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Modification Update
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Timeline Update

Claire Goult – ESO Code Administrator



Updated Timeline as from 24 November 2023

Milestone Date Milestone Date

Modification presented to Panel 25 November 2022 Workgroup report issued to Panel (5 working days) 19 October 2023

15 February 2024

(CUSC Panel papers Day)

Workgroup Nominations (15 Working Days) 28  November 2022 to 19 

December 2022

Panel sign off that Workgroup Report has met its Terms 

of Reference

27 October 2023

23 February 2024

(CUSC Panel)

Workgroup 1  - Understanding of  overall OTNR 

landscape, Modification process, Workgroup 

responsibilities, issue, scope  and proposed solution, agree 

timeline and terms of reference

23 January 2023 Code Administrator Consultation (15 working days) 6 November – 27 November

26 February 2024 to 15 March 

2024

Workgroups 2, 3 and 4 – Agree the principles of 

Anticipatory Investment, consider possible solutions, 

identify alternatives

6 March 2023, 29 March 2023, 

20 April

Draft Final Modification Report (DFMR) issued to Panel 

(5 working days)

7 December 2023

18 April 2024

(CUSC Panel Papers Day)

Workgroup 5 & 6 – Consider draft legal text and consider 

Workgroup Consultation comments and questions. Finalise 

Workgroup Consultation

10 May 2023, 22 May 2023 Panel undertake DFMR recommendation vote 15 December 2023

26 April 2024

(CUSC Panel)

Workgroup Consultation (15 working days) 24 May 2023 to 21 June 2023 

(extended)

Final Modification Report issued to Panel to check 

votes recorded correctly (5WD)

18 December to 22 December

29 April 2024 to 3 May 2024

Workgroup 7, 8, 9, 10 & 11 - Review Workgroup 

Consultation responses, consider new points, review 

solution and any alternatives

Workgroup 12 & 13 – Finalise new solution, 2nd Workgroup 

Consultation finalise and specific questions

3 August 2023, 11 August 

2023, 24 August, 21 September 

2023 and 17 October

8 December 2023, 21

December

Final Modification Report issued to Ofgem 5 January 2024

7 May 2024

Second Workgroup Consultation (20 working days as 

Christmas)

22 December 2023 to 24 

January 2024

Ofgem decision TBC

Workgroup 14 – Review consultation responses and 

finalise solution

Workgroup 15 – Review legal text Finalise Workgroup 

Report and Vote

30 January 2024

13 February 2024

Implementation Date 1 April 2024

Q3 2024



Rationale for Solution and Analysis

Nitin Prajapati – Proposer
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Rationale for Proposed Solution
Overarching view

• It is important to balance incentivising Offshore Coordination, protecting developers from significant and unrealistic liabil ities and 
the risk put on end consumers.

• With the proposed solution, although cost recovery is a consideration, there is a strong emphasis on incentivising the development 
of offshore generation in a coordinated way. 

• Therefore driving the appropriate behaviours is key, whilst building on the principals we have in the methodology today.

Background to liability percentages

• CMP192 considered Wider works benefited both the Transmission and Demand side, therefore a 50/50 split was originally 
considered between developers and consumers in terms of liabilities.

• There was also an appreciation that if a developer terminated their project, a Global Asset Refuse Factor (GARF) could be 
considered to represent the potential for reusing components of the asset.

• Therefore a split of 33/67 (developer/customer) was deemed more reflective prior to Final Investment Decision (FID).

• However as project development progresses and nears completion, the GARF would reduce as components of the asset become 
more tailored to a specific project, so post the trigger date, the value moves to 67/33 (developer/customer) to reflect this.

• Additionally post FID, the developer will have the financial backing for the project, and considered to be in a better position to 
secure larger liabilities.     



Rationale for Proposed Solution
Rationale for Liability Percentages

• It is firstly important to consider the principles we have in place in the methodology today and utilising this as a platform to build on.

• Therefore for CMP402, a 33% liability is proposed to apply to the later project (Later User) pre trigger date and 67% post trigger date.

• So, although the consumer is responsible for a large proportion of the liability initially, this is negated to an extent by the possibility of the 
assets being re-used by another project, should the Later User decide to terminate.

• This risk to consumers could be further minimised if the initial project submitted a new application under the Early Stage Assessment (ESA) to 
re-asses the AI and non AI values.

• Through the Workgroup process we have identified that the 33% liability value for the later project prior to the trigger date would result in 
significant liabilities therefore the solution has been further developed to consider fixed liabilities prior to the trigger date.

