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1. An introduction to this annex
Scope
The journey to Net Zero will bring many challenges and opportunities to our society. Decarbonisation will trigger
an unprecedented shift in how we live and work, and this brings with it the need to think carefully and act
appropriately to ensure positive economic and social outcomes. This is at the core of the ‘just transition’.
The just transition is both an approach and an outcome. It has no set definition, but builds on global
frameworks for labour, human rights, and environmental action. It seeks to put the impact on our communities
(both urban and rural) at the heart of the energy transition – particularly the risk that parts of our society could
be ‘left behind’ as we move away from fossil fuels to a low carbon economy.
The only meaningful energy transition is a just one. Our investment and actions, for RIIO-ED2 and beyond, will
enhance the services and opportunities that we provide for all our communities. We will work closely with our
stakeholders, to maximise the benefits that we can deliver. Alongside this, we will actively support our national,
devolved and local governments in the delivery of their decarbonisation and just transition programmes.
By developing a just transition strategy for RIIO-ED2, we can act now to support current and future consumers,
inspire our industry partners and other sectors, and help enable a green economy. We intend to shape this
through our just transition principles, the keystone of our future strategy, that will focus our direction and promote
a just transition within the energy sector and beyond.

Key highlights
Our strategic direction for RIIO-ED2 and beyond:

“We will work with the communities we serve to enable a just
transition to our Net Zero future”.
We are committed to helping to deliver wider benefits and positive social outcomes in our communities through
our ED2 activities and investments. We believe delivering a just transition means more than ensuring that the
energy transition does not harm some consumers but extends to enabling all consumers to take advantage of
the opportunities that the Net Zero transition brings.
 We will deliver our just transition proposals with executive-level responsibility.
 We have engaged thoroughly with key stakeholders in developing our just transition proposals, cocreating our plans and continue to tailor our approach to local needs.
 Alongside our Vulnerability Strategy, Customer Service Strategy and Community Energy Strategy our
just transition plans aim to ensure that no one is left behind in the transition to Net Zero.
 We are committing to developing our Just transition Strategy with our stakeholders; we will launch a
consultation in 2022 and publish our detailed strategy at the start of RIIO-ED2 in 2023.

Our RIIO-ED2 commitment to support a just transition:
We will publish our Just transition Strategy by the start RIIO-ED2. We will embed the principles of a just
transition into our business planning throughout RIIO-ED2 and continue to engage our customers and
stakeholders to understand local needs. We will review our progress via an independent annual review.

Benefits
2
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Some of the outcomes of our RIIO-ED2 plan that will support a just transition include:
•

Increased job and skills development opportunities in the communities we serve as we replenish and
expand our workforce, including apprenticeships and craft trainees, hiring from sectors with transferable
skills, and graduate schemes. Further, supporting the depth and breadth of our supply chain through
proactive engagement and collaborative working.

•

Supporting access to low carbon technologies, in coordination with strategic stakeholders such as local
authorities and devolved governments, such as investment in public transport electrification.

•

Providing opportunity for wider community benefits through our £30m Distribution Net Zero Fund, which
has a proven track record of delivering green growth from our ground-breaking ‘Green Economy Fund’
in our Transmission business.

We have not yet sought to quantify the benefits of our just transition approach explicitly, such as by using Social
Return on Investment (SROI) tools as a proxy. Instead, we will develop this as part of our ongoing strategy
development.
You can find more details of how we will maximise benefits for customers and stakeholders in section 7 below.

Customer and Stakeholder Input
Our just transition annex is informed by ongoing engagement with our customers and stakeholders. Over the
last year, we have held two strategic panels on our just transition plans with stakeholders from our SPD and
SPM licence areas. We have also held several in-depth bilateral engagement sessions with key stakeholders,
such as the Scottish Government’s just transition Commission.
Our Customer Engagement Group (CEG) has also encouraged us to more clearly highlight how our RIIO-ED2
business plans have been influenced by, and aim to deliver against, our just transition principles.
You can find a full summary of our engagement on this subject in Annex 3.1 Co-creating our RIIO-ED2
Business Plan with our Stakeholders and Appendix 3.1b: Feedback report – just transition.

