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1 Guide to Innovation Annex 

Highlights of our RIIO-ED2 innovation plan 

• £25 million funding request for NIA across five years during RIIO-ED2, representing a £2

million per annum increase on current allowance, equating to 1.2% of TOTEX in RIIO-ED2

(1.1% in RIIO-ED1).

• Deployment of sizable BAU innovation across the TOTEX programme delivering £148

million in quantifiable savings to customers during RIIO-ED2 in addition to significant

improvement in safety, customer service and resilience.

• A 5% increase in our contribution to NIA project expenditure from 10% to 15%

• Establish a brand-new, independent, Innovation Oversight Panel comprised of a range of

key stakeholders to challenge and inform our ongoing and future innovation plans and

projects.
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Section 5 explains the importance of stakeholder engagement as we look to understand and 

respond to the needs of our customers and wider stakeholders. Here, we highlight the key 

stakeholder engagement activities that have given us confidence that our RIIO-ED2 innovation plan 

is aligned with the expectations of our stakeholders and customer representatives.  

Section 6 provides a detailed explanation of how we plan to deliver our innovation activities in RIIO-

ED2. We confirm our innovation commitments, including establishing our brand-new Innovation 

Oversight Panel, recap our innovation themes, and explain the potential for non-technical 

innovation, signposting where this exists across our business. We describe the types of funding 

available for innovation, confirming our plans for innovation funded via our total expenditure 

(TOTEX) and making a commitment to increase our compulsory contribution from 10% to 15%. We 

provide an overview of our proposed RIIO-ED2 innovations and the customer value we expect these 

to derive. We propose to invest £25 million on Network Innovation Allowance (NIA) projects in 

RIIO-ED2, which together with a £21.5 million investment across NIC and SIF, will contribute 

towards £163 million benefits in RIIO-ED2 and a further £200 million in RIIO-ED3. We explain how 

we will consider the impact of our innovation activities on consumers in vulnerable situations and 

detail our plans for third-party collaboration, including use of our novel Collaborative Innovation 

Scheme and the new Collaboration Portal on our website. We describe how we will manage project 

delivery and reporting, and confirm our framework for rollout of proven innovation into BAU. 

Finally, we present our detailed plan for innovation activities during RIIO-ED2. 

We have included two appendices to this document: Appendix A, which details a portfolio of the 

projects we have undertaken during RIIO-ED1; and Appendix B, which contains the Terms of 

Reference for our Innovation Oversight Panel.  

All financial figures provided in this document are presented in current prices. 

2 A strong strategic focus and culture of innovation throughout 

Electricity North West 

We have a strong focus on innovation across our business, starting at the very top with our CEO and 

the Executive Leadership Team and continuing throughout, including across our workforce. Our track 

record on innovation is industry-leading, as evidenced by our CLASS project, which is delivering 

significant savings for customers, and Smart Street2, where we are one of only two distribution 

licensees to be granted funding from the Ofgem Innovation Rollout Mechanism (IRM).  

So far in RIIO-ED1, we have used our end-to-end project management process for the successful 

delivery of all our projects. In the last five years, we have invested over £37 million and have 

successfully transitioned many of our projects into BAU. Transformational projects such as CLASS, 

Smart Street and Oil Regeneration have delivered millions of pounds of benefits for customers 

already. We will continue to invest and build on these successes as we look forward to RIIO-ED2. 

It is important for us to understand and respond to the needs of our customers and wider energy 

stakeholders. Working together is at the core of our company purpose – engaging with our 

stakeholders on innovation, collaborating, sharing learning, listening and acting on what we hear is 

                                                           
2 https://www.enwl.co.uk/go-net-zero/innovation/key-projects/smart-street/  

This section demonstrates our strategic focus on innovation within Electricity North West and 

how we consider innovation to be a key enabler, as per 4.35 in the RIIO-ED2 business plan 

guidance. 
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vital to our success. We know that we can only be successful when we deliver outcomes that are 

valued by the communities we serve. 

Innovation is core to our business at Electricity North West, and we consider it to be a key enabler 

helping us to meet our broader objectives and to address the challenges facing the electricity 

industry. It extends across all areas of our business and facilitates our delivery of many of our other 

key strategies, thus forming an integral part of our overarching business plan. 

Much of the outperformance delivered during RIIO-ED1 has been achieved through application of 

proven innovation. Whether this be C2C3, which has allowed us to connect more generation to the 

network without need for reinforcement; CLASS4, which manages electricity demand by controlling 

voltage, allowing us to provide balancing services to National Grid ESO; asset optimisation5, which 

has enabled us to approach our asset replacement with a keen eye on best value for money; or 

transformer oil regeneration6, which has enabled us to extend the life of transformers without 

increasing the risk of them becoming unreliable.  

We operate an employee suggestion scheme where employees are actively encouraged to submit 

ideas for innovation that might lead to savings for customers both now and in the future. An 

example of this is the “LV bypass”, an innovation that was led by our Operations business working 

with our Policy and Standards team to introduce a solution that allowed a temporary repair to be 

quickly and safely established above ground on Low Voltage (LV) cables to significantly reduce the 

customers’ time off-supply during a fault. Please see Section 3.3 on our embedded innovation for 

more information.  

We work hard to ensure that our innovation is a success and is transitioned to BAU, delivering 

benefits to our customers. Where this isn’t possible, we embrace the need for transparency and 

believe that capturing and sharing the learning is key. Across the whole industry, valuable lessons 

emerge from less successful projects, and it is therefore important that Distribution Network 

Operators (DNOs) continue to share the good and the bad of their innovation projects.  

When it comes to transferring innovation into BAU, we believe in adopting a dynamic approach; 

one-size-fits-all does not work for projects of this nature. As such, we often need to move very 

quickly through the innovation cycle – from concept, to trial, to BAU – to ensure that we take full 

advantage of all opportunities that come our way. On other occasions, solutions are ready to 

transition to BAU at the opportune times, for example, depending on the increase in customers’ use 

of new LCTs. 

We hold regular “Innovation Steering Group” days, during which we invite all members of the 

innovation team and those who work closely with them to look at the innovation pipeline and 

horizon, producing ideas for possible future innovation projects. We also use these days as an 

opportunity to present the Innovation Strategy, alongside insights from the executive team, and to 

share our learning from past and current projects.  

In recent years we reviewed our purpose and principles to develop and embed a culture of 

innovation at Electricity North West. We are switched on, attuned and responsive to the needs of 

our customers, colleagues and the world around us. We are adaptable, always looking for better 

                                                           
3 https://www.enwl.co.uk/go-net-zero/innovation/key-projects/c2c/  
4 https://www.enwl.co.uk/go-net-zero/innovation/key-projects/class/  
5 https://www.enwl.co.uk/go-net-zero/innovation/smaller-projects/network-innovation-allowance/enwl005---
asset-risk-optimisation/  
6 https://www.enwl.co.uk/go-net-zero/innovation/smaller-projects/network-innovation-allowance/enwl014---
optimising-oil-regeneration-for-transformers/  
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solution) that our customers realise the benefits. To ensure a consistent approach and, crucially, a 

smooth and successful transition to BAU, all innovation projects follow our innovation lifecycle. 

• Ideas can come from a variety of sources, including diverse stakeholders such as academia, 

customers, partners, our supply chain and our people, and are assessed against our strategy 

and business plan.  

• Ideas will not be taken forward unless the value for customers is clear and there are 

appropriate linkages to at least one of our innovation themes.  

• All ideas go through our Engineering and Technical director, and are given a final stamp of 

approval by our board.  

• Ideas are then turned into projects, which describe the aims, objectives and expected 

outcomes. Once partners are identified, together we will discuss the project scope to 

understand the value and cost. 

• During project delivery, we rely on our proven project management skills to ensure projects 

are delivered on time and to cost. We also engage with the wider business to ensure that 

the scope includes all elements required to support the transfer to BAU.  

3 Looking back to RIIO-ED1 

3.1 Our Track Record 

At Electricity North West, we are proud of our ability to use innovation to respond to the evolving 

needs of our customers, and of the contributions we have made to promote learning across our 

industry and beyond. As a single licence holder, we are the smallest DNO. Yet despite this, we 

continue to deliver innovation outcomes that bely that fact and are considered to be among the 

most successful DNOs in the area of innovation. We therefore consider ourselves to be punching 

above our weight in the area of innovation. 

