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Stakeholders call for innovation incentives for DSOs
16/06/2016 by Aida GONZALEZ

As part of the Smart Grids Task Force Expert Group 3, the European Commission (EC) organised a workshop on
experiences and conditions for successful implementation of incentives for innovation for distribution and transmission
system operators (DSOs and TSOs). The aim of the workshop was to share information and discuss the challenges faced
by National Regulatory Authorities, grid operators, technology suppliers and manufacturers, retail suppliers, energy
services industries and aggregators. This workshop comes in time for the market design regulation, which according to
the European Commission, should include some guidelines or key principles to promote incentives of innovation of smart
grids.

According to CEER, the DSO role should reflect reasonable expectations of network users and other stakeholders in the
most efficient and economical way. Users also include aggregators, storage providers and stakeholders present in the new
business models. DSOs need to respond to their needs as well as a neutral market facilitator. Moreover, they should not
hamper market competition, as this is an essential part of smart meters development, feature that contributes to actively
engage customers in the energy sector.

The general principle behind regulatory incentives is to encourage companies to do things they would not do otherwise
or to reward particular types of behaviour, which benefit consumers. DSOs should have sufficient financial means to
operate efficiently and to give quality services, while contributing to security of supply and ensuring a coordinated whole
system approach. DSOs should pursue innovative approaches which have the potential to bring savings or benefits to
consumers.

The incentives can adopt many shapes and forms. They can be national economy-wide initiatives which are part of the
overall framework of network regulation, specific remuneration and allowances or that can be given through competition
involving third parties. Regulators and the industry should share best practices to learn which form fits best to each model.

At the same time, regulation must also be innovative. New roles, rules and procedures are needed to facilitate new
services, options and business models. Regulators must enforce that grid operators are cost-efficient in the current
regulation period, but also over the long-time horizon. There is an urgent need for adaptation of regulatory schemes in the
EU to reflect on the long-term benefits of investment. The new schemes should have a stronger focus on more innovative
OPEX solutions rather than CAPEX investment.

The EC considers that a coordinated innovation strategy together with wider coordination is needed to face the current
challenges of grid operators. But they should be fairly rewarded to bring innovation and smart solutions. Already 5.2 billion
EUR has been allocated to innovation incentives in the EU; from which own funding is 45%, EC funding 25%, mostly
through the program Horizon 2020 and structural funds, national funds and third parties. It was recognized that Horizon
2020 is not enough and that first movers should be rewarded by regulators. Both the local and international dimension are
seen as needed, considering that transnational projects for knowledge sharing are desirable, as well as more innovation
needs to include national level actors like municipalities.

https://twitter.com/EURELECTRIC
http://www.eurelectric.org/
https://www.linkedin.com/company/eurelectric
https://www.youtube.com/user/Eurelectric

