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Alternative proposal

• Zones with positive locational TNUoS HH: Directly use the £/KW figure 
generated by the TNUoS model (current method – does not change).

• Zones with Positive locational TNUoS NHH: £/KW (from model) x NHH TNUoS 
Model Zonal Demand / NHH forecast zonal annual demand across 4-7pm. 

    (current method used to convert to p/KWh – does not change)

• Zones with negative locational TNUoS HH and NHH: £k/KW (from model) x 
Total TNUoS model Zonal Demand / Total forecast zonal annual demand 
across all periods. 



Comparison of Tariffs

Overall same amount  

is allocated, but 

without perverse 

operational 

incentives



E.g. Calculation

• Step 1, calculate total revenues by zone A x B = C

• Step 2, divide total revenues by total all periods consumption: C / D / 10 = E

* Factor of 10 adjusts for conversion between £m to pence and TWh to KWh



Negative signals relate nearly entirely to Year Round 
circuits

• Most of the negative signal relates 

to year-round circuits.

• Actual savings are based on 

reduced constraints for year-round. 

Charging across all demand more 

reflective than across peak.

• 94.8% on a £/KW basis, 93.4% on 

a £ basis (i.e. vol adjusted). 



Frontier Analysis
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Frontier Analysis



8



CP30 extracts

£60bn network 

infrastructure required to 

reach CP30 is 

economically justified 

primarily  in terms of 

reduction of constraints 

– not the cost of meeting 

system HH peak. 



CP30: Flexibility is important  

“Clean power offers an opportunity to transform how residential, industrial and commercial consumers engage 
with their energy use. Consumer participation in actively shifting demand in line with signals from flexibility 
services, alongside the adoption of smart home devices and good operating practices will provide vital support 
to the network.”

“Our analysis implies a broad hierarchy of flexibility options for times when there is insufficient clean power 
to meet demand: Demand side flexibility, responding to innovative tariffs or other retail market offerings, 
would typically come first, reducing peak demand.”

• Demand flexibility is required for to decarbonise the grid

• Should be vary wary of introducing any operational signals that will interfere with efficient 

flexible dispatch or represent a barrier to entry.  



Short run operational signals
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NCC discount 

set to increase 

to 90%



In some zones – the operational signal is significant 

Operational signal 

will shift demand 

to peak periods.

Participation in 

demand flexibility 

will be much 

harder with this 

operational signal

Alt proposal does 

not have this 

barrier

• North Scot original and WACM proposal tariffs applied to historic elexon data 



Other points

• Year round circuits are built for constraints – charging year round circuits over peak could 

significantly over-reward some profiles.  

• Charging over peaks means a user that only used power over 13% of peak periods, could be 

significantly over rewarded. (i.e. a baseload customer would avoid 7.7x the constraints). Could 

be even higher, if taking into account constraints are less likely over peak. 

• Worse – near perfect flexible demand that reduced output over peaks, would not see any of 

the signal, despite being very good for the system. 

• Only takes 15 periods to predict a triad 

• Flexible demand in Scotland will shift demand to peak periods far more often than if just a triad 

were used. Instead of 15 HHs per year, more like 1600-2200 (depending on if they are an EII).  



Summary

• More practical – no distortive market signals

• Better aligned with outputs of TNUoS model (i.e. spreads Year Round circuits over year round 

demand)

• Better aligned with actual investment drivers, i.e. value of constraints avoided is modelled in 

Economic Appraisal prior to transmission investment recommendations being made

• Supported by external analysis and recommendation (i.e. Frontier)



Thank you
More info at statkraft.co.uk
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