Making a positive difference
for energy consumers

Company Secretary
Western Power Distribution (East
Midlands) Plc

Avonbank Direct Dial: 0141 354 5416

Feeder Road Email: Steven.McMahon@ofgem.gov.uk

Bristol

BS2 OTB Date: 18 December 2019

Dear Company Secretary,

Project Direction ref: WPD / DC Share / 18 December 20191

Western Power Distribution (East Midlands) Plc (WPD) submitted the project DC Share (the
Project) in July 2019 to be considered for funding through the Electricity Network
Innovation Competition (NIC). In the 2019 NIC decision?, we selected the Project? for
conditional funding.

WPD must comply with the terms contained in this Project Direction as a condition of the
Project receiving funding through the Electricity NIC. These terms can be found in the

Schedule to this Project Direction.

Project direction

Chapter 5 of the Electricity NIC Governance Document* states that a Project Direction will:

e set out the Project-specific conditions that the Network Licensee (which for this

project is WPD) is committing to in accepting funding

! This Project Direction constitutes notice pursuant to section 49A (Reasons for decisions) of the Electricity Act
1989.

2 https://www.ofgem.gov.uk/publications-and-updates/network-innovation-competition-2019-funding-decisions

3 Unless otherwise specified, defined terms in this Project Direction have the meaning given to them in Appendix 1
of the Electricity NIC Governance Document.

4 https://www.ofgem.gov.uk/publications-and-updates/version-30-network-innovation-competition-governance-
documents

The Office of Gas and Electricity Markets
Commonwealth House, 32 Albion Street, Glasgow, G1 1LH Tel 020 7901 7000
www.ofgem.gov.uk


https://www.ofgem.gov.uk/publications-and-updates/network-innovation-competition-2019-funding-decisions
https://www.ofgem.gov.uk/publications-and-updates/version-30-network-innovation-competition-governance-documents
https://www.ofgem.gov.uk/publications-and-updates/version-30-network-innovation-competition-governance-documents

e require the Network Licensee to undertake the Project in accordance with the
commitments it has made in the Full Submission?

e set out the Approved Amount for the Project, that will form part of the calculation
contained in the Funding Direction issued by the Authority under Chapter 7 of the
Governance Document

e set out the Project budget that the Network Licensee must report against and how
variances against the Project budget will be reported and approved, and

e set out the mechanism for the Network Licensee receiving the Approved Amount as

set out in the Funding Direction.
These requirements are described for the Project in the Schedule to this Project Direction.

Decision

Provided WPD complies with the Electricity NIC Governance Document and with the
Schedule to this Project Direction, the Project is deemed to be an Eligible NIC Project.®
This Project Direction constitutes notice pursuant to section 49A (Reasons for decisions) of
the Electricity Act 1989.

A o] SEB~

Steven McMahon
Deputy Director, Electricity Distribution and Cross Sector Policy
For and on behalf of the Authority

5 Where appropriate, the Project Direction may therefore include extracts from the Full Submission or refer to
specific sections of the Full Submission.
6 Eligible NIC Project has the meaning given in definitions of the Electricity Distribution licence.
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Schedule to Project Direction

1. TITLE
Project Direction ref: WPD / DC Share / 18 December 2019
2. PREAMBLE

This Project Direction is issued by the Gas and Electricity Markets Authority (the
“Authority”) to Western Power Distribution (East Midlands) Plc (the “Funding Licensee”)
pursuant to the Electricity NIC Governance Document issued pursuant to Part E of Charge
Restriction Condition 5A (The Network Innovation Competition) of the Electricity
Distribution Licence (the “Licence”). It sets out the terms to be complied with in relation to
DC Share (the “Project”) as a condition of it being funded under the NIC and the Funding

Return Mechanism.”

Unless otherwise specified, defined terms in this Project Direction have the meaning given

to them in Appendix 1 of the Electricity NIC Governance Document.

References to specific sections of the Funding Licensee’s Full Submission in this Project
Direction are, for ease of reference, made by referring to the section number in the Funding

Licensee’s Full Submission pro-forma.

3. CONDITION PRECEDENT
In accepting funding for the Project, the Funding Licensee is subject to the following

Project-specific conditions:

Condition 1
The Funding Licensee will not access any funds from the Project Bank Account until
contracts are signed with the Project Partners named in Table 1 for the purpose of

completing the Project.

7 The Funding Return Mechanism is defined in Part C of Charge Restriction Condition 5A.
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Table 1. Project Partners

Ricardo Energy & Environment
Electricity North West Ltd
Turbo Power Systems

Vectos

Condition 2

The Funding Licensee must successfully secure full planning permission by the completion
of Project Deliverable 2 before it can access funding allocated to Project Deliverables 3
onwards. Any such site that has been selected must meet the initial site selection criteria as

set out in section 2.3 of the Full Submission.