Background for fixed liabilities

• CUSC section 15 part 3.9 outlines that if a construction agreement is terminated or the TEC is reduced before the trigger date, the liabilities 
would be the lower of:

• (a) a sum equivalent to the Cancellation Charge (and if not known an estimate of this) which would apply in the Financial Year which is 3 

Financial Years prior to the Financial Year in which the Charging Date occurs; or

• the liabilities would vary according to the financial years from the date of the construction agreement to the trigger date as follows:

• up to the end of the first Financial Year (i.e. t =1), a Pre Trigger Amount of (£1/kW) 

• Where t = 2, a Pre Trigger Amount of (£2/kW) 

• Where t ≥ 3 up to Trigger Date, a Pre Trigger Amount = (£3/kW)



Rationale for Proposed Solution
Rationale for fixed liabilities

• Again if we build on the principles outlined in CUSC, we can scale these fixed liabilities appropriately and apply them to the offshore 
assets for AI.

• Therefore the following liabilities are proposed for offshore assets under CMP402:

• the liabilities would vary according to the financial years from the date of the construction agreement to the trigger date as 

follows:

• up to the end of the first Financial Year (i.e. t =1), a Pre Trigger Amount of (£2/kW) 

• Where t = 2, a Pre Trigger Amount of (£4/kW) 

• Where t ≥ 3 up to Trigger Date, a Pre Trigger Amount = (£6/kW)

• The scaling from £2,4,6/kW helps reflect the relative size and costs of offshore assets compared to onshore assets.

• Looking at the typical range of liabilities that radial offshore projects have today, applying the above principles would help to address 
the balance of AI costs and more importantly enable the liabilities for non radial offshore projects to fall within a similar range.

• This would effectively help strike the right balance between incentivising Offshore Coordination, protecting developers from 
significant and unrealistic liabilities and the risk put on end consumers.



Rationale for Proposed Solution
Benefits of the overall solution

• Builds on the principles we have in the CUSC methodology today in terms of fixed liabilities pre trigger date and liability percentages 

post trigger date.

• Enables consistency in approach across the CUSC section 15 methodology.

• Considering the range of typical liabilities today, the proposed solution will help the offshore generators to fall within a similar range.

• This in in turn should drive the right behaviours, encourage investment and offshore coordination.

• Fairly simple approach to implement.

• Provides certainty to developers on liabilities pre trigger date, helping with FID.

• Future proofs the methodology for future projects with Anticipatory Investment.



Workgroup Report Analysis



Comparison of Onshore Radial v AI Liabilities (500MW)

• The example below is based on a Later Users project which is 500MW. The design used is a 1GW HVAC costing in the region 
of £915m.

• This assumes a 50/50 split for the AI cost from the overall cost of the project, therefore the AI cost is £457m.

• The table and the graph illustrate how the Later Users liabilities have now changed as a result of the Capping of AI liabilit ies up 
until the Trigger Date.

• For completeness, this also takes into consideration the onshore liabilities which the Later User will also possibly be liable for 
based on example values.



Comparison of Onshore Radial v AI Liabilities (1000MW)

• The example below is based on a Later Users project which is 1000MW. The design used is a 2GW HVDC costing in the 
region of £1826m.

• This assumes a 50/50 split for the AI cost from the overall cost of the project. Therefore the AI cost is £913m.

• The table and the graph illustrate how the Later Users liabilities have now changed as a result of the Capping of AI liabilit ies up 
until the Trigger Date.

• For completeness, this also takes into consideration the onshore liabilities which the Later User will also possibly be liable for 
based on example values.



Typical Offshore costs in accordance to Offshore Coordination

The below demonstrates where a majority of the costs are in accordance to the Initial User’s project cycle: 

TRIGGER DATE   

 

 

Project Costs

Project Phase DEVELOPMENT PROCUREMENT

01/01/2029

Later User (G2)
Liability Capped at £2000 per 

MW

Liability Capped at £4000 

per MW

Liability Capped at £6000 per 

MW

G2 CFD                                                                                                                                

G1 FID Construction completed, G1 

commissioned

 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028

Ofgem

Early Cost 

Assessment 

concluded, 

costs sent to 

ESO 

 

Initial User (G1)

G1 submits 

Early Stage 

Assessment 

application to 

Ofgem

 

Costs 5% Costs 70% Costs up to 100%

G2 Project Construction

G1 Project Construction

FID



Proposed new options for Pre - FID

• The below demonstrates the scenario where the majority of the risk sits on the End User in terms of the AI costs. The 
original Later User terminates its project in year 2, with the Initial User still within the development phase. 

• A new Later User is identified which warrants a new ESA application to Ofgem. On conclusion of the new ESA, the new 
Later User AI liabilities commence on £2000 per MW. 

• The new Later User does not reach Trigger Date until Month 49 which is when its AI liabilities increase to 67% at which 
point, the End User is liable for 33%.

Project Phase

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54

Initial User submits ESA Application 

Later User AI Liabilities 

Later User AI Liabilities Updated to reflect AI Cost Assessment

Ofgem Concludes ESA and sends ESO AI Costs  

Later User terminates  

New Later User identified  

New Later User AI Liabilities 

Later User AI Liabilities Updated to reflect AI Cost Assessment   

End Consumer Risk Majority of the AI cost

Procurement

£2000 per MW

Construction

£4000 per MW 67% AI Liabilities

Year 5 ….

