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DNO Group

UK Power Networks

Participant DNOs

N/A

DNO area(s)

London Power Networks Plc

Project title

Vulnerable customers and energy efficiency (V-CEE)

Project summary

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

Social obligations and community engagement are important objectives for any socially
responsible network operator. Historically DNOs have had a limited role in initiatives
addressing the needs of vulnerable customers as contact with these groups has been
minimal and primarily via suppliers. The challenges these customers face as a result of
the transition to a low carbon economy will necessitate an end-to-end system approach.
If effectively utilised, touch points between suppliers, community actors and DNOs may
deliver customer benefits and the scope for collaboration should be assessed.

The project will run from January 2014 to December 2017 and trial technologies from
simple time switches to smart meters for fuel poor and vulnerable customers.

1) Innovative partnerships: We will work closely with suppliers and community actors
to better identify these groups and explore synergies with existing obligations e.g. ECO.
2) Innovative trials: We will conduct three consecutive 12-month trials using smart
metering tools to understand whether vulnerable and fuel poor customers can effectively
engage with smart meters and creative tariffs to participate in energy efficiency.

3) Network insights: We will better understand how vulnerable customers respond to
smart meter data / price signals and potential impacts on future reinforcement.

The trials will support improved profiling of our fuel poor and vulnerable customer base,
to build a foundation of knowledge that can be used to inform future initiatives.

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.

4 million LCN Funding 3.5 million

Total cost of Project
requested

Cross Sector If yes, please specify

Projects: Requested
funding from N/A
Electricity NIC, Gas
NIC or NI1A?
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Problem
The DNO must provide a narrative which explains the Problem(s) which the Project is seeking to address.

DECC's 'Annual Report on Fuel Poverty Statistics 2012' suggests there are 3.9 million
households in England in fuel poverty and, of these, about 80% are also vulnerable in
some way. To date, initiatives focused on alleviating fuel poverty and addressing
vulnerable customer needs have largely focused on government and supplier efforts. A
range of positive initiatives have been progressed in this regard including Warm Front,
the Energy Efficiency Commitment, CERT, CESP and now ECO, amongst others.

These schemes have delivered substantial benefits. However, significant strides will be
needed to meet the government commitment to eradicate fuel poverty by 2016 given
the challenges fuel poor and vulnerable customers currently face. In this respect, the
Fuel Poverty Advisory Group has highlighted that fuel price rises have far outstripped
increases in household income and have hit the poorest the hardest. Despite this, recent
CSE research indicates that UK domestic energy policy leads to lower income households
paying more towards implementation as a proportion of their income while they stand to
benefit less from the policies themselves. As such, the richest 10% of households will
see an average reduction of £75 compared to an average reduction of £32 in bills for the
poorest 10%. The roll out of smart meters in the UK represents a perfect opportunity to
consider the needs of fuel poor and vulnerable customers by providing tools and support
to facilitate energy efficiency and demand side activity. However, the DECC review on
demand side response in the domestic sector highlighted 'there is little UK-based
evidence on low income customers and DSR and no trials have looked specifically at
vulnerable customers'. This emphasises the need for additional research to ensure
measures to ensure demand side incentives are appropriately targeted.

Within this context, an end-to-end approach to addressing the needs of these customers
is required. Where suppliers, DNOs and community actors work together collaboratively,
this will highlight synergies between initiatives and support the development of a
foundation of knowledge related to fuel poor and vulnerable customers.

The March 2012 GLA report 'Tackling Fuel Poverty in London' estimated that 562,800
homes (18.6%) in London are affected by fuel poverty. Subject to discussions with
suppliers and community actors we have identified a proposed trial area in London.
Tower Hamlets is an area of deprivation; ranking third in the country in the department
of the communities and local government indices of multiple deprivation. It has high
levels of fuel poverty which will increase if DECC changes the definition of fuel poverty to
the low income/high cost indicator recommended by the Hills review. Rolling out the trial
in multiple housing developments in this area would facilitate understanding of these
customers and the network impact their engagement in demand side activity could have.

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 project proposes a method involving a number of trials to engage and involve
vulnerable customers and fuel poor in energy efficiency and DSR activities:

1) Innovative partnerships: Novel collaborative relationships will be trialled by
establishing a partner panel with representatives from across the value chain to develop
a coordinated and effective approach to identify, profile and deliver services to fuel poor
and vulnerable customers. The partner panel will ensure that objectives are aligned
across the value chain, that engagement with customers is targeted and there is clarity
about the full range of services that could be provided including the way these
complement each other. The trial outcome is expected to be a blueprint of how this can
be replicated by other DNOs and how the costs of each stakeholder can be sustainably
funded in the process.

