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C1-A: Existing transmission arrangements

Broadly s imi lar to exis ting 

arrangement at Transmiss ion level .   

Shal low connection boundary and 

locational  s ignal  a l low user 

behaviour to be influenced as  system 

costs  change over time and better 

faci l i tates  capaci ty 

trading/real location. Securi ti sation 

requirements  can be a  barrier for 

smal ler users .

Scores  not 

a l l  entered

1. Impl ici t network sharing

2. Shal low boundary faci l i tates  capaci ty rea l location

3. Zonal  requirements  are eas ier to understand than nodal , 

a l lowing parties  to plan better

1. Weaker penalty for overstating ini tia l  requirements  post 

connection (securi ty fa l l s  away)

2. Relatively weak locational  s ignal  gives  weaker incentive on 

location

1. Lack of large upfront connection costs  can help smal ler 

players .

2. Cons is tent arrangements  across  T and D give immediate 

improvements  by removing the discrepancy across  the T/D 

boundary

3. Can depend on ini tia l  a l location method

1. Securi ti sation tends  to favour larger players  who can rely on 

their credit ratings .  Securi ti sation would be vi rtua l ly 

imposs ible to manage at the smal l  bus iness/domestic level .

 

2. Users  are treated the same in terms  of connection charges  

regardless  of whether they trigger or not reinforcement 

1. If DUoS moved towards  more shal low connection, this  

would provide a  s tronger price s ignal  to reduce usage of the 

network - because a  more "use of system" based charge i s  an 

avoidable cost, whi le by contrast a  "connection" charge 

becomes  an unavoidable sunk once i t i s  pa id and/or 

committed to.

2. Zonal  pricing provides  sufficient granulari ty to provide an 

accurate price s ignal  - Without introducing the problems of 

volati l i ty and unpredictabi l i ty which would come from more 

nodal  pricing.

3. Annuitized connection charge a l lows  a  user a  good degree 

of certa inty, a lbei t an annuitised shal low connection charge 

i s  l ikely to be immateria l .

1. Size of, and method of deciding zones  can result in volati le 

charges  .

2. Shal low connection charges  combined with zonal  charging 

creates  weak cost s ignals  which may not be sufficiently s trong 

to generate any response

3. Strong time of use s ignals  are appropriate only where the 

charging model  i s  sufficiently predictable so users  can predict 

with charges  and make decis ions  with clari ty.  This  i s  of 

importance to new bui ld generators  (esp low carbon) where 

network charges  can have s ig. impact on project viabi l i ty. 

1. Annuitisation and securi ti sation to connection ensures  

appropriate a l location of ri sk at point of connection 

1. A shal lower "use of system" based charge exposes  users  to 

the ri sk that after they have made their investment decis ion, 

the usage charge may increase substantia l ly due to changes  

in regulations , government pol icy, or the actions  of other 

users  - This  i s  a  particular i s sue for low/zero margina l  cost 

generators , or large industria l  demand customers  who after 

their investment decis ion have incurred substantia l  sunk cost 

of their own assets  and are therefore not able to respond to 

an increas ing network use of system price s ignal . This  i s  a  

ri sk they face out with of their control .

2. With user commitment only extending to time of 

connection, ri sk tends  to fa l l  on wider body of users .

Despite requiring securi ti sation of annuity, creates  ri sk of 

asset s tranding related to reinforcement assets  which 

disproportionately shields  the connectee from risk

3. Shal low connection charges  socia l i ses  otherwise 

concentrated risk

4. Investment decis ions  have been made on the back of 

exis ting arrangements .

1. If DUoS moved towards  shal low charging, then every year, 

users  would face a  price s ignal  which reflected the 

incremental  future network cost. By contrast the current 

"shal lowish" DUoS approach places  more emphas is  on 

providing a  connection price s ignal  at the point that users  

make their ini tia l  investment decis ion.

2. Locational  element of forward looking charge a l low the 

price s ignal  to be varied as  the network and usage of the 

network changes .

1. Unpredictable behaviour by a  user could trigger 

reinforcement costs  which are never recovered from the user 

triggering them in ful l

 

2. Relatively weak price s ignals  (shal low connection charges  

and zonal  locational  charges).

3. Lack of locational  connection charge s ignal  makes  this  

charges  unl ikely to reflect costs .  Requires  s trong zonal  

charge. 

1. A move for DUoS from "paid up front" to "annuitised" may 

better meet requirements  of users  - A more level  playing for 

access , as  wel l  as  lower cost to customers  i f the cost of 

capita l   of the DNOs is  cheaper than the cost of capita l  of 

network users .

1. Uncerta inty over path of future locational  s ignals  can 

present an investment ri sk.

2. Provides  l imited locational  s ignal  to connectees , and so 

does  not provide cost s ignals  to users  to locate efficiently on 

the network

1. A DUoS move towards  more shal low connection provides  a  

new avoidable price s ignal  fore users  to reduce their use of 

the network - This  can result in more efficient use of the 

network, so reduce the need for the DNO to incur cost for 

network reinforcement

2. Incentive on network company to assess  a l ternatives  to 

traditional  reinforcements  as  capaci ty l imits  reached.

 

3. Shal low connection charges  can encourage trading or 

constra int management systems and development of DSO 

models  where rea l  time s ignals  of network constra ints  and 

flexibi l i ty can be del ivered. 

1. Less  of an up-front s ignal/commitment from users  to 

network companies  around their enduring needs

2. Limited user commitment beyond connection risks  asset 

s tranding

3.Shal low connection charges  enable customers  to connect 

where they wish without being exposed to the costs  driven on 

the network and hence may drive unnecessary costs  which the 

wider body of users  wi l l  have to bear

4. Current charging regime does   not incentivise the 'right' 

generation  to come onto the grid at the 'right' location

1. Shal low boundary and annuitisation a l lows  a l l  users  to 

connect

2. Genera l ly practica l  for large users .

3.Easy to adminis ter (a lbei t trans i tion could be chal lenging) 

with s tra ightforward connection charging and reasonably 

s imple zonal  ongoing charges

4. Shal low connections  may be required for 'system 

flexibi l i ty;'

1. For DUoS, a  more granular (zonal ) locational  charge may be 

more compl icated to ca lculate - However, s ince TNUoS 

operates  this  way a l ready, i t should be manageable.

2. User commitment arrangements  become increas ing di fficul t 

to adminis ter as  customer s ize deceases  (multiple 

bi latera ls?) and are probably impractica l  at the smal l  

bus iness/ domestic level . Signi ficant i ssues  in moving to this  

from anything other than a  shal low connection boundary.

3. Trans i tion would be chal lenging for dis tribution users  who 

have a l ready paid shal lowish connection charges

1. The benefi ts  in terms  of economic efficiency of price 

s ignals  should outweigh the practica l  i s sues  related to a  

more compl icated tari ff model .

