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DNO Group

Northern Powergrid

Participant DNOs

Northern Powergrid (Northeast) Limited and Northern Powergrid (Yorkshire) plc

DNO area(s)

Northeast and Yorkshire

Project title

Activating Customer Engagement (ACE)

Project summary

The DNO must provide an approximate Project start and end date.

ACE will develop and trial innovative and untried commercial methods and operational
practices aimed at increasing distribution network operators’ (DNOs) access to
cost-effective localised demand side response (DSR) from end customers without the
use of tariffs. This DSR could involve shifts in consumption across time, or reductions in
consumption.

Learning on the role of tariffs in unlocking DSR has been achieved in a humber of recent
trials, including the Customer-Led Network Revolution (CLNR) project. ACE will build on
this by focussing on delivering DSR through alternatives to tariff signals. These
alternatives will involve active engagement with different customer groups, based on
new insights from social sciences, including behavioural economics and psychology.

Customer engagement has the potential to unlock customer response in a cost-effective
way. It avoids the need to increase the complexity of customer price signals and could
be particularly valuable where the DNO requires a temporary or localised response.

The project will run from January 2014 to October 2017 and will involve the trial of a
range of engagement measures. Based on the trial results, detailed guidance on the
best practice application of these measures will be produced in time for more
widespread DSR expected to be required from the 2020s.

Estimated Project funding

The DNO must provide an approximate figure of the total cost of the Project and the LCN Funding it is applying for.

£6.6m LCN Funding £6.0m

Total cost of Project
requested

Cross Sector If yes, please specify

Projects: Requested
funding from
Electricity NIC, Gas
NIC or NI1A?




LCN Fund

Low Carbon Networks

Problem
The DNO must provide a narrative which explains the Problem(s) which the Project is seeking to address.

Additional network capacity will be required in the move to a low-carbon
economy

Load is expected to grow to 2030 and beyond. In particular, heat and transport
electrification driven by the need to reduce carbon emissions may significantly increase
peak demands on distribution networks.

GB DNOs must maintain safety and quality of supply and meet their statutory obligations
by efficiently delivering electricity. As peak load increases, additional distribution
network capacity will be required for DNOs to continue to meet obligations to maintain
the security of supply.

DSR can help unlock network capacity cost-effectively

Traditionally, capacity has been delivered by providing higher-rated assets through
capital investment. However, DNOs are increasingly beginning to test the release of
capacity by contracting DSR. DSR involves incentivising or enabling customers to shift
electricity demand across time, usually within a day. It can reduce the peak demand on
key distribution network assets.

The electrification of heat and transport may increase the amount of DSR available to
DNOs, by increasing the amount of demand that is flexible.

However, there are barriers to DNOs' access to DSR

There are barriers associated with accessing DSR from customers using tariff signals
alone.

« Customer awareness. Research has found that customer awareness of the potential to
sell DSR is low among all customer groups.

e Small financial gains. Analysis for the CLNR shows that the financial gains to customers
from undertaking DSR for DNOs can be small, particularly in the near term.

« Location-specific and temporary requirements. Tariff signals may not be suitable for
delivering the very local, and potentially temporary, response sometimes required by
DNOs.

Engagement and the provision of information to customers may help overcome
these barriers

Evidence suggests that active engagement with customers may help overcome these
barriers, and unlock difficult to access DSR.

This project seeks to address these barriers by trialling alternatives to tariffs.

Method(s)

The DNO must describe the Method(s) which are being trialled. The DNO must outline how the Method(s) could solve the
Problem. The type of Method should be identified where possible eg technical, commercial etc.

The Method to be trialled in this project involves the development and application of
novel commercial arrangements to allow DNOs to access DSR in local areas. Previous
trials have aimed to incentivise DSR through tariffs. We propose to build on this by
drawing on the growing body of evidence from the social sciences, including behavioural
economics and psychology to develop innovative ways of empowering behaviour change.
There are two stages to the Method: (1) technical diagnosis of the issue, involving the
collection and analysis of data on customers in constrained areas; and (2) application of
innovative commercial arrangements to manage the loads in constrained areas.
Method part 1: Technical diagnosis

We will begin by selecting parts of our network that are likely to face constraints over
the next few years. We will ensure that these areas are broadly representative of a wide
range of customers, energy uses and networks in GB. We will then install network
monitoring equipment in these areas. Based on data collected from this equipment and
smart meter data, we will undertake an analysis of load profiles on these parts of the
network. The aim of this analysis is to allow us to understand which type of consumers
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Method(s) continued

and energy uses are driving the network constraints. The outputs of this analysis will
include a methodology for DNOs to undertake similar diagnostic activity on their
networks.

