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WWU response to DECC call for evidence on the role of gas in the electricity market

Wales & West Utilities (WWU) is a licensed Gas Distribution Network (GDN) providing Gas
Transportation services for all major shippers in the UK. We cover '/s" of the UK land mass and
deliver to over 2.4 million supply points. WWU is the only company that focuses solely on Gas
Distribution in Great Britain.

c) What are the key factors driving the economics of investing in new gas-fired power
generation and how are these factors likely to change?

We understand that a very important element in the gas generators’ ability to compete is their
ability to respond quickly to opportunities and that this becomes increasingly important as plants
age and therefore become less efficient relative to new plant. Gas fired power stations are
characterized by large volumes and rapid changes in their rate of offtake and are therefore
unlike other loads on distribution networks. A large gas fired power station, can, even in winter
be consuming well over 50% of the flow from the National Transmission System (NTS) through
a particular offtake into the Local Transmission System (LTS) (which is owned and operated by
the distribution network) and this will obviously be a higher percentage in summer. This means
that changes in the plant's requirements in response to changes in the spark spread can have a
very large impact on the amount of gas that the distribution network requires from the NTS and
that these changes will occur over periods of around 30-60 minutes which are much shorter
than the notice periods that have been used in the gas industry.

Plants connected to the distribution system’s LTS have Network Exit Agreements with the local
distribution system operator. The arrangements between the distribution business and the
transmission system operator are governed by the Uniform Network Code Offtake
Arrangements Document which amongst other things stipulates how quickly the volumes of gas
taken from the NTS can be varied. These arrangements are not well suited to facilitating the
needs of gas fired generation and therefore their effect is to discourage generation plant from
connecting to distribution systems. WWU believes that the arrangements in the UNC OAD are
not primarily driven by operational constraints related to the greater volumes and pressure that
are available on the NTS compared to the LTS and we have therefore raised modification
proposals to address some of these issues; however these will only partially address the issues
(see http://www.gasgovernance.co.uk/0407).
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Given the likely importance of gas fired generation to GB electricity generation over the next 20-
30 years it is important that this generation is connected to the best locations, be that on LTS or
NTS, and that the connection decisions are not distorted by unnecessary restrictions that will
result in inefficient investment decisions.

f) Given a continuing role for gas and the potential for increased volatility in gas demand,
to what extent is gas supply and related infrastructure a barrier to investment in gas fired
generation? What impact will unconventional gas have on the case for investing in gas
generation and the Supporting infrastructure?

WWU is keen to encourage connection of gas generation plant to the LTS: often this will require
reinforcement of the system, however the timescales for this should be in line with the
timescales for building the gas fired generation plant.

The impact of unconventional gas is unclear, it seems likely that indigenous sources are likely to
input into the distribution system rather than the NTS and this may require reinforcement of the

distribution system. |If a source of unconventional gas of sufficient volume is available then
locating gas fired generation nearby does seem sensible subject to other constraints such as

Yours sincerely

Wales & West Utilities
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