We believe our track record speaks for itself. To date during RIIO-ED1, we have successfully invested 

all of our allocated NIA funding which, combined with our investment on NIC over the same period, 

has delivered £46 million in benefits so far in RIIO-ED1, with expected benefits of £148 million by 

the end of RIIO-ED2. We aim to build upon our success and supplement this with proven innovation 

developed by the other DNOs. 

All of our innovation projects have delivered benefits to customers either directly through 

deferment of reinforcement, cheaper connections, improved fault response, energy consumption 

reduction or indirectly through improved forecasting and optimised investment planning. 

As a single DNO and owing to the mechanism used in RIIO-ED1 to allocate funding between the 

DNOs, we had considerably less NIA in cash terms to invest than other DNOs and therefore it’s been 

necessary for us to be much more circumspect in the types of projects we have pursued. We use our 

limited funding wisely by making use of incremental innovation, building learning through a series of 

This section describes our RIIO-ED1 innovation activities and how we have learned from them to 

better inform the development of our innovation plans for RIIO-ED2. 

This section demonstrates our track record for delivering innovative solutions during RIIO-ED1, 

providing benefits for our customers. 
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related projects the incrementally deliver benefits to customers. One example of this is QUEST7, 

which builds on the learning gained from CLASS and Smart Street. While Smart Street uses learning 

from one First Tier Low Carbon Network Fund (LCNF) project and two Innovation Funding Incentive 

(IFI) projects; yet another is our multiple smaller NIA-funded projects on forecasting, which enabled 

us to build up learning to inform our Distributed Future Electricity Scenarios8 (DFES). There are 

further examples of this in our RIIO-ED1 portfolio. This method of leveraging the innovation pipeline 

works incredibly well, we will seek to continue to employ it where possible in RIIO-ED2 and beyond.  

Our track record of delivering innovation has resulted in significant benefits for our customers. By 

building upon the delivery framework and governance that provided these successes, we will 

continue this trend into RIIO-ED2 and beyond. 

Figure 3.1: Our track record 

 

Our success in RIIO-ED1 gives us great confidence in our ability to deliver a more ambitious 

innovation programme in RIIO-ED2. We have demonstrated that we can deliver and roll out real 

solutions which have the potential to be a game changer within the industry and deliver real benefits 

to Great Britain (GB) customers – we aim to build on this success during RIIO-ED2.  

3.2 Our RIIO-ED1 Portfolio 

Up to the end of March 2021, we have invested 99% of our NIA allowance, spending £18.6 million 

on innovation projects (as reported in RRP). 

Up to March 2020, we had spent the highest percentage of NIA allowance across all DNOs, Figure 3.2 

shows how this compares with the average percentage invested across the other DNOs. 

                                                           
7 https://www.enwl.co.uk/go-net-zero/innovation/key-projects/quest/  
8 https://www.enwl.co.uk/get-connected/network-information/dfes/  

This section summarises the innovation activities undertaken during RIIO-ED1 and provides 

evidence supporting our readiness for a more ambitious programme in RIIO-ED2. 
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Third parties are actively involved in all our innovation projects, either as a partner or a supplier, and 

are selected for their expertise or via competitive tender.  

As appropriate, informed by our Innovation Strategy, we have successfully established long-term, 

strategic relationships with third parties who provide the technology required to meet our 

customers’ needs. We also hold regular bilateral meetings with third parties to discuss our overall 

innovation portfolio, our future programme and areas where they may be able to provide support, 

including partnership opportunities. 

In addition, we have ensured that third parties can send us their innovative ideas and proposals in a 

variety of ways; we have received ideas directly to our mailbox or a member of the team or across 

our business, and in response to calls for innovation. Each idea is assessed to determine whether it 

meets our challenges, aligns with our themes, and delivers benefits to customers. We then inform 

the third party of our decision and, if not taken forward, provide details of our reasoning and 

feedback. If a third-party idea is taken forward, they will be made a partner and assist with the 

development of the project registration documentation. 

So far, during RIIO-ED1: 

• We engaged with 182 third parties  

• We have invested £31.9 million with these organisations  

• This equates to 86% of our total innovation investments  

We have consistently spent less than the 25% maximum allowed for internal labour – for example, in 

FY19 we spent 15.1% on labour, and in FY20 we spent only 8.9%. We decide on the most appropriate 

means of delivering a project and select the most efficient and effective delivery method for the 

individual projects. In many instances, this requires our working with third parties on the 

development of new technology; in other instances, the innovation concerns a novel application of 

an existing technology, meaning that more work is required directly on our network, thereby 

necessitating an increase in the amount of innovation funding spent on internal labour.  

This funding has facilitated our collaboration with a range of organisations outside of Electricity 

North West, for example, large multinational companies such as Schneider Electric, large United 

Kingdom (UK)-based companies such as United Utilities, Small to Medium Enterprises (SMEs) such as 

Impact Research and other specialist consultancies, as well as academia and trade associations. 

Figures 3.6 and 3.7 below show our third-party innovation spend by company size and type, 

respectively. 























 

29 
 

and future challenges. All of our NIA-funded RIIO-ED2 innovation projects will address one or more 

of the themes set out in the strategy. 

The shared network innovation themes are the five areas of focus for all eligible innovation projects. 

Identified with the help of industry stakeholders through active engagement, they provide shared 

strategic direction across the whole of industry, a means of categorising and tracking investment in 

innovation, and help for innovators and others to understand how they can collaborate with us by 

setting out clearly and consistently the purpose of the innovation. Each of our RIIO-ED2 innovation 

projects will cover one or more of these themes, and we have endeavoured to construct a balanced 

portfolio of projects across all areas; though we have not been constrained by this as an objective. 

Each of our innovation projects seeks to explore a range of technological and commercial issues, and 

trial solutions to one or more of the problems associated with each of the three key challenges.  

Finally, to further ensure our RIIO-ED2 innovation projects are aligned with the needs of 

stakeholders, and that deliverables are communicated in a manner consistent with our industry 

peers, our five innovation principles are the pillars underpinning all projects.  

Figure 4.1: Innovation Strategy at a glance  

 

4.1 Innovation challenges 

Successfully delivering against our RIIO objectives presents several challenges right across the 

organisation, and it is in these areas that we aim to focus our RIIO-ED2 innovation efforts. The 

innovation challenges can be split into three broad areas: 

i. Energy system transition 

The energy system transition will result in a network originally designed for passive energy flows 

increasingly operating in a much more active way with power flowing in both directions. This 

change, along with the predicted increase in customers’ demand for electricity from the adoption of 

This section describes the industry-wide challenge areas on which we will focus our innovation 

plan during RIIO-ED2. 
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LCTs, requires us to rethink the way we operate the network, the technologies we use and how we 

interact with those customers. We expect RIIO-ED2 to be a crucial period for this transition.  

Our Net Zero13, DSO14, and Digitalisation15 strategies are key enablers to help meet the challenges of 

the energy system transition by incorporating techniques such as demand response, intermittent 

generation, storage, interconnection and consumer choice.  

• Net Zero – As our national and regional targets drive the decarbonisation of heat and 

transport, more customers will change from passive consumers to active “prosumers”, who 

can generate, store or sell electricity. Others will rely on the network more than ever before 

to heat their homes and charge their EVs.  

• DSO – Delivering DSO functions is a key enabler to making Net Zero affordable. These 

functions are at the heart of a more active regional electricity network, fit for the changing 

ways customers produce and consume energy. 

• Digitalisation – Our Digitalisation Strategy states: “In order to manage the increasingly 

uncertain energy flows on the network, it is essential that key network parameters such as 

voltage and power flow magnitude and direction at critical points in the network are 

measured in real-time. Consequently, key enablers for the energy system transition include 

many additional network energy and voltage measurement points, advanced 

communications technology and enhanced automatic control capabilities.” 

The individual strategies set out our key activities to help meet the energy system transition targets 

and how innovation can facilitate these. These key activities are reflected in our RIIO-ED2 innovation 

plan. 

ii. Asset management  

A key responsibility of a DNO is to operate and maintain apparatus, and optimising the use of our 

existing assets has been central to our Innovation Strategy for several years and we will continue to 

innovate in this key area during RIIO-ED2.  

Asset Management can be looked at from two perspectives: 

• Safe & efficient network –Most of the electricity industry assets were installed in the 1950s 

and 1960s and many are approaching their designed end of life. To avoid large peaks in asset 

replacement programmes, which are both unaffordable and impossible to deliver 

effectively, we need to investigate alternative ways of managing this ageing asset base, 

particularly as they are increasingly being asked to perform new functions owing to changes 

in the needs of our customers. 

