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Policy Context

Challenge: Network constraints and
curtailments - costs borne by consumers

Opportunity: Demand Turn Up (DTU)

Barrier: Final Consumption Levies (FCLs)

Test removal of FCLs through rebates

DTU Trial

Use trial evidence to inform policy

Long-term policy decision
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Competition Overview R EL S
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= No funding will be
allocated at this stage

= [nformation gathering
for all the subsequent
phases

=  Successful
applicants that meet
the assessment
will be invited to

subsequent stage.
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Phase 1
Invite Only

= Detailed application
with specific
information about the
DTU trial proposition

= Financial details
including all costs

= Agree all the data
sharing requirements
and work with our

\Trial Delivery Partner/

N
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Phase 1
Starts- December

= FSPs will test live DTU
services, share FCL
benefits with
consumers, and
support evaluation

= Findings will shape
future policy and help
assess curtailment
reduction potential.

Next Stage

Dpartment for
Energy Security
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Future Phases

4 )

= Future phases will be
shaped by Phasel
findings and updated
parameters.

= Participation in Phase
1 does not guarantee,
require ,or prevent
participation in future
phases.

/
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Eol - Submission deadline

Phase 1 - Competition Opens

Phase 1 - Grant offering

Phase 1 - Competition Ends

Phase 1 - Starts

Phase 1 - Live Trial Delivery Ends

Phase 1 - Funded Activity Ends

16 /09 / 2026
25 /09 / 2026
Mid-October 2026
09 /10 / 2026

01/12 /2026

May 2028
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Creating an account

Select the radio button that aligns with your organisation type
to apply as the project lead or partner..

For pre-existing businesses and Research organisations

i GOV.UK Innovation Funding Service

EI3LY This is a new service - your feedback will help us to improve it

4 Back

Please signin or create an account

Use Companies House lookup using your company number.
This facilitates our checks later if you are successful.

Academic Institutions

Are asked to enter their name and select from the list of
organisations presented

Create an ac

C'ﬁ'oousé‘ your organisation type

e

Used this service before? New to this service?

Please sign into your Innovation Funding Service If you haven't used the new Innovation Funding Servic:
account. before you will need to create an account.

En

You can lead this application as:

i GOV.UK Innovation Funding Service

O Public sector or charity

If your organisation type is not listed contact the

If your organisation is yet to be formed

You will need to enter your information manually, should you
be successful, you will need to be a registered organisation to
receive funding.

g
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Create an account

Choose your organisation from the list.

funding

=3

Need help with this service? Contact us

If your name is not on this list, you are not eligible for full funding. However, there

Enteryourresearch organisation's details

may be other ways for you to apply for




Application Questions

Application Form Word Count Appendix
Question 1 Applicant location - 400 words No
Question 2 Animal testing - Multiple choice No
Question 3 Permits and licences - Multiple choice No
Question 4 International Collaboration - 400 words No
Question 6 Trusted Research and Innovation - 400 words No
Question 7 Your acceptance of the trial requirements - Multipte choice No
Question 8 Your organisation and customer base - 400 words No
Question 9 Trial design feedback and future phases - 800 words No
Question 10 | Phase 1 proposition and potential delivery 900 words No
Question 11 Phase 1 readiness and delivery 500 words No
Question 12 | Experience and capacity 900 words No
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OFFICIAL - FOR PUBLIC RELEASE

National Security and Investment Act - Overview

Subject to certain criteria, UK applicants are legally required to tell the government about acquisitions of
certain entities in 17 sensitive areas of the economy (called ‘notifiable acquisitions’).
https://www.gov.uk/government/publications/national-security-and-investment-act-guidance-on-notifiable-
acquisitions/national-security-and-investment-act-guidance-on-notifiable-acquisitions

These 17 areas are:

= Advanced Materials = Data Infrastructure

= Advanced Robotics = Defence

= Artificial Intelligence = Energy

= Civil Nuclear =  Military and Dual-Use

= Communications = Quantum Technologies

= Computing Hardware = Satellite and Space Technologies

= Critical Suppliers to Government * Suppliers to the Emergency Services
= Cryptographic Authentication = Synthetic Biology

= Transport

If there is significant uncertainty about whether an acquisition is notifiable, you may contact the government on
investment.screening@cabinetoffice.gov.uk to seek a view or get legal advice from your own sources.