2) Smart meters and in-home displays: A smart meter will be installed into each
recruited customers' home. Three 12-month trials will be run involving participating
customers in two ways, an active group that will have an in-home display installed and
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Method(s) continued

secondly a control group that will only be monitored. The trials will be accompanied by
network monitoring. The trial outcome will be to demonstrate with evidence the energy
savings that can be made by these customers and determine if new novel approaches
can be taken toward future system planning and operation.

3) Additional appropriate technology: We recognise that fuel poor customers may
not have the finances or expertise to take advantage of relatively simple tools e.g. time
switches and heating controls that will support their management of energy consumption
.Therefore, they will be trialled and rolled-out to the active group. The trial outcome will
be to develop an understanding of how simple tools can facilitate their engagement in
energy efficiency and the extent to which it acts to suppress substation peak demand.

4) Enhanced services during outages: Building on existing obligations, the project
will investigate enhanced services that could be provided to vulnerable customers during
periods of interruption. Devices that signal when these customers go off supply will be
installed that will remain in situ throughout the three 12-month trials. A range of forms
of support will be explored; from coordination of effort via organisations such as the
British Red Cross, to provision of a phone call to a friend / relative regarding the outage.
5) Static Time-of-Use tariffs: Conditioned on appointing a supplier partner willing to
trial the tariff, the project will explore the response to additional static time-of-use tariff]
increments over and above Economy 7 price levels and aiming to attract DSR from
additional devices beyond heating. The trial outcome will be to investigate the effect on
the overall levels of these customers demand and the corresponding impact on future
reinforcement will be assessed through network monitoring.

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 £4m project costs are based on initial assumptions about component elements that
would be needed to support the trial. There are three key elements:

- FTEs: A number of Full Time Employees (FTEs) will be dedicated to management and
operation of the trials; supporting stakeholder engagement, installation / maintenance
of smart devices and management / interpretation of data. This will represent around
50% of the costs incurred in the trial.

- Hardware costs: There will be hardware costs associated with the purchase of
appropriate smart technologies for installation in end customer homes. Our current
proposal is to run three 12-month trials using differing smart tools in customer homes to
understand the different levels of energy efficiency / demand response that the devices
facilitate. This will allow us to build on lessons learned over the course of the trial. In
addition, we will incur hardware costs associated with the installation of monitoring
equipment at local substations which will provide a full understanding of customer
response observed. Hardware will represent about 45% of costs incurred in the trial.

- Incentive costs: Previous studies have experienced difficulties securing participation
from fuel poor and vulnerable customer and in maintaining their engagement. We have
assumed some funding will be needed to create incentives for these groups to engage in
the proposed trial. Incentives will represent about 5% of costs incurred in the trial.

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.

Our proposed project conforms to the principles for tackling climate change set out by
the government as part of the Carbon Plan. Firstly it utilises a cost effective means to
achieve climate change and energy security goals. It draws on smart meter functionality
to better understand how fuel poor and vulnerable customers can engage in energy
efficiency / demand side activity, recognising the smart meter roll out will be complete
by 2019. This will help customers lower their bills and may reduce network demands.

Secondly, the project will help to ensure the costs of climate change and energy security
are distributed fairly. Fuel poor and vulnerable customers may not have the disposable
income to invest in low carbon technologies e.g. electric vehicles but they will be faced
with increased costs of reinforcing the LV network to accommodate the increase in load.
Providing these customers with the tools to engage in energy efficiency and demand side
activity will allow them to participate in the transition to a low carbon economy; ensuring
that the costs of climate change and energy security are more fairly distributed.

The Carbon Plan makes reference to the need to change behaviour to reduce energy
demand; highlighting the role of smart meters in improving customer understanding of
energy use and maximising energy saving opportunities. A number of LCNF projects
have been progressed which explore the response of customers to incentives created by
smart meters and the potential for a reduction in energy consumption. However, limited
focus has been given to the specific needs of fuel poor and vulnerable customers and
industry understanding of how these customers will respond to smart meters is limited.
This project will provide valuable insights on the impact of smart meters particularly in
terms of influencing the behaviour of fuel poor and vulnerable customers. The findings
will illustrate (a) how fuel poor and vulnerable customers will respond to different
behavioural drivers (b) the scope that these customers have to reduce their bills
following the installation of a smart meter and (c) the impact that this change in
behaviour will have on investment in and operation of the distribution network.

In this context, there is potential to attain significant financial benefits from the project.
The primary area in which financial benefits could accrue is for individual fuel poor and
vulnerable customers who take advantage of opportunities to engage in energy
efficiency and / or demand side activity. Where we successfully educate these customers
about using their smart meter to more sustainably consume energy they could make
significant savings. A key factor determining the scale of these financial benefits will be
the quality of engagement with these customers in giving them the tools to participate.
The second area in which financial benefits could accrue relates to improved information
we would attain on the behavioural response of fuel poor and vulnerable customers. If
these customers demonstrate a willingness to engage in a material level of energy
efficiency and / or demand side activity this could help reduce the level of reinforcement
that might otherwise be required on the network to accommodate increasing loads.

