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Transport Model - cost of importing or 

exporting energy through an exis ting 

network

Scores  not 

a l l  entered

Gives  no indication of capaci ty s imply a l locates  costs  of 

mainta ining the s tatus  quo

Does  not include cost based on absolute cost impact

Lack of locational  s ignals  results  in a l l  user actions  being 

given the same cost s ignal  regardless  of the actual  cost 

and/or benefi t derived

Likely to result in s table prices Lack of pointed locational  s ignal

Lack of cost-reflective charges  means  that ri sk wi l l  not be 

appropriately a l located.

Requires  locational  and constra int costs  to be reflected 

though other means  e.g. deeper connection boundary

Likely to result in s table prices

Price changes  are predictable

Lack of pointed locational  s ignal

Does  not provide cost-reflective s ignals  or charges

Depends  how granular/nodal  this  i s  worked out at. At a  

granular level , this  can become a  disadvantage: backwards-

looking tari ffs  reflect lumpy investment as  s teep volati l i ty, 

potentia l ly driven by other user's  new connections!

Price s ignal  for flexible generators  muted

Lack of cost-reflective charges  means  that users  do not face 

appropriate incentives  and hence overa l l  network l ikely to be 

very inefficient.

Gives  no s ignal  as  to how a  network develops  and so no 

information to the network operator or user for better use of 

the network

Likely s l ightly more complex than exis ting LV and HV but 

s impler than exis ting EHV and TNUoS

Whi ls t a  s impler approach, not practica l  to use a  model  which 

has  such disadvantages
Unable to judge proportional i ty at this  s tage

Expansion Model - level i sed cost of 

future network based on a  weighted 

average of the exis ting network 

Scores  not 

a l l  entered

Signals  areas  of low and/or high capaci ty

relatively predictable, magnitude of changes  low during CM 

timescales

Does  not recognise speci fic reinforcement costs  of address ing 

capaci ty constra ints

Only provides  relative locational  s ignals , not absolute cost 

s ignals  which i s  l ikely to dis tort the market and impact 

competi tion

Symmetric treatment of demand and generation 

Symmetric treatment ignores  engineering factors  related to 

fault-level  reinforcement etc. 

Only provides  relative locational  s ignals , not absolute cost 

s ignals  which i s  l ikely to dis tort the market and hence not 

create a  level -playing field

Should be poss ible for an expans ion model  to result in 

reasonably s table prices .

Use of up front assumptions  (expans ion constant and fixed 

asset costs ) reduces  the need for network operator to make 

internal  assumptions  and so increases  transparency. 

Avoids  attributing speci fic network investments  to speci fic 

network users .

Can provide s table price s ignals  but to the detriment of cost-

reflectivi ty and hence this  wi l l  not be effective

Avoids  attributing speci fic network investments  to speci fic 

network users .

Lack of cost-reflective charges  means  that ri sk wi l l  not be 

appropriately a l located.

Requires  locational  and constra int costs  to be reflected 

though other means  e.g. deeper connection boundary

Should be poss ible for an expans ion model  to result in 

reasonably s table prices .

Use of up front assumptions  (expans ion constant and fixed 

price per km) reduces  the need for network operator to make 

internal  assumptions  and so increases  transparency. 

Average costs  do not reflect the actual  cost of reinforcement 

at any given location - but this  could be a  somewhat loca l i sed 

s ignal  by des ign

Does  not provide cost-reflective s ignals  or charges

Lack of cost-reflective charges  means  that users  do not face 

appropriate incentives  and hence overa l l  network l ikely to be 

very inefficient.

Symmetric treatment of demand and generation
Symmetric treatment of demand and generation ignores  

engineering factors  related to fault-level  reinforcement etc. 

More complex than exis ting LV and HV, s impler than exis ting 

EHV, complexi ty as  per s tatus  quo for TNUoS

Whi ls t a  s impler approach, not practica l  to use a  model  which 

has  such disadvantages
Unable to judge proportional i ty at this  s tage

Remaining Headroom - cost of 

address ing the next constra ints  in 

accordance with today’s  des ign 

s tandards

Scores  not 

a l l  entered

Signals  areas  of low and/or high remaining capaci ty and 

sca le of increas ing capaci ty.