Delivering our Plan
As a Distribution Network Operator (DNO), we can’t deliver a just transition by ourselves. This will require
coordinated and collaborative effort to join up national and regional energy system policy along with locally led
plans. But we can leverage our role in the energy system to play our part in supporting a just transition. Focus
areas for our activities include: Customer Service & Vulnerability; Workforce development; Community
engagement; Environmental Strategy; and Innovation. But we can’t act alone to deliver a just transition.
Trust and legitimacy is central to our plans to support a just transition. That begins with extensive engagement
and is sustained by continued open and transparent communication. As we implement our plan, we will
maintain and build on that model of challenge and engagement with a wide and representative set of
stakeholders.
We have included a range of strategies, commitments and initiatives in our RIIO-ED2 business plan that are
aligned to our just transition principles; these are summarised in the table below:
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Signpost for Ofgem’s business plan requirements
There is no business plan requirement from Ofgem in respect of a just transition. However, it is a topic that our
stakeholders clearly support and is referenced by Ofgem in their business plan guidance.
Ofgem do include business plan requirements on areas that contribute to our just transition plans, including
consumer vulnerability, innovation and workforce resilience. These specific requirements are also fully
discussed in the corresponding supporting annexes to our business plan.
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2. What do we mean by a just transition?
The concept of the ‘just transition’ builds on global frameworks addressing climate change, human rights, labour
standards and inclusive growth, having gained prominence since the 1990’s and is embedded in the 2015 Paris
Agreement on climate change. There is no agreed set definition of the ‘just transition’; it focuses attention on the
need to anticipate the social implications of the shift to a low-carbon economy and the increasing impacts of
climate change. It’s about ensuring that social issues are considered in addressing what, on the face of it, is an
environmental issue.
We believe this is best summarised by the following description1:

Climate action + social inclusion = the just transition
The just transition is both a process and an outcome. It will integrate employment, community, affordability and
vulnerability dimensions into the design and delivery of climate action. It will drive high social standards in the
growing low-carbon economy, respond to concerns about potentially ‘stranded’ workers’ and communities in
carbon-intensive sectors, and protect people and assets from intensifying climate impacts. These drivers span
sectors right across the economy, including energy, industry, and communities.
One of the ways to accelerate climate action, and optimise its benefits, is to ensure that it is inclusive. This means
taking account of the risks, opportunities and impacts for different groups and communities, so that no one is left
behind. This is becoming more prominent as we start to address some of the complex issues ahead for
decarbonisation. For example, how we shift whole industries – businesses, staff, supply chains, customers –
away from reliance on fossil fuels.
Understanding the implications, risks, and opportunities, from policy direction allows us to anticipate, prepare and
mitigate some of the adverse consequences. We have seen in the past how structural policy and economic
changes can lead to long-lasting social, economic, and environmental challenges. The just transition makes
these a central consideration in the process. Maintaining the necessary pace and progress to Net Zero will
depend on all sectors of society having access to the benefits from decarbonisation.
As a DNO, our role will become more central in enabling decarbonisation in the future, whether through facilitating
network connections, planning for the future, or serving our customers, particularly the most vulnerable. Most
critically, we know that partnerships with our communities and stakeholders will be essential. As the only DNO
group to operate across all three governments in GB (UK, Welsh and Scottish), alongside cities and local
authorities, we understand the diversity of challenge ahead – and that there is no ‘one size fits all’ solution.
Although the just transition can be discussed in broad terms, we believe that there are three main frames of
reference, from the lens of our role and the wider energy sector:

1
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•

Economic impact – economic improvement through the energy transition is, to us, the primary issue in
respect of a just transition. Delivering economic opportunity and growth, such as new jobs and supply
chain growth, will drive greater prosperity in the communities we serve, particularly those that suffer from
extremes of urban and rural poverty. As a geographically fixed business, the growth of our Net Zero
workforce and expansion of network investment can ensure that economic growth is kept within our
communities.

