CMP331:

Option to replace generic Annual Load
Factors (ALFs) with site specific ALFs
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Background —Annual Load Factors (ALFs)

* Annual Load Factors (ALFs) are used to determine a transmission connected generators wider
TNUOoS charge

* ALFs are used to allocate TNUOoS costs that are incurred throughout the year (i.e. those costs
that are not driven by peak demand)
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Background — Generic ALF Calculation

* Generic ALFs are based on an average of three years of historical ALF data (extracted from a data
set of up to five years where the highest and lowest years are discarded or the lowest discarded if
only four years of data is available)
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Defect — Issue with Generic ALF
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Generic ALFs can be very different
to actual load factors for a
generation type.
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This can lead to a generator over or
under paying for TNUoS:

* ALF < generic ALF: Generators pays
too much TNUoS

* ALF > generic ALF: Generators pays
insufficient TNUoS
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Range of ALFs can be large as
illustrated in the graph (e.g. onshore

wind varied between 18.7% and
56.3% for 2019-20 values)
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Proposed Solution

* The proposed solution is to allow the Generic ALFs to be replaced with a site specific ALF where:
* Forecast of the site specific ALF as determined by an independent third party

* Investors require these reports for financing purposes.
* Proposed criteria for a report to be valid is that it is “bankable”
* As actual data becomes available this overwrites the site-specific ALF as it would with a generic ALF

* Proposer envisages that site-specific ALFs are more applicable to intermittent generation that
cannot export on demand. However, mod should not be discriminatory, so non-intermittent
generators should be able to put forward a case why their site should be eligible for a site specific
ALF (e.g. where a new generator has a STOR contract)

* Working Group may need to consider if plant with site specific ALF are excluded from the generic
ALF calculation
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Impact

This solution enables new generators to pay TNUoS based on their expected use of the
transmission of the network

More closely aligns the initial TNUoS charge with the enduring charge.

More closely aligns initial TNUoS charge with expected wholesale market revenue:

* A high load factor power station would have greater wholesale income which offsets a higher TNUoS charge

* A lower load factor power station would have lower wholesale income which offsets a lower TNUOoS charge

Any change in TNUoS revenue would primarily be recovered from other transmission
connected generators.
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