Increased recognition of reinforcement cost

More closely l inked to actual  network and required 

costs/savings  due to users  actions  and hence less  dis tortion 

to competi tion

Predictabi l i ty of s ignal  reduced, parties  cannot effectively 

make investment decis ions

Demand treatment highly reflective of securi ty of supply 

s tandards

Likely to provide a  better FLC for demand

Generation not subjected to a  locational  s ignal  (due to no 

underlying securi ty of supply s tandard)

Si te speci fic (but rule based) reinforcement costing

Most cost-reflective approach 

Subject to saw-tooth price increases  or year to year volati l i ty, 

with a  user's  charges  often influenced by the actions  of other 

users  in the same location

Sacri fices  predictabi l i ty

Most cost-reflective approach means  ri sk l ikely to be best 

a l located

Attributes  speci fic network investments  to speci fic network 

users  which may over-expose individual  users  to the ri sk that 

reinforcement i s  required

Highly cost-reflective by expos ing users  to the cost and/or 

benefi t of network reinforcements  which their behaviour has  

the potentia l  to drive and/or avoid

 low predictabi l i ty, reduces  abi l i ty of participant to properly 

account for costs  in long-medium term. Can lead to inefficient 

investment decis ions  which increases  costs  in short-term 

constra int management. 

i f set nodal ly or zonal ly, then exis ting user's  tari ff driven by 

OTHER users ' behaviour - whol ly un-reflective - and ul timately 

a l l  users  wi l l  just see this  as  a  source of volati l i ty, unless  

individual  tari ffs  can be locked-in

Most cost-reflective approach l ikely to be most efficient

Penal is ing tari ffs  in constra ined areas  - wi l l  discourage new 

providers  of flexibi l i ty (only contracted to rel ieve the worst 

excess , thereby taking the network to just ful l , hence l ikely to 

incur a  high tari ff related to zero remaining headroom)

Demand treatment highly reflective of securi ty of supply 

s tandards .

Taking account of spare capaci ty on the network can lead to 

more efficient locational  decis ions .

Generation not subjected to a  locational  cost s ignal  (due to 

no underlying securi ty of supply s tandard) 

Status  quo for EHV dis tribution charging

Should be practica l  to use across  a l l  vol tages

Signi ficantly more complex than exis ting LV and HV, and more 

complex for TNUoS
Unable to judge proportional i ty at this  s tage

500MW Model/Probabilistic Model  - 'cost 

a l location' model

Scores  not 

a l l  entered
Genera l i sed model  reflective of current engineering practice No locational  element to charges  so not speci fic to any s i te

Lack of locational  s ignals  results  in a l l  user actions  being 

given the same cost s ignal  regardless  of the actual  cost 

and/or benefi t derived

No locational  s ignal  means  charges  are not cost-reflective 

and hence l ikely to be dis torted which does  not create a  level -

playing field

Likely to result in s table prices

Price changes  are predictable

Lack of pointed locational  s ignal

Stable prices  but no cost-reflectivi ty

Lack of cost-reflective charges  means  that ri sk wi l l  not be 

appropriately a l located.

Recognises  the cumulative effect of multiple customers  

connecting to the network

Price changes  are predictable

Limited locational  s ignal .

Likely to require assumptions  from the network operators  

when operating the model .

Does  not provide locational  cost-reflective s ignals  or charges

Price s ignal  for flexible generators  muted

Lack of cost-reflective charges  means  that users  do not face 

appropriate incentives  and hence overa l l  network l ikely to be 

very inefficient.

Results  in s table prices  which are l ikely to result in 

predictable user responses

Limited location s ignal

Lack of cost-reflective charges  means  that users  do not face 

appropriate incentives  and hence overa l l  network l ikely to be 

very inefficient.

