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AkVha\ KaXOb
LRXiVe YaQ ReQVbXUgb
Ofgem, 10 SoXWh Colonnade,bb
Canar\ Wharf, Londonbb
E14 4PUb
b

OSeQ LeWWeU CRQVXOWaWiRQ RQ aSSURach WR VeWWiQg Whe Qe[W eOecWUiciW\b
diVWUibXWiRQ SUice cRQWURO (RIIO-ED2); aQdb
b

PRViWiRQ SaSeU RQ DiVWUibXWiRQ S\VWeP OSeUaWiRQ: RXU aSSURach aQdb
UegXOaWRU\ SUiRUiWieV;b
b
15Wh OcWober 2019b
b
Dear Aksha\ and LoXise,b
b
Thank \oX for Whe opporWXniW\ Wo respond Wo Ofgemès consXlWaWion on Whe RIIO-ED2 Priceb
ConWrol consXlWaWion and Whe PosiWion Paper on DSO Principles. We haYe responded Wo boWhb
consXlWaWions joinWl\ ZiWhin Whis response.bb
b
Piclo deYelops sofWZare Wo make elecWriciW\ grids smarW, fle[ible and sXsWainable. Piclo isb
pla\ing an inWegral role in sXpporWing elecWriciW\ neWZorksè Wo beWWer access and YalXe fle[ibiliW\b
resoXrces, inWegraWing loZ carbon Wechnologies and redXcing long-Werm neWZork infrasWrXcWXreb
cosWs for consXmers. Piclo has been deepl\ inYolYed ZiWh Whe UK energ\ WransiWion acrossb
neWZorks, generaWion and reWail oYer Whe pasW 6 \ears.bb
b
We operaWe Piclo Fle[, a pan-UK fle[ibiliW\ markeWplace, deYeloped ZiWh fXnding from BEISb
Energ\ EnWrepreneXrs FXnd and Wrialled ZiWh all 6 GB DNOs dXring 2018/19. In March 2019,b
Ze commercialised Whe plaWform and oXr clienWs noZ inclXde UK PoZer NeWZorks, ScoWWish andb
SoXWhern ElecWriciW\ NeWZorks, WesWern PoZer DisWribXWion and SP Energ\ NeWZorks.  Web
haYe oYer 230 regisWered fle[ibiliW\ proYiders (inclXding independenW aggregaWors, licensedb
elecWriciW\ sXppliers, generaWors, baWWer\ operaWors and I&C cXsWomers) Zho haYe Xploadedb
oYer 5GW of disWribXWed fle[ible asseWs Wo Whe plaWform.b
b
We are conWinXing Wo shape Whe deYelopmenW of fle[ibiliW\ markeWs WhroXgh WZo fXrWherb
goYernmenW fXnded projecWs. We are a parWner in ProjecW LEO, an IndXsWrial SWraWeg\ Challengeb
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FXnded PFER projecW rXnning from April 2019 - March 2022, led b\ ScoWWish and SoXWhernb
ElecWriciW\ NeWZorks, and joinW fXnded b\ ProjecW TRANSITION. We are also one of Whe Zinnersb
of Whe BEIS FleX E[change compeWiWion, a projecW rXnning beWZeen JXne 2019 - March 2021.b
This ambiWioXs projecW is being deYeloped in collaboraWion ZiWh all 6 UK DNOs, NaWional Gridb
ESO and ZiWh Whe inYolYemenW of Whe fle[ proYider commXniW\.bb
b
In Whese WZo innoYaWion projecWs and WhroXgh Whe conWinXed rolloXW of oXr commercial plaWformb
in Whe UK and be\ond, Ze Zill gaWher man\ learnings WhaW can feed inWo Whe ongoing discXssionb
aroXnd boWh DSO principles and RIIO-2 incenWiYes. We Zill conWinXe Wo keep a commXnicaWionb
channel open Wo Ofgem and oWher indXsWr\ sWakeholders Wo ensXre learnings are shared acrossb
as Zide an aXdience as possible.bb
b
DSO PUiQciSOeV PRViWiRQ PaSeUbb
We Zelcome a nXmber of Whe commiWmenWs foXnd ZiWhin Whe DSO Principles PosiWion Paper,b
inclXding WhaW:bb