• Reliability & resilience – The energy system transition will result in customers becoming 

more reliant on the electricity network for heat and transport, increasing the importance of 

a reliable and resilient network.  

Delivering the higher reliability levels and safe and efficient performance from the ageing asset base 

will require innovation in active network management, energy management, active automation 

systems, fault detection and repair technologies, and asset condition assessments. 

                                                           
13 https://www.enwl.co.uk/go-net-zero/our-plans-to-go-net-zero/leading-the-north-west-to-net-zero/  
14 https://www.enwl.co.uk/go-net-zero/our-plans-to-go-net-zero/dso/  
15 https://www.enwl.co.uk/go-net-zero/our-plans-to-go-net-zero/dso/  



 

31 
 

iii Vulnerability 

Vulnerability from the perspective of a consumer of electricity is defined as one who is significantly 

less able than a typical consumer to protect or represent their own interests and/or significantly 

more likely to experience detriment, or for that detriment to be more substantial. 

The energy system transition of the electricity network could, without action, lead to those 

consumers in more vulnerable situations being left behind or otherwise disadvantaged if they are 

unable to access the new technologies and innovative services available, and therefore to take 

advantage of lower tariffs or improved reliability. 

Throughout RIIO-ED2, we need to ensure that the most vulnerable in our region are not 

disadvantaged or excluded from the benefits of the developments we and others make in the energy 

sector. 

4.2 Innovation opportunities 

Our innovation work is driven by the challenges we face and is key to unlocking the opportunities 

made available to us through the availability of elements such as new technologies and new 

emerging markets. Our approach is to maximise the potential that these new opportunities bring, to 

address our challenges and help us to improve our performance and efficiency. 

4.2.1 New technology 

New technology has the ability to transform what we do. We are excited by the opportunities 

provided by new technology and the potential benefits to our customers. 

The supply chain plays a central role in meeting the future needs of our customers, and innovation is 

core to this. In RIIO-ED2, we will continue to work with SMEs to help and encourage them to develop 

new technologies which will, in turn, help us meet the challenges facing our industry.  

Technology and innovation are only valuable to our business if they help us improve our services or 

reduce costs for customers. To ensure we meet the expectations of our customers, during RIIO-ED2 

we will continue to investigate new technologies on the market and how they might be utilised to 

help us meet our challenges; we will also continue to work with SMEs and survey the market for new 

entrants. 

We will continue to signal our requirements and expectations for innovation to the market for goods 

and services, utilising such things as our Innovation Strategy, our RIIO-ED2 innovation plan, and our 

calls for innovation and Collaborative Innovation Scheme. 

4.2.2 New markets  

Offering customers choice is a cornerstone of our Innovation Strategy and, during RIIO-ED2, we will 

continue to explore the opportunities provided by new and emerging markets. 

Our strategy is to consider the widest application of our innovation by adopting a holistic “whole 

system” approach, which focuses on the impact on our network and how the innovation can be 

deployed to maximise benefit to customers. This could be through entering an existing market to 

provide services at lower cost or working with other industry participants to define new products 

and services for which markets can be developed. 

This section describes the opportunities that we will maximise during delivery of our innovation 

plan for RIIO-ED2. 
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4.3 Our innovation themes 

To ensure our innovation activities are focused on the areas identified as most important by our 

stakeholders, we have adopted the five innovation themes outlined in ENA’s national strategy. These 

themes provide shared strategic direction, a means of categorising and tracking investment, and 

help innovators understand how they can collaborate with us.  

Each of our projects will tackle one or more of these themes and our plan for innovation in RIIO-ED2, 

outlined in Section 6, will be presented against these themes in line with the RIIO-ED2 business plan 

guidance. 

4.3.1  Consumer vulnerability 

This theme seeks to address how we can support the needs of consumers in vulnerable situations 

today and in the future. We need to ensure that everyone can experience the benefits of the energy 

system transition, and any adverse effect of change is minimised.  

4.3.2 Net Zero and the energy system transition 

This theme looks at methods to facilitate and accelerate the UK’s transition to Net Zero greenhouse 

gas emissions before 2050. As the UK continues to transition to Net Zero, the ways in which different 

customers use electricity and electrical networks will need to keep pace, resulting in significant 

changes in our network. We will manage the uncertainty associated with those changes through our 

innovation projects.  

4.3.3 Optimised assets and practices 

This theme looks to develop and implement industry-leading techniques for optimising assets and 

practices for energy networks.  

4.3.4 Flexibility and commercial evolution 

This theme will develop and test innovative solutions to increase the flexibility, transparency and 

efficiency of the energy system, enabling information to be more open and networks to be more 

responsive to change.  

4.3.5 Whole energy system 

This theme seeks to enable joined up and efficient approaches across multiple aspects of the energy 

system around planning, forecasting, design, construction, operation, maintenance and data.  

5 Stakeholder engagement 

An important driver in preparing our innovation plan is to understand and respond to the needs of 

our customers and wider energy stakeholders. Working together is at the core of our company 

purpose; engaging with our stakeholders to inform innovation, collaborating, sharing learning, 

listening to and acting on what we hear is vital to our success. We know that we can only be 

This section describes the themes that we will use to ensure we deliver an appropriately 

balanced portfolio of projects during RIIO-ED2 to meet our innovation plan, building upon 

industry-wide strategic direction, as per 4.36 in the RIIO-ED2 business plan guidance. 

This section describes our stakeholder engagement activities during RIIO-ED1 and highlights what 

we have done to ensure that our RIIO-ED2 plans will meet stakeholder expectations.  
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DNOs to ensure that the innovations are replicable and can provide benefits to consumers in 

vulnerable situations across GB. 

Net Zero and the energy system transition – investigating methods to facilitate and accelerate the 

UK’s transition to Net Zero greenhouse gas emissions before 2050.  

As the UK continues to transition to Net Zero, the ways in which different customers use electricity 

and electrical networks will need to keep pace, resulting in significant changes in our network. 

Continuing from RIIO-ED1, we will proactively manage the uncertainty associated with those 

changes through our innovation projects.  

We will carry out a carbon impact assessment for every innovation project, which we will discuss 

with our Innovation Oversight Panel and publish on our website as part of our project registration, 

and will only take on those which contribute to our Net Zero target. 

Optimised assets and practices - developing and implementing industry-leading techniques for 

optimising assets and practices for energy networks.  

Conscious of the ever-changing technology landscape we operate within, we will routinely evaluate 

our asset management and operating practices to ensure that we are working as efficiently and 

reliably as possible with the latest technology, whilst improving safety and our impact on the 

environment. We will maximise the use of our existing assets by combining innovative ideas with 

new technology, for example, by avoiding reinforcement through use of flexible services.  

As detailed in our innovation plan (Section 6.16), we will identify innovation projects that seek to 

address one or more of these objectives and work with relevant partners to design and trial the new 

technologies or processes and, most importantly, move these into BAU so they can deliver value to 

customers. 

Flexibility and commercial evolution - developing and testing innovative solutions to increase the 

flexibility, transparency and efficiency of the energy system, enabling information to be more 

open and networks to be more responsive to change.  

Building on our success with C2C and CLASS, we will continue to spearhead meaningful change in 

this area. As flexibility markets continue to develop it is essential that we ensure these markets are 

used to help address the Net Zero challenge, are open and transparent, are accessible to our 

customers, and can identify and remove any barriers to flexibility.  

We will do several projects in this area during RIIO-ED2. 

Whole energy system - enabling joined up and efficient approaches across multiple aspects of the 

energy system around planning, forecasting, design, construction, operation, maintenance and 

data.  

To ensure that we play our part in the energy system transition throughout RIIO-ED2, we will further 

develop our understanding of how our activities impact on and interact with the wider energy 

system, including Gas and Telecommunications. It is clear to us that in RIIO-ED2 and beyond, good 

opportunities lie in the development of whole system solutions for the energy transition, and we 

have introduced this concept into our innovation plan in RIIO-ED2. 

We intend to build on our existing relationships with Cadent and the Gas Innovation Governance 

Group via ENA and our active membership on the Collaborative Energy Portfolio to seek 

collaboration opportunities which will ensure the best value for customers when transitioning to Net 

Zero. This will include new processes for standardisation and whole system co-ordination to ensure 

we deliver the best value for our customers. 
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6.4 Ofgem innovation vision and our plan 

Our approach to innovation is in line with the principles contained in Ofgem’s Innovation Vision 

2021-2518; innovation should create value for the whole system, should be customer focussed, and 

should be widely disseminated.  