2. Shal low boundary would mitigate the i ssue of relatively 

deeper connection boundary at dis tribution

3. Some granulari ty of locational  s ignal  may somewhat help 

mitigate increas ing demand at dis tribution

4. Shal low connection charges  are needed to ful ly use non 

network flexibi l i ty

1. Di fficul t to implement for smal ler users

2. Not proportionate as  minimal  benefi t del ivered

C1-B: Existing distribution arrangements

Broadly s imi lar to exis ting 

arrangement at Dis tribution level .  

There i s  some granulari ty of 

locational  charges  due to there being 

14 DNOs but this  i s  not caused by 

des ign of the charging framework.  A 

minori ty of customers  (EHV) do have 

locational  charges . Less  volati l i ty in 

locational  charges  but no forward 

looking locational  s ignal  to influence 

behaviour. More di fficul t to faci l i tate 

capaci ty trading/real location.

Scores  not 

a l l  entered

1. Upfront s ignal  encourages  locating demand where capaci ty 

exis ts .

2. Shal lowish connection boundary results  in capaci ty being 

ini tia l ly a l located to users  who va lue i t

1. A move of TNUoS towards  deeper ("shal lowish") connection 

may introduce a  greater need for secondary trading of 

connection rights , - which may be less  efficient.

2. Shal lowish boundary at dis tribution is  a  barrier to investing 

in connections , potentia l ly affecting optimal  capaci ty 

a l location

3. Lack of locational  s ignals

4. Moving to a  deeper connection charge wi l l  have 

impl ications  for behaviour in the Balancing Mechanism, for 

example how do parties  with phys ica l ly fi rm access  rights  bid 

into the BM and how does  this  interact with TCLC

1. Lack of ongoing user commitment can help smal ler players .

2. Cons is tent arrangements  across  T and D give immediate 

improvements  by removing the discrepancy across  the T/D 

boundary.

3. Shal lowish connection charges  ensure a  connectee 

appropriately contributes  to the cost of their connection, thus  

protecting the wider body of users

1. Change of TNUoS from "shal low" to "shal lowish" and "paid 

up front" could result in a  previous ly unexpected ca l l  on cash 

reserves  for network users . Users  with less  s trong balance 

sheets  may be subject to a  financia l  shock.

2. Obl igation to pay up front creates  barriers  to some users

3. Questions  about previous  connectees  who use up spare 

capaci ty - the connectee who drives  reinforcement i s  l iable 

for the apportioned (shal lowish) cost of reinforcement which 

may have been driven by a  series  of multiple connectees  to 

that point

1. Connection charges  wi l l  not be change over time based on 

other users  actions  on the network caus ing congestion

2. Shal lowish connection charge provides  some s ignal  to 

users  at time of connection

3. Lack of granulari ty ass is ts  with forecasting future charges

4. Strong up front connection charges  enable users  to make a  

very clear decis ion on the bas is  of the cost of connecting and 

the va lue of that connection to the user

1. Exis ting Transmiss ion users  would face no ongoing 

locational  price s ignal  which they could respond to - The 

locational  "use of system" price s ignal  would disappear and 

most users  could not respond to the new deeper "connection" 

charge unless  they were prepared to close their assets  before 

the charging arrangements  changed.

2. Al though connection charge i s  pa id up-front, often di fficul t 

to estimate reinforcement required when making appl ication

3. Lack of ongoing locational  charges  a l lows  users  l imited 

scope to adjust behaviour on an ongoing bas is  as  price 

s ignals  are relatively weak

1. If TNUoS moved to "shal lowish" with reduced "use of 

system" charges , this  would reduce the uncontrol lable ri sk to 

users  of future tari ff increase - That their "use of system" 

charges  may increase after they have incurrent their sunk cost 

investment decis ions .

2. Opportunity to vary the ri sk a l location by varying the rules  

defining the shal lowish boundary.

3. Ensures  connectees  are exposed to a  proportion of the 

reinforcement costs  they create, ensuring the wider body of 

users  i s  shielded from the risk of inefficient connections

1. Lack of user commitment

2. Lack of locational  s ignals

3. Depend on precise rules  of sha l lowish boundary - can 

result in ri sk mainly with wider body of users

4. Lack of location ongoing charges  effectively socia l i ses  ri sk 

of ongoing reinforcements  being required, rather than 

expos ing users  who have the abi l i ty to influence the cost to 

more of the ri sk

1. Users  face a  charge broadly reflective of their expected 

impact on the network at the time of connection which 

reflects  the investment that i s  made to del iver their 

requirements

1. If TNUoS moved towards  deeper connection charges  and no 

locational  charges , then exis ting transmiss ion users  would 

no longer face a  price s ignal  which reflected future network 

costs . 

2. Lack of locational  s ignal  in forward looking charges  leaves  

rel iance on temporal  s ignals .

3. Lack of ongoing locational  s ignal  l ikely to under-va lue 

ongoing behavioura l  changes , where changes  in behaviour 

post-connection may influence future network costs

1. Customers  have a  more s table/known up-front charge to 

secure sufficient capaci ty for their needs  rather than a  

potentia l ly volati le ongoing UoS charge

 

2. With more of the locational  charge in the connection charge 

this  can ass is t the investment case as  there i s  a  lower ri sk on 

locational  charge volati l i ty.

3. Strikes  a  reasonable ba lance between enabl ing users  to 

connect whi ls t not placing an undue cost burden on exis ting 

connectees

1. May be less  efficient i f a   move to "paid up front" may 

result in higher cost to customers  i f network user cost of 

capita l  i s  greater than TO cost of capita l

2. Obl igation to pay up front creates  barriers  to some users

3. Connection charges  can become prohibi tively high in 

constra ined areas  on the network and have a  'cl i ff edge' as  

constra int reached.

4. Lack of ongoing locational  s ignal  could result in inefficient 

use of the network and so unnecessary costs  for users

1. Low requirement on Network companies  to speculate on 

users ' requirements

2. Can send a  s trong s ignal  about capaci ty l imits  being 

reached and encourages  users  to connect where i t i s  most 

efficient to do so for network development

1. A move of TNUoS to no ongoing  locational  use of system 

price s ignals  may result in less  efficient locational  

investment decis ions , so more expens ive network 

reinforcement  - However, the disadvantage may be smal l  

s ince i t i s  important to note that generator locational  

investment decis ions  are driven primari ly by other factors  (not 

network charges) such as  the ava i labi l i ty of resource (wind, or 

hydro), pol icy decis ions  such as  subs idy for PV, or offshore 

wind, locations  where i t i s  poss ible to obta in planning 

consent (society prefers  large power s tations  to be bui l t away 

from areas  of demand such as  towns  and ci ties ), ava i labi l i ty 

of access  to gas  grid for fuel led s tations  and access  to 

cool ing, such as  sui table coasta l  s i tes .

2. Comparing costs  of constra ints  and network investment may 

be more di fficul t where more network costs  are recovered up 

front

3. Depends  on the parameters  in the shal lowish boundary 

des ign, but can s ta l l  further network development in 

constra ined areas  due to high connection charges .

1. If TNUoS moved to be more l ike DUoS, then we a l ready 

know that this  approach is  practica l  to operate

2. Arrangement exis t and would be minimal  change for the 

majori ty of users .

