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Welcome to our 2023/2024 Winter
Outlook. Despite the ongoing conflict in
Ukraine, the broad European energy
situation has improved since last year.
The market has responded bolstering
European gas storage and supplies and
the French nuclear fleet capacity is back
to pre-pandemic levels.

We have built on our experience of
winter 2022/23, and continued to build
resilience and minimise the potential
impact of credible risks and uncertainties
in the energy markets should they arise.

To support the ene
preparations for t
Winter Outlook sets out our view for
winter and the steps we have taken to
ensure we are well prepared.
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Our central view, as set out in the
Base Case scenario in this document,
is that there will be adequate

margins (4.4GW / 7.4%) through

the winter to ensure Great Britain
remains within the reliability standard?.

This represents a slight increase on the
margins forecast across last winter and is

broadly in line with recent winters. We do
however expect that there will be

some days where we will need to utilise
many of the tools in our operational
toolkit, including the use of system
notices?.

However, we have seen that the energy
markets performed as expected over the
last year and there is currently no reason
to doubt this wonot
winter.

As a prudent system operator, we cannot
completely discount risks of credible
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range of eventualities.

Alongside our Base Case we have
stress tested the impact of credible GB
and EU energy market events on the
system against the backdrop of
operational tools available to us.

We have also announced our intention to
reintroduce the innovative Demand
Flexibility Service for this winter, to
incentivise customers to reduce
consumption at periods when margins

are tightest.

As the ESO is responsible for the
balancing of national electricity supply
and demand, this document only covers
the electricity outlook for the winter
ahead.

This report covers the period from 30
October 2023 to 30 March 2024. The

b data treieze dage4os this opitleok was h i s
14th September 2023.

The Gas Winter Outlook published by
National Gas Transmission can be found
on their website here.

For more information, you can email us
at marketoutlook@nationalgrideso.com

1 The reliability standard is 3 hours Loss of Load Expectation (LOLE). Modelling shows the Base Case LOLE to be 0.1 hrs,

well within the standard.

2 These would include Electricity Margin Notices (EMNs), Capacity Market Notices (CMNSs) etc.


https://www.nationalgas.com/insight-and-innovation/winter--outlook
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Margins are slightly higher than last winter
under our Base Case. Under normal market
conditions margins are expected to be
adequate and within the Reliability Standard.

Our Base Case margin is 4.4 GW / 7.4%, which is
slightly higher than last year and broadly in line
with recent winters. The associated loss of load
expectation (LOLE) is 0.1 hours.

We expect there to be sufficient operational
surplus in our Base Case throughout winter.

There may be some days when margins are
tighter and we may need to use the tools in our
standard operational toolkit, including use of
system notices.

We will continue to work closely with our
neighbours in Europe, adopting a coordinated
approach providing reciprocal support.

Close co-operation between European system
operators through reciprocal support has played
an important role in helping maintain secure
supplies for customers in Great Britain and
Europe.

This will continue this winter, leading to periods
when imports flow from Europe when we need
them, provided by the market and / or ESO
trading, which is an important operational tool for
us.

Where there is sufficient market surplus, we
expect there to be periods when exports flow from
Great Britain to Europe, including over some peak
periods.

We have taken steps to build resilience and
minimise the potential impact of further risks
and uncertainties in the energy markets.

We continue to actively engage with Government,
Ofgem, National Gas Transmission and industry
stakeholders to ensure we understand and
mitigate any emerging risks for winter and that we
are well prepared.

We have also announced our intention for the
return of the Demand Flexibility Service that
incentivises customers to voluntarily flex the time
they use energy to help us manage the system
this winter.



Winter Preparedness

We have worked closely with Government, Ofgem, National Gas Transmission and other stakeholders to take steps to build our
resilience and minimise the potential impact of any further risks and uncertainties arising in GB and European energy markets.

While our Base Case margin is slightly higher than last year, risks and uncertainties
remain in global energy markets. Markets have responded, lessening the risks since
last winter, and we are continuing to actively monitor potential developments. For
example, two notable differences compared with last winter are that European gas
storage stocks are much higher than this time last year (see National Gas

Tr ans mi ¥ister@utléok Report), and the availability of the French nuclear
fleet is also expected to be higher (page 17).

As a prudent system operator we continue to prepare and plan for a wide range of
eventualities. This ensures we have the tools we need to operate the system safely
and helps to minimise the impact on electricity customers in Great Britain. We have
continued to work actively with Government, Ofgem, National Gas Transmission,
and other stakeholders to build resilience ahead of this winter. To prepare for winter
we have:

A Announced our intention for the return of the Demand Flexibility Service

A Continued to work closely with neighbouring transmission system operators in
Europe as we take a coordinated approach to provide reciprocal support to each
other that benefits all electricity customers

A Continued to work closely with Transmission Owners in GB to minimise the
impact of network outages over winter

A Taken steps to improve our ESO emergency actions and tools through changes
to the Grid Code

Demand Flexibility Service (DFS)

We recently announced our intention for the return of DFS used last year
and have submitted our proposal for
approval.

