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What is BSUoS?
The Balancing Services Use of System (BSUoS) charge recovers the day-to-day 
operational costs of balancing the transmission system, including constraint costs, 
cost of frequency response services, cost of Balancing Mechanism actions and 
more. It’s a half hourly charge based on the costs incurred by the Electricity 
System Operator (ESO), part of National Grid, to balance the system within 
each half hour settlement period. 

Since electricity cannot be stored easily and cheaply, the ESO is responsible 
for making sure the system is effectively balanced 24-hours a day. 
If the system wasn’t kept balanced, with energy input to the grid less than 
consumption demand, there would be a national risk of blackouts. To avoid this 
situation, the ESO undertakes second-by-second balancing to make sure that 
supply and demand are met. However, the cost of performing this important 
function is settled every half hour.

Historically, BSUoS was a volatile and hard to predict charge, with numerous 
hard to forecast factors driving the cost. With the move to prioritise renewable 
energy sources, where the level of generation is intermittent, the industry has 
been looking for some time at how it can improve this charging structure for 
customers and suppliers by giving more accurate cost certainty. 

In late 2019, Ofgem published its decision on the Targeted Charging Review 
(TCR) Significant Code Review, as part of plans to ensure that the cost of both 
the current and future electricity system are spread more fairly across users. As 
part of the TCR, a review was undertaken into how residual network charges are 
set and recovered. 

As a result, TCR removed an embedded benefit associated with BSUoS  (from 1st 
April 2021) through modification CMP333. BSUoS used to be charged on net 
demand. With this methodology, system users had the opportunity to reduce the 
net demand, and therefore their BSUoS bill, if they had embedded generation 
(i.e generators with capacity of <100MW connected to the distribution network) 
in their portfolio. With the implementation of CMP333, BSUoS is now charged 
on gross demand, meaning that the embedded benefit has now been removed.

This article looks at how BSUoS will change further over the next couple of years 
and how these changes will impact you.

BSUoS is changing...
INDUSTRY MODIFICATION - CMP308 
Currently, the BSUoS bill is split between generators and suppliers, which means 
that part of the cost is hidden within the wholesale cost of electricity. Back in 
2018, a proposal was raised seeking to change the way BSUoS is charged. It 
was proposed to move the BSUoS bill entirely into demand side (suppliers and 
end consumers), which is better aligned with the prevalent methodology of other 
interconnected countries within the EU. The removal of BSUoS from generators is 
expected to deliver better competition and trading opportunities for GB 
generators, which in return would deliver benefits to all end consumers through 
lower wholesale prices. 

This has now been approved to come into effect in April 2023. After this date, 
BSUoS will look to have almost doubled on cost breakdowns, however the 
wholesale costs would have come down by an equivalent amount, leaving 
consumers’ impact in the short term to be broadly neutral. However, this reduction 
may be less clear due to number of other drivers within the wholesale market.

Full details and our response (detailed in the annex) can be found 
here: CMP308: Removal of BSUoS charges from Generation | 
National Grid ESO

INDUSTRY MODIFICATION – CMP361
Another modification expected to come into effect in April 2023 will most likely 
see BSUoS become a fixed charge for a certain period of time with advance 
notice. The second BSUoS task force, which made the CMP308 
recommendation, believes that the implementation of fixed BSUoS tariffs would 
help to decrease the impact of CMP308, as it would give suppliers and 
consumers more confidence on BSUoS costs in advance during the fixed tariff 
term. The details of how far in advance they will be published, as well as how 
variations from the expected values will be handled, are still being decided. This 
said, we expect more information to be available in August this year (2022).

  

Full details and our response (detailed in the annex) can be found 
here: CMP361 & CMP362: 'BSUoS Reform: Introduction of an ex 
ante fixed BSUoS tariff & Consequential Definition Updates' | 
National Grid ESO

We are hopeful that this will allow greater cost certainty and lower risks for our 
customers which, in turn, would help to improve costing and budgeting functions. 
While our responses to this modification can be seen online, we are supporting 
the longest notice period suggested, while looking at how this can be balanced 
with the risk position. We are also supportive of the fund suggestion, which 
should reduce the risk of the fixed costs being reopened.

CURRENT ENERGY CHALLENGES - CMP381 
At the end of last year, very high BSUoS rates were recorded as the market 
prices rose unprecedently and unexpectedly. In addition, wind generation was 
on the up, which led to expensive actions to maintain system balance. 

To help avoid a similar situation over the winter months, a cap was implemented 
from Jan 17th to Mar 31st to prevent costs from going above £20/MWh 
(CMP381). This change helped to reduce the BSUoS charges, to some extent, 
over the remaining period of 2021/22 charging year and defer the charges 
above the cap until 2022/23, which would be smeared across the current  
charging year from early May 2022 to March 2023 (CMP383). 

The amount that could be deferred to 2022/23 had been limited to a maximum 
of £200m taking into consideration the financeability of the ESO.  The total 
deferred amount during the period was  just under  £44m, well below the 
maximum deferable limit. This is similar to previous actions taken during the 
height of the COVID pandemic (CMP345 & 350), when demand dropped 
rapidly due to national lockdowns pushing up the BSUoS rate. 

While the CMP381 has helped to steady BSUoS volatility to a certain extent in 
Q1 2022, compared to previous years, BSUoS still remains at a high-level and is 
expected to do so for the rest of the current charging year, predominantly driven 
by prevailing high wholesale market.
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Shell Energy UK Limited

If you would like to discuss the impacts of BSUoS or anything else related to your energy, please contact our energy experts. 
Visit: www.shellenergy.co.uk/business. 

Email: uksales@shellenergy.co.uk 
Call: 0330 088 2679