3. Easy to adminis ter with s imple ongoing charges

1. Obl igation to pay up front creates  barriers  to some users

2. Shal lowish boundary creates  barriers  to some users

 

3. Integrating flexibi l i ty and compensated connect and 

manage regimes  di fficul t due to shal lowish connection 

boundary.

4. Would require a  more complex connection charging 

methodology at transmiss ion, and trans i tion could be 

chal lenging with the potentia l  for a  'cl i ff-edge' before which 

customers  could connect more cheaply

Least change for most users

Benefi ts  clear, a lbei t with improvements  which could be 

made

1. For TNUoS to change to be more l ike DUoS may be 

disproportionate, because i t would cause some dis ruption, 

but fa i l  to solve the key i ssues  the change is  expected to 

address

2. Lack of ongoing locational  s ignals  cannot help support a  

more active dis tribution network with flexibi l i ty

3. Upfront payment of connection charges  on a  shal lowish 

boundary i s  a  materia l  i s sue as  identi fied by Baringa

C1-C: Strong connection charging

Simi lar to the arrangement that 

exis ted at dis tribution level  for DG 

connections  prior to 2005. Whi ls t i t 

gives  a  s trong ini tia l  locational  

s ignal , up front costs  can be so high 

that no connections  take place.  There 

i s  no incentive to release capaci ty 

that i s  not needed nor any abi l i ty to 

a l locate ri sk between connectee and 

wider body of users .

Scores  not 

a l l  entered

1. Strong upfront locational  s ignal  means  that enti re cost of 

locational  decis ion rests  with connectee.

2. Deep connection charging results  in capaci ty being ini tia l ly 

a l located only to those who va lue i t very highly

1. A move to ("deep") connection may introduce a  greater 

need for secondary trading of connection rights , - Which may 

be less  efficient than price s ignals  provided by "use of 

system" charges . Secondary trading clearing prices  would 

reflect the va lue to the users  instead of  reflecting the cost to 

the DNO.

2. Deep boundary pa id upfront wi l l  be a  s igni ficant barrier to 

some users , a ffecting optimal  capaci ty a l location and may 

lead users  to exi t grid

3. Strong up front s ignal  in i solation makes  any rea l location 

of capaci ty very di fficul t and encourages  hoarding.

4. Lack of locational  ongoing charges  could result in the va lue 

of ongoing usage of capaci ty being hidden from users , and so 

result in inefficient a l location

5. May result in capaci ty 'hoarding' due to sunk cost. This  

could be removed should there be a  penalty e.g. combined 

with use i t or lose i t

6. Interferes  with behaviour in the BM, as  parties  may need to 

bid above margina l  costs  to ensure cost of network 

connection recovered.

1. Deep connection charges  ensure a  connectee contributes  

ful ly to the cost of their connection, thus  protecting the wider 

body of users

2. Ensures  connectee ful ly contributes  to the cost that they 

impose on the system

1. A move to "deep" connection charging with "paid up front" 

would provide a  competi tive advantage to users  with s tronger 

ba lance sheets  and therefore disadvantage smal ler users  

and community groups .

2. Questions  about previous  connectees  who use up spare 

capaci ty - the connectee who drives  reinforcement i s  l iable 

for the ful l  apportioned cost of reinforcement which may have 

been driven by a  series  of multiple connectees  to that point

1. Connection charges  wi l l  not change over time based on 

other users  actions  on the network caus ing congestion

2. Lack of granulari ty in wider ongoing charges  ass is ts  with 

forecasting future charges

3. Strong up front connection charges  enable users  to make a  

very clear decis ion on the bas is  of the cost of connecting and 

the va lue of that connection to the user

4. Users  able to make predictable investment decis ion based 

on certa in connection charge

1. No forward price s ignal  to encourage action (locational  or 

otherwise).

2. There i s  potentia l  that connection costs  could change 

between winning a  CM agreement and connecting leading to 

inefficient bids  in subs idy scheme ra is ing costs  for a l l  

network users . 

1. True reflection of wider network cost i s  funded by the 

individual  user, wider users  are not at ri sk of funding 

s tranded assets  due to s igni ficant change in behaviour of the 

s ingle user

2. Protects  exis ting connectees  from a l l  ri sk related to new 

customers  once they are connected

3. Unl ikely to get 's tranded assets ' as  there wi l l  be a  lower 

SRMC. (downs ide of this  i s  less  plant wi l l  connect)

1. Individual  customer bears  ful l  network cost regardless  of 

future changes  in usage, network companies  are in a  pos i tion 

to dynamica l ly a l locate capaci ty and therefore reduce overa l l  

ri sk

2. Deep connection places  excess ive ri sk for reinforcement on 

individual  users

3. No abi l i ty to a l locate ri sk to the wider body of users .

4. Exposes  the wider body of users  to ri sks  associated with 

fa i led schemes  i f not funded upfront.

5. High levels  of ri sk on connectee

6. Increases  cost of the Capaci ty Market by ra is ing costs  of 

parties  bids , effectively rea l locating the ri sk back to a l l  

consumers

1. Users  face a  charge ful ly reflective of their expected impact 

on the network at the time of connection which reflects  the 

investment that i s  made to del iver their s tated requirements

2. Strong cost reflective price s ignal  at time of connection.

1. Connection charge based on forecast future network 

reinforcement i s  subjective because i t i s  based on the 

DNO/SO making assumptions  about the future which may turn 

out to be wrong

2. Users  may be charged for future network reinforcement 

which may never actual ly happen

3. It i s  not poss ible to objectively, or accurately attribute 

speci fic deep network reinforcement to individual  users  

because network reinforcement i s  lumpy and partly based on 

anticipatory investment regarding future users .

4. Connection charges  tend not to reflect "benefi ts" which 

users  cause from avoided reinforcement and no incentive for 

sharing/trading

5. Lack of ongoing locational  s ignal  l ikely to under-va lue 

ongoing behavioura l  changes , where changes  in behaviour 

post-connection may influence future network costs

1. Can provide certa inty on network costs  to ass is t investment 

case as  there i s  a  low risk on locational  charge volati l i ty.

2. Avoids  connected customers  contributing to the costs  of 

new connections

1. No change in charge i f users ' core needs  change over time

2. Deep boundary pa id upfront wi l l  be a  s igni ficant barrier to 

some users , a ffecting optimal  capaci ty a l location and may 

lead users  to exi t grid

3. Connection costs  become high (and have a  'cl i ff edge' as  

constra int reached) in constra ined areas  preventing the 

development of users  projects .

1. Incentive on users  to flex usage and location to avoid 

upfront costs .  Strong upfront locational  s ignal  minimises  ri sk 

of s tranded asset costs  (i f costs  recovered up front).

