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Background and context: TNUoS tariffs

B TNUoS tariffs are set by National Grid and aim to recover allowed
revenue for all transmission owners.

B Currently other TOs give NG a forecast of revenue requirements in
November, and a final figure on January 25", Tariffs are then
published on January 315t for the following financial year (2 months
notice).

® National Grid have to forecast revenue requirements for OFTOs
expected to be appointed during the charging year.

® National Grid have to forecast the generation and demand
charging bases that will pay TNU0oS — can lead to under or over
recovery of TNUoS revenue. We hold other TOs ‘whole’ and pay
them what they have asked for on January 25", no matter what
the under / over recovery.
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Background and context: CMP244

B Difficulty particularly in forecasting the demand charging
base has led to volatility in TNUoS forecasts.

B Some Suppliers are concerned that this exposes them to
risk In setting prices, particularly for longer term fixed
tariffs.

B |n Feb 2015 Ofgem decided to extend the notice period
for electricity distribution tariffs to 15 months.

® Then in May 2015 EDF raised a proposal to change the
CUSC accordingly - CMP244 ‘Extension of the TNUoS
tariff notice period to at least 15 months’.
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CUSC proposal development

B 5 Workgroups to date, with mixed views. The
Proposer has now changed the original proposal to
consider a 6-8 month notice period rather than 15
months.

B Industry consultation opening mid / end October.

B A number of possible consequential code / licence
changes have been identified if the modification goes
ahead- but the timings of these will be dependent on
Ofgem decision on CMP244,
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TNUoOS under / over recovery

B NG currently hold other TOs ‘whole’ meaning that NG bears all under / over
recovery (reconciled via TNUOS tariffs 2 years later). Under / over recovery Is
recovered from or repaid to Transmission Users via TNUo0S 2 years later.

B The Licence dictates allowed financing rates that are added to under or over
recovery of 2% plus BoE base rate. This rate changes if under / over recovery
exceeds 5.5% of overall TNUOS revenue.

® The rates do not reflect the opportunity cost to National Grid of providing this
credit facility to the industry.

Over recovery >5.5% of MAR : retum revenue to users in t+2, with (base rate+4)%
interest added in year 1, and (base rate+2)% added in year 2.

3-5% of allowed | quer recovery: retum revenue to users in t+2, plus (base rate + 2)% interest

revenue

| p.a. (2.5%)
5.5% of allowed |  Under recovery: recover revenue from users in t+2, plus (base rate + 2)%
revenue | interest p.a. (2.5%)

Under recovery >5.5% of MAR : recover revenue from users in t+2, with (base
rate)% interest added in year 1, and (base rate+2)% added in year 2.
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Potential impact on the STC

B Concern currently is that iIf NG Is setting tariffs 6-8
months In advance, but other TOs can change their
revenue requirements up to 2 months in advance, NG Is
exposed to other parties’ forecasting risk.

B Therefore should the notice period be increased,
National Grid intend to propose a change to the STC
such that TOs have to give binding revenue forecasts
ahead of any future notice period for tariff setting.

B |mpact on STCP 13-1 (Data exchange for charge
setting), 14-1(Timing of invoicing and billing between
SO and TOs) and 24-1 (Provision of information for
charging forecasts).