DFES incentivises consumers, as well as industrial and commercial users, to
voluntarily flex the time they use their electricity to help manage the system
this winter.

Last winter, DFS successfully saved over 3,300MWh across 22 events,
enough to power nearly 10 million homes. This year, we're committed to
developing DFS even further and are keen for more consumers and
businesses, large and small, to take advantage of this opportunity to reduce
their energy bills and carbon footprint.

Alongside potential live uses of the service to balance theetwork this
winter, we're running 12 incentivised test events that consumers and
businesses can participate in. Electricity suppliers, aggregators and
businesses who directly contract with us will receive a guaranteed
acceptance price of £3/kWh for at least six of the test events, subject to
registered volumes from January 2024.

Want to learn how DFS can benefit your busines$zind out more

ESO
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The de-rated margin of 4.4 GW (7.4%) is similar to the levels in recent years, but slightly
higher than last year (see page 9 for the drivers of the difference).

A The Base Case loss of load expectation (LOLE) is 0.1 hours/year, which is within
Reliability Standard of three hours per year set by Government.

A Margins are slightly lower than in the Base Case in our Early View of Winter, which had a
de-rated margin of 4.8 GW (8%). Since the Early View we have revised our demand-side
response (DSR) assumptions. Upon review, we now believe that a portion of the DSR
included in the Early View (around 350 MW) would be more likely to come through the
Demand Flexibility Service (DFS) and so we have now excluded this from our Base Case
margin here.

A Our Base Case assumes all providers with Capacity Market (CM) agreements deliver in
line with their obligations unless we have specific market intelligence otherwise (e.g.
notified outage on REMIT). This includes generators, storage, interconnectors and DSR
providers. We assume interconnectors can provide 5.1 GW net imports at times when we
need them to meet demand, in line with their CM agreements.

A Our Base Case assumes that there is no disruption to gas supplies.

A Our Base Case does not include any contribution from enhanced actions or out-of-market
services such as the Demand Flexibility Service.

We still expect that there could be some tight periods this winter where we need to use our
standard operational tools - such as issuing Electricity Margin Notices (EMNSs). Capacity
Market Notices (CMNs) may also be triggered. See Appendix B for more information on
EMNs and CMNs. We expect there to be sufficient available supply to respond to these
signals to meet demand.
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This winter we expect

A normalised weather corrected national demand? to be met in
the Base Case before using any operational tools.

A Average Cold Spell (ACS) demand to be met under our base
case but we may still need to use our operational tools (e.g.
system notices).

A normalised peak demand to occur in the first two weeks of
January, based on our latest forecasts.

A the minimum operational surplus to be lowest in early January
when the demand forecasts are combined with current
generator submissions.

How our assessments are developed

As we get closer to winter, we move from an assessment that considers the winter as a whole, to one where we consider margin on a day-by-day basis, as in Figure 2. This is our operational
modelling, and is closer to the perspective used in our control room. It includes actual plant outages, and is based on normalised national demand and transmission generation, therefore
representing what the market is currently intending to provide. Transmission constraints are not included. Our operational modelling helps to identify when tight periods are most likely to occur,
and to indicate when we may need to use our operational tools to manage margins. These periods do not necessarily occur at times of peak demand. This view will change throughout winter,
based on weather, changes to plant outages, and price differentials that drive interconnector flows. The operational surplus is a conservative scenario, especially with regard to wind generation
where the Effective Firm Capacity (EFC) level is used. Our 2022-23 Winter Review report shows that last winter there were only a few days when the EFC was not exceeded at peak.

Our Base Case operational view assumes imports from Continental Europe in line with Capacity Market agreements. It also assumes 750 MW exports to Ireland, which is based on long-term
historic flows. However, we have observed that the flows on interconnectors to Ireland have become much more variable in recent years and could reverse direction in the event of tight periods
in Great Britain, responding to market signals. Our Base Case operational view does not include potential market responses to higher demand or tighter conditions, such as power stations
increasing their output levels for short periods. Nor does it include our mitigation measures for winter (i.e. the Demand Flexibility Service). During periods of low operational surplus, generators
may be incentivised to reschedule planned outages by Capacity Market obligations or through revenue opportunities from higher market prices. ACS demand has historically always occurred
between the first week in December and the first week in February, but never during the Christmas fortnight or on a weekend. See Appendix C for more details on our analysis.

1plus station load
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