Ofgem’s Innovation Vision details four key themes for innovators; Low Carbon Infrastructure, Full 

Chain Flexibility, Future of Retail and Data & Digitalisation. We have strategies in place which already 

look to address these themes, such as our Leading the North West to Net Zero19, Electric Vehicle20, 

DSO21 and Data & Digitalisation22 strategies23. Our Innovation Strategy24 and innovation plan in 

Section 6.16 detail our plans to innovate in areas that will help to address these key themes and 

facilitate the transition to Net Zero. 

6.5 Types of innovation 

Innovation runs through the core of every area of our business, as evidenced by the range of 

initiatives developed during RIIO-ED1, along with learning shared from other companies which we 

have actively adopted to benefit our customers, as detailed below and in Section 6.14. 

All our innovation projects are aligned with our Innovation Strategy – to maximise the use of our 

existing network and combine new technology and creative thinking to provide real solutions to real 

problems. We have demonstrated the capability for world-leading technical innovation and the 

practical application of the technology to deliver customer benefits. 

Due to its focus on Ofgem’s NIA, this document is necessarily biased toward solutions that benefit 

the network. However, innovation is not just technical in nature, and in RIIO-ED2 we will continue to 

use innovative techniques to continually improve all aspects of our business. Key examples of how 

we’ve done this in RIIO-ED1 include the integration of the STORM telephony platform and customer 

call back processes – innovations that have helped us achieve the biggest improvements in customer 

satisfaction of any DNO. 

18 https://www.ofgem.gov.uk/system/files/docs/2021/05/innovation vision 2021-2025 final 24may2021.pdf 
19https://www.enwl.co.uk/globalassets/go-net-zero/net-zero/documents/leading-the-north-west-to-net-
zero.pdf 
20https://www.enwl.co.uk/globalassets/go-net-zero/net-zero/ev-strategy/electric-vehicle-strategy-2021.pdf 
21https://www.enwl.co.uk/globalassets/go-net-zero/dso/dso-consultation-documents/dso-strategy-2021.pdf 
22https://www.enwl.co.uk/globalassets/go-net-zero/dso/dso-consultation-documents/grid-digitalisation--
data-strategy-2021.pdf 
23 Please also see our RIIO-ED2 Data Strategy (Annex 21) and DSO Transition Plan (Annex 2) 
24https://www.enwl.co.uk/globalassets/innovation/innovation-strategy/innovation-strategy-
downloads/innovation-strategy-2021.pdf 

This section highlights our recognition that not all innovation is technical innovation. 

This section explains how our plan aligns with Ofgem’s innovation vision. 
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The NIC innovation projects below, detailed in Section 3.6 and Appendix A, are expected to bring a 

total of £42.5 million in savings for our customers during RIIO-ED2. This demonstrates the 

importance of continued innovation during RIIO-ED2, as the need to decarbonise our energy system 

in an affordable manner grows. 

CLASS could create further benefits for customers in the North West during RIIO-ED2. Further 

deployment of CLASS will build upon the success of the project’s transition into BAU, offering 

balancing services for National Grid and helping to maintain electricity supplies for millions of 

customers across GB, avoiding the need for additional expensive sources of power. 

Further deployment of Respond benefits all electricity customers in the long-term by helping to 

avoid or defer traditional, expensive, and disruptive reinforcement solutions. This minimises costs 

for customers, reduces carbon emissions, and allows the connection of LCTs much more quickly.  

The continued deployment of Smart Street presents an alternative to conventional reinforcement 

for voltage and thermal constraints, enabling faster connection of LCTs, keeping costs down for 

customers, and helping to reduce carbon emissions and aid the Net Zero transition.  

Deployment of Celsius in RIIO-ED2 has the potential to accelerate decarbonisation by releasing 

capacity through the application of thermal monitoring and retrofit cooling technologies to mitigate 

the thermal limitations of the manufacturer’s ratings.  

Capacity to Customers (C2C) proved that our industrial and commercial customers are willing to sign 

up to demand-side response contracts. 

Deployment of QUEST in RIIO-ED2 has the potential to create further benefits for customers through 

further optimisation of voltage profiles.  

Network Innovation Allowance Projects 

The NIA has been an invaluable facilitator of innovation during RIIO-ED1. It has allowed us to deliver 

cutting-edge innovation projects across the TRL spectrum that have the potential to benefit our 

customers in the short, medium and long-term.  

To the end of March 2021, the NIA has allowed us to invest £18.6 million into a portfolio of 

innovation projects, detailed in Section 3.6 and Appendix A. Not only have our NIA projects directly 

led to benefits and savings for our customers, but they have also allowed us to de-risk much larger 

and more expensive NIC projects by proving the foundations of these solutions before investing 

more of our customers’ money.  

During RIIO-ED2, we expect the deployment of our NIA projects into BAU to provide approximately 

£68.1 million in benefits for our customers, outlined below. 

We believe we can further enhance these benefits with access to a larger NIA funding pot, as our 

existing portfolio of projects, developed from our current innovation budget, has proven an 

excellent investment for our customers. We intend to accelerate our efforts based on the success of 

our RIIO-ED1 track record. 

Demand Scenarios could deliver a 20% reduction in load-related expenditure costs relative to 

traditional methods, with further savings in RIIO-ED2 and beyond as demand levels increase. We will 

continue to leverage the project benefits in RIIO-ED2 as part of our commitment to devise more 

efficient investment plans and commercial solutions to capacity problems. 

We expect deployment of our NIA projects to provide benefits of approximately £68.1 million 

for our customers. 
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Sentinel improves the quality of supply for customers who experience weather-related outages and 

safety for the public and livestock. Further deployment of Sentinel could provide a number of other 

benefits in RIIO-ED2, including improving the safety of repair teams, detecting and locating transient 

faults, avoiding the need to patrol the network in extreme weather conditions, reducing repair time, 

reducing the time customers are off-supply, and also enabling the detection of multiple faults 

following a storm. 

Building on the successful deployment of Asset Risk Optimisation in RIIO-ED1, we expect its 

implementation in RIIO-ED2 to provide further improvements in our investment programme. 

Deployment of Enhanced Voltage Control allows for conventional reinforcement at primary 

substations to be deferred by retro-fitting existing primary transformers. Further deployment in 

RIIO-ED2 can provide further benefits, such as cheaper connection contracts, to facilitate uptake of 

renewable generation to meet the Carbon Plan. 

We anticipate deferral of replacement of 43 primary transformers and seven grid transformers by 10 

years, as a result of Combined Online Transformer Monitoring. 

The LV monitor developed from the Cable Health Assessment research can provide insight into the 

spare capacity available within the existing network, and how best to manage it, allowing us to make 

informed decisions regarding new connections and the reinforcement work. 

Investigation of Switchgear Ratings allows us to defer the replacement of HV network assets as we 

can now tailor replacement decisions based on the actual fault level and capability of the 

equipment. 

Interface has the potential to unlock benefits through reduction in communications and data costs 

as well as providing better access to network data.  

The outcomes of our Improved Statistical Ratings project are paramount to improving our rating 

methodology, allowing planned network reinforcement to be deferred for five years, with the 

potential to generate savings from the avoidance of dynamic line rating schemes where loads are 

uncertain or embedded generation needs to be managed. 

Through our membership and active involvement with the Collaborative Energy Portfolio (CEP), we 

have investigated and produced a specification for engineered poles, the second phase of which will 

determine whether they are fit for procurement, to ensure economic continuation of overhead lines. 

6.7.5.2 BAU Innovation Deployment 

We developed a strong portfolio of innovation projects over the last price control period and we are 

confident that we can provide more benefits to our customers through the continued deployment of 

our extensive innovation portfolio in the next price control period. 

Our track record shows that we are successful when transitioning our projects to BAU and deploying 

innovations that help our customers, as evidenced by the Smart Street IRM project and our state-of-

the-art CLASS voltage management system.  

We are excited by the prospect of adding to our impressive innovation portfolio during RIIO-ED2 

with an increased NIA. Not only do we strongly believe this will allow us to continue to deliver 

additional benefits for our customers, but we believe this is a critical enabler to facilitate the 

transition to Net Zero within our licence area.  
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6.7.6 NIA structure and risk  

6.7.6.1 Annual allowance or for duration of RIIO-ED2 

We are seeking a Network Innovation Allowance of £25 million for the duration of RIIO-ED2, 

rather than an annual allowance. A RIIO-ED2 allowance offers more flexibility in the creation and 

management of projects, enabling us to deliver benefits to our customers more effectively. We will 

enhance our existing programme controls to ensure that we profile the expenditure appropriately 

throughout the 5-year period.  

