Comments on the consultation document Electricity distribution losses

Unmetered supplies. Is not the incentive on a DNO to reduce an X MWh underestimation (which causes a loss overestimation of X)

 the sum of the Use of System charges on X 

+ the loss incentive on X  ?

You should explain and quantify this in order to elucidate the strength of the incentive instead of just saying that it is weak.
Measuring losses.  This is misleading terminology and sloppy exposition; they can be estimated but not measured. You should define them, as measured GSP + embedded injections less estimated consumption, and explain properly why, for non-half-hourly-metered consumers, meter readings (and estimates for missing readings) made during a year include some consumption preceding that year and exclude some consumption made during it.
“Comprise of” is illiterate. Delete the “of”

Supercustomer billing (para. 4.29) For the ignorant, including me, it would be nice to be told what this is
Average vs marginal losses. Here is an important point concerning economic efficiency:- At the end of para. 5.5 you say ”A similar argument applies to allocating the appropriate costs to customers that cause losses at times of different levels of demand.” which  wrongly implies that average rather than marginal losses should be charged for. Subsequent paragraphs promulgate this elementary error.
Whether DNO’s bear either the whole cost of losses or only the cost of differences from a base level
, the marginal cost of losses will enter into their marginal costs of distribution.
5.19 …uncertainty to the future revenue stream from the incentive. Yes, but the uncertainty is real and unavoidable. Someone must guesstimate future prices in order to optimise.
5.27 An output based incentive mechanism is preferable to input based.  I agree.

5.32. a different p/ kWh could apply to losses occurring in peak and offpeak hours and in winter and summer periods. This would be relevant for: 

· Incentives to the DNO to operate its system in a loss-reducing way
· Determining appropriate use of system charges

but note that where investment appraisal is involved:

· A single time-weighted average future KWh cost for the next 30 years is required in respect of iron losses;

· A single distribution-network-demand-squared-weighted average will suffice in respect of copper losses. Neither OFGEM nor their shareholders can reasonably expect DNOs to forecast the time pattern of prices over each of the next 30 years or to forecast the future time pattern of demand separately for each transformer or line investment being considered.

5.33. An estimate of the efficient level of losses in each area can be used as a benchmark.  Too unrealistic to be worth mentioning.

Option 3 – DNOs purchasing electricity to cover losses. Tentative suggestions that would deal with some of the difficulties are as follows:

· Each DNO has to buy energy to cover last year’s losses according to a loss profile established retrospectively. (This would be specified in terms of periods such as Winter weekdays 14.00-16.30)

· These energy purchases would be made by competitive tendering.

· The suppliers would receive or pay cashout prices for any imbalance. DNOs would not; they would be assumed to have incurred their profile losses and any difference between these and actual losses would be dealt with as one indistinguishable component of total ex ante ex post differences in the settlement process.
Ralph Turvey
� The equivalence or lack of equivalence between these alternatives should be explicitly discussed.





