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Issue 92 Workgroup 3 Summary 

 

Summary 

 

 The Chair welcomed attendees and presented the meeting objectives to the Workgroup (WG) Members: 

o Review Industry RFI Responses 

o Proposer to make recommendations 

 The Workgroup discussed the RFI responses noting there were five respondents and a number of confidential 

responses due to the nature of the questions and it was unlikely parties would share their trading strategies. 

 The Proposer concluded that the current mechanism isn’t working as intended; however re-designing a new 

mechanism would not be guaranteed to work either. Any new mechanism needs to be consistent with other 

market signals. 

 WG members confirmed the Reserve Scarcity Price (RSP) is unpredictable and rare (only affecting a handful 

of Settlement periods in the last five years) so did not necessarily impact trading strategy. 

 The WG stated that it would be useful to simplify the cash out process as it is currently very complex, but this is 

out of scope of this issue 92. 

 The Proposer confirmed the current Loss of Load Probability (LoLP) calculation has some known inaccuracies. 

 The WG noted there are similarities between the margin calculations used for Capacity Market Notices and the 

RSP element of the cash-out mechanism and there is scope to align them more. 

 Although WG members couldn’t confirm specifics, at a high level it was agreed margin signals are useful and 

relevant.  So publication of the de-rated margin forecasts would still be useful even without RSP or a link to 

cash-out. 

 The WG acknowledged the industry published a lot of data and it can be complicated to understand, most 

likely requiring a complex trading desk to interpret it all. 

 WG discussed that the market is changing at pace and RSP shouldn’t just be based on specific periods where 

the STOR product alone has been instructed. 

 A WG member expressed the view that any new mechanism needs to look at Whole System margin and not 

just Transmission System. The Proposer noted that ESO do now take account of data on non-intermittent 

distribution connected generation in their demand forecasts, and hence the RSP. 

 It was noted that a quick win would be to defer the time at which the Day Ahead values are published from 

1200 to 1500 in order to allow Interconnector PNs to be included in the calculations.  The current de-rated 

margins are also pessimistic by around 500MW because non-BM Fast Reserve is not currently factored into 

the calculations. 

 The Proposer noted that ESO are going to use the new FRCR methodology to set the right balance between 

frequency risks and  costs  to  the  consume to  ensure  the  network  is  effectively  and appropriately 

protected from frequency events for future years,  This will determine how frequency risks are managed and 

the use of new response products such as Dynamic Containment and take into account the reduced impact of 

RoCoF losses due to the relay setting changes for RoCoF and Vector Shift from the ALoMCP programme.  We 

will still be securing the largest BMU-only infeed losses, so there may not be a direct impact on the RSP 

calculation. 

 A WG member noted that the WG had not agreed to get rid of RSP, and felt that it should be retained until 

something better is available. 
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Proposer Conclusions 

 

 The Proposer confirmed they had raised the Issue for the following reasons: 

o Concerned about impact on customers; 

o High cash out prices were experienced by the market in March 2020 without the National Grid ESO 

control room experiencing a corresponding tight margin situation; and 

o They had changes in mind to improve the process and wanted industry input.  

 The WG discussion has made them less certain on cutting the link between RSP and cash-out. 

 They are inclined to make the existing margin signal as consistent as possible as this has proved to be a useful 

economic signal. 

 They are concerned that RSP as currently implemented creates more risks around inaccurate price signals 

than economic benefits 

 Any improvements made to the process are likely to trigger less often if current margin calculation issues are 

fixed. 

 There is no guarantee if RSP is redesigned it would provide a better signal due to the pace of change within 

the industry. 

 

Next Steps & Actions 

 

 National Grid to confirm opportunity cost and cost benefit analysis of implementing a change to RSP – how 

long would a change take, what would the cost be and where this sits with other priorities. 

 The Proposer also suggested it might be possible to retain LoLP as a market signal but to remove its link to a 

calculation of RSP. This change would need to be made in Elexon’s systems (as well as the BSC).  Elexon 

agreed to investigate the cost and feasibility of making the IT changes. 

 National Grid to contact Ofgem to confirm outcome of their RFI. 

 Issue Group to be kept open and reconvened when above information is received to help shape 

recommendations. 

 

 

 

 

 

 

 

 

 

 

 