2. Strong connection price s ignal  encourages  users  to 

connected where i t i s  most efficient for network development

3. Incentive for users  to 'flex' usage and location

1. A change to no ongoing locational  price s ignals  may result 

in users  making less  economica l ly efficient investment 

decis ions , which may result in a  greater need and cost of 

network investment

2. Deep boundary pa id upfront wi l l  be a  s igni ficant barrier to 

some users , a ffecting optimal  capaci ty a l location and may 

lead users  to exi t grid

 

3. Strong upfront locational  s ignal  becomes  so s trong in 

constra ined areas  that further network development s ta l l s .

4. Lack of ongoing location s ignal  leaves  the network operator 

no means  of giving ongoing s ignals  for better use of the 

network.

5. Technology which can reduce constra ints  has  less  incentive 

to connect (i .e. s torage) i f up front connection costs  are higher 

and use of system charges  are lower

1. Simple to implement

2. Easy to adminis ter with s tra ightforward connection charging 

and s imple non-locational  ongoing charges

3. Easy to adopt however di fficul t for trans i tion

1. Trans i tion wi l l  be chal lenging - to move exis ting users  with 

shal low connection charges  to deep connection charges .

2. Deep boundary pa id upfront wi l l  be a  s igni ficant barrier to 

some users , a ffecting optimal  capaci ty a l location and may 

lead users  to exi t grid

3. Di fficul t to see how to implement in a  network us ing 

flexibi l i ty products .

4. Trans i tion l ikely to be chal lenging with the potentia l  for a  

'cl i ff-edge' before which customers  could connect more 

cheaply

5. Wi l l  require to changes  to CM, wholesa le and anci l lary 

services  markets .

1. Works  best for users  with large portfol ios  of projects  (can 

choose which project to invest in to find cheaper 

connections).

2. Numerous  benefi ts  to connected customers  who are 

protected from the costs  driven by new connectees

1. Disproportionate, because i t would cause s igni ficant 

dis ruption and may fa i l  to solve the key i ssues .

2. Deep boundary pa id upfront wi l l  be a  s igni ficant barrier to 

some users , a ffecting optimal  capaci ty a l location and may 

lead users  to exi t grid

3. Size of connection charges  on constra ined networks  i s  

unl ikely to be proportionate

4. Disproportionate barrier to connection

C1-D: Strong usage charging

‘Nodal ’ type locational  s ignal  due to 

ei ther di fficul ty of defining zones  or 

this  being impractica l  due to the 

multi  vol tage layers  at dis tribution 

level .  Annual  payment to recover 

connection charge but no 

securi ti sation of wider works . 

Provides  forward looking price s ignals  

but highly granular locational  s ignals  

can be volati le and hard to predict 

and lack of user commitment can lead 

to speculative appl ications  reducing 

the efficiency of capaci ty a l location .

Scores  not 

a l l  entered

1. Strong locational  s ignal

2. Shal low connection boundary i s  efficient for capaci ty 

a l location i f users  face cost reflective ongoing use of system 

charges  instead

3. Efficient for capaci ty a l location the flexibi l i ty of charging 

(e.g. no sunk cost)

1. Weaker upfront s ignal  from users  of their needs  which 

could make planning more di fficul t. Networks  are left to react 

to user behaviour.

2. Lack of user commitment and shal low boundary may 

encourage speculative appl ications .

1. Shal low would mean users  face the same ongoing "use of 

system" price s ignals

2. Shal low boundary with annuitisation a l lows  a l l  users  to 

connect

3. Lack of large upfront connection costs  can help smal ler 

players .

4. Risk of cross -subs idy with shal low connection charges  i s  

avoided through highly locational  ongoing charges

1. Stronger locational  s ignals  could lead to users  with s imi lar 

usage being charged very di fferently based on their location 

which they have l i ttle control  over

2. For large demand users  volati l i ty of network tari ffs  may 

place proportionately higher costs  on users  for whom energy 

i s  not core bus iness

3. Nodal  type changes  can be volati le and hard to forecast.

4. Model l ing i s  chal lenging - i f based on time to reinforce and 

a  new connectee drives  reinforcement, time to reinforcement 

wi l l  be low and so ongoing charges  low creating a  cross -

subs idy

1. If truly cost reflective, this  wi l l  provide the best poss ible 

s ignal  to users  a l lowing them to take the action that best 

reduces  their impact on the network.

2. Connection charges  more predictable and locational  

s ignals  can reflect changing capaci ty ava i lable.

3. Annuitised connection charge a l lows  a  user a  good degree 

of certa inty, a lbei t an annuitised shal low connection charge 

i s  l ikely to be immateria l .

4. Nodal  charges  l ikely to give s trong cost s ignal  on an 

ongoing bas is

1. Volati le (potentia l ly very volati le) nodal  prices  are di fficul t 

for users  to predict, so very di fficul t for users  to take them 

into account when making investment decis ions

2. Price volati l i ty inevi tably puts  higher prices  to end 

customers

3. Granulari ty of charges  makes  charges  less  predictable 

(di fferent to volati le).

1. Annuitisation and securi ti sation to connection ensures  

appropriate a l location of ri sk at point of connection

2. Securi ti sation unti l  connected protects  the wider customer 

base from risks  before connection

1. Nodal  pricing i s  volati le, so puts  more risk onto users  - This  

i s  not appropriate s ince users  can not control  the factors  

caus ing the volati l i ty and users  wi l l  genera l ly not be able to 

make investment decis ions  in response to those volati le 

prices  - so users  would be exposed to greater ri sk with no 

associated system benefi t.

2. Network companies/wider users  bear ri sk of s igni ficant 

changes  in user behaviour that trigger investment, i f the use 

i s  not susta ined wider customers  wi l l  bear this  cost

3. Lack of user commitment

4. Risk s trongly a l located to wider body of users  due to 

shal low boundary and lack of user commitment.

5. Despite requiring securi ti sation of annuity, creates  ri sk of 

asset s tranding related to reinforcement assets  which 

disproportionately shields  the connectee from risk, a lbei t 

over time the connectee would expect to contribute to that 

reinforcement through ongoing locational  charges

1. Users  would face an ongoing price s ignal  which reflected 

the incremental  future network cost or benefi t which they 

caused.

2. Strong locational  s ignal

3. Users  would face an ongoing price s ignal  which reflected 

the incremental  future network cost or benefi t which they 

caused.

4. Ongoing locational  charges  should be highly cost reflective, 

with incremental  future costs  and benefi ts  reflected on an 

ongoing bas is  i f i t can be ca lculated accurately (model l ing 

burden)

1. If a  user has  infrequent but high peak usage, this  could 

trigger s igni ficant reinforcement which i s  not recovered 

through usage charges  due to infrequent high usage

 

2. Lack of connection costs  s ignal .

3. Connection charge does  not reflect costs  or benefi ts  

locational ly

1. Shal low boundary and annuitisation a l lows  a l l  users  to 

connect

2. Shal low charges  and lack of user commitment reduce 

upfront development costs  to users

3. Meets  the requirements  of connecting customers  by 

enabl ing them to connect at low up front cost and with 

confidence of long term costs .

