Review of Spill prices and the Carbon Uplift for 2006/07
 
 
Background
 
The spill prices and carbon uplift figures for winter 2005/06 were reviewed in November 2005 and NIAER issued an note to the IME Group on 16 November 2005 setting out the figures that were to apply for the period 1 October 2005 to 31 March 2006. The note indicated that the carbon uplift prices would be kept under review and that the spill prices would be subject to a review for 2006/07.
 
Carbon Uplift
The current Carbon Uplift figures used under the Interim Settlement Code are 1.0p/kWh for the carbon uplift to top-up prices and 1.5p/kWh for the carbon uplift to spill prices. The calculation of these rates assumed a CO2 price of €22.50/tonne.
Value of ETS CO2 permits
The value of CO2 permits has continued to rise and reached a peak of circa €30/tonne. However in recent months the price for December 2006 delivery has generally moved within the €26-€27/tonne range. NIE propose that €26.50/tonne be assumed to derive carbon uplift prices for 2006/07.
Carbon Intensity
The Make-up carbon uplift price was calculated on the basis of the average carbon intensity expected from the capacity contracted to PPB which is 0.65tonnes/MWh. 
The Spill Price carbon uplift was calculated on the basis of the marginal carbon intensity of the Ballylumford CCGT which has the most sensitive Governor Droop and hence is the most sensitive to changing load/generation. The carbon intensity for incremental CCGT load changes is calculated to be 0.33 tonnes/MWh.
NIE propose that these intensity rates continue to be the basis of the carbon uplift calculations.
Proposed Carbon Uplift prices from 1 April 2006
Using the proposed carbon intensity values and the a CO2 price of €26.50/tonne, with an exchange rate of £1=€1.45, NIE propose that the following carbon uplift prices apply under the Interim Settlement Code :
Make-up Carbon Uplift         1.2p/kWh        (0.65*26.5/1.45)
Spill Carbon Uplift                 0.6p/kWh        (0.33*26.5/1.45)
 
Spill Prices
NIE originally devised a spill tariff to compensate private generators for generation they spilled onto the grid. NIE is required to purchase economically and the prices that have been derived over the years have been based on PPB’s avoided fuel cost (avoided CO2 cost is captured separately under the carbon uplift). With the implementation the IME Directive in 1999, the Interim Settlement code includes a mechanism for settling “spill” imbalances for both generators and suppliers. The rates were initially very simple due to the impact of low fuel prices and the marginal prices were largely based on summer gas prices consumed in the old Ballylumford plant. The spill prices paid since 1999 are shown in Annex 1.
The combined effects of tighter plant margins over the last two winters combined with the significant increase in fuel prices resulted in NIE’s avoidable costs and hence the spill prices being more variable.
 
The methodology for reviewing spill prices
 
The methodology NIE use to establish the value of spill at different periods throughout the year is to look at the plant that is being displaced and the fuel costs that can be avoided. Two runs are made on PPB’s despatch model. The first despatch is based on the forecasted demand for the year and the second assumes a 5% demand reduction. The reduced fuel requirements between the two despatches are then valued on the basis of expected avoidable fuel prices and this enables the average avoidable generation cost to be calculated which represents the value of spill. 
The following table shows the fuel price assumptions that have been used in the model. These are the same fuel price assumptions as were used in the tariff derivation for 2006/07. 
 
	Fuel
	Price

	Coal
	£38.33/te

	Summer Gas 
	35p/therm

	HFO
	£162/te

	Distillate
	£295/te


 
A risk remains that fuel prices could reduce next summer and we could have committed to pay too much (since unused coal would carry forward and if we burn less LTI3 gas we effectively displace gas purchases at summer prices).
 
 
The proposed spill prices for April 2006 to March 2007.
 