Method part 2: Application of innovative commercial arrangements

Using the information on the load profiles in the constrained areas, and drawing in
insights from the socio-demographic modelling in CLNR and other trials, we will then
develop an understanding of the characteristics of customers in these constrained areas
and their behaviours and motivations. Based on this understanding, we will design
customer engagement measures aimed at delivering the DSR required to allow
reinforcement to be deferred in each constrained area. The development of customer
engagement methods to trial is a critical part of the project and it is important that it is
based on data collected and analysis carried out during the trial. We therefore cannot
fully specify the commercial arrangements at this stage, however, these may include
interventions such as the following:

e targeted information strategies (including with suppliers via smart meter in home
displays), including feedback on behaviour;

e community engagement through local authorities, social landlords, schools and local
charities;

e neighbourhood competitions, both between neighbourhoods or between customers
within a neighbourhood; and

e public communication of customers' commitments to change energy behaviour.

Funding commentary

The DNO is to provide a commentary on the accuracy of its funding estimate. If the Project has phases, the DNO must
identify the approximate cost of each phase.

The project will run for just under four years, with a cost totalling approximately £6.6m,
including project management and contingency (15%). The costs have been developed
based on existing activity. The costing is an approximation but we intend to work within
the overall cost estimate outlined above.

The project will run in three overlapping phases.
*Design phase: £1.6m

*Operational phase: £2.9m

*Analysis, evaluation and dissemination: £2.1m

To ensure the project delivers value for money, partner and contractor costs will be
procured through a competitive tender process, where the costs in terms of time and
resource are proportionate. This will be undertaken during the detailed bid preparation
phase and the project delivery phase.

Specific Requirements (please tick which of the specific requirements this project fulfils)

A specific piece of new (ie unproven in GB) equipment (including control and communications
systems and software) that has a Direct Impact on the Distribution System)

A specific novel arrangement or application of existing Distribution System equipment (including
control and communications systems software)

A specific novel operational practice directly related to the operation of the Distribution System |:|

A specific novel commercial arrangement |:|
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Accelerates the development of a low carbon energy sector & has the potential to
deliver net financial benefits to existing and/or future customers

The DNO must demonstrate that the Solution makes a contribution to the Carbon Plan and has the potential to deliver
financial benefits.

DSR can potentially play a major role in allowing DNOs to efficiently release network
capacity to enable the move to a low-carbon economy.

Contribution to the Carbon Plan

DSR can release distribution network capacity more quickly than reinforcement. By
developing new ways for GB DNOs to access DSR, this project will contribute to the
Carbon Plan in two ways.

» Roll out of low-carbon technologies. The methods trialled in this project will facilitate
the roll out of low-carbon technologies such as electric vehicles (EVs), heat pumps and
solar photovoltaic (PV) by releasing capacity more quickly and more cost-effectively than
it could be released through standard network reinforcement methods. Mass
deployment of low-carbon heat and transport technologies from the 2020s is a critical
part of the Carbon Plan. We estimate that the use of DSR will release network capacity
at least four months more quickly than traditional reinforcement. This estimate is based
on minimum timescales for reinforcing HV distribution networks, and the assumption
that DSR schemes can release capacity quickly, once they are up and running. Faster
release of network capacity is likely to allow more rapid adoption of low-carbon
technologies, including heat pumps, EVs and solar PV. Releasing network capacity will
therefore contribute to the Carbon Plan by facilitating emission reductions in the
buildings, transport and electricity sectors.

» Direct impact on carbon emissions. Improved DNO access to DSR will reduce the
required amount of asset replacement. This will also help reduce emissions associated
with the electricity sector by avoiding the embedded carbon associated with asset
replacement.

These benefits could be delivered across GB, wherever network reinforcement is
required.

Net financial benefits

The methods trialled in this project are likely to deliver net financial benefits by
unlocking additional cost-effective DSR resource for DNOs.

Analysis undertaken for DECC and for the Smart Grid Forum has shown that DSR can
deliver net benefits to customers by reducing DNO requirements to reinforce networks.