4. Provides  ongoing locational  s ignal  to connectees , and so 

provides  cost s ignals  to users  to both locate and then use 

(e.g. temporal ly) the network efficiently

5. If time of use s ignals  are efficient and predictable users  

can modify consumption patterns  or invest with more 

certa inty

1. Potentia l ly volati le based on surrounding users ' 

behaviours , therefore cost for essentia l  requirements  may 

change unpredictably

2. Uncerta inty over path of future locational  s ignals  can 

present a  s igni ficant investment ri sk with nodal  charging.

1. A DUoS move towards  more shal low connection provides  a  

price s ignal  to reduce network usage - This  can result in more 

efficient use of the network, so reduce the need for the DNO 

to incur cost for network reinforcement. TNUoS is  a l ready 

shal low.

2. Incentive on network company to assess  a l ternatives  to 

traditional  reinforcements  as  capaci ty l imits  reached.

3. Ongoing cost s ignals  enable users  to take action to use the 

network efficiently and so enable the network operator to 

develop efficiently

4. Low connection cost (a lbei t may not be in the right location)

5. Supports  development of flexible generation, s torage and 

demand which can respond to clear ToU s ignals

1. Nodal  pricing may result in less  efficient user investment 

decis ions , which in turn causes  less  efficient network 

investment - If the additional  tari ff volati l i ty caused by 

moving from zonal  to nodal  results  in a  reduced abi l i ty for 

users  to take the price s ignal  into account when making 

investment decis ions .

2. Lack of user commitment

3. Risk that highly locational  s ignals  are so volati le that they 

are ignored by customers .  Lack of user commitment can result 

i s  speculative appl ications  that ri sk s tranded asset 

development.

4. Shal low connection charges  enable customers  to connect 

where they wish without being exposed to the costs  driven on 

the network within the connection charge and hence may 

drive unnecessary costs  which the wider body of users  wi l l  

have to bear

1. Shal low boundary and annuitisation a l lows  a l l  users  to 

connect

2. Fi ts  wel l  with us ing non-network solutions  to expand 

capaci ty.

3. Connection charge s imple and easy to adminis ter. It i s  

poss ible to manage volati le charges  i f they are predictable

4. No required interaction with the Capaci ty Market

1. Nodal  tari ffs  may be more di fficul t to publ ish and more 

di fficul t for users  to understand.

2. Ca lculating/model l ing more cost reflective charges  for a l l  

users  would be a  huge exercise, especia l ly i f in near-rea l -

time

3. Lack of user commitment

4. Volati l i ty in pricing wi l l  be di fficul t for some users  to 

manage

5. Strong locational  s ignal  may be practica l ly di fficul t

6.Trans i tion arrangements  chal lenging for dis tribution

1. Shal low boundary would mitigate the i ssue of relatively 

deeper connection boundary at dis tribution

2. Strong locational  s ignal  may somewhat help mitigate 

increas ing demand at dis tribution

3.  Shal low connection charges  are needed to ful ly use non 

network flexibi l i ty

4. Simple connection charge easy to adminis ter

1. Move to nodal  prices  instead of zonal  would introduce 

additional  complexi ty and additional  ri sk whi le the impact on 

the cost to the system may be zero, or detrimental .

2. Lack of user commitment may not help resolve increas ing 

use of lower voltages

3. Di fficul t to implement for smal ler users

C2-A - Temporal Signals

There are s trong tari ffs  that have a  

high degree of locational  and 

temporal  granulari ty. There are no 

options  for rea l location of capaci ty 

rights  in this  option.

For example: tari ffs  could be nodal  

and change every 30mins

Scores  not 

a l l  entered

1. Strong TOU and locational  s ignals

2. Harmonised price s ignals  would improve price reflectivi ty 

of dis tribution and transmiss ion connected assets  in the BM 

1. Di fficul t for DNO/SO to predict how users  wi l l  respond to 

dynamic TOU price s ignals , which makes  this  a  blunt and 

ineffective tool  for the short-term operational  rea l location of 

capaci ty for managing network constra ints .

2. Assuming BM remains  in place for transmiss ion system, 

then DUoS TOU price s ignals  would need to be ful ly cost 

reflective and dynamic at high resolution. 

3. Fa i lure to achieve this  would fa i l  to optimise short-term 

capaci ty a l location because they would provide detrimental  

confl icting operational  price s ignals  compared with the BM.

1. Static TOU tari ffs  are eas ier to understand for a l l  users

2. (Large demand users ) Absence of requirement to 

participate in complex mechanisms  such as  the BM avoid 

placing proportionately higher costs  on users  for whom 

energy i s  not core bus iness

1. If TOU price s ignals  fa i l  to be ful ly cost reflective, then they 

would provide an unfa ir competi tive advantage to users  who 

are better able to take action to avoid them.

2. (Large demand users ) Volati l i ty of network tari ffs  may place 

proportionately higher costs  on users  for whom energy i s  not 

core bus iness

1. The time at which customers  use their energy i s  an 

important factor in their impact on the network (networks  are 

bui l t to meet requirements  of peak demand which i s  highly 

temporal ), therefore reactions  to temporal  s ignals  wi l l  have a  

meaningful  impact on the network

2. Strong locational  and TOU s ignal

3. Provides  a  level  playing field for whole system costs  - users  

pay during periods  of constra ints

4. Transparent and predictable s ignals  provides  clear s ignals  

to dispatch. Ideal ly avoiding dynamic UoS charges . 

1. For TOU price s ignals  to be ful ly cost reflective, then they 

need to be dynamic at high resolution. This  would make i t 

very di fficul t for users  to predict when planning their 

dispatch.

2. Static TOU price s ignals  would provide price s ignals  users  

could better respond to, but these would fa i l  to be effective 

for short-term operation of constra int management.

3. Likely very volati le s ignal

4. Volati le prices  wi l l  inevi tably increase cost to consumer

1. Increas ing volati l i ty and predictabi l i ty of tari ffs  provides  a  

clear s ignals  for users  to modify consumption or invest in new 

assets  to avoid higher charges  

1. Volati le cost reflective dynamic TOU price s ignals  would 

expose users  to increased risk of network and operational  

conditions  outs ide of users ' control  and which they wi l l  find i t 

di fficul t to respond to, so there i s  l i ttle/no system benefi t to 

expos ing users  to those risks .

2. Exposes  DNO/SO to the ri sk that users  may over/under 

respond to TOU price s ignals

1. Dynamic TOU price s ignals  updated in rea l  time at high 

resolution may provide a  cost reflective price s ignal  for 

operational  dispatch only.

2. TOU price s ignals  may be effective for reflecting future 

network cost i f used as  a  proxy for user operational  

characteris tics  (such as  reflecting the type of profi le of a  

particular demand customer), rather than providing an expl ici t 

TOU price s ignal  which users  are expected to respond to.

3. Static ToU s ignals  can be predictable and reflective i f 

ca lculated ex ante and charged ex post. a l lowing users  to 

rel iably forecast their charges  and modify behaviour in 

response.

1. Static TOU price s ignals  set in advance would fa i l  to provide 

cost reflective operational  price s ignals .