OFFICIAL - FOR PUBLIC RELEASE
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Terms and Conditions

Before you can submit your application,
all organisations in an application must
agree to the draft terms and conditions
for this competition. Please ensure you
share the T&Cs with your legal team at
the earliest possible opportunity.

Please note, there will be specific T&Cs
for this competition and will be uploaded
as soon as we are able. Please accept
these standard ones to be able to submit

Terms and conditions
You must agree to these before you submit your application.

Award terms and conditions

PETNE o KXt ololill &b _Print your application

# Incomplete

& | lagreetothe fullterms and conditions set out by the funding authority. | understand | need to agree to the
final contract if my application is successful.

Agree and continue
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Submitting your application

Customer Support can help resolve any issues you might have when submitting but only if they

are contacted before the deadline.

Once the deadline has passed, your application cannot be submitted.

1713: Net Zero Pre-Commercialisation Support Fund

1838: Environmental Monitoring Innovation

1841: Creative Catalyst 2024

1851: Innovate UK Smart grants: January 2024

1854: UK-Switzerland CR&D Round 2

1864: Feasibility studies for Al solutions: Series 2

1861: Future Leaders Fellowships: round 9, business and non-academic
1880: Resource-efficient or bio-based materials and manufacturing, FS 2
1904: Design Foundations Round 5

1905: DCMS Create Growth Programme Competition 3

1907: Innovate UK Smart grants: April 2024

1918: Ofgem Round 4: Call for Ideas

1929: New Innovators in digital technology, North East England

1894: Women in Innovation Award 2024/25

0
== within_time == |ast_minute
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Editing a submitted application

test
Application number: 242

Competition: 599 Covid de minimis round 2

Application

Awaiting assessment q
b submitted

Reopen <

KL

Remember to press
‘Submit application’

UK Research
and Innovation

Terms and conditions

You must agree to these before you submit your application.

Award terms and conditions

PENEVELGENInlid & Print your application

+ Complete

Department for
Energy Security

& Net Zero

Reopen by clicking here

»
»

Terms and conditions

Award terms and conditions

Submit application

Need help with this service? Contact us

Open all

v Complete o




Pros & Cons of using Al to support you

With the advances in Al technology, it is only natural to use technology to support you in applying to our
competitions. Whilst we don't recommend or advise against it, we would like to make you aware of the
following which could potentially impact your project.

Pros Cons
Removes barriers for people with disabilities and It is not always accurate in its assumptions and can
non-English speakers get things wrong
Allows you to rephrase your content to meet the Al learns from the information you give it as well as
word count in a question what it has already learnt
Ensures all aspects of a question are answered May provide a generic response meaning your

Can aid a better understanding of application could use similar phrasing to others

Al can be detected as non-human as it lacks expression
and insight because it relies on logic to summarise
information based on the question asked

intended/wider market
best practice in project management

complementary technologies and advances in
the industry

expected project impacts
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Useful Information

= UKRI's General Guidance

= |nnovate UK Business Connect’s Good Application Guide
=  Who we fund

= Collaboration Agreement Guidance: Lambert Toolkit

= |nnovate UK: Shaping the Future

Funding opportunities

To find out more about the competitions currently available you can visit either the Innovation Funding Service (IFS) or
the funding finder on the UKRI website. Through these links, you can review the competitions available and decide which
ones may be right for you.

You can sign up to our newsletter to receive all the latest information on our competitions straight to your inbox
or register for email alerts to get page updates from Innovate UK.

The government also offers other opportunities for businesses to get finance and support.

Innovate UK reserves the rights to host competitions on a needs basis and will adjust each competition criteria and
scope accordingly. We may occasionally run closed competitions that are for invited applicants only. These are run based
on the challenge requirement or need.
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https://ukri.innovateuk.org/subscriptionpage?s=innovateuk
https://www.gov.uk/business-finance-support
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If you have any further questions, please contact
RDMAPENnergyMission@ukri.org
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[eIS72) Eligibility and Participation

1.