It is likely that delivering this DSR through engagement and provision of information will
help maximise the financial benefits associated with DSR.

» Our initial estimates suggest that the costs of information and engagement
programmes are likely to be lower than either the costs of DSR through tariffs or
conventional network reinforcement.

» The effectiveness of these programmes may be high. In particular, these programmes
can help DNOs access customers who are not aware of DSR schemes, or are not
motivated by the relatively small financial gains associated with tariffs aimed at
incentivising DSR.
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Has a Direct Impact on the operation of the distribution network

A Second Tier Project must demonstrate that the Method(s) being trialled will have a Direct Impact (as defined in the
Governance Document) on the operation of a DNO's Distribution System.

While at present network planning, investment and maintenance issues are generally
resolved by engineering solutions, current practices and plans increasingly deploy DSR.
The methods trialled in this project will have a direct impact on the operation of the
distribution system, as they will increase DNOs' access to cost-effective DSR. This DSR
can be used as an alternative to engineering solutions, including network reinforcement.

The CLNR project is assessing the capabilities and willingness of different customer
groups to deliver DSR, when incentivised by tariffs. The ACE project will help DNOs
access additional DSR by building on the learning outcomes from the CLNR project and
other LCN fund projects (such as Smart Hooky, Low Carbon London, Capacity to
Customers and New Thames Valley Vision), as well as other trials.

In particular, the methods developed using this trial will allow DNOs to flexibly access
local DSR resources. Where network constraints are temporary, or are very localised,
incentivising DSR through the use of tariffs may not be suitable. Information and
engagement programmes may give the DNO greater flexibility to introduce bespoke
schemes quickly and in a way that is targeted at specific locations.

In addition, by overcoming lack of customer awareness of DSR and offering alternative
motivations to the small financial gains for customers that can be associated with tariff
solutions, these methods could increase the quantity of DSR available to DNOs.

Generate knowledge that can be shared amongst all network operators

The DNO must explain the learning which it expects the Method(s) it is trialling to deliver. The DNO must demonstrate that it
| has a robust methodology in place to capture the learning from the Trial(s).

The project aims to develop information provision and engagement methods which
increase DNOs' access to cost-effective DSR.

This project will draw on these new insights to design and trial innovative interventions.
To ensure we are building on learning from previous trials, we will establish a forum for
DNOs and others to communicate information on developments in this field.

Learning will be shared with DNOs during the project, and key outputs of the project will
be clear guidance on the technical diagnosis of issues on the network and on the
development of best practice DSR information and engagement campaigns.

Trials involving up to 1000 customers will be carried out over two winters, with review
and refinement of the interventions carried out after the first winter trial. We will draw
in academic expertise and we will work with engineers, statisticians and social scientists
to ensure trials are designed to be robust and to produce statistically significant results.
Trial design will involve the identification of test cells, including control groups, and the
numbers of consumers required in each test cell. The trial will be carried out over two
winter seasons. Adjustments may be made to the commercial arrangements, based on
insights gained in the first months of the trial.
The effectiveness of the trials will be evaluated to produce best practice guidance to
allow DNOs to access DSR without the use of tariffs. Key learning will include the
identification of the non-tariff related factors that motivate particular customer groups to
provide a response. This will ensure that all DNOs can apply these innovative
arrangements where they are likely to be helpful.
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Please tick if the project conforms to the default IPR arrangements set out in
the LCN Fund Governance Document? |:|

If the DNO wishes to deviate from the default requirement for IPR then it must demonstrate how the learning will be
disseminated to other DNOs.

We intend to apply the guidance of the LCN Fund Governance document, and make
available freely all the information other GB DNOs will need to implement similar

schemes.

Focus on Methods that are at the trialling stage

The DNO must demonstrate why it has not previously used this Solution (including where the Solution involves commercial
arrangements) and why LCN Funding is required to undertake it. This must include why it would not run the trial as part of its
normal course of business and why the Solution is not R&D.

Before a DNO can consider business as usual investment in methods such as those we
wish to trial, it is essential to test the methods to ensure they are worthwhile and will
deliver results. If DNOs are to use information and community engagement to promote
DSR, they will need to have a high degree of confidence in the customer response to
these programmes.
Though innovative behavioural and community schemes are being used and trialled at a
small scale (e.g. Green Streets or The Gen Game), the use of information and
engagement campaigns to elicit DSR for DNOs is untested and has not been applied at
the scale being considered in this project. The more innovative behavioural methods in
particular will require trialling and refinement before they can be relied on enough to
allow reinforcement of networks to be deferred.