2. TOU price s ignals  are an ineffective approach for reflecting 

"future network cost" for incentivis ing user investment 

decis ions . Static TOU are not cost reflective, whi le dynamic 

TOU are too unpredictable to inform user investment 

decis ions .

3. Lack of abi l i ty to re-a l locate capaci ty

4. Dynamic ToU s ignals  are not predictable and make i t 

di fficul t to influence user behaviour

1. (Large demand users ) Absence of requirement to 

participate in complex mechanisms  such as  the BM avoid 

placing proportionately higher costs  on users  for whom 

energy i s  not core bus iness

1. (Large demand users ) Volati l i ty of network tari ffs  may place 

proportionately higher costs  on users  for whom energy i s  not 

core bus iness

1. Incentive on users  to flex usage and therefore col lectively 

make better use of exis ting capaci ty

2. Predictable UoS charges  encourage development in flexible 

capaci ty such as  s torage which can defer network investment

1. If TOU price s ignals  are ineffective at providing cost 

reflective price s ignals  which users  can respond to with 

investment decis ions , then they would fa i l  to support 

efficient network development.

2. Lack of abi l i ty to re-a l locate capaci ty.

3. Volati le and complex tari ffs  l imit the influence on user 

behaviour and so could lead to excess ive reinforcement

1. (Large demand users ) Absence of requirement to 

participate in complex mechanisms  such as  the BM avoid 

placing proportionately higher costs  on users  for whom 

energy i s  not core bus iness

2. Minimal  change required to CM arrangements

1. Dynamic TOU price s ignals  updated in rea l  time would 

require substantia l  resource, which may not be practica l .

2. Lack of trading.

3. Very volati le pricing.

4. Likely very di fficul t to adminis ter

1. Strong locational  and TOU s ignal  may somewhat help 

mitigate increas ing demand at dis tribution

2. Fa i r for whole system costs . E.g. you pay for the system 

when you are us ing i t

1. The complexi ty of rea l  time dynamic TOU price s ignals  

would not be proportionate given the increased risk and low 

benefi ts  i t would del iver.

C2-B - Balancing Mechanism

Access  can be sold and bought in the 

short term between users  and 

networks . This  could be through a  

type of extended balancing 

mechanism across  both transmiss ion 

and dis tribution. There are no 

locational  and temporal  s ignals  in 

this  option.

Scores  not 

a l l  entered

1. Abi l i ty to trade in the short-term - rea l i se the true va lue

2. Aggregator market i s  large and competi tive, there would be 

plenty of scope for participants  to provide BM aggregation 

services

1. (Large demand users ) Participation in BM may prove 

complex and effectively remove s igni ficant capaci ty from the 

market

1. Trans i tion to Smart Flexible System should open the door to 

users  of a l l  types  and s izes  participating in the BM for 

services  to the SO for operating the transmiss ion system. 

Since users  wi l l  be bidding in to the BM anyway, i t should be 

relatively practica l  to extend the BM to include DSO action for 

managing the Dis tribution system.

1. This  may disadvantage customers  who do not have the 

knowledge/resources  to take part in the mechanism

1. The BM is  effective at providing operational  price s ignals  to 

those users  who can respond to them, whi le avoiding 

impos ing operational  ri sk and price s ignals  on those users  

who can't respond to them.

2.Provis ion of a  market mechanism for constra int improves  

s i tuation at dis tribution

3. BM takes  into account locational  s ignals  and can optimise 

consumption/generation around constra ints

1. Relatively high engagement needed from users  wishing to 

react, this  could l imit participation and therefore actions  

taken.

2. (Large demand users ) Participation in BM may prove 

complex to the point where users  cannot respond to the 

s ignal  created.

3. Lack of temporal  s ignals

1. As  long as  network charges  provide a  cost reflective 

locational  price s ignal  for investment, then the BM approach 

of ensuring users  are "made whole" i s  appropriate. The 

operational  ri sk of operating the system then fa l l s  on the SO, 

which i s  best placed to manage i t.

2. Provis ion of a  market mechanism for constra int improves  

s i tuation at dis tribution

1. BM constra int costs  are used to provide a  clear and 

effective network investment s ignal  us ing Cost Benefi t 

Analys is  in meeting the Economy Cri teria  of the Transmiss ion 

investment s tandards  SQSS. This  network investment cost i s  

then reflected through the TNUoS Year Round tari ff element. It 

would be poss ible to use a  s imi lar approach for DUoS.

2. Provis ion of a  market mechanism for constra int improves  

s i tuation at dis tribution

3. Costs  of constra ints  within network can be a l located to 

create area  speci fic DBSUoS or imbalance prices  creating a  

s ignal  to parties  to buy energy behind constra ints

1. (Large demand users ) Participation in BM may prove 

complex to the point where users  cannot respond to the 

s ignal  created.

2. Lack of locational/TOU s ignals .

1. In this  model , network users  place bids  in the BM to reflect 

the va lue to that user of their short-term access  to the 

network. In this  way users  who place a  high va lue on access  

get to keep i t, whi le users  prepared to give up their access  

are compensated and "made whole".

2. Compl imentary to locational  ToU s ignals  as  parties  can bid 

into the mechanism with knowledge of their own costs

1. (Large demand users ) Participation in BM may prove 

complex to the point where users  cannot respond to the 

s ignal  created.

2. Lack of locational/TOU s ignals

1. BM model  provides  price discovery and clear economic 

evidence to eva luate whether i t i s /is  not economica l ly 

efficient to make particular network reinforcement 

investments . 

2. Provis ion of a  market mechanism for constra int improves  

s i tuation at dis tribution

3. short-term trading and rea l location can support investment 

in s torage to take advantage of locational  pricing s ignals

1. (Large demand users ) Participation in BM may prove 

complex to the point where users  cannot respond to the 

s ignal  created.

2. Lack of locational/TOU s ignals

1. The Balancing Mechanism a lready operates  for exis ting 

users  which are a  Ba lancing Mechanism Unit (BMU). It i s  

therefore a  proven approach which could be extended to 

other smal ler users .

2. Not too complex to create large integrated system as  a  EU 

level  scheme is  a lso being developed

3. Competi tion from aggregators  wi l l  provide multiple routes  

to market

4. Minimal  changes  to CM

1. BM requires  a  not-ins igni ficant level  of engagement from 

users  beyond s imply changing their behaviour, this  may not 

be practica l  for smal ler customers .

2. (Large demand users ) Participation in BM may prove 

complex to the point where users  cannot respond to the 

s ignal  created

3. Could require l i cence changes  to exemptions  so parties  

must be in BM

1. Ba lancing Mechanism approach provides  substantia l  

benefi ts  with l imited additional  complexi ty.

2. Provis ion of a  market mechanism for constra int improves  

s i tuation at dis tribution

3. Minimal  changes  to CM

1. Lack of locational  and TOU s ignals  exacerbate changing use 

at dis tribution

C2-C - Full Range of Operational Signals

There are a  range of s ignals  des igned 

to influence user behaviour.:

- A form of extended balancing 

mechanism across  T&D for ST trading 

of access  rights  between users  and 

networks

- Users  can trade M-LT access  rights  

with other users

-There are tari ffs  that vary temporal ly 

and locational . They are not very 

s trong and may be set by zones  for 3 

hour periods  for example.

