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Introduction

The advent of electricity market liberalisation brought about by the EU Directive 96/92/EC, the “Internal Market in Electricity” (IME) led to the conclusion that it was no longer appropriate that NIE Power Procurement Business (PPB) should maintain a generation security standard.  The standard was therefore dropped from the NIE licence, in the understanding that the market would act as a mechanism to bring forward new generation on the basis of price signals.  As a result NIE PPB were no longer required to produce a generation capacity statement.  The last such statement produced was in 1999.  

Article 12 (5) (c) of the Energy (Northern Ireland) Order 2003 places responsibility for securing a diverse and viable long term supply of energy jointly with the Department of Enterprise Trade and Investment (DETI) and the Northern Ireland Authority for Energy Regulation (NIAER).  This consultation exercise may be regarded as the first step in identifying the way to give effect to that responsibility.  

Generation capacity is increasingly becoming an issue in both jurisdictions on the island, hence Ofreg has requested that System Operator Northern Ireland (SONI) produce a Seven Year Generation Capacity Statement, based on the generation standard which applied prior to the implementation of the IME Directive.  The production of the statement does not alter the fact that NIE is not required to maintain a standard.  

In the recent past when it has become apparent that a capacity shortfall might exist, Ofreg and NIE have acted in the public interest to secure sufficient available generation to meet the system requirements by modifications to the contracts at existing NI power stations.  At no point since the dropping of the standard has NIE or Ofreg sought to construct a new build power station.  If capacity had been required – in addition to out of contract plant that was fortuitously available for short term re-contracting – it is by no means clear what would have happened in the absence of private sector investment.  

The intent of the Seven Year Statement is to indicate to the market when a generation capacity shortfall may occur, and do so in sufficient time so that the market may respond by building new power stations.  Fortunately there is no immediate need for investment in a further new power station, but at some point this issue may need to be faced.  

A complicating factor will be the policy of encouraging renewable generation.  If the policy is successful in substantially increasing the capacity of dispatchable renewables then the need for new fossil fuel generation could be further deferred.  Non-dispatchable generation, such as wind, has little capacity value and this paper proposes attributing either 20% or zero capacity value depending on high or low availability assumptions.  

Consultation

With the above points in mind, Ofreg is seeking a response to the SONI draft Seven Year Generation Capacity Statement paper in respect of the methodology chosen in its production, and to seek comments on further useful information which it might include.  

The calculation method is the same as that used for previous 7 Year Statements ie 70 days in 100 years disconnection rate (blackouts) and 140 days in 100 years frequency reduction rate due to lack of available generation capacity.  

Are these standards suitable or should a new measurement standard be developed, and in particular should the measurement basis be consistent with that used by ESB National Grid for the production of its Generation Adequacy Report?  Is the anticipated Northern Ireland load shedding interval of once every 1.43 years implied by the use of the existing methodology acceptable?  Bearing in mind that there will be a cost associated with any improved standard what are the views of respondents?

Do respondents have any comments on the availability assumptions which make up the high and low availability scenarios, in particular with reference to the effect availability has on security of supply given the high ratio of generator set size to maximum demand (ie max demand is expected to be 1731 MW in 2005/06 and the largest set will be 400 MW or 23% of max demand)?  

The draft statement notes that the standard applied does not take account of events outside the expected fifty peak days in the winter, which form the basis for the calculations.  This means that a capacity shortfall problem at other times of the year would not be reflected in the calculation.  Given the move towards larger generation set sizes, the effect of a generation failure will be greater than a similar incident affecting a smaller plant.  The analysis does not take account of this in its derivation.  Is there value in modelling scenarios which take account of the size of disconnection depending on the generation outage?

Does the increased fragility of the system with the largest set size increasing from 260 MW (Kilroot on oil) to 400 MW (new Coolkeeragh station, from 2005) require the imposition of new obligations on all generators and/or changes to the incentives in NIE’s contracts with Kilroot and Ballylumford?

How should imports through the Moyle Interconnector be modelled?

In the context of all-island electricity co-operation, SONI and ESBNG will undertake to harmonise methodologies and work towards producing a single generation adequacy statement for the two combined systems.  It is hoped that the next but one statement will be a combined document.  

This Draft Statement is a statement of the existing position in respect of generation capacity.  As a separate exercise, Ofreg are keen to receive responses on the question : are the incentives (either in contracts or the market in general) to provide capacity sufficient?

Respondents are asked to make submissions to Ofreg by Friday 28 May.  
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