At the same time, this project is not an R&D project: learning on the use of behavioural
methods internationally and from other sectors has shown that these can be very
effective. This project will build on this learning to trial these methods for DNOs in the
GB context.
For robust and defensible learning to be delivered, the project needs to involve real
customers and the project needs to do it over a reasonable timescale to ensure any
response is appropriately enduring. We are proposing a timeline to 2017 which
disqualifies us from accessing the First Tier LCN fund, as a DNO cannot recover any
expenditure on a First Tier project which is incurred after 31 March 2015.
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Project Partners and external resourcing/funding

The DNO must provide evidence of how Project Partners have been identified and selected, including details of the process
that has been followed and the rationale for selecting participants and ideas for the project.

The DNO should provide details of any Project Partners who will be actively involved in the Project and are prepared to devote
time, resources and/or funding to the Project. If the DNO has not identified any specific Project Partners, it should provide
details of the type of Project Partners it wishes to attract to the Project.

The assessment framework for our LCN Fund pipeline has involved three key
stakeholder groups. The process involves a Northern Powergrid internal review which is
supported by both our CLNR project partners and a wider industry consultation. The
interaction with external parties included technology providers, IS and communication
specialists, universities, industry consultants, supply industry representatives and
market specialists.

All of these groups provide an invaluable resource for generating and assessing future
proposals.

The project has not committed to specific partners and collaborators at this stage.
However, it is clear what types of project partners and collaborators are required to
successfully deliver this project. The project will require the following generic
organisation types:

 universities covering engineering and social science disciplines;
» marketing consultants;

« behavioural economics experts;

e economics consultants; and

« electricity suppliers.

We may also include local authorities and other community organisations.

The bid will ensure that the partner selection process is open and a range of
organisations are assessed for these roles. The objective is to attract high quality
resources for the project whilst ensuring the project delivers value for money for our
customers.

We will then assess the contribution of potential partners according to the following
criteria.

« Technical capability to undertake the work. A necessary condition for participation in
the project is that the partners have the technical capability to undertake the work. For
universities and consultants this may include holding particular skills sets (e.g.
engineering capability). For suppliers this may involve holding particular resources (e.g.
domestic smart meters installed in a given location). The first stage for choosing
partners is therefore to filter according to technical capability.

* Quality of the contribution to the project. The next stage is to assess the potential
quality of the contribution that each partner can bring to the project, for example in
terms of their expertise and experience in this field.

e Cost and financial contributions. Finally, we will compare the costs associated with
each partner's participation, net of the financial contribution that they intend to make to
the project.

These three criteria will ensure we work with partners that can deliver a high quality
project and value for money.
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Derogations or exemptions
The DNO should outline if they consider that the Project will require any derogations, exemptions or changes to the regulatory

arrangements.

At this stage we think that the likelihood of any material derogations, exemptions or
changes to the regulatory arrangements is low.

However, our final position will be established during the detailed bid production phase.

Customer impact
The DNO should outline any planned interaction with customers or customers’ premises as part of the Project, and any other
direct customer impact (such as amended contractual or charging arrangements, or supply interruptions).

Since the aim of this project is to trial innovative ways to engage with customers to elicit
DSR, interaction with domestic, small business and industrial and commercial customers
will be required as part of this project.
The focus will be on trialling interventions which encourage and enable customers to
undertake DSR, rather than measures which involve changes to contractual and
charging arrangements or supply interruptions. As an example the project may seek to
use targeted information campaigns (such as messages sent to individual customers)
and community engagement activities (such as local competitions) to influence
consumption behaviours.
However, some changes to these arrangements may be required, and some measures
may involve customers signing up voluntarily to accept curtailment of their load.

All customer involvement will be voluntary and generally, the project will follow the
same principles as those developed for the CLNR project.




LCN Fund

Low Carbon Networks

Details of cross sector aspects

The DNO should complete this box only if this Project forms part of a larger cross sector Project that is seeking funding from
multiple competitions (ie Electricity NIC, Gas NIC or LCN Fund). The DNO should explain about the Project it will be
collaborating with, how it all fits together, and must also add a justification for the funding split.
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Any further information the DNO feels may add to the submission

Evidence suggests that behavioural programmes may be more effective than tariff
signals at eliciting a customer response. Some of this evidence is outlined in research
commissioned by DECC (Demand Side Response in the domestic sector- a literature
review of major trials). However, these types of programmes have yet to be trialled at
scale in the UK for the type of response that DNOs value.

