NESO L=

National Energy
System Operator

Public

Code Administrator Consultation Response Proforma

CMP444: Introducing a cap and floor to wider generation TNUoS charges

Industry parties are invited to respond to this consultation expressing their views and supplying
the rationale for those views, particularly in respect of any specific questions detailed below.

Please send your responses to cusc.team@nationalenergyso.com by 5pm on 14 March 2025.
Please note that any responses received after the deadline or sent to a different email address
may not receive due consideration.

If you have any queries on the content of this consultation, please contact
cusc.team@nationalenergyso.com

Respondent details Please enter your details

Respondent name: Hector Perez

Company name: ScottishPower Renewables

Email address: hperez@scottishpower.com

Phone number: +44 7386 687336

Which best describes your | O0Consumer body X Storage

organisation? ODemand OSupplier
ODistribution Network OSystem Operator
Operator COTransmission Owner
XGenerator OVirtual Lead Party
OlIndustry body COther
Olnterconnector

| wish my response to be:

(Please mark the relevant X Non-Confidential (this will be shared with
box) industry and the Panel for further consideration)

O Confidential (this will be disclosed to the
Authority in full but, unless specified, will not be
shared with the Panel or the industry for further
consideration)
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For reference the Applicable CUSC (charging) Objectives are:

a) That compliance with the use of system charging methodology facilitates effective
competition in the generation and supply of electricity and (so far as is consistent therewith)
facilitates competition in the sale, distribution and purchase of electricity;

b) That compliance with the use of system charging methodology results in charges which
reflect, as far as is reasonably practicable, the costs (excluding any payments between
transmission licensees which are made under and accordance with the STC) incurred by
transmission licensees in their transmission businesses and which are compatible with
standard licence condition C11 requirements of a connect and manage connection);

c) That, so far as is consistent with sub-paragraphs (a) and (b), the use of system charging
methodology, as far as is reasonably practicable, properly takes account of the
developments in transmission licensees’ transmission businesses and the ISOP business™;

d) Compliance with the Electricity Regulation and any relevant legally binding decision of the
European Commission and/or the Agency **; and

e) Promoting efficiency in the implementation and administration of the system charging
methodology.

* See Electricity System Operator Licence

**The Electricity Regulation referred to in objective (d) is Regulation (EU) 2019/943 of the European
Parliament and of the Council of 5 June 2019 on the internal market for electricity (recast) as it has effect
immediately before IP completion day as read with the modifications set out in the SI 2020/1006.

Please express your views in the right-hand side of the table below, including your

rationale.
1 Please provide your Mark the Objectives which you believe the proposed
assessment for the solutions better facilitates:
proposed solutions Original OA OB OC OD OE
WACM1 XA OB LIC 0D UE
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against the Applicable | WACM2 XA [OB 0OOC 0D UOE
Objectives? WACM3 XA OB OC 0D OE
WACM4 XA [IB 0LC 0D UE
WACMb5 JA OB 0OOC 0UD UE
WACM6 XA [OB 0OC 0D UE
WACMY7 JA OB 0OOC 0D UE

Objective A: Positive

WACMSs 1, 2, 3, 4 and 6 better facilitate against
ACO (a) by better enabling effective competition in
electricity generation. They achieve this by
implementing a cap and floor mechanism that is
useful by influencing tariffs, which provides certainty
to industry following NESO’s 10-year projection of
TNUOS tariffs.

Overall, we share Ofgem’s view as expressed in
their open letter in Sept 2024, that a cap & floor
mechanism could mitigate against the inefficient
locational signals projected by TNUoS towards the
end of the decade. Consumers can expect to benefit
from lower costs, resulting from reduction in risk and
cost premiums, which could impact future CfD bids.
WACM 1, 2, 3, 4 or 6 is likely to reduce investment
uncertainty, support the achievement of CP2030,
and protect consumer interests.

2 Do you have a [1Original
preferred proposed

solution? XWACM1

LIWACM2
LIWACM3
LJIWACM4
LIWACMS

LIWACMG6
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COWACM7
[IBaseline

[LINo preference

WACM1 addresses the Original Solution’s short fall
by effectively providing a floor and making the
thresholds narrower with more appropriate with the
deciles approach.

It establishes appropriate, individual, upper and
lower limits; retains regional/locational differentials in
charges and between technologies through a single
cap and floor; maintains a procedure for ensuring
compliance with the requirements on generator
annual average transmission charges; is capable of
implementation without requiring NESO to change
its TNUoS forecasting approach or timetable; and is
capable of implementation from April 2026.

3 Do you support the XYes
proposed
implementation
approach?

[INo

The proposed implementation is supported, along
with the urgent basis timeline.

As indicated in Ofgem’s Urgency Decision letter,
making a prompt decision on implementation allows
the change to be factored into investment risks
(especially those related to CfD AR7 and CP2030)
sooner, thereby mitigating risks and costs to
consumers.

4 Do you have any We believe an appropriate cap and floor signal must
other comments? be sufficiently strong to provide the certainty
required for investor confidence.
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Do you agree with the
Workgroup’s
assessment that the
modification does not
impact the Electricity
Balancing Regulation
(EBR) Article 18 terms
and conditions held
within the Code?

XYes

CINo

The proposal does not impact Article 18 terms and
conditions.

The Adjustment tariff in place keeps ensuring
compliance with the $2.50MWh cap for transmission
revenue that can be recovered from generators, as
set by the EU regulation.