Relatively easy to implement - s tatus  quo at HV and LV, 

s impl i fication for EHV and TNUoS 

Over-s impl i fication means  this  i s  relatively easy to 

implement

Draws  on propriety data/engineering approaches Unable to judge proportional i ty at this  s tage

DC Load Flow Investment Cost 

Related/Long Run Incremental Cost - 

incremental  model

Scores  not 

a l l  entered

Signals  areas  of low and/or high capaci ty aga inst 

approximation of planning s tandards

Use of DC Load Flow is  a  tool  to s impl i fy the s tudy of a  

network - reflective for an interconnected system but less  

reflective of phys ica l  power flows  on certa in types  of  

networks

too far removed from dynamic operational  model  - flexibi l i ty 

providers  operational ly supporting the network may be 

model led here as  caus ing i ssues  in the l imited snapshot 

model , producing a  disproportional ly high tari ff

Only provides  relative locational  s ignals , not absolute cost 

s ignals  which i s  l ikely to dis tort the market and impact 

competi tion. 

Symmetric treatment of demand and generation (in TNUoS)

Symmetric treatment ignores  engineering factors  related to 

fault-level  reinforcement etc. 

Can i t account for di fferent operational  profi les?

Lack of absolute cost s ignal  means  dis tortion l ikely which 

does  not create a  level  playing field

Use of up front assumptions  (expans ion constant and fixed 

asset costs ) reduces  the need for network operator to make 

internal  assumptions  and so increases  transparency. 

Avoids  attributing speci fic network investments  to speci fic 

network users .

Potentia l  to result in volati le prices  (particularly with LRIC 

approach), with a  user's  charges  often influenced by the 

actions  of other users  in the same location

Relatively short term predictabi l i ty but s ti l l  l imited in the 

longer term and is  s ti l l  not ful ly cost-reflective

Lack of cost-reflective charges  means  that ri sk wi l l  not be 

appropriately a l located.

More price reflective than transport model  or 500MW model

Relatively predictable changes  based on changes  in use of 

network, a l lows  parties  to change behaviour

Average costs  do not reflect the actual  cost of reinforcement 

at any given location.

Use of DC Load Flow is  a  tool  to s impl i fy the s tudy of a  

network - reflective for an interconnected system but less  

reflective of phys ica l  power flows  on certa in types  of  

networks .

Unreflective of di ffering operational  profi les

Lack of cost-reflective charges  means  that users  do not face 

appropriate incentives  and hence overa l l  network l ikely to be 

very inefficient.

Symmetric treatment of demand and generation

Symmetric treatment ignores  engineering factors  related to 

fault-level  reinforcement etc.

Lack of cost-reflective charges  means  that users  do not face 

appropriate incentives  and hence overa l l  network l ikely to be 

very inefficient.

Status  quo for (some) EHV dis tribution charging and TNUoS Signi ficantly more complex than exis ting LV and HV Unable to judge proportional i ty at this  s tage

Forward Cost Pricing - Contingency 

model

Scores  not 

a l l  entered

Signals  areas  of low and/or high remaining capaci ty and 

sca le of increas ing capaci ty 

Al locates  prices  to network groups  rather than nodes  - so can 

optimise a l location between groups  but not inter-group

More closely l inked to actual  network and required 

costs/savings  due to users  actions  and hence less  dis tortion 

to competi tion

Demand treatment highly reflective of securi ty of supply 

s tandards

Whi ls t l ikely to provide volati le s ignals , this  does  give the 

most cost-reflective approach

Generation not subjected to a  locational  s ignal  (due to no 

underlying securi ty of supply s tandard) 

More cost-reflective s ignal  for demand is  better, but approach 

needs  to be adapted to provide s imi lar for generation.

Si te speci fic (but rule based) reinforcement costing

Whi ls t l ikely to provide volati le s ignals , this  does  give the 

most cost-reflective approach

Subject to saw-tooth price increases  or year to year volati l i ty, 

with a  user's  charges  often influenced by the actions  of other 

users  in the same location

Most cost-reflective approach means  ri sk l ikely to be best 

a l located

Highly cost-reflective by expos ing users  to the cost and/or 

benefi t of network reinforcements  which their behaviour has  

the potentia l  to drive and/or avoid.

