National Grid Standard NIA/ NIC Contracting Position

1.

Background

This paper sets out National Grid’s standard approach on certain key commercial issues to all its Network
Innovation Allowance (NIA) or Network Innovation Competition (NIC) funded projects and includes details
of why National Grid assumes this approach as well as including details of all National Grid’s “must have”
positions.

For the purposes of this paper “Governance Documents” refers to NIA or NIC governance

documents.
Parties considering collaborating with National Grid where NIA or NIC funding will be used for the project,
should consider these positions and notify National Grid as soon as possible with any concerns and
challenges it sees in respect of these positions.
Before entering into contracts using NIA or NIC funding the context of these funding streams should be
considered. Innovation is a key aspect of RIIO (Revenue = incentives + innovation + outputs). The model
is designed to ensure Network Licensees innovate as business as usual. However, due to the nature of
innovation, some research and development has a level of business or investment risk which means some
Network Licensees may be unwilling to fund such research and development. Therefore, NIA and NIC are
short to mid-term funding streams designed to embed innovation as a cultural change.
The purpose of NIA is to encourage Network Licensees to innovate by addressing issues associated with
the development of their networks and the purpose of NIC is to address issues associated with the move
to a low carbon economy and the wider environmental benefits to customers. NIC is for larger flagship
innovation projects and is therefore a competitive process to be awarded funding, whilst NIA is to fund
smaller innovation projects or the initial preparatory stages before applying for NIC funding and is therefore
a set annual allowance.

Both are intended to deliver benefits to customers and a key issue is the

dissemination of learning to other Network Licensees so that all Network Licensees can deliver the greatest
benefits to customers.
For both NIA and NIC the Network Licensees are required to comply with the NIA and NIC Governance
Documents (as applicable) as though it forms part of its licence.

Compliance with the Governance

Documents does not remove the requirement on the parties to comply with relevant legislation such as
Competition Laws or Procurement Laws. Ofgem can audit NIA and NIC projects at any time. Consequences
for the Network Licensees of not complying may result in loss of funding, fines and loss of licence.
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