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This is captured under STCP 14-1 Appendix C - https://www.nationalgrideso.com/document/41076/download

Current EC data received

https://www.nationalgrideso.com/document/41076/download


Current EC calc methodology

14.15.64 The weighted average £/MWkm (J in the example above) is then 

converted in to an annual figure by multiplying it by an annuity factor. The formula 

used to calculate of the annuity factor is shown below

14.15.66 The final step in calculating the expansion constant is to add a share of 

the annual transmission overheads (maintenance, rates etc). This is done by 

multiplying the average weighted cost (J) by an ‘overhead factor’. The ‘overhead 

factor’ represents the total business overhead in any year divided by the total Gross 

Asset Value (GAV) of the transmission system.

Parameters

Asset Life (years) 50

Annuity Factor  (%) 4.25%

Overhead Factor (%) 1.55%

RIIO-2 Annuity and Overhead Factors

Example data

From 14.15.63

@ 6.6%

@ 1.8%



Expansion Constant and Expansion Factors - 2019/20 (example)

Extracts from The Statement of Use of System Charges, effective 1 April 2019



The below table summarises the types of reinforcement undertaken on the transmission network and how 
they could impact on the EC (and EF) calculations 

Transmission Reinforcement Option Summary

Type Description Examples Current  EC 
Methodology?

Creates MW 
capacity

Includes
Km

New circuit build Construction of a new circuit Brand New 400kV circuit Y Y Y

Circuit 
Reinforcement

Reusing existing towers but reinforcing 
conductor 

Reconductoring, hot wiring, 
circuit rebuild

N Y Y

New non-circuit 
build

Build of new assets not linked to a circuit New substations and associated 
assets

N Y N

Substation 
reinforcement

Replacement or enhancement of assets at 
substations

Transformer/CB replacement, 
forced cooling

N Y N

‘SMART’ 
reinforcement

Works to allow increased network 
utilisation.

Intertrips, ANM N N N

Life extension Works to keep existing assets in use for 
longer than originally intended

Transformer/asset 
refurbishments

N N N

Non-thermal 
solutions

Reinforcement to solve a non-thermal 
constraint (e.g. fault level) allowing access 
to MW capacity as a secondary benefit

Circuit Breaker replacement, 
voltage pathfinders

N N N



We have provided two ‘Original’ options to reflect a ‘big’ and ‘small’ change to the Expansion Constant 

Option A – ‘Big’ change

Overview – Fundamentally change the scope of works included in the 
calculation of the EC so that any works which affect the 400kV OHL 
network are included in the calculation of the EC. This principle would 
then be applied to the calculation of the EFs.

Scope of Works – All works which affect the 400kV OHL network

Data included – 5 years historic data plus data submitted as part of the 
latest NOA update.

Data ESO receives as part of NOA is listed in Appendix B of the NOA 
methodology 
(https://www.nationalgrideso.com/document/204196/download) and 
includes TO proposed options and expected Costs

Refresh timescales – As today, the EC would be recalculated (i.e. data 
gathered in time for) the start of each price control with these costs 
index linked (CPI) each year within the price control.

CMP375 Original Option(s)

Option B – ‘Small’ change

Overview – This is designed to be a minimal enduring change to the EC 
calculation that will ensure it is always possible to perform the calculation. 

We would directly (or commission a consultant to) ask a minimum of 3 
manufacturers to provide the cost of individual components which are needed for 
a 400kV OHL build and other components needed to calculate the Expansion 
Factors. 

Scope of Works – No change from today (New build 400kV OHL in EC, other 
asset types for EFs)

Data included – Prospective data (i.e. not actual or forecast project cost data).

Refresh timescales – As today, the EC would be recalculated (i.e. data gathered 
in time for) the start of each price control with these costs index linked (CPI) each 
year within the price control.

https://www.nationalgrideso.com/document/204196/download