Development

Year 1 Year 2 Year 3 Year 4

£2000 per MW £4000 per MW

Development Development



End User Risk v AI Liabilities (500MW)

• Using the timeline from the previous slide, the below graph shows the potential cost to the end consumer based (end user) on 
CMP402 proposals. 

• Where costs significantly rise based on the scenario used in earlier slides, the Later User will face larger liabilities. 

• Note, the greatest risk to the end consumer in terms of costs could be where the Initial User has placed orders for assets which 
will be before the Later User hits the Trigger Date. 

• The assumption is that should the Initial User have reached this milestone, if the Later User reduces TEC and or Terminates, this 
would be too late for a change to the design.

• Later User liability is 500 x 2,4,6 per MW and does not include the Onshore liabilities for this scenario.



End User Risk v AI Liabilities (1000MW)

• Using the  same timeline as slide 11 and the same assumptions in terms of Initial User and Later User timelines, this scenario is 
based on a 2GW HVDC design where the costs are significantly more overall. 

• Later User liability is 500 x 2,4,6 per MW and does not include the Onshore liabilities for this scenario.



High level proposal where more than 1 Later User

• The below timeline highlights how liabilities and securities apply where there is more than 1 Later User.

• Note that Trigger Dates are different based on different Completion Dates.

 

 
 

 

 

TRIGGER DATE  

 

 

    

 

Security 

42% of 

liability

Security 

10% of 

liability

 Security 

10% of 

liability

Security 

10% of 

liability

 TRIGGER DATE   

 

   

 

 

Security 

42% of 

liability

Security 

10% of 

liability

Security 

10% of 

liability

Security 10% 

of liability

Early Cost 

Assessment 

concluded, costs sent 

to ESO 

Ofgem

Initial User 

(G1)
 G1 FID Construction completed, G1 commissioned

 01/01/2024 01/01/2025 01/01/2026 01/01/2027 01/01/2028

G1 submits Early 

Stage Assessment 

application to 

Ofgem

01/01/2029 01/01/2030 01/01/3031

G2 commissioned

Later User 

(G2)

Contracts / 

Security 

Statements 

includes AI, 

which is set 

at £2 per 

MW

 

Security 

Statement 

now shows 

increase to 

£4 per MW

Security 

Statement 

now shows 

increase to 

£6 per MW

Security 

Statement 

updated to 

show 

liability at 

67%

Consent

CFD                                                                                                                              
Security 

Statement 

updated to 

show liability 

at 67% 

Security 

Statement 

updated to 

show liability 

at 67%

Security 

Statement 

updated to 

show liability 

at 67% 

Later User 

(G3)

Contracts / 

Security 

Statements 

includes AI, 

which is set 

at £2 per 

MW

 

Security 

Statement 

now shows 

increase to 

£4 per MW

Security 

100% of 

liability

Security 

Statement 

now shows 

increase to 

£6 per MW

Security 

Statement 

updated to 

show 

liability 

capped at 

£6 pew MW 

G3 CFD                                                                                                                               
Security 

Statement 

updated to 

show liability 

at 67% 

Security 

100% of 

liability

Security 

100% of 

liability

Security 

100% of 

liability

Security 

100% of 

liability

Security 

100% of 

liability

Security 

100% of 

liability

Security 

Statement 

updated to 

show liability 

at 67% 

Security 

Statement 

updated to 

show liability 

at 67% 

G3 commissioned

G3 FID                                                                                                                               
Security 

Statement 

updated to 

show liability 

at 67% 

G2 Project Construction

G1 Project Construction

G3 Project Construction

FID

FID



Two Later Users (400MW and 600MW) with a 2GW HVDC Design

• The example below is based on two Later Users projects which total 1000MW on a 40/60 split. The design used is a 2GW 
HVDC circuit costing in the region of £915m.

• End Consumer risk is high where both Later Users have capped liabilities. This risk decreases as the Later Users reaches the 
Trigger Date. This assumes that both Later Users are on similar timelines. 

• The table and the graph illustrate how the Later Users liabilities have now changed as a result of the Capping of AI liabilit ies up 
until the Trigger Date.

• For completeness, this also takes into consideration the onshore liabilities which the Later User will also possibly be liable for 
based on example values.



Action Update

Claire Goult – ESO Code Administrator



Action Update

13 WG11 Proposer To give justification around figures used 

in the legal text,67% and 2,4,6 thousand 

per MW

14 WG11 Alternative 

Proposer

Update wording to clarify where the 

LARF feeds into user commitment as 

they have advised that the ORAF will be 

fed into early-stage cost assessment

15 WG11 Alternative 

Proposer

To update Objectives as discussed with 

WG member 

16 WG11 Original and 

Alternative 

Proposers 

Share clear solutions with clear analysis. 

How each solution works currently, what 

they do and how customers are affected, 

also consider, and share the risks to 

consumers



Claire Goult – ESO Code Administrator

AOB



Claire Goult – ESO Code Administrator

Next Steps
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