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European Distribution System Operators for Smart Grids (EDSO)
Response to Edit Herczog’s draft report on the proposal for a regulation (COM (2013) 147 final):

Measures to reduce the cost of deploying high-speed electronic communications networks

EDSO for Smart Grids (EDSO) welcomes measures and policy instruments that will support synergies
between infrastructures. EDSO is positive about the development of cooperation between electricity
and telecommunication network operators, which has the potential to reduce costs for society.

However, EDSO is concerned that a number of significant questions which should be carefully
considered are not addressed in the proposed regulation, and EDSO would like to see these reflected in
the Parliament’s report. Please find below a summary of the main issues:

e In order for there to be real synergy as well as cost-efficient cooperation, the legislation should not
be too prescriptive, instead allowing much of the detail to be decided by the national regulator. For
these reasons, EDSO believes that a directive would more appropriate.

* The text should guarantee the possibility for the Distribution System Operator (DSO) to maintain
secure electricity supply and a stable electricity network.

¢ Thereis a need to bring forward a clear set of rules regarding the roles, responsibilities and costs of
operating and managing telecommunications networks that are coupled with electricity networks.
In the current text, telecommunication operators are given a number of rights regarding other
networks, but very few duties. A more balanced approach, and more details regarding cost-sharing
should be introduced.

*  Worker safety is a key concern for electricity DSOs. Granting access to the electricity grid
infrastructure to unspecialised workers may have fatal consequences. There are implications
associated with the mass re-training of staff.

EDSO believes that the draft legislation is not yet mature. This paper elaborates on the issues which
EDSO feels require further attention.




Introduction

The energy sector is facing huge challenges and is set to change significantly over the coming decades.
The development of distributed renewable energy resources and the growing market uptake of electric
vehicles and heat pumps will hugely impact the design, construction and management of the electricity
distribution networks.

To accommodate this new and increasing demand in the traditional manner would mean expanding and
reinforcing the grids. The total needed investment for EU distribution grids (electricity and gas) is
estimated at 400 billion EUR? over a ten year period. EDSO believes that smart grids are the most cost-
efficient way to cope with this, thus decreasing the total capital investment. Transforming existing grids
into smart grids will increase system flexibility by enabling demand-side participation and matching
demand and supply more efficiently. The need for complimentary flexible generation facilities (e.g. gas
turbines) will also be reduced as a result.

In more detail, DSOs will equip the existing electricity distribution networks with control, monitoring,
information and communication technologies. These technologies will enable the DSO to manage the
grid’s stability and security more effectively and will enable it to match supply and demand more
efficiently. EDSO and its members are working together with other stakeholders to implement the
activities presented in the roadmap developed by the European Electricity Grid Initiative (EEGI).

The deployment of high-speed electronic communication networks through the use of existing physical
infrastructure has the potential to reduce overall costs for society. By using access to substations, ducts
and other components of the electricity infrastructure, synergies can be forged between the
telecommunications and energy networks.

For their core business, DSOs must have the use of reliable and specific forms of communications
networks. These are sometimes provided by telecommunications service providers and in many cases
(as a DSO-owned network) another non-electricity network. Reasons for this include the particular
specifications of the network (re-routing demands, period of duration signal, etc.) as well as the high
level of security needed for the safe transportation of electricity and of grid and consumption data.
Most telecommunications companies cannot fulfil, or have no interest in fulfilling, these specifications.
Moreover, some DSOs also provide telecommunications services and very actively pursue efficiencies
through synergies. Municipalities are also active in pursuing a ‘one-dig-only’ situation and are
undertaking stimulation and coordination activities.

The regulation and its implications

1) The subsidiarity principle should be respected

The regulation does not recognise and address the differences between the member states. The
characteristics of the market and / or regulated players who own and manage the physical components

1See also: EC communication on Energy Infrastructure priorities for 2020 and beyond, 17.11.2011 based on
PRIMES calculations
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of energy infrastructures differ greatly from one member state to another. Even within a member state,
substantial differences can exist between governance structures for capital providers, asset owners,
asset managers and service providers. For example, the requirement for network operators to deliver
information on their network infrastructure immediately when asked by a telecommunications
company does not seem realistic when the shortest timeframe for such activities observed in the EU is 1
month (the average being 8.5 months) according to the impact assessment accompanying the
regulation.

As there are more than 3.000 electricity DSOs in Europe, the subsidiarity principle should prevail and
specific requirements for data sharing should be decided at the national level. Furthermore, the
principle of proportionality should be taken in account, particularly in situations where large (inter-
Jnation-wide telecommunications companies work with small or locally operated DSOs. The explanatory
memorandum (3.2 “Subsidiarity”) of the proposed regulation also lists 11 countries where advanced
cooperation mechanisms between network operators exist, namely: Belgium, Finland, France, Germany,
Greece, Lithuania, the Netherlands, Poland, Portugal, Spain, and Sweden.

EDSO feels that a regulation is likely to lead to unnecessary and complicated efforts and bureaucracy at
national level to align the rules to this new regulation, and will lead to considerable additional costs.
This puts one of the principle objectives of this regulation, i.e. reducing the costs of the deployment of
high-speed electronic communication networks, in jeopardy. For these reasons, EDSO believes that a
directive would be preferable to a regulation.

2) Security of electricity supply and network stability

The proposed regulation would have a direct impact on the core business of DSOs. The provision of
information on physical infrastructure not only has implications for the day-to-day operations of the
DSO, but raises significant security questions. Having the proposed level of information on energy
infrastructures collated in such a way will require new security systems to ensure the information is
kept secure and only accessible to a limited number of accredited people. Both collation, security
measures and the coordination of civil works will require considerable investment.

3) Rolesyesponsibilities and costs

DSOs may be interested in having access to the physical infrastructure of communications networks
installed within the DSO’s own electricity network installations and components. The proposed
regulation does not, however, address the topic of reciprocity. In order to create synergies between
network operators and for all parties to reap the full benefits, granting access to physical infrastructure
for network operators should be reciprocal, turning this cooperation into a win-win solution.

If permitted by the regulator, utilities could receive an income from the utilisation of their infrastructure
by telecommunications operators. Additionally, the regulation does not mention the roles and
responsibilities that the different market players should have with regard to network information and
data exchange.

EDSO also feels that the link between this regulation and the existing INSPIRE Directive (2007/2/EC) is
not sufficiently clear. Both will lead to the mapping of utility networks, but it is dubious whether the
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two pieces of legislation complete or duplicate each other and if they will lead to additional and
unnecessary administrative costs, which would defeat the purpose of the proposed regulation. If the
assessment of the two texts proves there is no overlap, a clear explanation of how the mapping
activities under each piece of legislation is to be coordinated is necessary.

4) Worker Safety

Access by workers unfamiliar with electricity safety procedures (i.e. workers from a telecommunications
company) to the components and installations of electricity distribution networks will increase the risk
of incidents and accidents. Working on electricity networks requires specific training, skills, rules, codes,
health requirements as well as the need to adhere to strict safety and environmental standards.
Workers would need to be re-trained to operate as proposed.

EDSO for Smart Grids an association gathering leading Distribution System OperioEectricity
cooperating to bring Smart Gridi®m vision to reality

www.edsoforsmartgrids.eu
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