                                                                                                                                                                                                                                                                   Potential criteria for Speculative Developments
Key points from Decision.
· Want more consistency (3.69 & 3.78)
· Want to retain protection for DUoS customers (extract from updated minded to below)
· 2.120. We are minded to retain the current arrangements for speculative developments, subject to a review of the CCCM definitions regarding developments that fall into this category (as set out in 2.113). We consider that the protection of DUoS customers from higher risk projects should be retained, but with the expectation that more precise examples of high-risk development types and the role of strategic network development in reducing the risk of asset stranding, should be considered in the review of CCCM definitions. 
· Want to deter connecting customers from over-specifying their capacity requirements, reduce the risk of stranded assets, and protect DUoS bill payers from excessive costs. (3.71)
· Want to protect DUoS bill payers where there is a significant risk of asset stranding associated with network reinforcement (should the development not materialise) (3.75)
· In general, we do not think it is in the best interests of network customers for connecting customers to be able to reserve capacity, especially if wider DUoS bill payers carry the risk. (3.76)
· If more efficient to build capacity at once then should be able to happen (3.77)
· Not speculative if satisfactory evidence on timing and confidence of progression of subsequent phases (3.78)
3.79	As part of implementation, we are therefore directing the DNOs to raise a code modification(s) that will:
• Amend the description of speculative developments as currently set out in the CCCM. This should include refining the characteristics in order to ensure consistent interpretation across DNOs, as well as considering more explicit treatment for connections where phased or future expansion may be the most appropriate approach for both the customer and DNO.
• Clarify that where capacity caters for future expansion rather than the immediate requirements of an end user, ie for subsequent phases of a project, it does not always have to be treated as a speculative development. This should be subject to DNO discretion based on an evidence-based assessment of the timing and confidence in delivery of future phases of work. We expect the working group to further develop a clearer indication of the information and criteria that may be taken into account by the DNO in determining whether the connection should be treated as speculative.
• Clarify that phased developments do not always have to be treated as speculative developments, where the customer can provide sufficient relevant evidence to support this treatment. This should include providing greater clarity on what information is required to determine what is a ‘speculative phase’ and an ‘initial phase’ and how the distinction is made.
• Consideration of introducing a methodology for connections with planned phases or future expansion which would otherwise be deemed speculative, where a case can be made for the cost efficiency and wider network benefit of not treating them as such.


Details from Direction
16) The Proposal(s) should include amendments to the description of Speculative Developments, as defined in the CCCM. These amendments should include consideration of the following: 

i Greater clarity on the characteristic “the capacity requested caters for future expansion rather than the immediate requirements of (an) end user(s)”, provided through clearer indication of the information required to determine whether the connection should be treated as speculative. 
ii Greater clarity on the characteristic “the capacity requested caters for future speculative phases of a development rather than the initial phase(s) of the development”, provided through clearer indication of what constitutes a “speculative phase” or an “initial phase”, and what information is required to determine this distinction. This should include clarification that phased developments are not always treated as speculative developments where the customer can provide sufficient relevant evidence. 
iii Consideration of introducing a methodology for connections with planned phases or future expansion which would otherwise be deemed speculative, where a case can be made for the cost efficiency and wider network benefit. 

Key: Green=scope of what Ofgem has identified, Yellow=how/why to be done

Risks & Issues
	Risk
	Comment

	For large development areas, the connection assets are likely to be installed in phases over time and possibly for a number of different connection applicants. In such cases, it is likely that there will a delay in the connection assets being fully utilised either for a temporary period or for the lifetime of the asset. 
	· Is this more of an issue for housing?
· At least Half Hourly metered would pay capacity charges?
· How long do they have to pay them?
· Separate regime for these?


	Plans for the development area may change over time or the expected timescales for the completion of the development may be prolonged due to a change in circumstances between the time of the installation of the assets and the time of their eventual use. The change in circumstances may be concerned with a change of plans for use of the site by the developers, or may result from an economic downturn.  
	· Creates more risk the longer the time period
· Risk is DUoS recovery not achieved commensurate with assets installed
· Is this just reinforcement or risk for extension assets too?