•

Place – our licence areas cover diverse geographies and include urban centres of Glasgow, Edinburgh
and Liverpool, as well as rural areas in North Wales, the Scottish Borders and Dumfries and Galloway.
A just transition requires different solutions depending on the unique circumstances and requirements of
stakeholders in different locations. For example, we know that the market alone is unlikely to deliver
public EV charging infrastructure in low traffic, rural areas, so we have included proposals in our plan to
ensure that rural communities can access public charging, especially where access to private charging
is limited.

•

Inclusion – the transition to Net Zero will affect all in our society. As a network operator, we can use our
understanding of our customers with close collaboration with local stakeholders to support an inclusive
approach to the just transition. We will do this directly through our vulnerability strategy, where we will

https://sustainabledevelopment.un.org/content/documents/22101ijtguidanceforinvestors23november1118_541095.pdf
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assess how we can best support vulnerable groups in the energy transition. And we can also do this
through partnership and collaboration, delivering a joined-up approach and leveraging the data,
investment and knowledge that we can provide. This is one of the reasons we have created our first
Community Energy Strategy for RIIO-ED2, to support community anchor organisations who can inform
us and other stakeholders on local needs, as well as help to deliver network innovation or energy
efficiency schemes.

The just transition in government policy
The concept of the just transition has grown in prominence in line with Net Zero targets. Many organisations
are involved in this area but, importantly, national governments are recognising the challenges and seeking to
support the just transition through their own frameworks. As the only Distribution Network Operator group in
Great Britain to operate across Scotland, England, Wales, we recognise that each region will have their own
bespoke approaches to the needs of its economy and citizens.
Most directly, the Scottish Government established a just transition commission in 2019, with a remit to provide
practical, affordable, and actionable recommendations for a just transition to Net Zero. Their final report was
published in March 20212. In their response to the report3, the Scottish Government accepted all
recommendations and set out their plans for a future work programme.
The Welsh government have also sought to develop the principles and approaches around the just transition,
particularly through the Well-being of Future Generations (Wales) Act 2015 and the Future Generations
Commissioner for Wales4.

3. Our role in the just transition
What part can SPEN play?
Our vision for RIIO-ED2 is to work with the communities we serve to enable a just transition to our Net Zero
future. Through our actions, we can actively support – both directly and indirectly – the themes and objectives of
the just transition. We are proud of our track record in delivering positive social outcomes, such as through
ground-breaking initiatives such as our Green Economy Fund in our Transmission business, and supporting rollout of public EV charging through project Charge 5 and project PACE6.
RIIO-ED2 presents an opportunity for us to take our ideas and our investment further and support the just
transition in areas such as:
Enabling Net Zero benefits for all our customers
•

Provision of capacity at the right time and in the right place

•

Collaborating with local, regional, and national governments to realise Net Zero targets

•

Supporting equitable access for both public and private low carbon solutions

Customer and community partnership
•

Supporting community energy ambitions

•

Addressing the needs and preferences of our customers and stakeholders in our plans

•

Focusing support on our vulnerable customers, including those that are difficult to reach

Local economic value

2

•

Creating a highly skilled and community-based workforce

•

Driving local economic growth through our value chain

•

Delivering the outputs that our customers and stakeholders want at efficient cost