What project costs are eligible for funding?

o Participating organisations may be able to obtain funding towards eligible trial delivery costs including staff time, customer recruitment,
proposition development, operational process design, dispatch and settlement testing, data handling and supplier-aggregator coordination
where relevant. Further details will be provided in the next stage of the competition.

What are the eligibility requirements for applicants, including any minimum company size, scale or MW threshold?
o Eligibility requirements are specified in the EOl under the ‘Eligibility Tab’ and in this slide pack. There are no additional requirements.
Do applicants need existing assets already participating in flexibility markets?

o As well as complying with the wider eligibility criteria detailed in the EOI, you would need to be active in, or able to participate in, at least
one of the NESO balancing markets, for example, Balancing Mechanism (BM), Demand Flexibility Service (DFS) and Local Constraint
Market (LCM) and have an existing consumer base.

Can an FSP participate in the trial with an existing DTU proposition, or must proposals be new or represent a step change?

o We welcome existing propositions that FSPs are able to deploy to address the objectives of this trial. Given that the trial is delivering an
additional financial stimulus in the rebate of FCLs we would be interested in a demonstration of how that could build on your existing
offer.

Is the trial intended for residential consumers, commercial consumers, or both?

o Both domestic and non-domestic consumers are eligible. We are reviewing whether industrial consumers who are in receipt of schemes
such as the British Industry Supercharger and British Industry Competitiveness Scheme (BICS) will be in or out of scope of the trial and
will confirm this as soon as possible.

Large-scale heat pump systems could provide a significant opportunity for demand turn-up but may require additional thermal storage
deployment. How can the trial support identification of suitable sites where storage could add value?

o This is not a primary objective of the trial. However, it is possible that this trial could help uncover previously unrecognised flexibility

value in existing assets and potentially highlight opportunities for thermal storage in locations where it can reduce renewable curtailment
and make better use of low-cost electricity.

g
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[eIf1) Consortium applications

1.  Are consortium applications permitted?

o At present the application is designed with the intention of single entities being appointed to participate in the trial. However,
If there is a need for a consortium, please provide an explanation in the EQI and this will be taken into consideration when
the full stage application is launched.

2. If an organisation operates as both an energy supplier and an independent aggregator (VLP/VTP), should separate applications be
submitted?
o Please submit a single application, funding cap will apply at the organization/ company level.
3. |If selected to participate in Phase 1, is there an expectation that participants will also take part in subsequent phases of the trial?
o Each phase is independent and will be treated separately. There is no obligation to participate in all three phases.
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(eI Funding and FCL rebates

1.  How should applicants estimate the Final Consumption Levies (FCLs) rebate value when preparing their application? Are the FCLs to be
rebated sufficiently defined for applicants to quantify costs?

o We are working to produce a full list of in-scope FCLs and rates and will follow up with this as soon as possible.

o The rates of in-scope FCLs, the split of consumer type (domestic and non-domestic) and the predicted volumes will inform an estimation
of the FCL rebate value.

2. How will funding be allocated to participants (for example, ex-ante or ex-post)?
o For FCLs, rebates will be provided quarterly based on the previous quarter. All payment terms will be outlined in the Grant Offer Letter.
3. Isthere a prescribed approach for passing rebate benefits through to participating customers?

o Rebates will be paid to participating flexibility service providers quarterly.

o Part of what this trial is looking to test is the kinds of offers that flexibility service providers can make to consumers under a scenario
where a value equivalent to FCLs is rebated. Participating suppliers and aggregators will be required to pass 100% of the rebates on to
participating consumers. However, we welcome views on whether this will cause any delivery concerns and we will keep this under
review.