High volati l i ty and low predictabi l i ty in approach reduces  the 

abi l i ty of network users  to respond to s ignals

Tari ffs  could be driven by other users

Most cost-reflective approach l ikely to be most efficient Volati l i ty unwelcome to most users
Demand treatment highly reflective of securi ty of supply 

s tandards

Generation not subjected to a  locational  s ignal  (due to no 

underlying securi ty of supply s tandard)
Status  quo for (some) EHV dis tribution charging

Signi ficantly more complex than exis ting LV and HV, and more 

complex for TNUoS
Unable to judge proportional i ty at this  s tage

Single model across all voltage levels
Scores  not 

a l l  entered

Avoids  dis tortionary investment incentives  which may be 

s imply an artefact of di fferent charge ca lculation models

May not reflect di fferent planning s tandards  or engineering 

practice etc.

Whi ls t theoretica l ly this  would provide a  harmonised 

approach, i t may lead to too much complexi ty in the mode

Avoids  dis tortionary investment incentives  which may be 

s imply an artefact of di fferent charge ca lculation models

May not reflect di fferent planning s tandards  or engineering 

practice etc.

Al lows  users  to make comparable decis ion between T&D 

investments

Comparable costs  a l lows  more efficiently a l locate 

agreements  to generation, reducing cost to consumers  and 

reducing ri sk of s tranded assets

Avoids  dis tortionary investment incentives  which may be 

s imply an artefact of di fferent charge ca lculation models

May not reflect di fferent planning s tandards  or engineering 

practice etc.

Avoids  dis tortionary investment incentives  which may be 

s imply an artefact of di fferent charge ca lculation models

May not reflect di fferent planning s tandards  or engineering 

practice etc.

Requires  s igni ficant work to achieve development of a  

common model  which appropriately reflects  the attributes  of 

a l l  transmiss ion and dis tribution networks  which have 

di fferent planning and construction s tandards

Benefi ts  may be achievable without the need for a  common 

model

T&D charging model different but with 

common assumptions

Scores  not 

a l l  entered

Al igns  models  

Al igned models  are less  l ikely to create dis tortions  between 

networks

Some discontinuities  wi l l  remain Al igns  models  Some discontinuities  wi l l  remain
More l ikely to a l low appropriate comparison between 

connection and use of network at di fferent vol tages

Different a l location of ri sk in Scotland compared to England, 

not justi fied by the underlying engineering/phys ics
Al igns  models  Some discontinuities  wi l l  remain Al igns  models  Some discontinuities  wi l l  remain

May be poss ible to agree common assumptions  more eas i ly 

than i t would be poss ible to achieve a  common model

Al ignment of assumptions  could be chal lenging given the 

di fferent engineering s tandards  which apply

Potentia l  to del iver benefi ts  of commonal i ty without the need 

for ful l  a l ignment of charging assumptions  which relate to 

di fferent engineering s tandards

Results  in some dis tortion

Different charging models across T&D
Scores  not 

a l l  entered

Models  can more closely reflect di fferent planning s tandards  

or engineering practice etc.

Potentia l  for dis tortionary investment incentives  which may 

be s imply an artefact of di fferent charge ca lculation models

Models  can more closely reflect di fferent planning s tandards  

or engineering practice etc.

Potentia l  for dis tortionary investment incentives  which may 

be s imply an artefact of di fferent charge ca lculation models

Di fferent a l location of ri sk in Scotland compared to England, 

not justi fied by the underlying engineering/phys ics

Models  can more closely reflect di fferent planning s tandards  

or engineering practice etc.

Potentia l  for dis tortionary investment incentives  which may 

be s imply an artefact of di fferent charge ca lculation models

Models  can more closely reflect di fferent planning s tandards  

or engineering practice etc.

Potentia l  for dis tortionary investment incentives  which may 

be s imply an artefact of di fferent charge ca lculation models

Avoids  the need for complex work to a l ign charging 

assumptions  which relate to di fferent engineering s tandards

Model l ing di fferences  would require enduring fix and not just 

interim methods
Resulting dis tortion

Fixed Charges (£/year) – charges  which 

are appl ied on a  per user bas is  as  

long as  the user remains  connected

Scores  not 

a l l  entered

Depends  on extent to which costs  are driven per-head

depends  on abi l i ty to l imit volati l i ty

Does  not incentive the right behaviour and low usage 

customers  pay for high usage.