https://www.gov.scot/publications/transition-commission-national-mission-fairer-greener-scotland/documents
https://www.gov.scot/publications/transition-fairer-greener-scotland/documents/
4 https://futuregenerations2020.wales/
5 https://www.spenergynetworks.co.uk/pages/charge.aspx
6 https://www.spenergynetworks.co.uk/pages/pace.aspx
3
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We have put forward a suite of ambitious initiatives to in RIIO-ED2, with the just transition at the centre of these
outcomes. We are an essential service provider and, as we see the challenges ahead, we have the chance to
be much more; We want to ‘do the right thing’ by our customers and communities. By developing a framework
that will guide our thinking and strategic direction on the just transition, we can also provide act as a beacon for
others in our communities and our industry.
Through our RIIO-ED2 business plan, we aim to create new jobs and economic growth in our communities, both
directly and in our supply chain. We will also endeavour to form inter-sector partnerships and collaborate to
manage long-term issues where responsibilities might overlap, such as Net Zero, public EV infrastructure rollout,
and consumer vulnerability.
We will advocate for a just transition where, for example, this may require changes to policy or legislation. We
will look to facilitate change and 'do the right thing' in areas even where formal responsibility might lie elsewhere
– e.g. pushing government to address issues of equity in access to low carbon technologies. We also know we
cannot act alone and that enabling a just transition will require coordinated and collaborative effort to join up and
deliver national energy system policy and locally led plans.
There are some limits to what we can do as a regulated network operator, operating under a licence. However,
that is driving our ambition in areas where we think we can make a real difference, and which our stakeholders
support. We will act and provide support where we can have the greatest impact within the bounds of our
regulatory arrangement.
For example, our stakeholders have told us that the issue of ‘who pays’ for Net Zero (and the distribution of
energy costs more widely) is an issue that needs to be addressed at a national level. In this respect, it is not
within our legal powers to change the structure of our network charges, which is set by Ofgem’s regulatory model.
However, within our RIIO-ED2 plan, we aim to provide substantial support to low income consumers and help
them take advantage of the energy transition. We also seek to minimise costs by robustly testing our plans for
accuracy and efficiency, publicly reporting on our progress annually.

Our business context
SP Energy Networks is part of the ScottishPower Group, which is wholly owned by our parent company Iberdrola
– one of the world’s largest utilities by market cap. As the UK’s only 100% renewable integrated utility, we can
act as a real driver of change in our industry and across our supply chain.
Arising from the 2015 UN Climate Change Conference, the Science Based Targets initiative introduced a global
framework to show companies how quickly they need to reduce emissions in order to play a full role in climate
mitigation. We’ve worked with the Carbon Trust to set targets aligned to 1.5 degrees across our entire value
chain. We’re committed to reducing our footprint by more than 50% in less than a decade, and the work has now
begun in earnest to look to all our operations and understand how we can intervene to cut fossil fuels.
As a signatory of the EV100 initiative, we’ll also transition to a fully electric car and van fleet by 2030. And we’re
working with our suppliers to gain a better understanding of how we can reduce the carbon footprint arising from
the products we buy.
Ultimately, of course, we know that success depends on bringing our people with us on the journey. That’s why
we’ve completed a comprehensive programme of climate literacy for all of our employees, and why we regularly
engage with our domestic and business customers on how to support them with energy efficiency and low-carbon
solutions.
Our parent company, Iberdrola, has also incorporate the UN’s Sustainable Development Goals (SDGs) in its
overarching business and sustainability strategy7, which is reflected in the strategic direction of the ScottishPower
group. The SDGs are 17 goals (divided into 169 targets) that call for global action to end poverty, preserve the
planet and improve the lives and prospects of all people by 2030. They were approved by the United Nations in
2015 as part of the sustainable development initiative ‘Agenda 2030’. Iberdrola was the only private company
invited to participate in the latest meeting of the High-level Political Forum, whose mission is to monitor the followup of the Agenda 2030 for Sustainable Development.
The overview of Iberdrola’s strategy in respect of the SDGs is summarised in the diagram below:
7
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In November 2021, the chairman and CEO of Iberdrola, Sr. Ignacio Galan, launched the ScottishPower group’s
just transition strategy8 at COP26 in Glasgow. This was developed to ensure the alignment of SP Energy
Networks, the ScottishPower group’s strategy and vision for a just transition. Moreover, this ensures that it is
embedded in the corporate direction of the Iberdrola group.

4. Our Just Transition Principles
To guide us on our journey we have developed a set of ‘just transition principles’ following engagement with our
stakeholders. These are intended to anchor our decisions and actions, particularly as the challenges and context
of the energy transition evolves in the coming years. We will continue to engage on our principles to ensure they
are fully reflective of the challenges and opportunities ahead and remain responsive to where we can make a
real difference.