Depending on the outcome of the trials, the project may substantiate a case for revenue
to be made available to DNOs to participate in this form of engagement activity with fuel
poor and vulnerable customers, albeit partially offset by any reinforcement that can be
deferred.
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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.

An aim of the trial is to obtain data on the extent to which fuel poor and vulnerable
customers are willing (and able) to engage in demand side activity and the impact this
could have on future reinforcement needs. The project will trial initiatives that will
influence the electrical demand of these customer groups. To understand and measure
the impact of these initiatives we will install monitoring equipment at substations feeding
the trial participants. In addition, we will use the data collected and collated from the
smart meters installed within the domestic premises.

There is currently limited clarity regarding the direct impact that demand side activity
from fuel poor and vulnerable customers could have in terms of network reinforcement.
However, Imperial College, in collaboration with the ENA, completed a study on the
benefits of advanced smart metering for demand response to inform the government's
Impact Assessment on the GB-wide smart meter roll out for the domestic sector. Their
analysis demonstrated that the use of responsive demand had 'the potential to reduce
the system peak and the need for system reinforcement by a very considerable amount'.
The study estimated that, combined with changes to the operation of the distribution
network, the demand side activity could deliver NPV benefits of between £0.5 and £10bn
between 2020 and 2030.

This project will explore the direct impacts that demand side activity for fuel poor and
vulnerable customers could have in terms of network loading and implications in terms
of the need for future network reinforcement.

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 lessons from the trial will be threefold. First, it will illustrate how collaboration
between suppliers, community actors and DNOs can be taken forward effectively to
deliver targeted services to fuel poor and vulnerable customer. Second, it will provide
insights on the scope for these customers to engage in energy efficiency / demand side
activity which will inform the smart meter roll out. Third, data from these trials will
inform DNO understanding of the scale of potential demand side activity from these
customer groups and the impact this could have on reinforcement requirements.

Given the volume of fuel poor and vulnerable customers across GB, this information will
be invaluable to DNOs in terms of providing them with information about the potential
for fuel poor and vulnerable customers to engage in the low carbon economy.

The findings regarding the level of demand side activity will be shared with other DNOs
via a series of reports providing insights on the impact of various measures in facilitating
energy efficiency / demand side response. To ensure clarity it will also include detailed
narrative on the activities comprising each of the elements of the trial. The lessons
learned from collaboration with suppliers and other third parties will be largely
qualitative and will be shared with other DNOs in the form of a series of principles
intended to inform effective ongoing collaboration. There may also be scope to develop a
extrapolated model using the information collated from the smart meter trial with fuel
poor and vulnerable customers to provide insights on the GB-wide potential for these
groups to engage in energy efficiency / demand side activity. This would provide
valuable insights to other DNOs about the role of these customers in their areas.
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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.

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.

The transition to a low carbon economy presents challenges for customers as a result of
increases in energy costs and for DNOs in terms of accommodating increased loads from
low carbon technologies. Fuel poor and vulnerable customers will be hardest hit by price
increases and this raises questions about whether there is action we can take to improve
the position of these customers while also alleviating distribution network pressures.

The project will require us to take on a role that is not within our traditional remit and
this presents a number of risks which, to offset, will require additional support.

- We have not traditionally engaged with fuel poor and vulnerable customers regarding
energy consumption and will need to learn how to facilitate an effective relationship to
ascertain their needs and deliver in line with these. There is also evidence to suggest
these customers can be difficult to engage. We intend to use suppliers and community
actors to overcome these challenges but we recognise these potential difficulties.

- To date we have not taken forward material collaborations with suppliers and
community actors to deliver commercial services to domestic customers and have
limited clarity on how best to develop an effective working relationship. We are keen to
explore a collaborative relationship with these parties whereby we all contribute to the
engagement process to allow us to learn lessons and identify best practice for the future.

- We are still learning about the role of demand side activity / energy efficiency in
shaping the profile of future reinforcement, particularly from fuel poor and vulnerable
customers. In this respect, there are risks around the best ways to interpret this data
and use it to inform the decisions that we take on network reinforcement.
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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 selection of partners has been a key part of the project development process. An
assessment of previously awarded LCNF Tier 1 and 2 projects was undertaken; the aim
of such, to identify gaps in topics that had not previously been explored and that would
deliver value for money for existing and future customers. Seven potential projects were
derived from consultation with an extensive range of sources including unsolicited
approaches from stakeholders. Potential partners were also identified at this stage.
Project concepts were then appraised by a number of stakeholders within UK Power
Networks; operational, IT, asset management, and connections. Our appraisal
highlighted that there were areas in which limited assessment had been taken forward.
In particular, energy efficiency and end customer engagement, specifically with
vulnerable customers and fuel poor - the topic of this submission.