 
	Days
	Spill Price
(p/kWh)
	Settlement Periods

	April – September :
	1.9p
	08:00 – 19:00 (daytime)

	 
	1.4p
	19:00 – 08:00 (nights)

	October Weekdays :
	2.0p
	08:00 – 19:00 (daytime)

	 
	1.6p
	19:00 – 08:00 (nights)

	October Weekends :
	2.0p
	09:00 – 19:00 (daytime)

	 
	1.5p
	19:00 – 09:00 (nights)

	Winter Peak Weekdays :
	3.5p
	16:30 – 19:00 (peak)

	 
	3.0p
	09:00 – 13:00 (mornings)

	 
	2.8p
	13:00 – 16:30 (afternoons)

	 
	2.6p
	19:00 – 22:00 (evenings)

	 
	1.8p
	22:00 – 09:00 (nights)

	Winter NonPeak W/Ds :
	3.2p
	16:30 – 19:00 (peak)

	 
	2.8p
	09:00 – 16:30 (daytime)

	 
	2.6p
	19:00 – 22:00 (evenings)

	 
	1.8p
	22:00 – 09:00 (nights)

	Winter Weekends/Hols :
	3.0p
	16:30 – 19:00 (peak)

	 
	2.5p
	09:00 – 16:30 (daytime)

	 
	2.5p
	19:00 – 22:00 (evenings)

	 
	1.8p
	22:00 – 09:00 (nights)


 
 
 
Annex 1:   Historic Spill Prices
 
 
Table 1 : NI Spill prices since 1999/00
	Year
	Summer
(Apr–Sept)
	Winter
(Oct – March)

	1999/00
	1.0 p/kWh
	1.5p/kWh

	2000/01
	1.0 p/kWh
	2.0 p/kWh

	2001/02
	1.5 p/kWh
	2.0 p/kWh

	2002/03
	1.5 p/kWh
	1.5 p/kWh (23:00-07:00)
2.0 p/kWh (07:00-23:00)

	2003/04
	1.0 p/kWh
	1.0 p/kWh (20:00-08:00)
1.5 p/kWh (08:00-20:00)

	2004/05
	1.0 p/kWh
	See Table 2

	2005/06
	1.2 p/kWh (19:00-09:00) 1.6 p/kWh (09:00-19:00)
	See Table 3


 
Table 2 : Winter 2004/05 Spill Prices
	Days
	Spill Price
(p/kWh)
	Settlement Periods

	October Weekdays :
	2.0p
	08:00 – 19:00 (daytime)

	 
	1.0p
	19:00 – 08:00 (nights)

	October Weekends :
	1.0p
	All day

	Winter Peak Weekdays :
	2.7p
	16:30 – 19:00 (peak)

	 
	2.5p
	09:00 – 13:00 (mornings)

	 
	2.0p
	13:00 – 16:30 (afternoons)

	 
	2.0p
	19:00 – 22:00 (evenings)

	 
	1.0p
	22:00 – 09:00 (nights)

	Winter NonPeak W/Ds :
	2.7p
	16:30 – 19:00 (peak)

	 
	2.0p
	09:00 – 16:30 (daytime)

	 
	2.0p
	19:00 – 22:00 (evenings)

	 
	1.0p
	22:00 – 09:00 (nights)

	Winter Weekends/Hols :
	2.0p
	16:30 – 19:00 (peak)

	 
	1.5p
	09:00 – 16:30 (daytime)

	 
	1.5p
	19:00 – 22:00 (evenings)

	 
	1.0p
	22:00 – 09:00 (nights)


 
 
Table 3 : Winter 2005/06 Spill Prices
	Days
	Spill Price
(p/kWh)
	Settlement Periods

	October Weekdays :
	2.0p
	08:00 – 19:00 (daytime)

	 
	1.6p
	19:00 – 08:00 (nights)

	October Weekends :
	2.0p
	09:00 – 19:00 (daytime)

	 
	1.5p
	19:00 – 09:00 (nights)

	Winter Peak Weekdays :
	3.0p
	16:30 – 19:00 (peak)

	 
	2.7p
	09:00 – 13:00 (mornings)

	 
	2.6p
	13:00 – 16:30 (afternoons)

	 
	2.4p
	19:00 – 22:00 (evenings)

	 
	1.6p
	22:00 – 09:00 (nights)

	Winter NonPeak W/Ds :
	2.8p
	16:30 – 19:00 (peak)

	 
	2.6p
	09:00 – 16:30 (daytime)

	 
	2.4p
	19:00 – 22:00 (evenings)

	 
	1.6p
	22:00 – 09:00 (nights)

	Winter Weekends/Hols :
	2.5p
	16:30 – 19:00 (peak)

	 
	2.0p
	09:00 – 16:30 (daytime)

	 
	2.0p
	19:00 – 22:00 (evenings)

	 
	1.6p
	22:00 – 09:00 (nights)


 