4. Are batteries eligible to participate in the trial?
o Behind the meter batteries are eligible but grid-scale batteries are not.

g
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[T Trial delivery requirements

1. Will successful participants be expected to respond to all DTU event notifications? Will there be any compliance or performance requirements
associated with responding to DTU events?
o We do not intend to impose any additional requirements beyond what is already set by the markets (BM, DFS). This is a trial where we
are trying to simulate real market structure, therefore imposing additional requirements will present barriers to participating.
2. What data will participants be expected to share during the trial?
o We are still working through the data validation requirements and will provide an update via the invite-only competition for Phase 1.
3. Will the necessary data-sharing and data-processing agreements be in place before Phase 1 begins?
o Yes UKRI and DESNZ will ensure agreements are in place across all parties before Phase 1 commences.
4. Have clear targets or success measures been defined for the trial?
o The trial has three primary objectives:
= The first is on developing an understanding to support a long-term policy position on exempting FCLs for DTU. This is primarily
around understanding what the distributional bill impact of consumer response to DTU would be if FCLs were removed during DTU
events, which requires us to understand the extent of turn-up which is demand shifting and the extent that is new demand
creation.
» The second is on understanding who is most likely to benefit from DTU offerings and where there is opportunity to scale, innovate,
and adapt to benefit more consumers.
» The third is to support consumers with energy bills this winter and beyond.
o Success will be defined by our ability to say that these objectives have been met. DESNZ will use the trial to inform the long-term policy
position with regards to FCLs and DTU.
5. Given that demand response already exists in the market, what forms of innovation are being sought through this competition?
o From a policy perspective how does the market responds to removing FCL and how to design those interesting propositions to
customers. And how do customers respond? s it shifting or genuinely new demand?

&5
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[eIM2 Geography and network

1. Is there a minimum threshold for participation, either at a local or national level?

o Standard rule as existing for DFS (0.1 MW in a zone) and BM (1 MW unit requirement).

2. Is there expected to be DTU demand over winter in England and Wales, or is this primarily an opportunity for Scottish-based assets?
How important is geographic location when assessing applications or awarding contracts?

o NESO will be sharing an update on DFS changes in the coming weeks. DFS will be expanding the scope of non BM constraints
actions beyond the LCM geographical scope, to cover a wider range of constraints across GB. To keep up to date on the
transition from LCM into DFS, we encourage providers to subscribe to the NESO newsletter and check the LCM and DFS
webpages.

o For further information on future transmission constraints, you should refer primarily to the Electricity Ten Year Statement
boundary assessments and associated network studies.

o Data on past constraints costs and locations can be found on the NESO thermal constraints cost area of the data portal Thermal
Constraint Costs | National Energy System Operator

3. Is the point of connection (POC) a consideration in terms of qualifying for participation i.e. could a DNO connected load qualify?

o There are no specific exclusions in DFS or the Balancing Mechanism for distribution connected sites. The trial is focusing on
rebating FCL costs for FCL paying final demand, so the connected load must be paying these costs on demand/site import in
order to qualify for the trial.

g
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[eIS7) Programme governance

1. How and when will the Trial Delivery Lead be appointed? Will there be an open process?
o They will be appointed via an open procurement, which is already at the contract award stage. We expect to appoint the Trial
Delivery Lead in September 2026.
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1111711134 Your project

Phase 1 will focus on delivering consumer propositions at pace and generating initial evidence against the trial objectives. You
must therefore propose propositions that are already operational or can commence live delivery on December 2026 if you
wish to participate in Phase 1.

Your full stage proposition for Phase 1 must:

 Have a grant funding request of up to £3 million

« Last up to 4 months

 Carry out all of its project work in the UK

* Intend to exploit the results from or in the UK

« Start on 1 December 2026 - This is the date from which FCLs rebate payments can be made.
 End by 31 March 2027

We aim to notify successful applicants in October 2026, subject to financial checks.

You must only include eligible project costs in your application. See our overview of eligible project costs.

If your project’s grant funding request or duration falls outside of our eligibility criteria, you must provide justification by email to

support@iuk.ukri.org at least 10 working days before the EOI closes. We will then decide whether to approve your request.

If you project does not meet our criteria and you have not requested justification approval, your application will be made ineligible and it will
not be sent for assessment.
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11111111 Lead Organisation

O

O

* Your organisation must be a UK registered business of any size or not for profit
* You must be a Flexibility Service Provider (FSP) working in the Great Britain electricity sector.