Risk of [inefficient] user disconnection

Limited cost-reflectivi ty so not appropriate for a  FLC

Simple

Depends  on extent to which costs  are driven per-head

depends  on abi l i ty to l imit volati l i ty

Limited cost-reflectivi ty so wi l l  not create a  level  playing field Fixed charges  are completely predictable for the end user

A user cannot take action (other than disconnection) to avoid 

fixed charges , so arguably does  not meet the 'to a l low them 

to take action' element

Question i f these are predictable year on year

Very predictable charge but not effective as  not cost-reflective

Charges  not affect by usage, so parties  can't avoid them, 

recovering costs  over wider base

Depends  on extent to which costs  are driven per-head

depends  on abi l i ty to l imit volati l i ty

No competi tion

Could encourage consumers  to disconnect, reducing charging 

base

Lack of cost-reflectivi ty means  inappropriate ri sk a l location

May be used to give a  forward looking cost s ignal  for costs  

which wi l l  be avoided i f the user disconnects .

May be appropriate for particular groups  who's  response 

would not improved i f the cost was  more locational ly cost 

reflective, or i f the fixed charge reflects  a  particular element 

of cost which i s  the same for a  given type of user or a  given 

location.

Risk of over-va luing 'off-grid' or behind the meter solutions  i f 

fixed charges  are too high.

A genera l i sed fixed charge i s  less  l ikely to be cost reflective.

Not cost-reflective for FLC UoS charges

Vulnerable users  know the cost Vulnerable users  may be overcharged Eas i ly appl ied to a l l  users Does  not conta in incentive Simple to implement

Unit Rates (£/kWh) – s tandard unit 

charges , appl icable to energy usage 

with a  number of sub-options  for unit 

rates  which vary by time of use.

Scores  not 

a l l  entered

Depends  on extent to which costs  are driven per-kWh

depends  on abi l i ty to l imit volati l i ty

Potentia l ly able to be used to provide an appropriate FLC

Depends  on extent to which costs  are driven per-kWh

depends  on abi l i ty to l imit volati l i ty

Could provide a  level  playing field

A unit rate i s  relatively easy for some users  to avoid by taking 

action.

A time bounded unit rate could s ignal  the contribution to 

peak demand across  a  diverse network, and averaging over a  

period of time (such as  the Annual  Load Factor in 

transmiss ion) would avoid confl icts  between investment and 

dispatch s ignals .

Predictable charge

If the unit rate i s  des igned to incentivise investment 

decis ions , then i t may incentivise inefficient dispatch 

behaviour.

More cost-reflective and hence better at a l locating ri sk

Depends  on extent to which costs  are driven per-kWh

depends  on abi l i ty to l imit volati l i ty

A unit rate i s  relatively easy for some users  to avoid by taking 

action - to the extent that this  results  in lower network costs , 

this  i s  cost-reflective.

Potentia l ly cost-reflective for some elements  of the charge

Risk of over-va luing reduced usage i f not targeted locational ly 

or temporal ly

At LV reflects  cumulative contribution to network 

reinforcement requirement, protecting disproportionate 

a l location of costs  to an individual  user.

Right price s ignal  for right behaviour i f time of use

Depends  on the extent users  can respond and appropriate 

flexibi l i ty can be purchased

Unrestricted unit rates  eas i ly appl ied to a l l  users .

Time bounded units  rates  eas i ly appl ied to HH metered 

users .

Sends  a  price s ignal

Time bounded unit rates  cannot be accurately appl ied to NHH 

metered users  as  network company has  no vis ibi l i ty of the 

time of use

Agreed Capacity Charges (£/agreed kVA) 

– charges  levied in respect of a  user’s  

agreed capaci ty with the network 

operator. Agreed capaci ties  are 

genera l ly speci fied in bi latera l  

connection agreements , and as  such 

are only in place for larger users .

Scores  not 

a l l  entered

Depends  on extent to which costs  are driven per-kW, and any 

modifiers  for operational  flexibi l i ty provided

depends  on abi l i ty to l imit volati l i ty

Limited cost-reflectivi ty so not appropriate for a  FLC

Depends  on extent to which costs  are driven per-kW, and any 

modifiers  for operational  flexibi l i ty provided

depends  on abi l i ty to l imit volati l i ty

Limited cost-reflectivi ty so wi l l  not create a  level  playing field

Particularly wel l  sui ted as  an option for incentivis ing user 

investment decis ions .