In addition, new and innovative research in psychology and behavioural economics is
yielding insights on how changes in customer behaviour can be enabled and encouraged
(as detailed for example in the Cabinet Office Nudge Unit's 2011 publication, Behaviour
Change and Energy Use).

Contact name

Jim Cardwell

Contact Address

98 Aketon Road
Castleford
WF10 5DS

E-mail

Jim.Cardwell@northernpowergrid.com

Direct telephone line

01977 605938

Job title

Head of Regulation & Strategy
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	DNO GroupRow1: Northern Powergrid
	Participant DNOsRow1: Northern Powergrid (Northeast) Limited and Northern Powergrid (Yorkshire) plc 
	DNO areasRow1: Northeast and Yorkshire
	Project titleRow1: Activating Customer Engagement (ACE)
	The DNO must provide an approximate Project start and end dateRow1: ACE will develop and trial innovative and untried commercial methods and operational practices aimed at increasing distribution network operators' (DNOs) access to cost-effective localised demand side response (DSR) from end customers without the use of tariffs. This DSR could involve shifts in consumption across time, or reductions in consumption. 
Learning on the role of tariffs in unlocking DSR has been achieved in a number of recent trials, including the Customer-Led Network Revolution (CLNR) project. ACE will build on this by focussing on delivering DSR through alternatives to tariff signals. These alternatives will involve active engagement with different customer groups, based on new insights from social sciences, including behavioural economics and psychology.  
Customer engagement has the potential to unlock customer response in a cost-effective way.  It avoids the need to increase the complexity of customer price signals and could be particularly valuable where the DNO requires a temporary or localised response. 
The project will run from January 2014 to October 2017 and will involve the trial of a range of engagement measures. Based on the trial results, detailed guidance on the best practice application of these measures will be produced in time for more widespread DSR expected to be required from the 2020s.  
	Total cost of Project: £6.6m
	LCN Funding requested: £6.0m
	If yes please specifyCross Sector Projects Requested funding from Electricity NIC Gas NIC or NIA: 
	The DNO must provide a narrative which explains the Problems which the Project is seeking to addressRow1: Additional network capacity will be required in the move to a low-carbon economy
Load is expected to grow to 2030 and beyond. In particular, heat and transport electrification driven by the need to reduce carbon emissions may significantly increase peak demands on distribution networks.
GB DNOs must maintain safety and quality of supply and meet their statutory obligations by efficiently delivering electricity. As peak load increases, additional distribution network capacity will be required for DNOs to continue to meet obligations to maintain the security of supply.  
DSR can help unlock network capacity cost-effectively
Traditionally, capacity has been delivered by providing higher-rated assets through capital investment.  However, DNOs are increasingly beginning to test the release of capacity by contracting DSR. DSR involves incentivising or enabling customers to shift electricity demand across time, usually within a day. It can reduce the peak demand on key distribution network assets. 
The electrification of heat and transport may increase the amount of DSR available to DNOs, by increasing the amount of demand that is flexible.
However, there are barriers to DNOs' access to DSR 
There are barriers associated with accessing DSR from customers using tariff signals alone. 
· Customer awareness. Research has found that customer awareness of the potential to sell DSR is low among all customer groups. 
· Small financial gains. Analysis for the CLNR shows that the financial gains to customers from undertaking DSR for DNOs can be small, particularly in the near term.
· Location-specific and temporary requirements. Tariff signals may not be suitable for delivering the very local, and potentially temporary, response sometimes required by DNOs. 
Engagement and the provision of information to customers may help overcome these barriers 
Evidence suggests that active engagement with customers may help overcome these barriers, and unlock difficult to access DSR.
This project seeks to address these barriers by trialling alternatives to tariffs. 
	The DNO must describe the Methods which are being trialled The DNO must outline how the Methods could solve the Problem The type of Method should be identified where possible eg technical commercial etcRow1: The Method to be trialled in this project involves the development and application of novel commercial arrangements to allow DNOs to access DSR in local areas. Previous trials have aimed to incentivise DSR through tariffs.  We propose to build on this by drawing on the growing body of evidence from the social sciences, including behavioural economics and psychology to develop innovative ways of empowering behaviour change. There are two stages to the Method: (1) technical diagnosis of the issue, involving the collection and analysis of data on customers in constrained areas; and (2) application of innovative commercial arrangements to manage the loads in constrained areas.
Method part 1: Technical diagnosis 
We will begin by selecting parts of our network that are likely to face constraints over the next few years. We will ensure that these areas are broadly representative of a wide range of customers, energy uses and networks in GB. We will then install network monitoring equipment in these areas. Based on data collected from this equipment and smart meter data, we will undertake an analysis of load profiles on these parts of the network. The aim of this analysis is to allow us to understand which type of consumers 
	Methods continuedRow1: and energy uses are driving the network constraints. The outputs of this analysis will include a methodology for DNOs to undertake similar diagnostic activity on their networks. 
Method part 2: Application of innovative commercial arrangements 
Using the information on the load profiles in the constrained areas, and drawing in insights from the socio-demographic modelling in CLNR and other trials, we will then develop an understanding of the characteristics of customers in these constrained areas and their behaviours and motivations. Based on this understanding, we will design customer engagement measures aimed at delivering the DSR required to allow reinforcement to be deferred in each constrained area. The development of customer engagement methods to trial is a critical part of the project and it is important that it is based on data collected and analysis carried out during the trial. We therefore cannot fully specify the commercial arrangements at this stage, however, these may include interventions such as the following:
• targeted information strategies (including with suppliers via smart meter in home displays), including feedback on behaviour;
• community engagement through local authorities, social landlords, schools and local charities; 
• neighbourhood competitions, both between neighbourhoods or between customers within a neighbourhood; and
• public communication of customers' commitments to change energy behaviour. 
 