The project proposal has been developed in partnership with Institute for Sustainability
(IFS). This pairing follows on from our close working relationship as part of the Low
Carbon London project.

Together we have developed thinking on the additional partners that need to be secured
to make the project a success:

- Electricity supplier: As the player with the end customer relationship, securing a
partnership with a supplier is critical to the success of this project. We are proposing to
progress the trials in the LPN area and will initiate discussions with candidate supplier
partners as a matter of priority to secure their participation.

- Social housing landlords / community actors: Both of these groups have
significant engagement with, and influence over, the actions of vulnerable and fuel poor
customers living in Tower Hamlets. The IFS has existing links with these parties.

- National Energy Action: NEA is focused on eradicating fuel poverty and takes action
to help those who are fuel poor and vulnerable. We have secured their participation in
this project and anticipate that they will play a valuable role in helping to shape the
work we do; providing insights through the data they have access to in this area;
identifying best practice for engagement with fuel poor and vulnerable customers; and
facilitating our understanding of the types of response we might see.

There are a number of additional groups that could play a valuable role in this project:

- Hardware providers: Securing participation from suppliers of smart metering and
network monitoring equipment will be a critical element of these trials. Where possible,
we will take forward a full competitive tender process to allow any interested party the
chance to participate and secure a solution that represents value for money for
customers.

- Academic partners: We have previously worked with academics and specialist
consultants to develop modelling of network load and potential impacts of energy
efficiency and demand side activity. We consider that involvement of these types of
specialists in this trials could deliver real benefits in terms of interpretation of the data
collated via the trials and developing understanding of what this means for the network.

We recognise that as the project progresses further, we may identify additional partners
that could add value to the project particularly given the number of organisations
dedicated toward the assistance of fuel poor and vulnerable customers. We are keen to
ensure we secure involvement of the nest placed specialists and experts in this field.
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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.

We do not foresee at this stage any derogations or changes to the regulatory regime to
support these trials.

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).

Customer engagement will be a vital element of these trials. The first step will be to
secure participation from fuel poor and vulnerable customers. Community actors would
be heavily involved in recruiting participants given their knowledge of, and relationships
with, these customer groups. Customers are also more likely to trust the advice and
support provided by these parties which will influence decisions on their involvement.

Targeted engagement will need to take place with participating customers. When devices
are installed in their homes customers will receive information about the smart meter /
IHD as well as advice on using the device to derive maximum benefits. Recognising the
time it can take for customers to fully understand and engage with smart devices,
extensive ongoing support will be provided. To attain insights on customer experience in
using the smart meters, we will hold regular workshops. These will be targeted to
encourage participation and will provide a valuable source of data to review success and
failure; thereby allowing us to consider amendments to the scope of upcoming 12-month
trials to address customer needs. We are cognisant of providing clear messages to avoid
vulnerable or fuel poor customers taking decisions on energy consumption that could
negatively impact their wellbeing. In all of our engagements we need to consider
regulatory, data protection, ethical and customer satisfaction requirements.

Customers may lose interest in smart devices over time and we will include touch points
for engagement throughout the trials to keep interest high; encouraging customers to
consider the impact of consumption decisions on their overall bill. It will important that
customers are able to access support as and when they need it and we will therefore
educate representatives at community centres to establish them as a point of contact for
issues that arise. Dedicated customer service representatives at the suppliers' customer
contact centre will also be trained; providing customers an alternative point of contact.
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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.

This project is not seeking funding from multiple competitions.
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Any further information the DNO feels may add to the submission

The government's vision is for every home in Great Britain to have smart energy
meters, giving people far better information about, and control over, their energy
consumption. We note the comments made by Consumer Focus that the government
should develop a strategy and roadmap which outlines how fuel poor, prepayment and
vulnerable customers will benefit from smart metering. We think this is a key area in
which further information is needed and are keen to develop understanding of how to
engage these customers to ensure they are able to attain the full benefits of the smart
meter roll out. We anticipate that our proposed trials will provide valuable insights in
this area.

The development of a fully interoperable Smart Meter Equipment Technical Specification
(SMETS) that allows for smooth transfer of meters on change of supplier has been
challenging. Ideally, as part of our proposed trials we would install fully compliant and
interoperable SMETS 2b meters but current indications are that these meters will not be
available until mid-2014 at the earliest. As an alternative, SMETS 1 compliant meters
will soon be available for installation following successful notification to the European
Union (EU) in July 2012.