If relatively predictable years  in advance and viewed as  

s table, which this  might not be

Does  not provide any operational  dispatch price s ignal ; 

therefore agreed capaci ty charges  would need to be 

combined with some other mechanism (e.g. Ba lancing 

Mechanism) to provide operational  dispatch incentives .

Not effective as  not cost-reflective

Depends  on extent to which costs  are driven per-kW, and any 

modifiers  for operational  flexibi l i ty provided

depends  on abi l i ty to l imit volati l i ty

Lack of cost-reflectivi ty means  inappropriate ri sk a l location

If incremental  future network investment i s  driven by user 

capaci ty, then this  could provide an effective cost reflective 

price s ignal .

It may be appropriate to reflect that di fferent types  of user (of 

the same agreed capaci ty) may cause di fferent incremental  

future costs  to the network.

Not ful ly cost-reflective and hence less  efficient

Users  can obta in certa inty by contracting in advance for the 

capaci ty (or 'access ') they require

Values  ava i labi l i ty of the network.

Incentivises  users  to agree appropriate capaci ties , so the 

network bus iness  obta in information regarding the future 

investment decis ions  of users .

Eas i ly appl ied to larger users  with bi latera l  connection 

agreements

Could be used with generators  and load users  grouped 

together.

Di fficul t to apply to smal ler users  who do not have bi latera l  

connection agreements  (unless  operating as  a  group)

Provides  means  of paying for 'ava i labi l i ty' of the network even 

where generation is  "behind the meter."

Peak Demand Charges/Excess Capacity 

Charges (£/peak kW or £/peak kVA) – 

charges  for peak usage, i .e. for ha l f 

hourly metered users  the usage in the 

peak hal f hour.

Scores  not 

a l l  entered
Likely to give a  good FLC

Depends  on the speci fic defini tion of "peak", whether this  

results  in s table, predictable (useful ) tari ffs

Likely to be more cost-reflective and hence provide a  level -

playing field

Depends  on the speci fic defini tion of "peak", whether this  

results  in s table, predictable (useful ) tari ffs
More cost-reflective

Likely to be di fficul t (particularly for smal l  users ) to respond 

to as  requires  a  high level  of vis ibi l i ty of usage at a l l  times  in 

order to identi fy and reduce peak usage

Can be harder to predict

More cost-reflective and hence better at a l locating ri sk
Depends  on the speci fic defini tion of "peak", whether this  

results  in s table, predictable (useful ) tari ffs

Can be cost reflective i f costs  are driven by user’s  peak 

demands  at certa in times

More cost-reflective and hence appropriate for an FLC

Network costs  are driven by network peaks  rather than 

individual  user's  peaks

Encourages  the right behaviour and cost reflective of need.

Requires  sufficiently predictable windows of charge

Encourages  right amount of capaci ty to be bought

Depends  on extent users  can respond and appropriate 

flexibi l i ty can be purchased

Eas i ly appl ied to users  with HH metering Cannot be appl ied to users  with NHH metering

Reactive Power Charges (£/kVArh) – 

charges  for usage of reactive power, 

reflecting the di fference between 

actual  power (in kW) and apparent 

power (in kVA), and where the two 

diverge due to poor power factor 

which drives  the need for increased 

network capaci ty.

Scores  not 

a l l  entered

Depends  on extent to which costs  are driven per-kVA or per-

kVAr, and any modifiers  for operational  kVAr flexibi l i ty 

provided (to T or D!)

Depends  on extent to which costs  are driven per-kVA or per-

kVAr, and any modifiers  for operational  kVAr flexibi l i ty 

provided (to T or D!)

Can be predictable for larger users  with sophis ticated 

understanding, and action can be taken through up front 

investment in power factor correction equipment

Smal ler user unl ikely to be aware of reactive power or be 

able to make changes  to respond

Depends  on extent to which costs  are driven per-kVA or per-

kVAr, and any modifiers  for operational  kVAr flexibi l i ty 

provided (to T or D!)