8
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Our strategic direction for RIIO-ED2 and beyond is to “work with the communities we serve to enable a just
transition to our Net Zero future”. This emphasis on the link between environmental drivers of change and the
social impacts places the just transition at the heart of our RIIO-ED2 plans.
We are committed to turning this purpose into action – helping to deliver wider benefits in our communities. As
we develop, finalise and deliver our business plan, we will continuously challenge ourselves to ensure that we
take into account the full impact of our operations in our strategic direction.
For each of our Justy Transition Principles, we spotlight a case study from RIO-ED1, then outline our key
proposals and actions aligned to that principle in RIIO-ED2

A Purposeful Business
Spotlight: Science Based Targets
As part of the UK’s only 100% renewable integrated utility, ScottishPower, we can act as a real driver of change
in our industry and across our supply chain. Arising from the 2015 UN Climate Change Conference, the Science
Based Targets initiative introduced a global framework to show companies how quickly they need to reduce
emissions in order to play a full role in climate mitigation. We’re committed to reducing our footprint by more than
50% in less than a decade, and the work has now begun in earnest to look to all our operations and understand
how we can intervene to cut fossil fuels. SPEN’s Science-Based Targets for all areas of our carbon footprint are
currently being externally validated, and we will deliver carbon reductions in line with these targets and our goal
to be a Net Zero Carbon organisation by 2035. Furthermore, we will reduce our supply chain carbon emissions
in line with our Science-Based Target and set requirements for at least 80% of our supply chain to set their own
Science Based Targets, in addition to other enhanced environmental sustainability contractual requirements.

Our plans for RIIO-ED2:
Our industry-leading Social Return on Investment tool:
We have adopted a comprehensive social value measurement framework, which incorporates Social Return on
Investment (SROI) modelling (via an Excel-based social value tool) and builds upon traditional cost-benefit
analysis by also measuring and accounting for typically qualitative, social impacts of a project. This is done by
using financial proxies, as well as bespoke social value research to quantify societal benefits that are not
generally monetised.
The method we have adopted incorporates both traditional Cost-Benefit Analysis (CBA) and SROI methods.
Combining these two approaches allows us to demonstrate the total economic value, including both the financial
and social impact of our projects in RIIO-ED2.
SPEN spearheaded industry efforts to standardise the use of this method to quantify the total economic value
delivered by DNO initiatives in 2020/2021. SPEN also recently received an award from the Institute of Customer
Service for the ‘Best Return on Customer Investment’. This award was in recognition for Social Return on
Investment we delivered for our Customers in Vulnerable situations, from the support offered in a power cut to
the additional support services through our network of partners.
This is just the starting point; more must be done to measure and quantify our impact on a just transition. We
note that industry has not yet identified a common approach for appraising proposals considering just transition
ambitions. We envisage significant Whole System benefits from coordination in this area, and will engage with
other network operators, industry bodies and just transition experts to share learnings and develop a common
approach to assessing just transition impacts.

Looking after our environment
We play a critical role in meeting the UK’s ambitious climate change targets and in enabling a just transition to a
sustainable, Net Zero future. While we do this, we must reduce our environmental impacts, increase efficiency
through constant innovation and adapt our world-class, resilient network to withstand the effects of climate
change to deliver sustainable value for current and future customers.
Our Science-Based Targets for all areas of our carbon footprint are currently being externally validated, and we
will deliver carbon reductions in line with these targets and our goal to be a Net Zero Carbon organisation by
9
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2035. To deliver our sustainability goals, we will work in collaboration with peers, supply chain, local
communities, customers and other stakeholders to remove barriers and find solutions. See our Environmental
Action Plan (Annex 4C.3) for full details.

A Whole System approach
Whole System means going beyond the traditional scope of the electricity network to create and realise the
opportunities of an integrated, cross-vector energy system, and developing new ways of working and thinking to
enable this. By adopting a Whole System Strategy, we will take a holistic approach to identifying and creating
value for customers, our business, and the whole energy system, enabling a more efficient, and just transition to
Net Zero.
Our robust strategy will embed Whole System thinking across our entire business, from innovation and
investment decision-making to collaboration with industry partners, stakeholders, customers and parties beyond
the electricity sector. Our strategy is preparing us for the uncertainty inherent in the many potential pathways to
decarbonisation, ensuring that we can create customer value while enabling a Net Zero transition and striving to
tackle fuel poverty, protect the environment, and the improve the wellbeing of our communities. Please see Annex
4A.26: Achieving a step change in Whole System solutions and outcomes.