4. COMPLIANCE

The Funding Licensee must comply with Charge Restriction Condition 5A, the Electricity NIC
Governance Document (as may be modified from time to time in accordance with Part E of

Charge Restriction Condition 5A) and with this Project Direction.

Any part of the Approved Amounts that the Authority determines not to have been spent in
accordance with this Project Direction (or in accordance with the Electricity NIC Governance

Document) is deemed to be Disallowed Expenditure.

Pursuant to Charge Restriction Condition 5A, Disallowed Expenditure is any revenue
received (whether by the Funding Licensee or by another Licensee) from the System
Operator under the NIC Funding Mechanism that the Authority determines has not been
spent in accordance with the applicable provisions of the Electricity NIC Governance

Document or the terms of the relevant Project Direction.

Pursuant to Chapter 8 of the Electricity NIC Governance Document, Disallowed Expenditure
includes any funds that must be returned if the Project is halted without Ofgem's
permission, any funds that have not been spent in line with the approved Project Budget
contained within the Project Direction, any unspent funds on the completion of the Project
and any Directly Attributable Costs that the Authority deems to have been misreported

following a Project audit. In particular, it includes the proportion of funds associated with a
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Project Deliverable (as proposed by the Network Licensee), where the Network Licensee is

deemed by Ofgem to be at fault for the non-delivery of that Project Deliverable.

5. APPROVED AMOUNT FOR THE PROJECT

The Approved Amount is £4,715,790

The Approved Amount will be recovered by the System Operator from GB customers and
transferred to the Network Licensee in the Relevant Year following the issue of the Project
Direction. The Relevant Year is a period of twelve months beginning on 1 April in any
calendar year and ending on 31 March of the next calendar year. Transfer of revenue
between the System Operator and one or more Network Licensees must be made monthly
on an equal basis, for the entirety of the Relevant Year, on the day of the month agreed by
the Network Licensee making the transfer. The Network Licensee is responsible for
notifying the System Operator of the bank account details to which transfers must be
made. If a Network Licensee is required to return funding to the System Operator, the

reverse applies.

6. PROJECT BUDGET

The Project Budget is set out in Annex 1 of this Project Direction.

The Funding Licensee will report on expenditure against each line under the category total
in the Project Budget, and explain any projected variance against each line total in excess
of 5% as part of its detailed report which will be provided, in accordance with Chapter 8 of
the Electricity NIC Governance Document. Ofgem will use the reported expenditure and the
explanation to assess whether the funding has been spent in accordance with the Electricity

NIC Governance Document and with this Project Direction.

7. PROJECT IMPLEMENTATION

The Funding Licensee must undertake the Project in accordance with the commitments it
has made in the Full Submission approved by the Authority pursuant to the Electricity NIC
Governance Document and with the terms of this Project Direction. These include (but are

not limited to) the following:

(i) undertake the Project in accordance with the description set out in Section 2

(Project Description) of the Full Submission;
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(ii) provide a Network Licensee Compulsory Contribution of £528,920;

(iii) complete the Project on or before the Project completion date of 31 March
2023; and

(iv) disseminate the learning from the Project at least to the level described in

Section 5 (Knowledge Dissemination) of the Full Submission.
8. REPORTING

Ofgem may issue guidance (and amend it from time to time) about the structure and
content of the Project Progress Report required by Chapter 8 of the Electricity NIC
Governance Document. The Funding Licensee must follow this guidance in preparing the

reports.

As required by Chapter 8 of the Electricity NIC Governance Document, the Funding
Licensee must inform the Authority promptly in writing of any material event or
circumstance likely to affect its ability to deliver the Project as set out in its Full

Submission.
9. INTELLECTUAL PROPERTY RIGHTS (“IPR")

In Section 5 of its Full Submission (Knowledge Dissemination) the Funding Licensee has
stated that the Project conforms to the default IPR arrangements set out in Chapter 9 of
the Electricity NIC Governance Document. The Funding Licensee must therefore undertake

the Project in accordance with the default IPR arrangements.

10. PROJECT DELIVERABLES

At the end of a Project, the Funding Licensee must commission a report from an
independent third party that verifies whether the Project Deliverables set out in Table 2
below (which comply with Chapter 5 of the Electricity NIC Governance Document) have

been achieved.