Scores  not 

a l l  entered

1. Abi l i ty to trade in the short-term and medium-term both in 

a  market and bi latera l ly

2. Some locational  and TOU s ignals

3. Suppl iers  and aggregators  can use portfol ios  to provide 

aggregate capaci ty to So across  range of timescales

1. Di fferent approaches  on di fferent networks  - If TOU tari ffs  

fa i l  to be cost reflective, then TOU tari ffs  on one network (e.g. 

Dis tribution) can dis tort BM dispatch for managing other 

networks  (other Dis tribution networks  and Transmiss ion 

network)

2. Di fferent approaches  on same network - Dynamic TOU 

would create a  problem even i f TOU tari ffs  are cost reflective 

because there wi l l  be two di fferent price s ignals  for the same 

purpose of a l locating short-term capaci ty on an operational  

bas is . Feedback effects  could lead to unintended 

consequences , unpredictable and volati le prices  which would 

be economica l ly inefficient and result in higher cost to 

customers .

3. Volati le and complex s ignals  l imit the influence on user 

behaviour and so could lead to excess ive reinforcement

1. (Large demand users ) Weak locational  and TOU s ignals  

may support access  for a l l

2. Effective price s ignals  across  timescales  encourages  

aggregation and competi tion in supply - a l lowing economies  

of sca le

1. If TOU s ignals  fa i l  to be ful ly cost reflective for BM 

participants , then this  would dis tort competi tion in the BM

2. Volati le and complex s ignals  l imit the influence on user 

behaviour and so could lead to excess ive reinforcement

3. (Large demand users ) Participation in BM may prove 

complex and effectively remove s igni ficant capaci ty from the 

market

4. Bi latera l  trading may favour larger parties

1. This  wi l l  provide the best s ignal  to users  of their impact on 

the network meaning any reaction wi l l  be meaningful  to 

network investment impacts

2. BM a l lows  parties  to reflect their own costs  to SO, which 

includes  ToU and other network charges , therefore better 

dispatch i s  achieved when parties  set their own costs . 

1. If BM and TOU are providing di fferent, contradictory price 

s ignals  for the same users  for the operation of the same 

network, then this  would not provide effective price s ignals  

which users  could respond to.

2. Bi latera l  trading enables  some users  to arbi trage between 

other price s ignals  which may lead to economica l ly inefficient 

behaviour in BM and TOU responses  via  adverse selection

3. (Large demand users ) Participation in BM may prove 

complex 

4. Complexi ty may hinder most optimal  market solution

1. Some locational  and TOU s ignal

2. Provis ion of a  market mechanism for constra int improves  

s i tuation at dis tribution

3. Abi l i ty to trade a l lows  change of use

4. Abi l i ty to aggregate customer and generation together 

could offset ri sk through portfol io approach, vertica l  

integration and economies  of sca le

1. DNO/SO trying to use BM tools  to manage operational  

dispatch may be hampered i f users  are a lso sel f dispatching 

for TOU price s ignals .

1. Location and time of usage impact investment, therefore 

sending these s ignals  to users  i s  truly cost reflective

2. Provis ion of a  market mechanism for constra int improves  

s i tuation at dis tribution

3. Abi l i ty to trade a l lows  change of use

1. If both TOU and BM price s ignals  are provided to the same 

users  for action to manage the same network, then the net 

effect would not be cost reflective.

2. There may be a  ri sk that i f some types  of users  are exposed 

to TOU tari ffs , whi le di fferent types  of user are exposed to BM 

instead, then users  which cause the came cost/benefi t may 

face di fferent prices .

1. The abi l i ty to hedge network access  through medium to 

short-term products  a l lows  users  to effectively manage the 

risk of the costs  of network access  and buy the access  they 

require

2. The abi l i ty to buy extra  access  through short-term 

real location or s ignal l ing pricing in the BM al lows  parties  to 

get the access  they want

1. Potentia l ly volati le based on surrounding users ' 

behaviours , therefore cost for essentia l  requirements  may 

change unpredictably

2. Volati le and complex s ignals  l imit the influence on user 

behaviour 

3. (Large demand users ) Participation in BM may prove 

complex 

1. Should support type of development at correct location 

(assuming that these parameters  are captured)

2. Incentive on users  to flex usage and therefore col lectively 

make better use of exis ting capaci ty

3. Provis ion of a  market mechanism for constra int improves  

s i tuation at dis tribution

4. BM model  provides  price discovery and clear economic 

evidence to eva luate whether i t i s /is  not economica l ly 

efficient to make particular network reinforcement 

investments . 

5. Abi l i ty to trade a l lows  change of use

1. If there i s  a  confl ict between the price s ignals  provided by 

TOU and BM, then this  wi l l  fa i l  to provide an efficient price 

s ignal  for network bus inesses  to invest in network 

reinforcement or could lead to excess ive reinforcement

2. (Large demand users ) Participation in BM may prove 

complex and effectively remove s igni ficant capaci ty from the 

market

3. Bi latera l  trading may favour larger parties , reducing 

capaci ty trading overa l l

1. It may be practica l  to use di fferent approaches  (TOU Vs  BM) 

for di fferent types  of user (e.g. demand Vs  generation) or for 

the management of di fferent networks  (T Vs  D). There may be 

reasons  why a  di fferent approach may be more sui table in 

di fferent ci rcumstances . However, i t i s  not practica l  to use 

both for the same users  for management of the same 

network.

1. Ca lculating/model l ing more cost reflective charges  for a l l  

users  would be a  huge exercise, especia l ly i f in near-rea l -

time

2. Could require l i cence changes  to exemptions  so parties  

must be in BM

1. If there i s  a  sound economic justi fication then i t may be 

proportionate to use di fferent approaches  (TOU and BM) for 

di fferent types  of user, or for di fferent networks .

2. Provis ion of a  market mechanism for constra int improves  

s i tuation at dis tribution

3. Some locational  and TOU s ignal  may somewhat help 

mitigate increas ing demand at dis tribution

4. Cost reflective approach

C2-D - Bilateral Trading

Users  are able to trade their access  

rights  in the ST&LT with other users . 

Trades  are bi latera l  between parties . 

This  a l lows  unused or less  va lued 

capaci ty to be used by other parties . 

There are no locational  or temporal  

tari ffs  with this  option.

Scores  not 

a l l  entered

1. Users  trading bi latera l ly could potentia l ly ensure efficient 

a l location of exis ting capaci ty, particularly where users  are 

wi l l ing to change behaviour to "release" exis ting capaci ty 

once i t i s  given va lue.

1. Bi latera l  trading involves  a  smal ler, less  l iquid market, 

which could be expected to result in a  less  economica l ly 

efficient result. May favour larger parties , reducing capaci ty 

trading overa l l

2. DNO/SO would have poor control  of the short-term 

operational  dispatch of particular users , which would make i t 

di fficul t for DNO/SO to optimise capaci ty a l location on an 

operational  timeframe.