Can be cost reflective i f proportional  to the extent to which 

network costs  and/or benefi ts  are driven by reactive power 

usage beyond the need for greater capaci ty

(Must add a  modification or exemption for users  which are 

providing a  Reactive Power service)
Supports  market for reactive power service providers

Depends  on extent users  can respond and appropriate 

flexibi l i ty can be purchased

Eas i ly appl ied to users  with four quadrant metering 

(measuring rea l  import/export and reactive import/export - 

genera l ly larger users )

Imposs ible to apply for users  without four quadrant metering

Unrestricted Unit Rates - a  charge which 

appl ies  to every unit used (or capaci ty 

taken) in any time period.

Scores  not 

a l l  entered
Limited cost-reflectivi ty so not appropriate for a  FLC Limited cost-reflectivi ty so wi l l  not create a  level  playing field Simple for users  to understand

Only action which can be taken is  to reduce overa l l  usage - 

moving usage to other times  has  no impact on charges  faced
Lack of cost-reflectivi ty means  inappropriate ri sk a l location

Risks  over-va luing lower overa l l  usage and under-va luing 

reduced usage at peak

Not cost-reflective for FLC UoS charges

Eas i ly appl ied to a l l  users

Static Time of Day Unit Rates – charges  

which vary by time of day with time 

bands  fixed throughout the year (akin 

to the exis ting red, amber and green 

unit rates  for HH settled dis tribution 

connected users  at LV and HV).

Scores  not 

a l l  entered

Depends  upon the bands  used, but i s  a  versati le option to 

a l low cost-reflective FLC

Depends  upon the bands  used, but i s  a  versati le option to 

create level -playing field

Prices  and time periods  are known in advance, so users  can 

respond to them
More cost-reflective and hence better at a l locating ri sk

May be useful  to s ignal  low cost network periods  to demand 

users , such as  low/zero locational  network charges  overnight.

To the extent that usage of the network in fixed time periods  

drives  network costs  and/or benefi ts , s tatic time of use 

charges  can be cost-reflective

May incentivise inefficient operational  dispatch decis ions  

relating to periods  of constra int - this  i s  because periods  of 

system stress  are a  function of outturn factors  such as  

weather, demand, market events . 

If network investment i s  driven by user capaci ty, then a  price 

s ignal  which a ims  to affect user operational  dispatch at 

times  of peak demand may fa i l  to be cost reflective of 

incremental  future network investment.

If set global ly, may encourage ‘wrong’ behaviours  i .e. 

increased generation in generation dominated areas  etc.

In this  s i tuation, the network operator would be a  price setter 

and volume taker which may make i t di fficul t to manage the 

operation of the network because they cannot control  how 

much capaci ty wi l l  respond to the price s ignal , or at what 

location.

Eas i ly appl ied to users  with HH metering Cannot be appl ied to users  with NHH metering

Critical Peak Pricing (CPP) – charges  

which vary by time of day with a  

narrow peak band in which the cost 

per unit i s  s igni ficantly higher (akin 

to the exis ting ‘super-red’ period for 

dis tribution connected users  at EHV 

which appl ies  only to a  relatively 

smal l  number of time periods  in the 

year, and at the extreme HH TNUoS 

triad charges  which have a  very 

narrow ‘cri tica l  peak’ period).

Scores  not 

a l l  entered

Depends  upon the bands  used, but i s  a  versati le option to 

a l low cost-reflective FLC

Depends  upon the bands  used, but i s  a  versati le option to 

create level -playing field

Assuming the cri tica l  peak period and price are known in 

advance, users  can respond eas i ly

May clash and dis tort response to other price s ignals  which 

are a lso des igned to provide price s ignals  which may be 

associated with periods  of network s tress

To the extent which network usage in the cri tica l  peak period 

drives  network costs  and/or benefi ts , cri tica l  peak prices  can 

be cost-reflective

Peak demand charging on i ts  own would fa i l  to provide an 

effective price s ignal  for generation dominated zones  where 

network investment i s  required to mitigate constra ints  

caused by generation.

If network investment i s  driven by user capaci ty, then a  price 

s ignal  which a ims  to affect user operational  dispatch at 

times  of peak demand may fa i l  to be cost reflective of 

incremental  future network investment.

In this  s i tuation, the network operator would be a  price setter 

and volume taker which may make i t di fficul t to manage the 

operation of the network because they cannot control  how 

much capaci ty wi l l  respond to the price s ignal , or at what 

location.