Building capacity for low carbon technologies (LCTs):
A just transition can only take place if the necessary network capacity exists to facilitate the decarbonisation of
the communities we serve. We have a core enabling role, ensuring that low carbon technologies (LCTs) can
connect to our network when and where they choose, and removing infrastructure barriers to the Net Zero
transition. Enabling LCT uptake leads to economic growth in communities and supply chains (e.g. public EV
charging, district heating schemes), and ensures that decarbonisation can take place at a local level.

Our ‘Strategic Optimisers’ initiative
In RIIO-ED2, we propose to use our extensive network knowledge, as well as our RIIO-ED1 experiences, to
help Local Authorities, and other strategic stakeholders, across the SPD and SPM areas by providing advice
and support to develop their plans for decarbonising heat. We propose to do this by setting up an internal
team of ‘Strategic Optimisers’, who will work with and directly support Local Authorities in the delivery of the
decarbonisation of heat at a local level.
Currently, there is no clear route for Local Authorities to be able to assess network compatibility for their
decarbonisation plans. This creates a difficulty from the Local Authorities’ perspective in trying to explore
Whole System options which could, in turn, create savings that are ultimately passed on to consumers. We
have found in RIIO-ED1 this issue can be resolved through setting up strategic partnerships between our
experienced staff and Local Authorities that serve our licence areas.
Through the Strategic Optimiser role, we will provide upfront, detailed advice whilst ensuring that we are
engaged at the conception stage of Local Authorities’ heat plans. This includes Local Heat and Energy
Efficiency Strategies (LHEES) in Scotland, Local Area Energy Plans (LAEPs) and general local
decarbonisation of heat plans and initiatives. Our detailed network data and modelling can support Local
Authorities to understand which areas are likely to decarbonse first, and where increased support may be
required to ensure areas are not left behind in the energy transition.
See Annex 4A.27 Strategic DNO for more information.

Leaving no one behind in the energy transition
Spotlight: Ensuring fair access for all to electric vehicle charging
Independent research we commissioned for our Zero Carbon Communities campaign forecasts that the UK will
need more than 25 million private and public EV charging points as part of the path to net zero – and it’s essential
that chargers are available not just in private driveways, wealthy high streets and motorway service stations, but
in remote, rural and socially disadvantaged areas too.
10
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That’s why the Project PACE team at SPEN are working in collaboration with Transport Scotland and Local
Authorities to deliver around 180 new public chargers in more than 40 locations across Lanarkshire, targeting
areas and communities where the commercial market has not yet delivered and is unlikely to in the short to
medium term.9 This is targeting an increase in the number of public EV chargers for Lanarkshire communities by
over 200% and increasing the number of public EV chargers in Scotland as a whole by around 14%.
By choosing charging locations that make effective use of the existing electricity network, Project PACE is
expected to achieve between £30,000 and £60,000 average savings on electricity grid connection costs per new
location. This equates to a total of between £1.3million to £2.6million of taxpayer money saved across all the
planned sites. Scaling up the innovative site selection approach across other regions could lead to £26million of
connection savings in Scotland and £310million of the same savings across the UK.
The rollout of public charging infrastructure is vital for ensuring that those consumers without access to private
parking are not left behind in the transition to low carbon transport. Within our business plan, we have proposed
that a new regulatory mechanism is introduced whereby DNOs will act as a Provider of Last Resort for EV Charge
Points to ensure that there is a clear and agile route for ensuring a fair roll out of EV Charge Points where the
market is not likely to deliver.
Research carried out by the University of Strathclyde’s Centre for Energy Policy, supported by SP Energy
Networks, examined the wider impacts of the substantial investment in network upgrades required to enable 99%
EV uptake by 2050 in the UK. The research shows that the transition to EVs through to 2050 could deliver an
additional 30,000 FTE roles across the UK, an increase of 0.16% GDP per annum as well as an increase in
wages (+0.1%), if well-coordinated and supported by economic and policy conditions. Enabling the connection
of charging infrastructure and the rollout of EVs, particularly in areas where the market is not likely to deliver, is
a key role through which SPEN as a DNO can facilitate a just transition.