Additionally, depending on the nature of the project, for example, if it requires the installation of 

equipment on the live network, some projects may require more internal resource than others. 

Given this, we would propose that if the RIIO-ED1 cap of 25% on the cost of internal labour is 

maintained in RIIO-ED2, this should cover the duration of RIIO-ED2, rather than being applied 

annually. Doing this will provide much greater flexibility when deciding the most efficient resource 

for project delivery, thereby allowing us to deliver more value to customers. 

6.7.6.2  Compulsory contribution towards RIIO-ED2 NIA   

In RIIO-ED1 our contribution was 10%, equating to approximately £2.3 million over the 8-year 

period; however, to reflect the confidence we have in our proposed portfolio for RIIO-ED2, we are 

committing to increasing our contribution in RIIO-ED2 to 15%, which represents a contribution of 

£3.75 million for the 5-year period. We will endeavour to select projects that will deliver value to 

customers with a good proportion of the benefits being delivered within RIIO-ED2. 

6.7.6.3 Mechanisms to support funding, such as re-openers to reassess 

Given the extent of work we have put into developing our RIIO-ED2 innovation plan, including our 

stakeholder engagement, we are confident that it represents a well-formed and justified plan. As 

such, we are not proposing to use any other formal mechanisms, such as re-openers, to reassess our 

NIA funding.  

Our track record for delivering innovation is evidenced in Section 3.1. Whilst we recognise that our 

plan for RIIO-ED2 represents an increase on a like-for-like basis, we feel confident that we can 

deliver it, that our plans are credible, deliverable, have a high chance of success for moving into BAU, 

are aligned to stakeholder expectations, and represent good value for money for customers and 

stakeholders. 

During RIIO-ED1, we continually reviewed our NIA allowance against our forecast spend and we have 

demonstrated that we can deliver projects to budget and spend all of our allowance to provide 

benefits for customers. We will continue this practice during RIIO-ED2 and, additionally, we will 

review our innovation plan against spending forecasts with our Innovation Oversight Panel. 

6.7.6.4 How overall funding compares with NIA funding received in ED1 

To enable us to deliver our ambitions for RIIO-ED2 and provide the benefits to our customers, the 

requested allowance for RIIO-ED2 is greater than the level of NIA funding received in RIIO-ED1. We 

believe that our track record of delivering benefits for our customers speaks for itself. We have 

produced innovation which has proven to deliver benefits throughout GB using the smallest 

monetary allowance and we believe that given a larger allowance we can expand on this to deliver 

even greater benefits. This increase is necessary to allow us to deliver an ambitious plan.  

This section addresses the Ofgem RIIO-ED2 business plan guidance questions in 4.38 and 4.39 on 

the structure and risk of the NIA programme and states our intentions on contribution. 



 

55 
 

Due to the increase in TOTEX in RIIO-ED2 compared to RIIO-ED1, the NIA increase from £3m to £5m 

represents an increase of 0.1% overall, i.e. 1.1% of TOTEX in RIIO-ED1 compared to 1.2% of TOTEX in 

RIIO-ED2, as illustrated in Figure 6.13. 

Figure 6.13: NIA as a % of TOTEX 

 

 

 

6.8 Consumers in vulnerable situations  

It is essential that we maintain our ability to support the needs of consumers in vulnerable 

situations today and in the future, and that all customers are able to share fully in the benefits of our 

innovation. We have therefore made consumer vulnerability one of our six innovation commitments 

in our newly published Innovation Strategy.  

As part of this commitment, we will consider the impact of our innovation activities on consumers in 

vulnerable situations by carrying out a customer impact assessment for every innovation project we 

plan to undertake in RIIO-ED2. We will discuss these with our newly formed Innovation Oversight 

Panel, and publish the assessments on our website as part of our project registration document. 

The customer impact assessment will allow us to understand what vulnerabilities exist and to 

identify what, if any, mitigating action is necessary to prevent any adverse technical or financial 

impact, as well as any impact on the mental wellbeing of our customers.  

Although we will select projects that provide benefits to all of our customers, for the first time in 

RIIO-ED2 we will be innovating specifically to improve the situation for those in vulnerable 

situations. Therefore, where possible, we will select innovation projects which offset the impact of 

our activities on consumers in vulnerable situations. This could include technical mitigating actions 

or provision of other services for our customers.  

As well as taking a steer from our Innovation Oversight Panel, we will partner with relevant 

organisations to facilitate wider learning and will construct proactive practices to meet the needs of 

consumers in vulnerable situations.  

This section describes how we will consider the impacts of our innovation activities during RIIO-

ED2 on consumers in vulnerable situations, as per 4.36 in the RIIO-ED2 business plan guidance, 

including the production of a customer impact assessment. 
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As outlined in our Electricity users in vulnerable circumstances27 strategy we will introduce a new 

£250,000 annual fund designed to remove the barriers that prevent the uptake of low carbon 

technologies, such as EVs or solar panels. We are looking for new developments to trial and learn 

from, and if we find something we wish to develop further, we may consider doing this through a 

NIA-funded project. Customers will benefit from innovative solutions to ensure that everyone can 

benefit from a future energy system that is both smart and fair, and ensures that no customer gets 

left behind. 

6.8.1  Customer impact assessment 

We will continue to work with ENA and the DNO community to develop the approach and tools 

required to assess the impact of innovation on consumers in vulnerable situations. This is likely to be 

underpinned by the Consumer Classification Model developed by the Centre for Sustainable Energy 

as part of its Smart and Fair28 research. However, we also intend to leverage learning from the 

extensive stakeholder and customer engagement undertaken during RIIO-ED1 and utilise existing 

embedded processes, such as the use of our social mapping tool and PSR register.  

We have conducted detailed social mapping of our region, which provides a rich understanding of 

the location, characteristics and penetrations of consumers in vulnerable situations, at a local level. 

We continue to develop an increasingly granular view of vulnerability across our network by 

reaching out to local communities via trusted partners, and by way of the relationships we have 

developed through our advisory panels, Local Enterprise Partnerships, Local Authorities and other 

key stakeholders. All of this will be used to better inform our assessment of the impact of our 

innovation plan and its delivery on customers in vulnerable situations.  

We will use our Social Return on Investment process to enhance the impact assessment. This will 

enable us to assess the overall social impact of an individual innovation project on its trial 

population. However, by focussing on the specific impacts and benefits for those in vulnerable 

situations, this data-driven methodology will provide a benchmark against which we can determine 

which projects are expected to benefit specific customer groups, and identify those that will be 

excluded or disproportionately impacted.  

This approach will ensure the assessment reflects the full nature and the extent of vulnerabilities in 

the communities directly affected by each project.  

6.9 Third-party collaboration in innovation activity 

As demonstrated in Section 3.5, we have had significant third-party involvement in our innovation in 

RIIO-ED1. This includes delivery of projects developed from third-party ideas, such as DC Share, an 

idea from Ricardo, and Sentinel, an idea from Kelvatek. We intend to build on this in RIIO-ED2 

through our continued participation in ENA’s National Call for Ideas and our commitment to 

continue with our own regular calls for innovation. 

27 Please see our Electricity Users in Vulnerability Circumstances strategy (Annex 8)   
28 https://www.cse.org.uk/downloads/reports-and-publications/policy/energy-justice/smart-and-fair-phase-1-

report-september-2020.pdf  

This section details our plans to increase third-party involvement in our RIIO-ED2 innovation 

activities and to collaborate with other interested bodies, as per 4.36 in the RIIO-ED2 business 

plan guidance. 
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We receive innovation ideas and proposals from a variety of third parties, in a variety of ways; some 

directly to our mailbox or a member of the team, and others in response to a call for innovation. In 

RIIO-ED2, we aim to make this process easier by setting up a Collaboration Portal on our website 

alongside our strategy to encourage the submission of ideas.  

Each idea received is assessed in terms of whether it meets our challenges, aligns with our themes, 

delivers benefits to customers and, if appropriate, meets the NIA eligibility criteria – detailed in 

Section 6.6. In RIIO-ED2, we intend to use our Innovation Oversight panel to provide independent 

consideration of which third-party ideas are taken forward. 