Ɣ Fle[ibiliW\ proYiders shoXld haYe improYed access Wo informaWion aboXW neWZork andb
s\sWem needs, Zhich beWWer alloZs Whem Wo offer Whe righW serYices.bb

Ɣ DNOs mXsW fXll\ sXpporW coordinaWed markeWs, ensXring conflicWs are minimised andb
s\nergies are ma[imised across procXremenW, inclXding Whe ESOès balancing andb
ancillar\ markeWs, local energ\ markeWs and peer-Wo-peer markeWs.bb

Ɣ DNOs shoXld consider fle[ibiliW\ serYices for all neZ neWZork and s\sWem needs on ab
bXsiness as XsXal basis.bb

Ɣ CreaWe loZer barriers Wo enWr\ and increased markeW liqXidiW\ ZiWh consisWenW prodXcWb
reqXiremenWs, conWracW W\pes, and processes beWZeen DNOs and Whe ESO, alongsideb
clear informaWion aboXW fXWXre needs is also imporWanW.bb

Ɣ E[pecW DNOs Wo deliYer more efficienW and WransparenW processes for cXrWailmenW aWb
disWribXWion, inclXding coordinaWion and clariW\ on Whe inWeracWion beWZeen acWiYeb
neWZork managemenW and fle[ibiliW\ markeWs.bb

b
We belieYe Whese principles painW a picWXre of an effecWiYe fXWXre DSO fle[ibiliW\ markeWplace.bb
b
Picloès focXs is Wo see WhaW fle[ibiliW\ opWions are YalXed fairl\ and accXraWel\, WhaW Where isb
Wransparenc\ oYer Zhen Whese more cosW effecWiYe solXWions are being Xsed in place of moreb
e[pensiYe infrasWrXcWXre inYesWmenWs, and WhaW incenWiYes are aligned Wo encoXrage greaWerb
adopWion of loZ carbon asseWs onWo neWZorks. We Wherefore Zelcome commiWmenW in Whisb
posiWion paper Wo Xse compeWiWion Wo driYe cosW efficiencies Zhere possible.b
b
HoZeYer, Ze do haYe some concerns WhaW Whese principles are neiWher commiWmenWs on behalfb
of Ofgem or reqXiremenWs placed on Whe DNOs WhemselYes. Therefore iW is YiWal WhaW Whis Yisionb
is folloZed Xp ZiWh concreWe acWion Wo make iW inWo a realiW\, long before Whe ne[W RIIO priceb
conWrol period sWarWs in 2023.bb
b
RIIO-ED2 cRQVXOWaWiRQbb
IW is essenWial WhaW Whe RIIO-ED2 price conWrol incenWiYise ambiWioXs oXWcomes WhaW help Wob
deliYer a smarW, fle[ible, decarbonised energ\ s\sWem. If Whe price conWrol does noW achieYe Whis,b
iW Zill be mXch more difficXlW for Whe UK Wo achieYe iWs carbon WargeWs in a cosW-effecWiYe mannerb
WhaW benefiWs consXmers.b
b
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The RIIO-ED2 consXlWaWion has feZ deWails on Whe leYel of ambiWion Zhich Zill be seW forb
disWribXWion neWZorks on fle[ibiliW\ procXremenW ZiWhin Whe price conWrol period. We see Whis asb
a shorWcoming, as iW risks insXfficienW acWion on Whis high prioriW\ issXe.bb
b
We haYe seW oXW beloZ Whe ke\ elemenWs Zhich Ze see as YiWal Wo be inclXded ZiWhin Wheb
RIIO-ED2 frameZork if iW is Wo sXccessfXll\ deliYer procXremenW of fle[ibiliW\ as bXsiness asb
XsXal. HoZeYer, Ze ZoXld also Zelcome progress in deliYering an\ of Whese oXWcomes earlierb
Whan Whe sWarW of Whe RIIO-ED2 period.bb
b
MaUkeW-Oed cRVW efficieQc\b
MarkeW-led cosW efficienc\ shoXld be designed Wo deliYer fle[ibiliW\ Yia Whree markeW models:b