After it has received the report, the Funding Licensee must send it to the Authority. Where
a Project Deliverable has not been achieved we will consider whether funding should be
returned to customers using the Funding Return Mechanism. If the Network Licensee is

deemed by Ofgem to be at fault for the non-delivery of the Project Deliverable, it is the
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proportion of funding assigned to it within Table 2 below, which may be returned to

customers.
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Table 2. Project Deliverables

Project
Reference
Deliverable

Deadline

Evidence

NIC funding
request
(100%)

Site Selection

Complete

May 2020

Report detailing:

e Process used to select the site
including equalisation benefits
estimations, planning
considerations, charger usage
estimations

¢ Obtain letters in principle from the
appropriate parties (Local
Authorities, landowners) prior to
agreement of contract

e Final trial site decision

e Next steps action plan

5%

Final System Design

Report

September
2020

Report detailing:

¢ Full description and specification
of the trial installation

¢ Final system design and product
specification,

e System Functional Definition
Document,

¢ Detailed status of developments

of hardware and software

15%
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Reference

Project

Deliverable

Deadline

Evidence

NIC funding
request
(100%)

Factory Acceptance

March 2021

e Factory acceptance of Chargers,
Converters, Control system,
Integrated system.

¢ Proof of certification of
compliance with relevant

standards.

Report detailing:

e Description of the testing,
installation and commissioning
processes,

e Equipment acceptance and
compliance certification,

e Detailed plan for onsite
installation,

¢ Analysis of the results and
improvements for future

iterations.

30%

Installation

Completion

July 2021

Installations completed and
presented for inspection:

e Equalisation at substations,

¢ DC ring cabling,

e DC charge points,

e Other system components such
as switching, metering, control

and comms system.

25%
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Reference

Project

Deliverable

Deadline

Evidence

NIC funding
request
(100%)

Trial Interim Report

January
2022

Interim report detailing:

e Lessons learned during
installation and initial testing,

¢ Details of activities and success
in engaging with potential users,
e Customer survey interim
results,

¢ Details of events and

conferences.

10%

Trial Results Report
and EV Charging
Customer

Experience

November
2022

Report detailing:

¢ Analysis of the data obtained
from the trial installation,

o Its effectiveness to deliver rapid
charging and network equalisation
benefits,

e Public presentation of the
results from customer
engagement to determine positive
and negative elements of the trial
installation (e.g. location and
logistical factors, prioritisation
logic/curtailment of charging

power logic).

10%

Close Down Report,
Final Conclusions
and Planned BaU
implementation and

recommendations

March 2023

Report detailing:

e Summary of project findings
and recommendations for BaU
implementation including updates
and refinements,

e Recommendations for follow-up

projects.

5%

Common Project Deliverable
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Project

NIC funding

Reference . Deadline Evidence request
Deliverable
(100%)
Comply with End of Annual Project Progress Reports N/A
knowledge transfer Project which comply with the
requirements of the requirements of the Governance
Governance Document.
Document.
Completed Close Down Report
which complies with the
N/A

requirements of the Governance

Document.

Evidence of attendance and
participation in the Annual
Conference as described in the

Governance Document.

11. USE OF LOGO

The Funding Licensee and the Project Partners, External Funders and Project Supporters?

may use the NIC logo for purposes associated with the Project but not use the Ofgem logo

in any circumstances.

12. AMENDMENT OR REVOCATION

As set out in Chapter 8 of the Electricity NIC Governance Document and this Project

Direction, this Project Direction may be amended or revoked under the following

circumstances:

(i) if the Funding Licensee considers that there has been a material change in

circumstance that requires a change to the Project Direction, and the Authority

agrees; or

8 As listed in Box 1.6 in Section 1 of the Full Submission pro-forma.

The Office of Gas and Electricity Markets
Commonwealth House, 32 Albion Street, Glasgow, G1 1LH Tel 020 7901 7000




(ii) to reflect amendments made to the Licence.
13. HALTING OF PROJECTS

This Project Direction is subject to the provisions contained in Chapter 8 of the Electricity
NIC Governance Document relating to the halting of projects. By extension, this Project
Direction is subject to any decision by the Authority to halt the Project to which this Project
Direction relates and to any subsequent relevant Funding Direction issued by the Authority

pursuant to Charge Restriction Condition 5A.

In the event of the Authority deciding to halt the Project to which this Project Direction
relates, the Authority may issue a statement to the Funding Licensee clarifying the effect of
that halting decision as regards the status and legal force of the conditions contained in this

Project Direction.

NOW THEREFORE:
In accordance with the powers contained in the Electricity NIC Governance Document
issued pursuant to Part E of Charge Restriction Condition 5A of the Licence the Authority

hereby issues this Project Direction to the Funding Licensee in relation to the Project.

This constitutes notice of reasons for the Authority’s decision pursuant to section 49A

(Reasons for decisions) of the Electricity Act 1989.
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ANNEX 1: PROJECT BUDGET

Cost Category Cost (£k)
Labour
490.95
Equipment
1,189.06
Contractors
2,352.11
IT
420.16
IPR Costs

Travel & Expenses

104.69
Payments to users
Contingency

509.96
Decommissioning
Other

220.38
Total 5,287.31
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