* This includes energy suppliers, aggregators and commercial bodies that directly participate in energy market
who:

Have an existing customer base of domestic or non-domestic electricity consumers, or both

Are active in, or able to participate in, at least one of the NESO balancing markets, for example:
Balancing Mechanism (BM), Demand Flexibility Service (DFS), and Local Constraint Market (LCM)

Have the capability to recruit new and existing customers for the trial

Can design and deliver innovative DTU propositions that would become viable or significantly more
attractive with FCL rebates

Can support research and evaluation activities, including providing energy consumption data, analysis,
and participants contact details for primary data collection

Are willing to engage collaboratively with DESNZ, UKRI, NESO, and the appointed trial delivery partner
throughout the trial.
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111111147 Subcontractors

Subcontractors are allowed in this competition.

« |f you intend to use subcontractors please make this clear in your EOl submission and provide
detalls.

« Subcontractors can be from anywhere in the UK and you must select them through your usual
procurement process.

* You can use subcontractors from overseas but must make the case in your application as to why
you cannot use subcontractors from the UK. You must provide a detailed rationale, evidence of the
potential UK contractors you approached and the reasons why they were unable to work with you.
We will not accept a cheaper cost as a sufficient reason to use an overseas subcontractor.

All subcontractor costs must be justified and appropriate to the total project costs.
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AL Phase 1

The trial will follow an FSP led model which is delivered through real NESO markets.

Participating suppliers and aggregators will:

* Recruit consumers, both domestic and non-domestic, to participate in the trial and invite them to
participate in the research, evaluation and analysis carried out by the trial delivery partner

« Design and market DTU propositions
« Participate in NESQO's in scope markets and deliver in line with relevant terms and conditions
« Work with the appointed Trial Delivery Lead to generate evidence to inform future policy decisions

e Collect and submit data on DTU activity for research purposes, smart meter data, and rebate
eligibility calculation and verification

* Receive FCL rebates for verified demand turn up volumes delivered and claimed through the trial

« Pass through financial benefits to end consumers for turning up demand in response to signals

UK Research
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ETH) Phase 1

The trial will operate within the following NESO balancing markets:

« Balancing Mechanism (BM): Primary market for resolving network constraints

« Demand Flexibility Service (DFS): Recently expanded to include bidirectional flexibility, strong growth
potential. The Local Constraint Market (LCM) is being brought fully into DFS and the market will be able to
address constraints nationally

« Local Constraint Market (LCM): Focused on the B6 boundary, a key constraint area

The trial is expected to focus on areas where the network is constrained and there is significant renewable
generation curtailment, particularly Scotland and East of England, though participation from other regions is
welcome based on system needs. For additional context on network constraints, participants can refer to the
Thermal Constraint Costs data published by NESO, which provides daily costs for relevant network boundaries,
as well as the Electricity Ten Year Statement, which offers a forward looking view of anticipated network
requirements and constraints.
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https://www.neso.energy/data-portal/thermal-constraint-costs

011 %) #1ee ]9 1] Markets & Organisations

DSO flexibility markets are not in scope for Phase of the trial.

o This is because the trial is primarily focused on transmission level constraints and associated
costs.

The trial will rebate FCLs only.

o FSP’s will still be paid by NESO markets based on bids accepted, as per usual market
arrangements. FCL rebates under the trial shall be reimbursed under separate arrangements

Network use of system charges, Balancing Services Use of System (BSUoS), Transmission Network
Use of System (TNUO0S), Distribution Use of System (DUoS) are not in scope.
o Inclusion of BSUoS will be kept under review for future phases.
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011 ) §7(s]: - Projects

We are not funding projects that:

« provide demand turn down or demand reduction rather than verified demand turn up
» operate outside the specified NESO markets

* relate solely to DSO flexibility markets

» seek FCL rebates for consumption that is not eligible, measurable and verifiable under the trial

« seek rebates for BSUoS, TNUoS, DUoS or other charges outside the scope of the trial

« do not pass the financial benefit of FCL rebates through to participating consumers, subject to any eligible
participation costs agreed in advance

« cannot meet the trial's consumer recruitment, data sharing, monitoring, verification, research or evaluation
requirements

e are limited to feasibility studies, technology development or proposition design without live delivery

« deliberately encourage wasteful electricity consumption, gaming or activity that does not provide a legitimate
consumer or electricity system benefit

« provide ongoing operational support or permanent electricity price reductions beyond the trial period

« do not comply with relevant regulatory, consumer protection, subsidy control or financial viability

requirements
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