	The DNO is to provide a commentary on the accuracy of its funding estimate If the Project has phases the DNO must identify the approximate cost of each phaseRow1: The project will run for just under four years, with a cost totalling approximately £6.6m, including project management and contingency (15%). The costs have been developed based on existing activity. The costing is an approximation but we intend to work within the overall cost estimate outlined above.
The project will run in three overlapping phases.
·Design phase: £1.6m 
·Operational phase: £2.9m
·Analysis, evaluation and dissemination: £2.1m
To ensure the project delivers value for money, partner and contractor costs will be procured through a competitive tender process, where the costs in terms of time and resource are proportionate. This will be undertaken during the detailed bid preparation phase and the project delivery phase. 
 
	The DNO must demonstrate that the Solution makes a contribution to the Carbon Plan and has the potential to deliver financial benefitsRow1: DSR can potentially play a major role in allowing DNOs to efficiently release network capacity to enable the move to a low-carbon economy.  
Contribution to the Carbon Plan
DSR can release distribution network capacity more quickly than reinforcement. By developing new ways for GB DNOs to access DSR, this project will contribute to the Carbon Plan in two ways. 
· Roll out of low-carbon technologies. The methods trialled in this project will facilitate the roll out of low-carbon technologies such as electric vehicles (EVs), heat pumps and solar photovoltaic (PV) by releasing capacity more quickly and more cost-effectively than it could be released through standard network reinforcement methods.  Mass deployment of low-carbon heat and transport technologies from the 2020s is a critical part of the Carbon Plan. We estimate that the use of DSR will release network capacity at least four months more quickly than traditional reinforcement. This estimate is based on minimum timescales for reinforcing HV distribution networks, and the assumption that DSR schemes can release capacity quickly, once they are up and running. Faster release of network capacity is likely to allow more rapid adoption of low-carbon technologies, including heat pumps, EVs and solar PV. Releasing network capacity will therefore contribute to the Carbon Plan by facilitating emission reductions in the buildings, transport and electricity sectors.  
· Direct impact on carbon emissions.  Improved DNO access to DSR will reduce the required amount of asset replacement. This will also help reduce emissions associated with the electricity sector by avoiding the embedded carbon associated with asset replacement.
These benefits could be delivered across GB, wherever network reinforcement is required. 
Net financial benefits 
 
The methods trialled in this project are likely to deliver net financial benefits by unlocking additional cost-effective DSR resource for DNOs.
Analysis undertaken for DECC and for the Smart Grid Forum has shown that DSR can deliver net benefits to customers by reducing DNO requirements to reinforce networks. 
It is likely that delivering this DSR through engagement and provision of information will help maximise the financial benefits associated with DSR. 
· Our initial estimates suggest that the costs of information and engagement programmes are likely to be lower than either the costs of DSR through tariffs or conventional network reinforcement.  
· The effectiveness of these programmes may be high. In particular, these programmes can help DNOs access customers who are not aware of DSR schemes, or are not motivated by the relatively small financial gains associated with tariffs aimed at incentivising DSR. 
 