Following this assessment, we will inform the third party of our decision and, if the idea will not be 

taken forward, the reason. If a third-party idea is taken forward as a project, that company will be 

made a Project Partner and will assist with the development of the project registration 

documentation. 

We will continue to be active members of ENA Electricity Innovation Managers group and contribute 

to the updates of the Electricity Network Innovation Strategy and the Electricity Network Innovation 

Process29. As part of this forum we will assess all ideas submitted by third parties to the Innovation 

Collaboration Portal30 and we will use the same portal to promote our calls for innovation. 

We will continue to be actively involved in the annual National Call for Ideas, which seeks third-party 

ideas to be taken forward as innovation projects. Following review of submissions to the 2020 call, 

we conducted discussions with TNEI and Frazer Nash on their submission, ATHENA. As a result, we 

have registered this an NIA project to be completed during 2021/22, with a view to submitting a NIC 

project to the 2022 competition. 

We have been successful in our search for innovation proven outside the UK. For example, the 

theory behind the Smart Street project came from the use of a technique implemented in the United 

States. To ensure that we continue to look beyond our shores and capitalise on innovations proven 

elsewhere, we will work with our Innovation Oversight Panel to conduct a regular exploration of 

innovations implemented worldwide. We will follow up on any interesting ideas and present our 

findings to the Innovation Oversight Panel and share the results on our Collaboration Portal. 

6.9.1 Collaborative innovation scheme 

Our proposed NIA spend during RIIO-ED2 represents an increase over that of RIIO-ED1. This reflects 

our increased ambition and confidence in our ability to deliver a strong portfolio of highly innovative 

projects, and to move these into BAU where they have been proven to add value to customers.  

As a result of being awarded funding that is aligned with our proposals, as set out in Section 6.7.3, 

we will introduce a new “Collaborative Innovation Scheme”, aimed specifically at third parties that 

wish to become key innovators. 

We recognise the value that third parties can bring to innovation on distribution networks, and are 

aware that we do not have a monopoly on the good ideas. In our view, this plan is robust and well-

tested; however, we want to allow opportunity for ideas that are not specifically aligned to our plan. 

We think it is right and in customers’ interests to allocate a sum of money each year to fund NIA-

compliant innovation projects that fall outside the scope of our plan, but which represent good value 

to customers. This will be in addition to our annual calls for innovation, which will be used to invite 

third parties help us to deliver our innovation plan.  

                                                           
29 https://www.energynetworks.org/assets/images/Energy%20Networks%20Innovation%20Process-Final.pdf  
30 https://smarter.energynetworks.org/innovation-proposal  
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We will allocate a minimum of £500,000 each year to this scheme and will publish information on 

the defined route through which third parties can apply to us. This represents a notional 10% of our 

annual RIIO-ED2 innovation expenditure. We will keep this under review and increase or decrease as 

appropriate, subject to our assessment of benefits and uptake.  

Whilst the majority of our NIA spend already goes to third parties, as detailed in Section 3.5, much of 

this interaction is initiated by us to deliver against our Innovation Strategy and wider business 

objectives. The Collaborative Innovation Scheme will allow third parties direct access to the NIA 

for projects they wish to carry out and which address specified innovation challenges covered by 

NIA.  

As such, our role will be to communicate the challenge areas to third parties, including through our 

annual call for innovation, administer the scheme, and work with the third party to ensure that 

projects meet the relevant eligibility criteria and other conditions of funding.  

Funding decisions will be made by our Innovation Oversight Panel. We will present all applications, 

possibly during defined windows throughout the year, alongside our assessment of whether those 

ideas meet the governance requirements set out by Ofgem for NIA projects and pass our eligibility 

assessment criteria. The Innovation Oversight Panel will then make a decision on where to invest 

this proportion of our allowance. Our eligibility criteria will include: 

• Does the proposal address the challenge as set out in the call for innovation and support the 

transition of the energy system to Net Zero? 

• Is the proposal innovative? 

• Does the proposal have a defined scope? 

• Does the proposal have defined outputs? 

• Does the proposal represent value for money? 

• Will the solution deliver customer benefits? 

We believe that our Collaborative Innovation Scheme, in combination with our Innovation Oversight 

Panel, will be particularly valuable for third parties. Ofgem has proposed to discontinue the ENA’s 

annual Call for Ideas to third parties for the NIC, instead placing a requirement on network 

companies to participate in generation of project ideas for the replacement funding mechanism, the 

SIF. Our Collaborative Innovation Scheme will therefore extend the opportunity for third parties to 

access innovation funding via the NIA. 

6.10 How activities will be delivered 

The process of developing our innovation ideas involves senior managers from across our business 

and ensures projects are targeted and linked to real problems that, when solved, will deliver value 

for customers and demonstrate a clear pathway to BAU.  

Our innovation projects are subject to a rigorous assurance process to substantiate their predicted 

costs and benefits. This includes review through our internal audit before an external audit involving 

a relevant third-party review. We use the Regulatory Instructions and Guidance (RIGs) tables to 

report all benefits as a result of innovation. We also continually monitor and track our innovation 

spending against our planned project costs. In RIIO-ED2, we will complement our internal process 

with engagement with the Innovation Oversight Panel to obtain independent challenge and ideas on 

possible delivery routes. 

This section describes our processes for delivering innovation during RIIO-ED2, as per 4.38 in the 

RIIO-ED2 business plan guidance. 
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We have recently worked with ENA to develop the new Electricity Network Innovation Process31 for 

RIIO-ED2. This is an end-to-end process which will promote collaboration and sees the adoption of a 

new innovation benefits-tracking methodology for all DNOs, which will deliver a wide range of 

benefits to our customers and wider stakeholders. We are already building this methodology into 

our innovation process, ensuring that we are well-practised in advance of RIIO-ED2. 

We keep up-to-date with all guidance to ensure that we can build it in to all innovation projects. 

6.10.1 Approval of New Projects 

In RIIO-ED2, new innovation projects will fall into three categories; BAU, NIA and SIF. We have 

different approval processes for each type of project.  

6.10.1.1 BAU Approval Process  

1. Check project supports our aims in the Innovation Strategy. 

2. Produce paper detailing the project scope, method, budget and benefits. 

3. Submit the project for discussion with the Innovation Oversight Panel. 

4. Paper is submitted to the ELT for funding approval. 

5. Produce Project Initiation Document (PID) for submission to our Network Investment Group. 

6. Project approved by our Network Investment Group. 

7. Project delivery commences. 

6.10.1.2 NIA Approval Process 

1. Check project supports our aims in the Innovation Strategy. 

2. Check project meets eligibility criteria in the new NIA governance. 

3. Produce paper detailing the project scope, method, budget and benefits. 

4. Submit the project for discussion with the Innovation Oversight Panel. 

5. Paper to be submitted to the Engineering & Technical Director and Chief Financial Officer for 

approval to submit as a NIA project. 

6. Produce one-page notification document and submit to ENA Innovation Managers group to 

check for duplication and collaboration. 

7. Produce Project Eligibility Assessment. 

8. Register project on ENA Smarter Networks Portal. 

9. Project delivery commences. 

6.10.1.3 NIC / SIF Approval Process 

1. Check project addresses Ofgem’s challenges. 

2. Produce paper detailing the project scope, method, budget and benefits. 

3. Submit the project for discussion with the Innovation Oversight Panel. 

4. Paper is submitted to the ELT for approval to submit application. 

                                                           
31 https://www.energynetworks.org/assets/images/Energy%20Networks%20Innovation%20Process-Final.pdf  
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5. Produce application to SIF process. 

6.10.2 Project Initiation and Procurement 

Once a project has been approved the appropriate procurement processes will be followed to 

develop and sign contracts with Project Partners and suppliers. If appropriate, a competitive tender 

process will be completed in line with procurement processes. 

At this stage of the process we will assess the most efficient delivery method for the project, i.e. 

using internal or external resource, to allow us to place all the necessary delivery contracts prior to 

the commencement of project delivery. 

6.10.3 Project Delivery 

We use a dedicated project management team who have significant experience in the delivery of 

complex innovation projects and programmes and are therefore able to employ best practice to 

maintain our high standards when guiding our projects from initiation to completion. In RIIO-ED1, 

this team delivered the rollout of the CLASS project to over 250 primary substations and led the 

project to install Smart Street at 180 distribution substations. This was all in addition to delivering 

the portfolio of NIA and NIC projects totalling over £35 million in RIIO-ED1. In RIIO-ED2, we will 

expand this team, as appropriate, to meet the extra challenge of delivering a £25 million NIA 

programme. 

