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Problem

• The arrangements were put in 
place based on a different charging 
regime.

• Now a cost recovery mechanism – 
volume and revenue driven. Original 
underlying logic is lost.

• Lack of long-term volume (particularly 
at Entry)

• Only 4 entry points with QSEC 
bookings

• No entry points with AMSEC  
(since 2016)

• WAP no longer relevant – not 
locational specific pricing
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PARCA Security Data re-visited
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➢ 27 PARCAs secured 

2015 to 2024

➢  Average security in 

place = £1,444,928

➢ LRMC methodology 2015 

to 2020: 23 PARCAs

➢ Postage Stamp 2020 

onwards: 4 PARCAs

➢ WAP has increased with change 

of Charging  methodology, in 

particular for Entry.

➢ Current PARCA WAP (25/26):

➢ Entry: 0.0872

➢ Exit: 0.0297
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Principles

Working Principles from previous discussions:

➢ discouraging capacity hoarding through reservation

➢ covering any costs associated with termination

➢ the level of commitment not being an undue barrier to genuine applications

➢ encouraging new capacity to GB

➢ having due regard of costs to consumers

Also to consider:
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Scenarios for consideration
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Type Site Solution Capacity Termination risk

Entry Existing Unsold baseline Quantity High

Exit New Substitution Commitment duration Low

Build/Incremental

Variables:

Entry Build Exit Build 

Type Site Solution Capacity Termination 

risk

Entry New Build Quantity: x 

over 7 years

High

Type Site Solution Capacity Termination 

risk

Entry New Sub Quantity: y 

over 3 years

Low

Entry No build

Type Site Solution Capacity Termination 

risk

Exit New Build Quantity: z 

over 7 years

High

Type Site Solution Capacity Termination 

risk

Exit Exist Sub Quantity: x 

over 4 years

Low

Exit No Build 
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PARCA Examples
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Entry

Exit

For Public release

Entry 1. Entry – ASEP PARCA build 2. Entry – Green simple No build

Capacity 163,000,000 kwh/d reserved 255,000,000 kwh/d enquiry

Prevailing 

WAP

0.0112 (2018) = £6,663,440 0.1140 (2024) = £106,105,500

2025 0.0872 WAP = £51,879,640 0.0872 WAP = 81,161,400 (£20.3m p.a)

Notes Neither are cost reflective of phase 2 costs Very little costs in no build solution

Exit 3. Exit – Build 4. Exit - substitution

Capacity 62,880,000 kwh/d reserved 19,920,000 kwh/d reserved

Prevailing 

WAP

0.0124 (2023) = £2,845,948 (£715k p.a) 0.0202 (2022) = £1,468,701 (367k p.a)

2025 0.0297 WAP = £6,816,506 (£1.7m p.a) 0.0297 WAP = £2,159,427 (£540k p.a)
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Termination Risk considerations
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➢ A PARCA may be Terminated during the PARCA agreement under the terms of the agreement.
➢ The PARCA applicant can terminate at any point subject to a Termination fee based on security (TPD Y)
➢ National Gas can Terminate:

• Where a User Nomination (non-UNC parties only) has not been submitted
• Where Demonstration Information has not been provided
• Where Statutory Planning Consent has not been obtained

➢ The risk associated with a project could be considered for security requirements
❑ e.g. a scaling factor could be  applied depending on the solution and demonstration data provided as to how 

likely the project would complete. 
❑ This could be scaled down as projects become more certain as the risk to consumers of socialisation of 

termination cost is reduced. However front loading of cost is an issue to be considered. 

Licence terms:

PARCA Termination Amount means the amount of money the licensee is entitled to recover from a PARCA 
Applicant under the PARCA in the event a PARCA is terminated. 

PARCA Termination Costs means the costs incurred by the licensee in respect of a PARCA that is terminated prior 
to the allocation of Funded Incremental Obligated Entry Capacity or Funded Incremental Obligated Exit Capacity. 

PARCA Termination Value means an amount equal to the PARCA Termination Costs incurred less PARCA 
Termination Amounts received from PARCA Applicants.

Pass through determined by GT Licence SPC 6.1 – directed by Ofgem.
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Options – initial thoughts for discussion
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Potential Option​ Basis​ Considerations

As is with no Weighting​/ 

simplified

prevailing 

capacity prices​

Lack of LT bookings

Variations have unintended effect

Not cost reflective

Keeps link to Capacity price

Solution based Costs​ More Cost reflective

Socialisation v targeted balance

Non-build solutions require a logic

Sub options:

Cap and Collar​ either​ Limit exposure (could link to risk)

Socialisation would be higher if capped

Fixed rates​ Cost​ Simple

Still requires a logical basis to underpin

Review regularly

Variation for exit/entry/risk either​ More specific

Could consider risk of termination / wider system benefit

Requires to be Fair/No undue discrimination
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Thank you

Nicola.j.lond@nationalgas.com
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