	A Second Tier Project must demonstrate that the Methods being trialled will have a Direct Impact as defined in the Governance Document on the operation of a DNOs Distribution SystemRow1: While at present network planning, investment and maintenance issues are generally resolved by engineering solutions, current practices and plans increasingly deploy DSR. The methods trialled in this project will have a direct impact on the operation of the distribution system, as they will increase DNOs' access to cost-effective DSR. This DSR can be used as an alternative to engineering solutions, including network reinforcement. 
The CLNR project is assessing the capabilities and willingness of different customer groups to deliver DSR, when incentivised by tariffs. The ACE project will help DNOs access additional DSR by building on the learning outcomes from the CLNR project and other LCN fund projects (such as Smart Hooky, Low Carbon London, Capacity to Customers and New Thames Valley Vision), as well as other trials.
In particular, the methods developed using this trial will allow DNOs to flexibly access local DSR resources.  Where network constraints are temporary, or are very localised, incentivising DSR through the use of tariffs may not be suitable.  Information and engagement programmes may give the DNO greater flexibility to introduce bespoke schemes quickly and in a way that is targeted at specific locations.
In addition, by overcoming lack of customer awareness of DSR and offering alternative motivations to the small financial gains for customers that can be associated with tariff solutions, these methods could increase the quantity of DSR available to DNOs. 
 
	The DNO must explain the learning which it expects the Methods it is trialling to deliver The DNO must demonstrate that it has a robust methodology in place to capture the learning from the TrialsRow1: The project aims to develop information provision and engagement methods which increase DNOs' access to cost-effective DSR. 
This project will draw on these new insights to design and trial innovative interventions.  To ensure we are building on learning from previous trials, we will establish a forum for DNOs and others to communicate information on developments in this field. 
Learning will be shared with DNOs during the project, and key outputs of the project will be clear guidance on the technical diagnosis of issues on the network and on the development of best practice DSR information and engagement campaigns.  
Trials involving up to 1000 customers will be carried out over two winters, with review and refinement of the interventions carried out after the first winter trial.  We will draw in academic expertise and we will work with engineers, statisticians and social scientists to ensure trials are designed to be robust and to produce statistically significant results.  Trial design will involve the identification of test cells, including control groups, and the numbers of consumers required in each test cell. The trial will be carried out over two winter seasons. Adjustments may be made to the commercial arrangements, based on insights gained in the first months of the trial. 
The effectiveness of the trials will be evaluated to produce best practice guidance to allow DNOs to access DSR without the use of tariffs. Key learning will include the identification of the non-tariff related factors that motivate particular customer groups to provide a response. This will ensure that all DNOs can apply these innovative arrangements where they are likely to be helpful. 
	If the DNO wishes to deviate from the default requirement for IPR then it must demonstrate how the learning will be disseminated to other DNOsRow1: We intend to apply the guidance of the LCN Fund Governance document, and make available freely all the information other GB DNOs will need to implement similar schemes. 
 
	The DNO must demonstrate why it has not previously used this Solution including where the Solution involves commercial arrangements and why LCN Funding is required to undertake it This must include why it would not run the trial as part of its normal course of business and why the Solution is not RDRow1: Before a DNO can consider business as usual investment in methods such as those we wish to trial, it is essential to test the methods to ensure they are worthwhile and will deliver results. If DNOs are to use information and community engagement to promote DSR, they will need to have a high degree of confidence in the customer response to these programmes. 
Though innovative behavioural and community schemes are being used and trialled at a small scale (e.g. Green Streets or The Gen Game), the use of information and engagement campaigns to elicit DSR for DNOs is untested and has not been applied at the scale being considered in this project.  The more innovative behavioural methods in particular will require trialling and refinement before they can be relied on enough to allow reinforcement of networks to be deferred. 
At the same time, this project is not an R&D project: learning on the use of behavioural methods internationally and from other sectors has shown that these can be very effective. This project will build on this learning to trial these methods for DNOs in the GB context.
For robust and defensible learning to be delivered, the project needs to involve real customers and the project needs to do it over a reasonable timescale to ensure any response is appropriately enduring. We are proposing a timeline to 2017 which disqualifies us from accessing the First Tier LCN fund, as a DNO cannot recover any expenditure on a First Tier project which is incurred after 31 March 2015. 
 