Eas i ly appl ied to users  with HH metering Cannot be appl ied to users  with NHH metering

Variable Time of Day – charges  which 

vary (potentia l ly up to rea l  time) by 

time period depending on the level  of 

demand at the time (TNUoS triad 

charges  have some features  of this , in 

that the time periods  to which the 

£/kW unit rate wi l l  apply are variable 

based on the times  of peak demand, 

a lbei t the rates  themselves  are fixed 

at the s tart of each year).

Scores  not 

a l l  entered
Potentia l ly can be very cost-reflective

Favours  users  with smart technology which can respond to 

short-term price s ignals  automatica l ly

Potentia l ly a  good option but complexi ty may create barriers

Potentia l  for very effective response for users  with smart 

technology

May be di fficul t for some users  to respond to, particularly 

smal ler demand users .

May clash and dis tort response to other price s ignals  which 

are a lso des igned to provide price s ignals  which may be 

associated with periods  of network s tress

Increased cost-reflectivi ty may make this  less  predictable

More cost-reflective and hence better at a l locating ri sk

May tend to provide a  more cost reflective operational  

dispatch price s ignals  than s tatic TOU tari ffs

More cost-reflective and hence appropriate for an FLC

If network investment i s  driven by user capaci ty, then a  price 

s ignal  which a ims  to affect user operational  dispatch at 

times  of peak demand may fa i l  to be cost reflective of 

incremental  future network investment.

In this  s i tuation, the network operator would be a  price setter 

and volume taker which may make i t di fficul t to manage the 

operation of the network because they cannot control  how 

much capaci ty wi l l  respond to the price s ignal , or at what 

location.

May be chal lenging to ca lculate rea l  time dynamic tari ffs

Likely to be more di fficul t to implement

As  a  method of providing an operational  dispatch incentive, i t 

may be disproportionate and detrimental  to expose a l l  users  

to dynamic TOU tari ffs , even i f many of those users  cannot 

respond to them. Also disproportionate in comparison to 

a l ternative options   for providing high resolution rea l  time 

dispatch s ignals , such as  a  Ba lancing Mechanism approach 

which can provide a  price s ignals  for those users  who choose 

to participate in the BM and therefore can respond to them.

Inclining Block Rates – under this  

option a  lower unit rate would be 

appl ied to usage below a  certa in 

threshold, and a  higher unit rate to 

usage above this  threshold (note – 

more than two ‘blocks ’ could be 

used).

Scores  not 

a l l  entered

Smal ler users  may find i t di fficul t to monitor when their 

usage is  remaining within the 'lower' block in order to take 

action to avoid going over the threshold into the 'higher' 

block.

May clash and dis tort response to other price s ignals  which 

are a lso des igned to provide price s ignals  which may be 

associated with periods  of network s tress

Not cost reflective - an increment of usage does  not impose 

fundamental ly di fferent costs  i f driven by a  high usage user 

than by a  low usage user

Meets  service requirements  of low usage users  at low cost, 

whi ls t expos ing higher usage users  (e.g. EV owners ) to higher 

costs

Dependent on the level  of the ri s ing blocks  - ri sk of 

penal is ing large households  compared to smal ler 

households  for the same type of 'essentia l ' usage

Eas i ly appl ied to users  with HH metering Cannot be appl ied to users  with NHH metering

To be assessed SummaryScore

Effective Competition:

2 - Optimise Capacity Allocation

Effective Competition:

4 - Provide a level playing field for all network users

Efficiency of Implementation:

8 - Be Practical

Efficiency of Implementation:

9 - Be Proportionate

Effective Competition:

5 - Provide effective network user price signals, i.e. price signals which can be reasonably anticipated by a user with sufficient confidence to allow them to take action

Effective Competition:

6 - Appropriately allocate risk between individual network users and the wider body of users

Cost Reflectivity:

3 - Ensure that price signals reflect the incremental future network costs and benefits that can be allocated to and influenced by the actions of network users

Developments in Network Businesses:

1 - Efficiently meet the essential service requirements of network users

Developments in Network Businesses:

7 - Support efficient network development
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