Our Engineering Standards team works closely with our Innovation team to help ensure that our 

innovations are embedded into BAU following project completion. 

We adhere to the requirements outlined in Ofgem’s project guidance and governance documents 

when undertaking Ofgem innovation stimulus projects. 

All of our innovation projects comply with Ofgem’s Data Best Practice guidance and we will create a 

publicly available data policy setting out how the data used and generated by projects will comply 

with Data Best Practice Guidance, including how data will be made available to stakeholders.  

6.10.4 Workforce resilience 

The innovation required to facilitate the transition to Net Zero is driving the agenda around skills and 

changing the mix of skills required to operate the network. As the new solutions are trialled and 

tested in the Innovation team, the requirement for different skills resides here first. 

When delivering innovation projects we will use internal staff, where possible, to increase skill sets 

within the business. For example, we used contractors to deliver the BAU capital programme to free-

up internal teams to install the Smart Street trial equipment, enabling them to learn the necessary 

skills. 

Ensuring we have the correct skills is a crucial part of BAU transition and the Innovation team will 

facilitate the necessary briefing and training, in conjunction with our Training Academy, for all 

relevant staff within the business. 
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6.11 Innovation reporting 

We have recently worked with the ENA to develop the Energy Networks Innovation Process32 (ENIP). 

This is an end-to-end industry-led process for reporting, collaboration, and dissemination of 

innovation projects and includes the Innovation Measurement Framework (IMF).  

Although not strictly necessary, we have already started to use this process internally following its 

publication in April 2021, to ensure we have it fully embedded ready for the start of RIIO-ED2.  

The IMF contains a benefit tracking methodology to report on a range of innovation outcomes, 

including collaboration and partnerships, the speed at which successful innovation is transitioned 

into BAU, and the benefits innovation has delivered for network customers. This is done in a 

transparent and consistent manner, using agreed benefits tables to populate a balanced scorecard – 

an example of this is available in Figure 6.14. To calculate the benefits, we will use either the RIIO-2 

CBA model or the Whole System CBA developed by ENA depending on the project. 

As demonstrated with our rollout of innovation in RIIO-ED1, we will continue to monitor the benefits 

of innovation and use this innovation where we can to reduce costs in other areas. 

  

                                                           
32 https://www.energynetworks.org/assets/images/Energy%20Networks%20Innovation%20Process-Final.pdf  

This section sets out how we propose to monitor and report benefits of all planned innovation 

activities during RIIO-ED2, how we plan to reduce costs in other areas, and how we will 

disseminate learning, as per 4.36 in the RIIO-ED2 business plan guidance. 
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In addition to disseminating our learning at the Energy Networks Innovation Conference we will use 

our own events, industry conferences, and our attendance at the Innovation Managers group to 

ensure that learning is transferred across the industry. 

6.12 Past projects and proven innovation 

We have demonstrated the capability for world-leading technical innovation and the practical 

application of the technology to deliver customer benefits. In addition to the BAU application of 

CLASS, which is now delivering significant benefits to customers, and our NMS, we are now working 

on the rollout of Smart Street with its concomitant customer benefits. 

We have maintained our use of innovation in process and technology to deliver network outputs, 

enhanced resilience and public safety improvements, at a lower cost. Examples of this are in our use 

of enhanced analytics to improve asset replacement decision-making, use of interconnectivity to 

provide enhanced resilience, installation of innovative smart fuses (Weezaps) on rising services and 

lateral mains to protect multi-occupancy buildings, and our innovative blast mitigation approach to 

link boxes.  

Building on learning from previous projects is central to our innovation delivery and is evidenced by 

the transfer of learning from IFI projects to NIC projects as shown in Figure 6.15. This demonstrates 

that we have taken learning from IFI and First Tier projects as inputs to the Second Tier project, 

Smart Street. We have then built on the learning from this and other Second Tier projects in QUEST. 

Figure 6.15: Innovation building on past projects 

 

This method of building learning in stages reduces the risk of innovation failing, and in RIIO-ED2 we 

will continue to leverage learning from past projects to deliver more effective solutions that can 

bring further benefits to customers. 

So far in RIIO-ED1, we have implemented a range of innovative solutions to make efficiencies against 

load-related allowances. In 2019/2020 we reported a cumulative saving of £10 million and forecast 

this value to increase to £17.7 million by the end of RIIO-ED1. These savings have been driven by the 

This section describes how we will continue to learn from past projects to deliver greater benefits 

during RIIO-ED2, as per 4.36 in the RIIO-ED2 business plan guidance, our steps to ensure that 

previously proven innovation is rolled out into BAU, and how the related benefits are reflected in 

our proposed expenditure, as per 4.37. 
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innovative solutions of C2C, the LV Connect & Manage programme, the implementation of Demand 

Side Response and, in the remaining years of ED1, switchgear modifications which increase fault 

level capacity.  

Innovative intervention strategies developed within RIIO-ED1 are now embedded in our unit costs 

for pricing the RIIO-ED2 business plan, and innovative techniques embedded in our business 

processes will be utilised in delivering the plan. 

6.13 Innovation proven elsewhere 

We continually scan the horizon for innovation projects undertaken by our industry colleagues and 

stakeholders to ensure that we do not miss an opportunity to include any suitable learning or 

industry developments into our BAU practices. This is built into our innovation process by way of our 

continuous involvement with ENA and other DNOs, as well as through our regular attendance at 

innovation and dissemination events.  

Additionally, DNOs will share plans for rolling out proven innovation at the ENA Innovation 

Managers Group and ensure that innovative solutions are recorded on the ENA Implementation Log. 

This Implementation Log will allow us to understand what innovative solutions from other DNOs are 

ready for BAU rollout and we will then review them against our business drivers and challenges to 

ensure the solution is right for our customers. 

We have already implemented best practice innovations developed by other DNOs, including the 

inclusion of the directional fault passage indicators and Fuse Savers, trialled by UKPN, which has 

improved our response to faults. The EV profiles developed by the UKPN My Electric Avenue project 

have been used as part of our demand forecasting. We have adopted ANM, which was trialled by a 

number of other DNOs first, and use techniques from WPD’s FlexDGrid and UKPN’s EDGE-FCLI in 

combination with our Respond to address fault level issues on our network. We have integrated the 

STORM telephony platform, first deployed in SP Energy Networks, and customer call back processes, 

which have helped us to achieve the biggest improvements in customer satisfaction of any DNO. 

We are also the fifth DNO to join the Flexible Power Platform33 developed by WPD, to enable a direct 

path for flexibility providers in the North West to participate in flexibility. This was a direct response 

to customer feedback calling for a simpler way to engage in the distribution flexibility services 

market, and greatly enhances our engagement with flexibility providers. We believe this platform 

will be instrumental in supporting the development of these new markets and will further reduce 

barriers to participation. This is key to our Net Zero carbon transition and will allow more 

stakeholders to realise the benefits that can be achieved through flexibility.  

In our response to the Challenge Group questions sent on 25 February 2021 on the benefits of 

innovation, we included a list of best practice innovation we have adopted from other DNOs and 

implemented as BAU. These innovations have helped us to achieve the biggest improvements in 

customer satisfaction of any DNO: social data mapping, an outreach education programme for Key 

Stage 2 pupils, and top-up vouchers for customers in vulnerable situations.  

In addition to the above, we will continue to take advantage of our links with Kansai Electric Power, 

one of our shareholders, to explore project idea options. Already we have identified several 

                                                           
33 https://www.flexiblepower.co.uk/  

This section describes how we will learn from and, where appropriate, implement innovation 

proven elsewhere. 
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opportunities for trialling on our network innovation proven by Kansai that could have the potential 

to bring value to our customers during RIIO-ED2. This will help us to utilise innovation from across 

the globe and is something that we will take advantage of going forward.  

6.14 Framework for rolling out proven innovation into BAU 

Transitioning innovation into BAU is at the core of our innovation plan as its only then that the 

innovation can bring value to customers.  

To ensure the transfer to BAU runs as smoothly as possible, we engage with the wider business as 

part of our innovation development process to fully understand and scope the requirements.  

We also take advantage of the funding available to us, for example, through use of the IRM for Smart 

Street, to ensure that rollout can begin with appropriate speed to deliver the best value for money 

to our customers. 

