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Better Economic Regulation — general remarks

* Most DSO regulation is focused on short term cost reduction
» thus no incentive for innovation!

* Innovation necessary at the core of developing e.g. flexibility
services & products, with DSO participation essential

* Regulatory period of usually 5 years vs. durability of grid
components 40 to 50 years

Investments in new technology (=smart?) causes higher
financial risk (e.g. life span of smart meters)
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Better Economic Regulation - solutions 1

* DSOs must not be penalized for use of innovative
approaches

e Smart initiatives deserve equal consideration as
conventional network expansion

e DSOs to be allowed financing R&D projects

through tariffs (e.g. RIO in UK)

K\*"“
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Better Economic Regulation - solutions 2

e Higher return on investments & risk adjusted
depreciation period needed for projects with
significant technology, investment and business risk
(e.g. smart meter roll-out)

* Incentives for OPEX to be equally treated
as those for CAPEX

* Removing acknowledged R&D costs from cost

efficiency targets K\*w
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Smart Grids — New Challenges for the DSOs

Reducing total extra solution costs, e.g. integration of RES (CAPEX + OPEX)

Efficiency Gains Key Messages:

Prerequisite: Acceptance of all L
smart technology costs by the regulator * Optimising the

efficiency gains
(also for the DSOs)

Optimising possibilities . Finding the best
¢« CAPEX & OPEX Smart Technology : :
« Investment Costs — Primary Technology pOSSIble ratio
« Operational process for the whole system between copper and

smart technology

of copper in the distribution grids

Conventional solution
with massive increase

Optimised
Copper

Challenge — Implementation in Practice!
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Thank You!
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GEODE Chairman
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