In light of the current need for information to support a strategy related to the smart
meter roll out for fuel poor and vulnerable customers, we are proposing the
implementation of SMETS 1 meters to support the trial. We note that there may be
challenges in ensuring the interoperability of these SMETS 1 meters with certain IHD
solutions but intend to explore this issue further as part of the full submission. We are
also aware of the potential for these meters to become stranded once SMETS 2b meters
are available. However, the government has committed to recognising the installation of
these meters toward the supplier roll out target to encourage this type of innovation
during Foundation. Even in the event that these meters were to become stranded, we
anticipate that the learning from this trial would far outweigh the associated costs.

Contact name

Martin Wilcox

Contact Address

Newington House

237 Southwark Bridge Road
London

SE1 6NP

E-mail

martin.wilcox@ukpowernetworks.co.uk

Direct telephone line

07875 117062

Job title

Head of Future Networks
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	Project titleRow1: Vulnerable customers and energy efficiency (V-CEE)
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	The DNO must provide a narrative which explains the Problems which the Project is seeking to addressRow1: DECC's 'Annual Report on Fuel Poverty Statistics 2012' suggests there are 3.9 million households in England in fuel poverty and, of these, about 80% are also vulnerable in some way. To date, initiatives focused on alleviating fuel poverty and addressing vulnerable customer needs have largely focused on government and supplier efforts. A range of positive initiatives have been progressed in this regard including Warm Front, the Energy Efficiency Commitment, CERT, CESP and now ECO, amongst others.
These schemes have delivered substantial benefits. However, significant strides will be needed to meet the government commitment to eradicate fuel poverty by 2016 given the challenges fuel poor and vulnerable customers currently face. In this respect, the Fuel Poverty Advisory Group has highlighted that fuel price rises have far outstripped increases in household income and have hit the poorest the hardest. Despite this, recent CSE research indicates that UK domestic energy policy leads to lower income households paying more towards implementation as a proportion of their income while they stand to benefit less from the policies themselves. As such, the richest 10% of households will see an average reduction of £75 compared to an average reduction of £32 in bills for the poorest 10%. The roll out of smart meters in the UK represents a perfect opportunity to consider the needs of fuel poor and vulnerable customers by providing tools and support to facilitate energy efficiency and demand side activity. However, the DECC review on demand side response in the domestic sector highlighted 'there is little UK-based evidence on low income customers and DSR and no trials have looked specifically at vulnerable customers'. This emphasises the need for additional research to ensure measures to ensure demand side incentives are appropriately targeted.
Within this context, an end-to-end approach to addressing the needs of these customers is required. Where suppliers, DNOs and community actors work together collaboratively, this will highlight synergies between initiatives and support the development of a foundation of knowledge related to fuel poor and vulnerable customers. 
The March 2012 GLA report 'Tackling Fuel Poverty in London' estimated that 562,800 homes (18.6%) in London are affected by fuel poverty. Subject to discussions with suppliers and community actors we have identified a proposed trial area in London. Tower Hamlets is an area of deprivation; ranking third in the country in the department of the communities and local government indices of multiple deprivation. It has high levels of fuel poverty which will increase if DECC changes the definition of fuel poverty to the low income/high cost indicator recommended by the Hills review. Rolling out the trial in multiple housing developments in this area would facilitate understanding of these customers and the network impact their engagement in demand side activity could have.
	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 project proposes a method involving a number of trials to engage and involve vulnerable customers and fuel poor in energy efficiency and DSR activities:
 