MRdeO 1 - DSO SURcXUed fOe[ibiOiW\: ​Where Whe DSO reqXires more cerWainW\ onb
deliYer\ and Zhere Whe\ need Wo seWXp bilaWeral agreemenWs ZiWh fle[ibiliW\ proYiders.b
(This model is the preferred model used b\ DSOs for accessing fle[ibilit\ toda\)​. Fle[b
proYiders ma\ or ma\ noW bid inWo , depending on Whe rXles of Whe specific procXremenWb
process. We do noW belieYe WhaW Whe RIIO-ED2 price conWrol shoXld specif\ Wheb
freqXenc\ for hoZ ofWen aXcWions shoXld be rXn, or Whe fle[ibiliW\ serYice conWracWb
lengWh - as Whis Zill eYolYe according Wo need. The ke\ is seWWing a clear incenWiYeb
sWrXcWXre, raWher Whan being oYerl\ prescripWiYe on hoZ Whe DSOs are going Wo procXreb
Whis fle[ibiliW\.bb

MRdeO 2 - DSO faciOiWaWed fOe[ibiOiW\:​ Where Whe DSO is noW Whe coXnWerparW\ in ab
WransacWion, bXW is essenWial in Whe deliYer\ of Whe serYice. ​(This model does not currentl\b
e[ist in an\ meaningful Za\)​. DifferenW models coXld inclXde local capaciW\ Wrading orb
fle[ible connecWions Wrading. As a minimXm, Where shoXld be a clear reqXiremenW forb
DSOs Wo faciliWaWe Whis W\pe of Wrading. Preferabl\, Whe DSOs shoXld also be reqXired Wob
proYide a clear incenWiYe for parWicipanWs Wo be reZarded for efficienW oXWcomes (forb
e[ample, Zhere AXWhorised SXppl\ CapaciW\ is efficienWl\ shared beWZeen cXsWomers,b
enabling neWZork capaciW\ Wo be beWWer XWilised).b

MRdeO 3 - AcceVV WR fOe[ibiOiW\ Yia aQ e[chaQge:​ This form of fle[ibiliW\ markeW  isb
independenW of an\ DSO, alWhoXgh Whe DSO can choose Wo acWiYel\ parWicipaWe Woo -b
perhaps Zhen Whe\ haYe an Xne[pecWed need for fle[ibiliW\ and are Xnable Wo soXrceb
from Wheir e[isWing pool of conWracWed fle[ proYiders. ​(This model does not currentl\ e[ist).b
DSOs and Whe ESO shoXld be reqXired Wo enable Wheir conWracW obligaWions Wo be Wradedb
on secondar\ e[changes, Zhich can be Xsed b\ fle[ proYiders Wo improYe liqXidiW\.b

We ZoXld also Zelcome commiWmenWs for DNOs:b

Ɣ To aYoid reneZable cXrWailmenW Wo manage neWZork consWrainWs and insWead procXreb
fle[ibiliW\ (Yia model 1 aboYe)b

Ɣ MoYe e[isWing AcWiYe NeWZork ManagemenW conWracWs Wo procXremenW Yia Wradableb
consWrainWs markeW, ZiWh fle[ibiliW\ proYiders and reneZable generaWion able Wo bid inb
(Yia model 2 or 3 aboYe)b

VaOXiQg fOe[ibiOiW\ cRUUecWO\b
Ɣ All DNOs shoXld folloZ a common procXremenW meWhodolog\, designed in conjXncWionb