	DNO intends to make use of some of the reinforcement capacity created, either to resolve existing or anticipated network deficiencies, or to provide for known (short term) further new connections
	· Possibly reason for ‘not speculative’?

	
	

	
	


Potential assessment criteria
	Criteria
	Pros
	Cons

	1. their detailed electrical load requirements are not known
	· Capacity required is a fundamental requirement of Electricity Act “the maximum power at which electricity may be required to be conveyed through the connection.”
· Overspecification was Ofgem concern
· Would result in inefficient network if there is no chance of capacity being required 
	· How detailed does it need to be?
· All connections will have a degree of estimation in them, does that make all Speculative?
· Potential problem for commercial developments where final use not known at time of application

	2. the development is phased over a period of time and the timing of the phases is unclear
	· If timing unknown then higher risk
	· How is timing and certainty assessed?

	3. the capacity requested caters for future expansion rather than the immediate requirements of (an) end user(s)
	· Future expansion more risky and therefore aligns with principles
	· How is timing and certainty assessed?

	4. the capacity requested caters for future speculative phases of a development rather than the initial phase(s) of the development
	· Future expansion more risky and therefore aligns with principles
	· How is timing and certainty assessed?
· Would a customer ever declare the subsequent phases as speculative

	5. the infrastructure only is being provided, with no connections for end users requested
	· Would seem to be speculative
	· Easily circumvented by having one connection?

	6. At least outline planning approval granted
	· greater level of confidence if the project has achieved outline planning approval
	· would make lots of applications speculative as don’t have planning when apply

	7. Health Index (HI) and Load Index (LI)
	· Assets with a high index may be due for replacement in future work programme anyway and it may therefore be less appropriate for any reinforcement costs to be met by a new connection customer in cases where such assets are to be replaced.
	· Creates a locational aspect to the assessment which could result in different assessments depending on where the connection is
· Under this element of the test the Load Index will not include any known future new connection requirements.

	8. Reinforcement cost/MVA
	· Focuses assessment on higher cost projects
	· Is similar in principle to HCC

	9. Percentage of development considered to be a Speculative Development
	· Aligns with risk of capacity not being used
	· Arbitrary thresholds
· May be difficult to assess

	10. Special circumstances
	· Covers exceptional circumstances
	· Subjective

	11. Materiality Threshold
	· Limits the assessment to where there is significant risk to DUoS customers
	· May create arbitrary thresholds












 

 


 
 





Potential criteria with examples
Might want to end up with just two columns.
Or could be a mix and match approach eg any one of ‘Definite’ or say two of ‘Maybe’
	Criteria
	Not Speculative
	Points
	Maybe Speculative
	Points
	Definitively Speculative
	Points

	1. their detailed electrical load requirements are not known - H
	· commercial/industrial projects where the end user is unknown to be classified as speculative, except where the load requirement estimates comply with industry guidelines   
	
	· commercial/industrial projects where the end user is unknown 
	
	· commercial/industrial projects where the end user is unknown and where the load requirement estimates are [20X%] greater than industry guidelines   	Comment by Melissa Kendal: To be included within the Consultation - include indicative percentages for feedback?	Comment by Melissa Kendal: Could seek feedback on all included numbers within the table within the Consultation.
	

	2. the development is phased over a period of time and the timing of the phases is unclear - L
	· Overall short timescale, less than [24] months and uncertainty is less than ±[12] months
	
	· Overall long timescale, more than [5] years and uncertainty is more than ±[2] years </=[10] years
	
	· Overall long timescale, more than [10] years and uncertainty is more than ±[3] years
	

	3. the development is phased over a period of time and the timing of the phases is unclear - M
	· A clear phasing plan is provided for development. 
	
	· An unclear phasing plan is provided for development.
	
	· A phasing plan is not provided for development.
	