3. Lack of locational  and TOU s ignals

1. By making requirements  for capaci ty a l location on 

suppl iers  you could encourage supply market competi tion , 

lowering costs  for consumers  trading access .

1. Users  with better contacts  and resources  would have a  

competi tive advantage and risk speculative trading behaviour

2. Bi latera l  trading may favour larger parties , reducing 

capaci ty trading overa l l

1. Parties  wi l l  have sufficient view of their own costs  once 

capaci ty has  been secured to make decis ions  about operation

2. Mandatory and transparent platforms  for trade 

noti fications  and reserve prices  can provide price 

transparency

1. Bi latera l  traded prices  are more l ikely to be opaque, not 

publ ica l ly ava i lable and very di fficul t to predict s ince they are 

based on a  negotiated agreement based on the va lue to the 

respective parties  and their relative bargaining s trengths .

2. Lack of locational  and TOU s ignals

3. Lack of market for short-term and long-term constra int

1. For deep connection boundary ri sk may be reduced for 

users  who would otherwise be committed to paying deep 

connection charges . By contrast, for shal low connection, 

bi latera l  trading i s  not genera l ly needed, as  shown by TNUoS 

where i t i s  an option which i s  rarely used.

2. Abi l i ty to aggregate customer and generation together 

could offset ri sk through portfol io approach, vertica l  

integration and economies  of sca le

1. Lack of locational  and TOU s ignals

2. Lack of market for short-term and long-term constra int

3. As  suppl iers  forecast increas ing use in a  network, they wi l l  

need to buy more access  rights , and therefore be wi l l ing to 

pay more. This  creates  a  price s ignal  for generation or 

network development in those zones  who can sel l  that 

capaci ty. 

1. Abi l i ty to trade bi latera l ly

1. Price s ignals  do not reflect investment cost, but they reflect 

the va lue to the respective users  in the trade. A key question 

is  what provides  the anchor va lue for the access  right being 

traded? - In TNUoS, this  i s  the va lue of TEC. In DUoS, this  i s  

the va lue to the respective users  of being constra ined off 

without receiving compensation i .e. trading their place in the 

last in / fi rs t out order of curta i lment.

2. Lack of locational  and TOU s ignals

3. Lack of market for short-term and long-term constra int

1. Fi rm access  ava i lable for core capaci ty

1. Bi latera l  trading i s  better than nothing, but i t i s  less  l iquid 

and transparent, so less  effective at del ivering the 

requirements  of users  than a  BM.

1. Would reveal  the true va lue of capaci ty to users  (to some 

extent, market s tronger for this ) a l lowing networks  to make 

informed decis ions  on whether investment i s  in best interest 

of customers  on a  hol is tic bas is

2. Needs  to be a  market platform for trades  to be noti fied to, 

no reason network operators  would be unable to see this  

with prices  included

1. Di fficul t for network bus inesses  to obta in a  price s ignal  for 

network investment from  bi latera l  trades  between users .

2. Lack of locational  and TOU s ignals

3. Lack of market for short-term and long-term constra int

1. Exchange rates  are needed when trading access  between 

di fferent types  of user. It would be impractica l  for DNO/SO to 

ca lculate these for di fferent types  of user for di fferent 

locations  in rea l  time, i f there was  a  high volume of bi latera l  

trading.

2. Lack of network-user s ignals  beyond fi rm access

3. Requires  changes  to CM arrangements

1. It would appear disproportionate to dismantle exis ting 

wel l  functioning arrangements  in the BM to replace i t with 

bi latera l  trading, especia l ly i f bi latera l  trading were a  less  

effective solution.

2. Lack of locational  and TOU s ignals  exacerbate changing use 

at dis tribution

C2-E - Market Trading

Users  are able to trade their access  

rights  in the ST&LT with other users . 

Trades  are made within open 

markets . This  a l lows  unused or less  

va lued capaci ty to be used by other 

parties . There are no locational  or 

temporal  tari ffs  with this  option.

Scores  not 

a l l  entered

1. More l iquid than bi latera l  trading

2. Abi l i ty to trade in the medium-term

1. DNO/SO would have poor control  of the short-term 

operational  dispatch of particular users , which would make i t 

di fficul t for DNO/SO to optimise capaci ty a l location on an 

operational  timeframe.

2. No abi l i ty to trade in the short-term

3. Lack of locational  and TOU s ignals

1. (Large demand users ) Absence of requirement to 

participate in complex mechanisms  such as  the BM avoid 

placing proportionately higher costs  on users  for whom 

energy i s  not core bus iness

2. By making requirements  for capaci ty a l location on 

suppl iers  you could encourage supply market competi tion , 

lowering costs  for consumers  trading access

1. Risk of speculative behaviour putting some users  at a  

competi tive disadvantage

1. Unl ike bi latera l  trading, market trading would publ icly 

reveal  the va lue being revealed by users  a l lowing a  wider 

audience to participate and therefore react

2. Abi l i ty to trade in the medium-term

3. Parties  wi l l  have sufficient view of their own costs  once 

capaci ty has  been secured to make decis ions  about operation

1. Lack of locational  and TOU s ignals

2. Lack of market for short-term constra int

3. Di fficul t to anticipate what the market clearing price may 

be when planning dispatch.

1. Abi l i ty to aggregate customer and generation together 

could offset ri sk through portfol io approach, vertica l  

integration and economies  of sca le

1. Lack of locational  and TOU s ignals

2. Lack of market for short-term constra int

1. Abi l i ty to trade in the medium-term

2. As  suppl iers  forecast increas ing use in a  network, they wi l l  

need to buy more access  rights , and therefore be wi l l ing to 

pay more. This  creates  a  price s ignal  for generation or 

network development in those zones  who can sel l  that 

capaci ty. 

1. If locational  charges  are ca lculated di fferently for di fferent 

types  of user, then secondary trading may enable users  to 

arbi trage di fferent charging formulas  in a  way which results  

in the ful l  year charge they pay not being cost reflective of the 

cost they cause.

2. Lack of locational  and TOU s ignals

3. Lack of market for short-term constra int

1. Fi rm access  ava i lable for core capaci ty

1. Would reveal  the true va lue of capaci ty to users  a l lowing 

networks  to make informed decis ions  on whether investment 

i s  in best interest of customers  on a  hol is tic bas is

2. Abi l i ty to trade in the medium-term

1. If secondary trading enables  some users  to arbi trage 

di fferent charges  at di fferent times , then net price s ignal  

received by users  may be di fferent from what the DNO/SO 

intended when the tari ffs  were origina l ly ca lculated. 

2. Lack of locational  and TOU s ignals

3. Lack of market for short-term constra int

1. Li ttle attempt to provide locational , TOU or operational  

short-term s ignals  i s  relatively s imple

1. Must be faci l i tated centra l ly

2. Lack of operational  network-user s ignals

3. requires  change to CM arrangements

1. Lack of locational  and TOU s ignals  exacerbate changing use 

at dis tribution

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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