Our Plans for RIIO-ED2:
Looking after our customers:
A just transition means ensuring that no customer is left behind in the transition to Net Zero. We know that the
Net Zero transition will impact our different customer groups and regions differently, particularly where the
dependency on electricity will change across different types of customers and in different communities.
To protect our vulnerable and disadvantaged customers, we have developed a Consumer Vulnerability Strategy
for RIIO-ED2 (Annex 4B.1). In addition, we propose to provide enhanced support and services for our vulnerable
customers, ranging from energy advice to direct funding initiatives. This is included through our Consumer Value
Proposition proposal for Direct Low Carbon Transition Support to Vulnerable Customers (See our CVP Annex
5C.2).
Our ambition in addressing the situations of vulnerability that may affect any of our customers is to:
•

Safeguard our communities; and

•

Deliver industry-leading value by addressing our customers’ core needs.

Our Vulnerability Strategy turns this ambition into reality by setting out a continuous process of refinement that
starts from understanding the needs of our customers and proceeds to deliver the best possible responses to
these. This process was first introduced in 2015 and is now embedded across our company, translating our
ambition into everyday actions from the front-line to the boardroom.
Over the course of RIIO-ED1 we have built a network of partners across other Utilities and support sector
organisations who, in line with data sharing agreements and built into their service processes, sign up their
customers within our network to our Priority Services Register (PSR), which identifies individuals on our networks
who may need additional support.

Innovating for a Just transition:
We have presented our plans for a programme of Network Innovation Allowance (NIA) projects representing a
total investment of £35m, targeted to enable a just transition to Net Zero. Of our NIA spending, we will dedicate
at least £4.3m to specific consumer vulnerability issues.

9
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To demonstrate how our innovation programme is strategically positioned to drive a just transition to Net Zero,
our Innovation Annex (Annex 2.1) details both our plans and the role we envisage for these areas throughout
the energy transition, as follows:
•

Consumer Vulnerability

•

Electrification of Heat

•

Electrification of Transport

•

Green Hydrogen

•

Power Electronics

Innovation will help ensure a just transition and that no customer is left behind. The impact on consumers in (or
potentially in) vulnerable situations will be assessed for every one of our innovation projects in RIIO-ED2. For
example, our innovation strategy to support the electrification of heat focusses on further research to understand
all the barriers that fuel poor households face, and particularly those faced by vulnerable groups when making
the transition to low carbon heat. We commit to working collaboratively to address just transition challenges
across our innovation focus areas, including with the devolved administrations, local authorities, gas networks,
community groups, energy retailers, and aggregators.

Digital inclusivity:
Digitalisation presents us with an opportunity to be ambitious around improving customer experience and overall
efficiency in many areas, which allows us to deliver more value for our stakeholders. All our contact strategies
will be customer led, using new technologies to automate communication and keep customers informed in ways
that work for them. However, we recognise that we must go much further to make sure the service we deliver
continues to give customers what they need and leaves no one behind in a fair and just energy transition. Not all
our customers are ‘digitally-enabled’, and so will require alternative modes of communication and engagement.
We will proactively contact vulnerable consumers with a personalised telephone call whenever they experience
a power cut, and speak face-to-face ahead of any planned disruption to their power supply to understand their
specific needs and look to put contingency plans in place where possible. One of the pillars of our Digitalisation
Strategy (Annex 4C.1) is ‘Using Digital Technologies to Deliver Enhanced Customer Service’, which includes
providing additional support for vulnerable customers and developing ways they can contact SPEN. For further
detail on our digital inclusion activities, see Annex 4C.1 Digitalisation Strategy.

Together with our communities
Spotlight: Energy Local, Bethesda
SPEN supported the Energy Local project in Bethesda, a community-led innovative solution to address the
problem of selling locally generated energy directly to local people. The project brings together local generators
and customers into ‘Energy Local Clubs’ (ELCs) which then form partnerships with licensed energy
suppliers. Utilising smart meters, consumers benefit from lower bills (between 10–30%) via a tariff which
encourages them to match their electricity use to local electricity generation times. This has led to benefits in
terms of reduced costs for consumers, increased income for local generators, increased local economic resilience
and improved energy system resilience. Our financial support has helped them host events in the community for
current and potential members of the energy club, and the success of the model has resulted in a further 18
ELCs currently in operation, benefiting communities and providing increased network resilience across England
and Wales.

