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Today’s webinar hosts: 
 
Simon Yeo 
Western Power Distribution 

 
Nigel Bessant 
Scottish & Southern Energy Networks 
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Distribution Network Operators 
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6 DNO Ownership 
Groups 
 
14 DNO Licensees 

A single Common Connection 
Charging Methodology 

A single Common Distribution 
Charging Methodology 

An EHV Charging Methodology 
with two variants 

Methodologies subject to open 
governance 

IDNOs tend to match the local 
DNO DUoS tariff 

 



Distribution Charges 
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Connection charges 
Å Amended annually 
Å Levied on connecting customer 

Å One off charge 
Å Paid for building network connection 
Å Covers network extension to site  and (if 

needed) a share of  upstream 
reinforcement 

Å Based on ‘minimum design’ requirements 
Å Additional charges for enhanced  design 

16/17 
£ 0.7bn  Use of System charges 

Å Amended annually, 15 months notice 
Å Levied on supplier 

Å Ongoing charge 
Å Paid for ongoing use of the shared  network 
Å Also covers operation, repair and  

maintenance of sole use assets 

Å Level of charge set to match ‘Allowed 
Revenue’ 

Å Additional charges for enhanced  security 

16/17 
£ 5.6bn 



>Costs can vary considerably depending on nature of  
connection 

>Connections costs determined by Minimum Scheme 

>Connection Charges cover the following categories 

> Paid in full (EXTENSION); 

> Apportioned with DNO (REINFORCEMENT); 

> Previous assets (PREVIOUS); and 

> Costs associated with transmission system works 
(TRANSMISSION) 

 

Extension 
Assets 

100% 

 

Reinforcement 
Assets 

% 

 

Previous 
Reinforcement 

 

Trans-mission 
(if applicable) 

Connection Charge 
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Establishing use of system 
income 

DUoS income or ‘Allowed Revenue’ allowance is a separate amount for  each of the 14 DNO 
Licensees and sets an annual ‘target’  revenue. 

The target revenue includes: 

>Base revenues 

>Uncertainty mechanisms 

> MOD 

> RPI 

> Pass-through items 

> Incentive outcomes 

‘Scaling’ process to align yardstick tariff values with forecast volumes to match target 
revenue 
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Setting use of system prices 

The target revenue is set by Ofgem through periodic price reviews  
(RIIO-ED1) and is recovered across all customers. 

Setting prices is based on cost allocation 

>Allocate costs based on type and usage of customer 

>Scale up or down based on target revenue 

Consequently, if somebody pays more then somebody else will pay less 

Allocation methodology based on licence objectives, predominately: 

>Cost reflectivity 

>Facilitating competition 

>Encouraging the development of an efficient network 
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Use of system charging methodology 

There are two ‘common’ charging methodologies used by all DNOs 

 

>CDCM – Generic tariff model used for HV & LV 

>EDCM – Site specific model used for EHV (with two variants LRIC & FCP) 

 

CDCM calculates 19 demand and 14 generation tariffs  for ~30 million sites 

EDCM calculates ~2,300 individual site specific charges 
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Modelling inputs 

>Target Revenue 

>DNO specific to allow for topography and demographics 

>Network costs 

>Load profile data – tariff impact on network 

>Network constraints 

>Volume forecasts 

>For EDCM, locational/nodal costs reflecting power flow 
modelling and real ‘engineering’ outcomes for each location. 
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Tariff structures 
>Non-half hourly and aggregated HH metered (domestic and  business) 

ÁFixed charge – p/day 

ÁUnit charges – p/kWh 

ÅTime bands determined by meter configuration or set by DNO for aggregated HH 

>Half hourly metered sites 

ÁFixed charge – p/day 

ÁCapacity charge – p/kVA/day 

ÁUnit charges – p/kWh 

ÅTime bands set by DNO 

ÅCDCM – Three time bands – TOD 

ÅEDCM – One ‘super red’ time band – STOD 

ÁReactive Power charges – p/kVArh 
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Generation ‘charges’ 
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>Methodologies ‘reward’ distributed  
generation for the benefit they can bring to  

the network 

>Conceptually, distributed generation 

reduces upstream demand 

>LV & HV generation tariffs have a credit 

which is paid to suppliers 

>EHV credits are dependant on location  and 

generation type 

 

 

 



Issues with the Charging Methodologies 

•Harmonisation of T&D connection charging arrangements 

•Access rights and congestion management Connection 

•Aligning T&D treatment of storage for both Connection and 
UoS Storage 

•More fixed/capacity charges? 

•Cost-reflective charging for embedded generation Tariff Structure 

•Extend CDCM for all voltage levels? 

•Rationalise the two EDCM methodologies (FCP and LRIC) 

•Review the CDCM/EDCM boundary 

•Harmonisation of T&D cost drivers 

•Harmonisation of T&D UoS charges 

•Changes approach to scaling 

Cost Modelling 
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Quick Poll 
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Webinars coming up 
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> Tuesday 6 February – Introduction to Transmission Charging with 
National Grid’s SO.  

> February tbc - Overview of developments in electricity network charging 
and access arrangements. 

> Ofgem’s  Targeted Charging Review – demand reisdual 

> Access rights 

> Forward Looking Charges 

> BSUoS 

> February tbc – For demand users – overview of developments in 
electricity network charging  

 

 



Website: 
www.chargingfutures.com  
 
 
Contact: 
Chargingfutures@nationalgrid.com  
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Q & A 
Please use the chat box to ask your 
questions 
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