should be given to 0195. 
 
Although both 0195A and 0195 are in our view better than 0116V, 0116VD, 0116BV and 0116CVV, 
we would not wish to overstate the benefits of 0195 or 0195A,  especially compared to the option of 
allowing the current arrangements to be continued beyond 2012 (i.e. through implementation of 
0116A  - our first preference).    
 
 
Yours sincerely  
 
 
 
 
 
 
Peter Bolitho 
Trading Arrangements Manager 
E.ON UK  
 
 

 

  