1) Innovative partnerships: Novel collaborative relationships will be trialled by establishing a partner panel with representatives from across the value chain to develop a coordinated and effective approach to identify, profile and deliver services to fuel poor and vulnerable customers. The partner panel will ensure that objectives are aligned across the value chain, that engagement with customers is targeted and there is clarity about the full range of services that could be provided including the way these complement each other. The trial outcome is expected to be a blueprint of how this can be replicated by other DNOs and how the costs of each stakeholder can be sustainably funded in the process.
2) Smart meters and in-home displays: A smart meter will be installed into each recruited customers' home. Three 12-month trials will be run involving participating customers in two ways, an active group that will have an in-home display installed and 
	Methods continuedRow1: secondly a control group that will only be monitored. The trials will be accompanied by  
network monitoring. The trial outcome will be to demonstrate with evidence the energy savings that can be made by these customers and determine if new novel approaches can be taken toward future system planning and operation.  
3) Additional appropriate technology: We recognise that fuel poor customers may not have the finances or expertise to take advantage of relatively simple tools e.g. time switches and heating controls that will support their management of energy consumption  
.Therefore, they will be trialled and rolled-out to the active group. The trial outcome will 
be to develop an understanding of how simple tools can facilitate their engagement in energy efficiency and the extent to which it acts to suppress substation peak demand.   
4) Enhanced services during outages: Building on existing obligations, the project will investigate enhanced services that could be provided to vulnerable customers during periods of interruption.  Devices that signal when these customers go off supply will be installed that will remain in situ throughout the three 12-month trials.  A range of forms of support will be explored; from coordination of effort via organisations such as the 
British Red Cross, to provision of a phone call to a friend / relative regarding the outage.
5) Static Time-of-Use tariffs: Conditioned on appointing a supplier partner willing to trial the tariff, the project will explore the response to additional static time-of-use tariff increments over and above Economy 7 price levels and aiming to attract DSR from additional devices beyond heating. The trial outcome will be to investigate the effect on the overall levels of these customers demand and the corresponding impact on future 
reinforcement will be assessed through network monitoring.  
	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 £4m project costs are based on initial assumptions about component elements that would be needed to support the trial. There are three key elements:
 - FTEs: A number of Full Time Employees (FTEs) will be dedicated to management and operation of the trials; supporting stakeholder engagement, installation / maintenance of smart devices and management / interpretation of data. This will represent around 50% of the costs incurred in the trial. 
 - Hardware costs: There will be hardware costs associated with the purchase of appropriate smart technologies for installation in end customer homes. Our current proposal is to run three 12-month trials using differing smart tools in customer homes to understand the different levels of energy efficiency / demand response that the devices facilitate. This will allow us to build on lessons learned over the course of the trial. In addition, we will incur hardware costs associated with the installation of monitoring equipment at local substations which will provide a full understanding of customer response observed. Hardware will represent about 45% of costs incurred in the trial.
 - Incentive costs: Previous studies have experienced difficulties securing participation from fuel poor and vulnerable customer and in maintaining their engagement. We have assumed some funding will be needed to create incentives for these groups to engage in the proposed trial. Incentives will represent about 5% of costs incurred in the trial.
	The DNO must demonstrate that the Solution makes a contribution to the Carbon Plan and has the potential to deliver financial benefitsRow1: Our proposed project conforms to the principles for tackling climate change set out by the government as part of the Carbon Plan. Firstly it utilises a cost effective means to achieve climate change and energy security goals. It draws on smart meter functionality to better understand how fuel poor and vulnerable customers can engage in energy efficiency / demand side activity, recognising the smart meter roll out will be complete by 2019. This will help customers lower their bills and may reduce network demands.
Secondly, the project will help to ensure the costs of climate change and energy security are distributed fairly. Fuel poor and vulnerable customers may not have the disposable income to invest in low carbon technologies e.g. electric vehicles but they will be faced with increased costs of reinforcing the LV network to accommodate the increase in load. Providing these customers with the tools to engage in energy efficiency and demand side activity will allow them to participate in the transition to a low carbon economy; ensuring that the costs of climate change and energy security are more fairly distributed.
The Carbon Plan makes reference to the need to change behaviour to reduce energy demand; highlighting the role of smart meters in improving customer understanding of energy use and maximising energy saving opportunities. A number of LCNF projects have been progressed which explore the response of customers to incentives created by smart meters and the potential for a reduction in energy consumption. However, limited focus has been given to the specific needs of fuel poor and vulnerable customers and industry understanding of how these customers will respond to smart meters is limited. This project will provide valuable insights on the impact of smart meters particularly in terms of influencing the behaviour of fuel poor and vulnerable customers. The findings will illustrate (a) how fuel poor and vulnerable customers will respond to different behavioural drivers (b) the scope that these customers have to reduce their bills following the installation of a smart meter and (c) the impact that this change in behaviour will have on investment in and operation of the distribution network.
In this context, there is potential to attain significant financial benefits from the project. The primary area in which financial benefits could accrue is for individual fuel poor and vulnerable customers who take advantage of opportunities to engage in energy efficiency and / or demand side activity. Where we successfully educate these customers about using their smart meter to more sustainably consume energy they could make significant savings. A key factor determining the scale of these financial benefits will be the quality of engagement with these customers in giving them the tools to participate. 
The second area in which financial benefits could accrue relates to improved information we would attain on the behavioural response of fuel poor and vulnerable customers. If these customers demonstrate a willingness to engage in a material level of energy efficiency and / or demand side activity this could help reduce the level of reinforcement that might otherwise be required on the network to accommodate increasing loads.
Depending on the outcome of the trials, the project may substantiate a case for revenue to be made available to DNOs to participate in this form of engagement activity with fuel poor and vulnerable customers, albeit partially offset by any reinforcement that can be deferred.
	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: An aim of the trial is to obtain data on the extent to which fuel poor and vulnerable customers are willing (and able) to engage in demand side activity and the impact this could have on future reinforcement needs. The project will trial initiatives that will influence the electrical demand of these customer groups. To understand and measure the impact of these initiatives we will install monitoring equipment at substations feeding the trial participants. In addition, we will use the data collected and collated from the smart meters installed within the domestic premises.
There is currently limited clarity regarding the direct impact that demand side activity from fuel poor and vulnerable customers could have in terms of network reinforcement. However, Imperial College, in collaboration with the ENA, completed a study on the benefits of advanced smart metering for demand response to inform the government's Impact Assessment on the GB-wide smart meter roll out for the domestic sector. Their analysis demonstrated that the use of responsive demand had 'the potential to reduce the system peak and the need for system reinforcement by a very considerable amount'. The study estimated that, combined with changes to the operation of the distribution network, the demand side activity could deliver NPV benefits of between £0.5 and £10bn between 2020 and 2030. 
This project will explore the direct impacts that demand side activity for fuel poor and vulnerable customers could have in terms of network loading and implications in terms of the need for future network reinforcement.
 