ZiWh Whe regXlaWor and indXsWr\, Zhich accoXnWs for Whe risk of reinforcemenW proYingb
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Xnnecessar\ dXe Wo incorrecW forecasWing of demand groZWh and per da\ YalXe Wob
cXsWomers of fasWer connecWions, alloZing fasWer rolloXW of loZ-carbon generaWion.b

Ɣ RIIO-ED2 shoXld inclXde an e[pliciW incenWiYe based on XWilisaWion raWe of Whe neWZorkb
Ɣ DNOs shoXld be reqXired Wo e[pliciWl\ jXsWif\, Xsing Ofgem-deYeloped cosW-benefiWb

anal\sis, an\ decision Wo condXcW neWZork reinforcemenW in preference Wo procXremenWb
of fle[ibiliW\ or smarW grid serYices, and pXblish Whis jXsWificaWionb

Ɣ RIIO-ED2 shoXld inWrodXce a cosW disalloZance mechanism WhaW enables Ofgem Wob
disalloZ spending iW is demonsWrabl\ inefficienWb

Ɣ RIIO-ED2 shoXld creaWe an e[pliciW incenWiYe for speed of connecWionb
Ɣ RIIO ED2 shoXld creaWe a financial mechanism shoXld be esWablished so WhaW, if a DNOb

Wakes an acWion WhaW creaWes a saYing for anoWher DNO or Whe TO, Whe saYing is shared,b
ZiWh Whe DNO Waking Whe acWion receiYing Whe majoriW\ of Whe saYing.b

b
ReVSRQVeV WR VSecific TXeVWiRQV iQ RIIO-ED2 cRQVXOWaWiRQbb
We haYe limiWed oXr responses Wo specific consXlWaWion qXesWions Wo Q9.b
b
Q9. Is there a need to separate out the reYenues and outputs for çtraditionalè DNO functions fromb
DSO functions? HoZ could this be achieYed?b
Yes. We Zelcome Ofgemès approach Wo DSO fXncWions, and iWs acknoZledgemenW WhaW man\b
coXld be XnderWaken b\ Whird parWies. IW is essenWial WhaW Whe price conWrol b\ çfXWXre proofedè inb
order Wo ensXre WhaW Whis opWion is mainWained.b
b
Under RIIO-ED2, DSOsè specific fXncWions shoXld be defined inWo Whree caWegories.b

Ɣ Off-Whe-shelf componenWs (more sXiWable for hardZare prodXcW pXrchases)b
Ɣ SofWZare s\sWems bXilW and deliYered Wo specificaWions and hosWed onsiWe (more sXiWableb

for mission criWical sofWZare, sXch conWrol room s\sWems  and DisWribXWed Energ\b
ResoXrce ManagemenW S\sWems (DERMS))b

Ɣ Shared sofWZare plaWforms and serYices (more sXiWable for markeW-la\er fXncWions,b
Zhere Whe focXs is on common processes across all neWZorks)b

As shared sofWZare plaWforms are a neZ approach for DNOs, RIIO-ED2 shoXld specificall\b
reference WhaW shared sofWZare plaWforms shoXld be Xsed Zhere appropriaWe.b

FXnding for DSO fXncWions shoXld be condiWional Xpon a DNO Zinning a compeWiWiYe Wender forb
Whe fXncWion, Zhich oWher DNOs and commercial proYiders can also enWer. FXnding forb
oXWcomes WhaW enable Whis approach, sXch as Whe DNOs adopWing an open daWa approach andb
ensXring Whe daWa released is high-qXaliW\, WransparenW and machine-readable, shoXld be parW ofb
Whe DNOsè core fXnding.b

Thank \oX for Whe opporWXniW\ Wo respond.bb
b
YoXrs sincerel\,b
b
b
b
James JohnsWonb
CEO aQd CRfRXQdeUb
PicORb
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