	The DNO must provide evidence of how Project Partners have been identified and selected including details of the process that has been followed and the rationale for selecting participants and ideas for the project The DNO should provide details of any Project Partners who will be actively involved in the Project and are prepared to devote time resources andor funding to the Project If the DNO has not identified any specific Project Partners it should provide details of the tVDe of Proiect Partners it wishes to attract to the ProiectRow1: The assessment framework for our LCN Fund pipeline has involved three key stakeholder groups. The process involves a Northern Powergrid internal review which is supported by both our CLNR project partners and a wider industry consultation. The interaction with external parties included  technology providers, IS and communication specialists, universities, industry consultants,  supply industry representatives and market specialists. 
All of these groups provide an invaluable resource for generating and assessing future proposals.
The project has not committed to specific partners and collaborators at this stage. However, it is clear what types of project partners and collaborators are required to successfully deliver this project. The project will require the following generic organisation types:
· universities covering engineering and social science disciplines;
· marketing consultants;
· behavioural economics experts;
· economics consultants; and
· electricity suppliers.
We may also include local authorities and other community organisations. 
The bid will ensure that the partner selection process is open and a range of organisations are assessed for these roles. The objective is to attract high quality resources for the project whilst ensuring the project delivers value for money for our customers.
We will then assess the contribution of potential partners according to the following criteria.  
· Technical capability to undertake the work. A necessary condition for participation in the project is that the partners have the technical capability to undertake the work. For universities and consultants this may include holding particular skills sets (e.g. engineering capability). For suppliers this may involve holding particular resources (e.g. domestic smart meters installed in a given location).  The first stage for choosing partners is therefore to filter according to technical capability.
· Quality of the contribution to the project. The next stage is to assess the potential quality of the contribution that each partner can bring to the project, for example in terms of their expertise and experience in this field. 
· Cost and financial contributions. Finally, we will compare the costs associated with each partner's participation, net of the financial contribution that they intend to make to the project.  
These three criteria will ensure we work with partners that can deliver a high quality project and value for money. 
 
	The DNO should outline if they consider that the Project will require any derogations exemptions or changes to the regulatory arrangementsRow1: At this stage we think that the likelihood of any material derogations, exemptions or changes to the regulatory arrangements is low.
However, our final position will be established during the detailed bid production phase.
 
	The DNO should outline any planned interaction with customers or customers premises as part of the Project and any other direct customer impact such as amended contractual or charging arrangements or supply interruptionsRow1: Since the aim of this project is to trial innovative ways to engage with customers to elicit DSR, interaction with domestic, small business and industrial and commercial customers will be required as part of this project. 
The focus will be on trialling interventions which encourage and enable customers to undertake DSR, rather than measures which involve changes to contractual and charging arrangements or supply interruptions.  As an example the project may seek to use targeted information campaigns (such as messages sent to individual customers) and community engagement activities (such as local competitions) to influence consumption behaviours.
However, some changes to these arrangements may be required, and some measures may involve customers signing up voluntarily to accept curtailment of their load.
All customer involvement will be voluntary and generally, the project will follow the same principles as those developed for the CLNR project.
 
 
	The DNO should complete this box only if this Project forms part of a larger cross sector Project that is seeking funding from multiple competitions ie Electricity NIC Gas NIC or LCN Fund The DNO should explain about the Project it will be collaborating with how it all fits together and must also add a justification for the funding splitRow1: 
	Any further information the DNO feels may add to the submissionRow1: Evidence suggests that behavioural programmes may be more effective than tariff signals at eliciting a customer response. Some of this evidence is outlined in research commissioned by DECC (Demand Side Response in the domestic sector- a literature review of major trials). However, these types of programmes have yet to be trialled at scale in the UK for the type of response that DNOs value. 
In addition, new and innovative research in psychology and behavioural economics is yielding insights on how changes in customer behaviour can be enabled and encouraged (as detailed for example in the Cabinet Office Nudge Unit's 2011 publication, Behaviour Change and Energy Use).  
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