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Introduction

A webinar was held on 14 October 2025 to outline the BSUoS draft tariffs for 2026/27 (Tariffs 7 & 8).

You can download the slide deck from this webinar HERE
You can view a recording of this webinar HERE

The following questions were asked, and answers provided during the webinar Q&A session. It is
worth noting that the written answers provided below may differ, be more detailed or include

additional information that we were not able to provide during the live webinar.:

# Questions Answers

Topic:

1. | Whatis the Originally when the fixed tariff methodology was first introduced, there
value of having | was a consideration that we could have a single fixed tariff over a 12-
2 charging month period. Fairly late on in the modification process, we started to
periods (Apr look at issues around seasonality and the potential for a single fixed
and Oct) tariff increasing the risk of a tariff reset being needed.
published at the
same time Seasonality, both in the different costs that we sometimes see in a
(Dec)? why isn't | winter period and the volume would mean that we would generally be
it just 1? recovering less at the start of the year (due to less volume) than we

would later in the year.
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With the Fixed Tariffs aim of always matching recovery to costs each
year, this would mean that a single tariff across the whole year would
increase the risk of a deficit in the first half of the year and therefore
increase the risk of a tariff reset being needed.

Having two 6-month tariffs to split the year up allows us to tune the
price a bit better to track what we need to recover to pay the expected
costs in that 6-month period.

3

Why does
constrain cost
forecast vary
between your
24-month
forecast and
monthly
forecast for
2026/27
especially where
Winter period
sees over
£400m
difference?

Topic:

How does the
balancing cost
in the Initial View
Tariff compare
to NESO’s latest
BSUoS monthly

We are seeing a decrease in our constraint cost forecasts for the fixed
tariff 8 and the start of 2027 and that's the fact that one of the key
assumptions that we use in our long-term model is looking at the
network options assessment (NOA).

We have recently (September 2025) updated our long-range constraint
cost assumptions to consider the most recent NOA studies, so there has
been an increase in constraint costs compared to previous forecasts.
However, there is still a projected decrease in thermal constraint costs
in 2027, before increasing across 2028 to the end of 2030. Details of
these assumptions can be found in the Data workbook of the Annual
Balancing Cost Report 2025, which is linked to the website below.

Balancing costs | National Energy System Operator

Our Initial Forecast of Tariffs 7 and 8 were based on our July -25
forecast (published in June), and Draft Tariffs were based on our
October -25 forecast (published in September).

Since June 2025, the balancing cost forecast for Tariff 7 has decreased
by £87.Im, driven mainly by an 8% reduction in forecast constraint costs
and a 2% decrease in the average wholesale price forecast.

costs of the two

forecast

(published mid-

September 257 | For Draft Tariff 8, the balancing cost forecast has increased by £109.4m
to £1.35b, primarily driven by an increase in constraint costs. Since the
Initial Forecast, we have updated our long-term constraint cost
assumptions to align to the latest NOA studies, which has slightly
increased constraint costs in Draft Tariff 8. Details of the thermal cost
projections that are used in our long-term modelling can be found in
the Annual Balancing Cost Report and Data Workbook as linked in the
question above.

4 | Tariffs 7& 8 As mentioned in Question 2, one of the assumptions influencing the
have the higher | |ower balancing costs in Tariff 8 is the reduction in projected thermal

constraints in 2027 from the latest NOA studies. Looking forward, the
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tariffs during the
Apr-Sep Period,
is this a trend
set to continue
in future tariffs?

pic: FEEDBACK
When initial,
draft and final
tariffs are
published could
you add row to
show the
variance from
the previous
view? This will
help visualise
and changes
from your
previous view
compared to
the current view.

long term BSUoS forecast as per the Annual Balancing Cost Report
shows that we are expecting balancing costs to rise out to 2030, and
therefore we may not see a similar change in constraint cost forecasts
year on year.

Balancing costs are also influenced by several seasonal and non-
seasonal drivers, including wholesale market prices, levels of renewable
generation, demand and network outages. Therefore, without
considering each of these drivers it is difficult to assume that the
spread of costs across a year would be the same in future years.

Due to the unpredictability of balancing costs, we use a probabilistic
approach in our forecast modelling to factor in the full range of
plausible scenarios.

Thank for your feedback.

We've included a graph and table within the slide pack appendix that
shows how the Final Fixed Tariffs and tariff forecasts have changed.

We'll look to incorporate this in our future webinars going forward as
well.
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BSUoS Tariff  Final Tarif  Fis Druﬂ Tariff Final Turiff Initial  Draft Tariff ﬂrl:l Tariff
Input 1 Forecast8 8
Balancing Costs 138700 180300 12593 15025 13255 15280 13791 12020 12385 13478
Internal Costs 2158 259 2364 3582 27185 5697 an8 4346 4186 4322
Recovery B} B ; i ; ; 3

adlactonent 5042 1820 2150 143 788 588 76.366 585
Other 875 875 - 487 43 -138 04 -3 -03 31
Total  1690.5 20065 99150 17264 12866 22482 1728 16647 1679.4 1718.4
Tarift (£/MWh) £13.41  £14.03 €763  E1217  £10.74  £1569  £1455  El42 £.03  £n.93
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