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	Option
	Circumstances where DNO will use each option or where option will have most benefit

	Domestic options

	1.Restructuring of DUoS charge
	DNO’s can’t rely on customers being at home 24/7 and watching their IHD waiting to see when to reduce their electricity use to get the cheapest rate; therefore this option would have to be automated.  The cost of systems and equipment combined with the low levels of likely customer response (and therefore subsequent low level of electricity reduction) makes the commercial viability of dynamic TOU difficult.

This option could work if it was a static TOU tariff; however the DNO TOU tariff variations need to be visible to customers and not smoothed or simplified by the overarching supplier tariff, otherwise customers won’t see the full benefit of this option.  The time breaks reflecting high, medium and low charges need to be agreed between the DNO and the Supplier to ensure the customer benefits from reducing their usage.
DNOs also need to agree the ‘DNO specific’ time breaks between themselves, otherwise regional variations between the DNOs would occur and make the option difficult for suppliers to manage and complicated for the customer. See Annex A – Restructuring of DUoS charge for a pictorial representation. 


	2. Two Band DUoS capacity charge
	As per Option 1. Restructuring DUoS charges, there is a risk that the supplier will smooth out variations in DUoS charges to the customer.
This option could be done on a static or dynamic basis and for the same reason as option 1, static is the only option that could be practical as dynamic would require significant investment in automation.  The mobilisation and operational costs of the settlement systems required may outweigh the benefits of this option.



	3. Critical event arrangement
	DNOs rarely have critical events where this is option is likely to be invoked i.e. once every 2-5 years.
It is likely that domestic customers who sign up to this tariff to obtain a cheaper price will forget and not react well to appliances being shut down by the DNO.
The level of complexity required in mobilising and operating it i.e. the infrastructure, customer education and likely negative customer reaction of this option means there isn’t likely to be enough value in it for a DNO at the domestic level.  
There is, however, more value in implementing this type of arrangement with large I&C customers, where it would be a lot easier to manage the message.



	4. Dynamic DUoS tariff
	This faces the same challenges as Option 1.  In addition to what is stated for Option 1 there is added complexity with this option, as it involves day ahead forecasting, rather than season ahead as reflected in Option 1.


	5. Load limiter
	There is a large amount of customer engagement work that would need to be completed, for example educating customers in what their household load actually is and how does that equate to their appliances.   What is deemed as an acceptable level of load is likely to vary between customer segments.  



	6. Energy efficiency measures
	A DNO only needs the impact of Demand Response reduction for a few hours on certain days of a year – this method is more for the benefit of customers to reduce their overall electricity cost and for suppliers to reduce their commodity cost and fulfil their ECO obligations.

Using household energy efficiency measures, customers are likely to reduce energy usage at times of the day not helpful for a DNO i.e. it doesn’t reduce peak load in the evenings. 

The volume of efficiency savings benefiting peak periods are likely to be low, therefore the cost of DNO implementing systems and processes to support this method would exceed the benefit to the DNO.

The greater benefit of this method, therefore, would be to the supplier and the domestic customer. 



	7. Demand reduction through information provision
	This option describes overall energy reduction, not demand response for a DNO.  It should be led by different parties other than the DNO, such as Green Deal consultants, Suppliers, Energy Advisory Bodies, Energy Poverty Charities, Education establishments etc. 

DNOs do not currently have the skills, resource or capability to deliver this method.  As demonstrated above, to create this capability in a DNO would duplicate many organisations already in existence.



	8. Mandated product standards 
	Mandating product standards is a viable method; however a DNO only needs the impact of Demand Response reduction for a few hours on certain days of a year.  This method benefits customers by reducing their overall electricity cost and suppliers to benefit by conducting energy trading activities on potentially a daily basis.  As noted in the description, to include an override function in a product would require a very high level of granularity of data and therefore significant investment in systems.

An alternative option is for a supplier to develop a TOU tariff which would automatically respond to the high tariff period by invoking the demand response function and avoiding consumption at high tariff periods. If the customer opted to use the override function, a separate settlement process would not be required as the usage penalty would be incorporate into the higher TOU Tariff.


	9. Community schemes
	The community group running a scheme could provide Options 6&7 through education, however the group are not a demand response method in their own right, they are an engagement and delivery mechanism, just like an aggregator.  The DNO would interact with the community as they would an aggregator and as such it should be subjected to similar commercial arrangements and governance to ensure reliability and value.


	I&C options


	Restructuring of DUoS charge
	This option would work best via a supplier as the alternative is that the DNO would need to develop direct customer billing and collection capability.  The complexity of charging as demonstrated in Annex A  which is detrimental in a domestic environment is potentially more acceptable to I & C customers.  This is because large I&C customers often have Energy Managers who are tasked with understanding cost of energy and applying those appropriately to their internal business processes. 



	Availability & Utilisation payment/ or pay as you go 
	Availability and utilisation model is not suited to DNO use case.

It has been established within the ENA Shared Services Working Group that there is conflict between the operation of two competing programmes offering availability and seeking exclusive access to a participant site. This level of increased cost negates the use of DR as an economic alternative to conventional network management.

Pay as you go done in conjunction with a shared services framework can enable the participant to receive availability from system balancing activities funded by the TSO.  The DNO requirement for DSR can be accommodated within this commercial arrangement while avoiding the necessity to compete for exclusivity with the participant.

Work within the ENA ENFG working group has gone some way to address the market barriers and look at cost sharing , however further work requires to be done in relation to service reliability and standardising services across DNOs before viability can be confirmed.

Many of these assumptions and alternative options are being tested in WPD’s Project FALCON commercial trials.  Results from the first winter trials will be disseminated in June 2014 with full and final report after the second winter trials in 2015.


	DG options
(The following options are different from those covered above and are focussed on the facilitation of increased connection capacity for generation i.e. footroom, as opposed to demand response for the purposes of managing supply constraints i.e. headroom.)

	Last in first out
	These are all potentially workable for different reasons in different areas.  

WPD has already recognised the value of these options and have developed draft policies and processes and are rolling out via trials and in trial areas.


	Pro-rata
	

	DNO parameter
	

	Upfront constraint auction
	The previous alternative connection arrangements have been progressed on the basis of assessing current needs cost effective solutions.  

The upfront constraint auctions were determined to be more suited to long term constraints which there wasn’t a significant need identified where there were multiple parties queuing.  

Under such circumstances this would be potentially viable under either proposed variant and worthy of consideration.


	


Annex A – Restructuring of DUoS charge
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*This option could work if it was a static TOU tariff; however the DNO TOU tariff variations need to be visible to customers and not smoothed or simplified by the 
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*This option could work if it was a static TOU tariff; however the DNO TOU tariff variations need to be visible to customers and not smoothed or simplified by the overarching supplier tariff, otherwise customers won't see the full benefit of this option.  The time breaks reflecting high, medium and low charges need to be agreed between the DNO and the Supplier to ensure the customer benefits from reducing their usage.
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