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Dear Sirs

Requlation of independent electricity distributors: consultation on implications of applications from
affiliates of existing licensees. '

| am replying in response to your letter dated April 13th seeking comment to matters addressed in the
letter.

Davis Langdon Mott Green Wall represents many clients who as a necessity have to make
connection applications to every DNO in whose area they operate. Over countless years, delays in
responding to enquiries and the quality of response when it is received feature as one of the major
complaints levied against the DNOs, whether this is an initial enquiry or a request for some physical
work on site. The introduction of competition in connections was thought to ease the difficulty our
clients experience and to that end we have actively promoted this route to our clients.

We have ourselves been closer to the interface by relieving our clients of the difficulties through our
understanding of the developing market and the experienced resources at our disposal. We have
sought to take advantage of the emergence of IDNO as a real alternative to the DNO but continue to
see obstruction and delay on progressing with inset networks owned by IDNO and constructed by
independent connection providers (ICP). This is no more prevalent than in the EdF area.

Your letter states that Multi Utility Joint Ventures Ltd., a JV involving EdF, have approached Ofgem
with a view to becoming a licensed distribution electricity operator and build and operate networks
within EdF services area.

Two questions spring to mind
Why?
To whose benefit?

The EdF distribution service area is the least competitive market we have experienced. In partly
answering the second question, it is unlikely to be for the benefit of customers, i.e. our clients. Why
would EdF, or for that matter any DNO, need to acquire a second licence unless it is because they
are unwilling to compete on the terms of their current licence. DNOs maintain a monopoly business in
both asset ownership and new asset construction. The framework for a competitive market has been
developed but the DNOs are not prepared to engage in that market under the same terms as ICPs or
allow IDNOs ready access to the monopoly wires business. It is hard to conceive that affiliated
licensed businesses will find it as difficult to engage with their parent DNO as the IDNO currently do.
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Unless there is a radical change in the way a DNO has to behave, the prospect of an affiliated
licensed business gaining competitive advantage over the IDNO will loom closer. The end result will
be a dominant market place made even more so as DNOs set up licensed special purpose vehicles
for the sole purpose of squeezing out competition on high value low cost operation networks.

Once a network is fully constructed and fully operational, what realistically prevents the affiliate
transferring network to another licensed operator (the parent DNO) and closing down the affiliate-
licensed business?

Until a DNO can show a developed competitive market in their distribution service area, they should
be prevented setting up affiliate-licensed businesses. The separation of electricity distribution and
supply was a good thing as it created many competitors and a market where customers had choice.
Allowing DNOs to become multiple license operators will be a retrograde step. DNOs should take
other steps to create a market such as competing themselves for out of area network or separation of
asset owning and asset building otherwise they will stand accused of oppressing competition.

The detail contained in your letter leading to the four options does appear to need further wider
debate that the industry is best placed to have. If Ofgem is minded to award a licence to an affiliate
then a wider more detailed consultation is warranted. As a customer, it just does not feel right that a
DNO who does nothing to facilitate competition should propose that an affiliate business be
considered for a distribution licence. We rely on the licensing regime to protect our interests and there
appears to be no further benefits in licensing an affiliate to any benefits that the DNO could not
provide customers now under their existing licence.

We would encourage Ofgem to consider amending the licence conditions in order to create a more

competitive market than that which exists today. In time, an affiliate DNO may have a place but we do
not believe that is today without compromising the IDNO and ICP framework.

Yours faithfully

David Clare
Consultant
David Langdon LLP
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