	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 lessons from the trial will be threefold. First, it will illustrate how collaboration between suppliers, community actors and DNOs can be taken forward effectively to deliver targeted services to fuel poor and vulnerable customer. Second, it will provide insights on the scope for these customers to engage in energy efficiency / demand side activity which will inform the smart meter roll out. Third, data from these trials will inform DNO understanding of the scale of potential demand side activity from these customer groups and the impact this could have on reinforcement requirements. 
 
Given the volume of fuel poor and vulnerable customers across GB, this information will be invaluable to DNOs in terms of providing them with information about the potential for fuel poor and vulnerable customers to engage in the low carbon economy. 
The findings regarding the level of demand side activity will be shared with other DNOs via a series of reports providing insights on the impact of various measures in facilitating energy efficiency / demand side response. To ensure clarity it will also include detailed narrative on the activities comprising each of the elements of the trial. The lessons learned from collaboration with suppliers and other third parties will be largely qualitative and will be shared with other DNOs in the form of a series of principles intended to inform effective ongoing collaboration. There may also be scope to develop a extrapolated model using the information collated from the smart meter trial with fuel poor and vulnerable customers to provide insights on the GB-wide potential for these groups to engage in energy efficiency / demand side activity. This would provide valuable insights to other DNOs about the role of these customers in their areas. 
	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: 
	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: The transition to a low carbon economy presents challenges for customers as a result of increases in energy costs and for DNOs in terms of accommodating increased loads from low carbon technologies. Fuel poor and vulnerable customers will be hardest hit by price increases and this raises questions about whether there is action we can take to improve the position of these customers while also alleviating distribution network pressures. 
The project will require us to take on a role that is not within our traditional remit and this presents a number of risks which, to offset, will require additional support. 
 - We have not traditionally engaged with fuel poor and vulnerable customers regarding energy consumption and will need to learn how to facilitate an effective relationship to ascertain their needs and deliver in line with these. There is also evidence to suggest these customers can be difficult to engage. We intend to use suppliers and community actors to overcome these challenges but we recognise these potential difficulties.
 - To date we have not taken forward material collaborations with suppliers and community actors to deliver commercial services to domestic customers and have limited clarity on how best to develop an effective working relationship. We are keen to explore a collaborative relationship with these parties whereby we all contribute to the engagement process to allow us to learn lessons and identify best practice for the future.
 - We are still learning about the role of demand side activity / energy efficiency in shaping the profile of future reinforcement, particularly from fuel poor and vulnerable customers. In this respect, there are risks around the best ways to interpret this data and use it to inform the decisions that we take on network reinforcement.
	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 selection of partners has been a key part of the project development process. An assessment of previously awarded LCNF Tier 1 and 2 projects was undertaken; the aim of such, to identify gaps in topics that had not previously been explored and that would deliver value for money for existing and future customers. Seven potential projects were derived from consultation with an extensive range of sources including unsolicited approaches from stakeholders. Potential partners were also identified at this stage.  Project concepts were then appraised by a number of stakeholders within UK Power Networks; operational, IT, asset management, and connections. Our appraisal highlighted that there were areas in which limited assessment had been taken forward. In particular, energy efficiency and end customer engagement, specifically with
vulnerable customers and fuel poor - the topic of this submission. 
 