	4. the development is phased over a period of time and the timing of the phases is unclear - H
	· where there are less than [100] dwellings or where there are more than two permanent substations on the total site 
	
	· where there are more than [500] dwellings or where there are more than [two] permanent substations on the total site 
	
	· where there are more than [5000] dwellings or where there are more than [ten] permanent substations on the total site 
	

	5. the capacity requested caters for future expansion rather than the immediate requirements of (an) end user(s) - H
	· where there are less than [100] dwellings or where there are more than two permanent substations on the total site 
· A ramp profile with the capacity required is provided. 
	
	· where there are more than [500] dwellings or where there are more than [two] permanent substations on the total site 
· Unclear ramp profile. 
	
	· where there are more than [5000] dwellings or where there are more than [ten] permanent substations on the total site 
· No ramp profile and capacity is for future expansion.
	

	6. - H
	· A financial commitment to assets needed for future expansion rather than immediate requirements.
	
	· 
	
	· N/A
	

	7. the capacity requested caters for future speculative phases of a development rather than the initial phase(s) of the development - H
	· when more than [7590%] of the total connections, or more than [7590%] of the total load (ie the higher figure applies) is to be connected in the initial phase(s) of the development.
	
	· when less than [2510%] of the total connections, or less than [2510%] of the total load (ie the lesser figure applies) is to be connected in the initial phase(s) of the development.
	
	· the infrastructure only is being provided, with no connections for end users requested.
	

	8. the infrastructure only is being provided, with no connections for end users requested
	· when more than [90%] of the total connections, or more than [90%] of the total load (ie the higher figure applies) is connected
	9. 
	· when less than [10%] of the total connections, or less than [10%] of the total load (ie the lesser figure applies) is connected 
	10. 
	· the infrastructure only is being provided, with no connections for end users requested.
	11. 

	12. At least oOutline planning approval granted - M
	· project has achieved outline planning approval
	
	· No planning permissionProject is included in Local Authority development plans
· Not within Local Authority development plans
	
	No planning permission
Not within Local Authority development plans
	

	13. Detailed planning approval granted - H
	· project has achieved detailed planning approval
	
	
	
	· 
	

	14. Health Index (HI) and Load Index (LI)
	· The health index element of the test will be applied only where over [90%] of the reinforcement costs involve the replacement of assets with the high HI.
	15. 
	· The health index element of the test will be applied only where over [50%] of the reinforcement costs involve the replacement of assets with the high HI. 
	16. 
	· The health index element of the test will be applied only where over [10%] of the reinforcement costs involve the replacement of assets with the high HI.
	17. 

	18. Reinforcement cost/kVA
	· Total reinforcement costs are less than [£X/kVA]
	19. 
	· Total reinforcement costs are greater than [£Y/kVA] but less than [£YY/kVA]
	20. 
	· Total reinforcement costs are greater than [£Z/kVA]
	21. 

	22. Percentage of development considered to be a Speculative Development
	· Less than [25%] of total capacity consisted Speculative
	23. 
	· More than [50%] of total capacity considered Speculative
	24. 
	· More than [75%] of total capacity considered Speculative
	25. 

	26. Special circumstances - H
	· Unless otherwise determined by the AuthorityN/A
	
	· N/A
	
	· greater than normal risks of the project not proceeding as planned, either due to external factors and dependencies, or resulting from the nature of the development itself
	

	
	Total Points:
	
	Total Points:
	
	Total Points:
	

	27. Materiality Threshold
	· Capacity requested is [< 1MVA], or
· POC is at LV
	
	· Capacity requested is [> 5MVA], or
· POC is at HV
	
	· Capacity requested is [> 10MVA], or
· POC is at EHV
	

	
	· 
	
	· 
	
	· 
	

	
	· 
	
	· 
	
	· 
	

	
	· 
	
	· 
	
	· 
	

	
	· 
	
	· 
	
	· 
	



	
	Points

	High
	5

	Medium
	3

	Low
	1



If the total point for the Non-Speculative column are equal to, or greater than the Definitely Speculative column, then this would be considered as Non-Speculative.