Successful transition of innovation into BAU requires a nuanced understanding of the unique 

challenge of normal business. A one-size-fits-all approach is not considered appropriate. Instead, we 

propose in RIIO-ED2 to continue to use our tailored approach to transitioning innovation proven 

within Electricity North West and elsewhere into BAU depending upon the size of the adoption 

challenge. 

There are 3 approaches to BAU transition: 

1. Simpler projects which result in updates to policy and/or a business process before the 

innovation then becomes the default solution, e.g. new forecasting techniques, the new 

voltage control settings devised in the Enhanced Automatic Voltage Control NIA project. For 

this type of project, the Innovation team will update the policies and conduct briefing 

sessions for BAU staff to ensure the relevant areas of the business fully understand the 

changes and rationale behind them. These changes are often minor in nature and the 

transition to BAU is less onerous. 

2. Projects which have produced a device which can be used as part of a larger business 

process, e.g. Earth Fault Indicator, PreSense. For this type of project, the Innovation team 

will provide the technical specification, installation and maintenance procedures, and any 

training to the relevant teams across the business. Where appropriate, support for 

Procurement will be provided to ensure that all lessons learnt are captured and 

incorporated in commercial contracts. These devices will then be deployed as part of the 

larger project, such as the load-related investment programme.  

3. Larger projects, e.g. CLASS, Smart Street. For this type of project, we have dedicated delivery 

teams that are part of the Innovation team but with a dedicated project manager and 

support from the wider business. The dedicated teams will manage the rollout of the 

innovation across the network and the transition of solutions to BAU. 

We also leverage synergies between projects to ensure we deliver a cost efficient BAU rollout. This 

can be demonstrated through our plans for the deployment of Celsius by using the outputs of the 

Cable Health Assessment – Low Voltage NIA along with the learning being developed in the Interface 

NIA. 

This section describes how we will ensure that proven innovation is rolled out into BAU during 

RIIO-ED2, as per 4.37 and 4.38 in the RIIO-ED2 business plan guidance.  
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6.16 Our detailed innovation plan for RIIO-ED2 

Figure 6.17 summarises wherewe propose to focus our innovation activities during RIIO-ED2, 

including examples of the types of project we will undertake for each theme. Figure 6.18 sets out in 

detail the areas in which we will invest, mapped against our innovation themes. We anticipate 

delivering one or more projects in each of these areas. Although we have mapped them against one 

theme, the benefits will deliver against a number of themes.  

The plan is presented by: 

• Innovation Area – the high-level aim of the innovation.  

• Innovation Driver – why we need to innovate in this area. 

• Innovation Objective – how we intend to innovate in this area. 

• Value / Benefits – where we expect the benefits of the innovation to manifest. 

• Proposed funding route in RIIO-ED2 – how we intend to fund our activities in each area. This 

only indicates actual expenditure where activity is to be funded via NIA – for NIC/SIF/BAU we 

are signalling that there is work going on in these categories. 

 

This section presents the detailed plan for our innovation activities during RIIO-ED2, showing our 

high-level areas of focus for NIA spending and the funding we believe will be necessary to deliver 

this, as per 4.38 in the RIIO-ED2 business plan guidance. 
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8. Appendix B – Innovation Oversight Panel Terms of Reference 
Electricity North West Limited 

Innovation Oversight Panel 

Terms of Reference (ToR) 

1. Role of the Innovation Oversight Panel 

The Electricity North West Limited (“ENWL”) Innovation Oversight Panel (“IOP”) is a committee 

made up of third-party representatives appointed by ENWL for the purposes as set out in these ToR. 

The primary purpose of the IOP is to provide independent challenge and steer on ENWL’s ongoing 

innovation activities. ENWL will use the output from the IOP to better inform both the ongoing 

delivery of its innovation plan and the development of its forward innovation strategy and broader 

activities. 

2. Aims & Objectives 

The IOP has the following aims and objectives: 

2.1 To act and operate independently of ENWL; 

2.2 To provide appropriate challenge and steer on ENWL’s innovation activities; 

2.3 To feedback on ENWL’s project ideas, processes and findings; 

2.4 To discuss proposed amendments to ENWL’s innovation strategy; 

2.5 To ensure relevance of ENWL innovation activities in line with the wider industry; 

2.6 To represent the diverse needs and viewpoints of ENWL’s innovation stakeholders; 

2.7 To assess requests for funding from third parties through the Collaborative Innovation 

Scheme and to make recommendations on which projects receive funding. 

2.8 To keep ENWL up to date with innovation opportunities and developments outside of the 

ENWL organisation, including potential insights from elsewhere around the world. 

2.9 In most instances, the IOP shall meet its objectives through making recommendations as 

appropriate to those responsible for the management of innovation at ENWL. 

3. Functions 

The IOP has the following functions: 

3.1 To review and discuss, as appropriate, ENWL’s innovation activities; 

3.2 To review and discuss, as appropriate, innovation ideas and findings; 

3.3 To review and discuss, as appropriate, reports and other information submitted by ENWL 

innovation representatives following project activities and agree and log further actions as 

appropriate; 

3.4 To consider reports, guidance notes and other relevant information provided by Ofgem that 

may have potential to affect ENWL’s innovation activities and strategy; 



 

94 
 

3.5 To facilitate the regular review as to the appropriateness and adequacy of ENWL’s 

innovation strategy; 

3.6 To provide a forum for discussion and, where necessary, suggestions for improvement to, 

innovation ideas and processes both at ENWL and more generally within industry; 

3.7  To share information necessary to allow for full and effective participation in a consultation

 around current and future innovation activities. 

3.8  To select projects to be funded through the Collaborative Innovation Scheme. 

4. Authority 

4.1  The IOP is authorised to make recommendations to colleagues with responsibility for making

 decisions in regard to ENWL’s innovation activities. 

4.2 The IOP shall have no executive powers with regard to its recommendations. 

4.3 The IOP is authorised to obtain information required to fulfil its objectives as outlined in 

these terms of reference, and to facilitate effective discussions with nominated ENWL 

innovation representatives. 

4.4 The IOP is not authorised to obtain information if: 

• it would be against the interests of national security or against the law; 

• it is about someone who has not given their permission for it to be given out; 

• it would cause substantial injury to the organisation, or if supplied by someone else, to the 

business of that person; or 

• the information has been obtained for the purpose of any legal proceedings. 

4.5   The IOP will not review or discuss any issues that are subject to any commercial or legal

 restrictions. 

5. Membership 

5.1 The IOP shall comprise representatives from the following areas: 

• Academia x1 

• ENWL’s key technology partners x2 

• Customer Group x1 

• Zero Carbon Group x1 

• ENA x1 

• ENWL ELT/CEO (as Chair) 

• ENWL Head of Innovation (as Secretary) 

5.2 The IOP Chairman will be a member of the Executive Leadership Team (ELT) or CEO. In the 

absence of the Chairman and/or an appointed deputy, the remaining members present shall 

elect one of themselves to chair any meeting.  

5.3 The Head of Innovation or their nominee shall act as the secretary of the IOP. 

5.4 Members of the IOP may ask a colleague to attend meetings in their place, or ask additional 

colleagues to attend, with the agreement of the Chairman or the appointed deputy. 

5.5 External advisers may be invited to attend meetings of the IOP as appropriate. 
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5.6 Membership of the IOP shall be reviewed annually.  

6. Quorum 

6.1 The quorum necessary for the transaction of IOP business shall be three members to include 

at least one representative from the ENWL ELT (or their nominee). 

7. Meetings 

7.1 The committee shall meet at least two times each year. Meetings may be by exception as 

dictated by ENWL innovation activities, e.g. if ENWL intends to enter a project submission 

for funding by Ofgem as part of its Strategic Innovation Fund (SIF). 

7.2 Unless otherwise agreed, notice of each meeting confirming the venue, time and date 

together with the agenda of items to be discussed, shall be forwarded to each member of 

the committee, and any other person required to attend, no later than 5 working days 

before the date of the meeting. Supporting papers shall be sent to committee members and 

to other attendees as appropriate, at the same time. 

7.3 Members may place items on the agenda up to 5 working days before the date of the 

meeting. 

7.4 The secretary shall record the names of those present and in attendance and the agreed 

actions of all meetings of the committee.  

7.5 The agreed actions of committee meetings shall be circulated promptly to all members of 

the committee.  As appropriate, reports of the IOP’s feedback and recommendations will be 

published on the ENWL website.  

 