The project proposal has been developed in partnership with  Institute for Sustainability            
(IFS).  This pairing follows on from our close working relationship as part of the Low   
Carbon London project. 
Together we have developed thinking on the additional partners that need to be secured to make the project a success:  
 - Electricity supplier: As the player with the end customer relationship, securing a partnership with a supplier is critical to the success of this project. We are proposing to progress the trials in the LPN area and will initiate discussions with candidate supplier partners as a matter of priority to secure their participation.  
 - Social housing landlords / community actors: Both of these groups have significant engagement with, and influence over, the actions of vulnerable and fuel poor customers living in Tower Hamlets. The IFS has existing links with these parties.    
 - National Energy Action: NEA is focused on eradicating fuel poverty and takes action to help those who are fuel poor and vulnerable. We have secured their participation in this project and anticipate that they will play a valuable role in helping to shape the work we do; providing insights through the data they have access to in this area; identifying best practice for engagement with fuel poor and vulnerable customers; and facilitating our understanding of the types of response we might see.
There are a number of additional groups that could play a valuable role in this project: 
 - Hardware providers: Securing participation from suppliers of smart metering and network monitoring equipment will be a critical element of these trials. Where possible, we will take forward a full competitive tender process to allow any interested party the chance to participate and secure a solution that represents value for money for customers. 
 - Academic partners: We have previously worked with academics and specialist consultants to develop modelling of network load and potential impacts of energy efficiency and demand side activity. We consider that involvement of these types of specialists in this trials could deliver real benefits in terms of interpretation of the data collated via the trials and developing understanding of what this means for the network. 
 
We recognise that as the project progresses further, we may identify additional partners that could add value to the project particularly given the number of organisations        dedicated toward the assistance of fuel poor and vulnerable customers. We are keen to ensure we secure involvement of the nest placed specialists and experts in this field.
	The DNO should outline if they consider that the Project will require any derogations exemptions or changes to the regulatory arrangementsRow1: We do not foresee at this stage any derogations or changes to the regulatory regime to support these trials. 
	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: Customer engagement will be a vital element of these trials. The first step will be to secure participation from fuel poor and vulnerable customers. Community actors would be heavily involved in recruiting participants given their knowledge of, and relationships with, these customer groups. Customers are also more likely to trust the advice and support provided by these parties which will influence decisions on their involvement.
Targeted engagement will need to take place with participating customers. When devices are installed in their homes customers will receive information about the smart meter / IHD as well as advice on using the device to derive maximum benefits. Recognising the time it can take for customers to fully understand and engage with smart devices, extensive ongoing support will be provided. To attain insights on customer experience in using the smart meters, we will hold regular workshops. These will be targeted to encourage participation and will provide a valuable source of data to review success and failure; thereby allowing us to consider amendments to the scope of upcoming 12-month trials to address customer needs. We are cognisant of providing clear messages to avoid vulnerable or fuel poor customers taking decisions on energy consumption that could negatively impact their wellbeing. In all of our engagements we need to consider regulatory, data protection, ethical and customer satisfaction requirements.
Customers may lose interest in smart devices over time and we will include touch points for engagement throughout the trials to keep interest high; encouraging customers to consider the impact of consumption decisions on their overall bill. It will important that customers are able to access support as and when they need it and we will therefore educate representatives at community centres to establish them as a point of contact for issues that arise. Dedicated customer service representatives at the suppliers' customer contact centre will also be trained; providing customers an alternative point of contact.
	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: This project is not seeking funding from multiple competitions.
	Any further information the DNO feels may add to the submissionRow1: The government's vision is for every home in Great Britain to have smart energy meters, giving people far better information about, and control over, their energy consumption. We note the comments made by Consumer Focus that the government should develop a strategy and roadmap which outlines how fuel poor, prepayment and vulnerable customers will benefit from smart metering. We think this is a key area in which further information is needed and are keen to develop understanding of how to engage these customers to ensure they are able to attain the full benefits of the smart meter roll out. We anticipate that our proposed trials will provide valuable insights in this area.
The development of a fully interoperable Smart Meter Equipment Technical Specification (SMETS) that allows for smooth transfer of meters on change of supplier has been challenging. Ideally, as part of our proposed trials we would install fully compliant and interoperable SMETS 2b meters but current indications are that these meters will not be available until mid-2014 at the earliest. As an alternative, SMETS 1 compliant meters will soon be available for installation following successful notification to the European Union (EU) in July 2012. 
In light of the current need for information to support a strategy related to the smart meter roll out for fuel poor and vulnerable customers, we are proposing the implementation of SMETS 1 meters to support the trial. We note that there may be challenges in ensuring the interoperability of these SMETS 1 meters with certain IHD solutions but intend to explore this issue further as part of the full submission. We are also aware of the potential for these meters to become stranded once SMETS 2b meters are available. However, the government has committed to recognising the installation of these meters toward the supplier roll out target to encourage this type of innovation during Foundation. Even in the event that these meters were to become stranded, we anticipate that the learning from this trial would far outweigh the associated costs.
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