Our Plans for ED2:
Working with our communities:
A strong, resilient community energy sector is essential to achieving a just transition and meeting the UK
Government’s 2050 Net Zero target. Community anchor organisations and the community energy sector are
uniquely placed to help decarbonise our economy and deliver a green recovery that is both fair and equitable.
There is a real risk that changes in energy production, distribution and consumption could exacerbate existing
socio-economic inequality and further disadvantage already vulnerable groups. Community energy organisations
12
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place people, social justice and equity at the heart of their projects and focus on upskilling communities, creating
green jobs and tackling fuel poverty. As such, community energy projects are vital for facilitating a just
transition where no one is left behind.
Our RIIO-ED2 Community Energy Strategy (Annex 4B.3) sets out our plan to facilitate an increase in the number
of new community energy projects across our licence areas during ED2. It builds on our ongoing Zero Carbon
Communities work over RIIO-ED1 and embeds community energy in to our 2023-2028 investment and delivery
plans.
Table 1 Community energy benefits
Type of benefit
(may be applicable to
other categories)
Social
Network transition &
resilience
Network transition &
resilience

Benefits of SPEN’s proposed community energy activity and investment
relating to the just transition of our networks

Increasing capacity, education and awareness of our Community Anchor
Organisations who in turn will be better able to:
Add value as trusted intermediary for local householders/communities’ engagement
with SPEN and the broader energy system.
De-risk delivery/increase efficiencies of our plans for roll out of network innovation
(e.g., large-scale flexibility); upgrading properties with looped electrical service
connection; support EE delivery projects ahead of network investment at rate and
scale required for net zero

Network transition &
resilience

Meaningfully inform our Just transition Strategy by feeding into our investment/delivery
plans with crucial local knowledge and sensitivity

Network transition &
resilience

Develop and lead local energy projects providing a source of network generation,
demand and/or flexibility.

Network transition &
resilience

Take forward community energy schemes and provide up to 2.2m homes with 5.3GW
of renewable energy by 2030 (Assumes 34% annual growth rate WPI Report 2020)

Network transition &
resilience
Network transition &
resilience

Pilot new local energy approaches for network management
Provide improved data on community energy & local network supply/demand
matching to better inform SPEN (including our DFES modelling) /Ofgem/Policy

Social / Environmental Reduce local carbon emissions and improve local health and wellbeing
Economic / Social

Create green jobs and increase local skills tailored to local needs

Economic / Social

Address local fuel poverty through supporting energy efficiency schemes, providing
tailored advice and bulk buying discounts

Economic / Social

Improve cost efficiency of local energy bills and increase resilience against energy
price increases through provision of local energy, innovation, or energy efficiency

Economic / Social

Ownership of community assets, ability to borrow and lend funds to other community
schemes via owned assets

Economic / Social

Increased local income streams from community energy business models

Network transition &
Further strengthen community cohesion and ability / ambition to propose and take
resilience / Economic / forward more community projects and meaningful business models relevant to local
Social
network conditions

13

RIIO-ED2 Business Plan

Distribution Net Zero Fund
Our proposed £30m Distribution Net Zero Fund will support low-carbon projects within our licence area. The
fund will be aligned to Scotland’s, Wales’ and the UK’s Net Zero aims whilst supporting our cities and local
communities’ decarbonisation ambitions. The fund will create positive environmental benefits, deliver strong
social value, support the most vulnerable in our society, generate shared learnings and boost local economic
growth.
We are ring-fencing 25% of the fund for community projects, to support a sector that has a key role in
delivering a just transition. We will ensure that a just transition is considered in all our funding decisions. This
will be one of the main priorities for the fund, and we will ensure that we have an expert in this area on our
external funding panel to ensure that projects considered are aligned to our Just transition Principles.
See Annex 4B.4 Distribution Net Zero Fund for more information.
Working with our supply chain:
50% of our current suppliers are solely locally based within our licence areas, and 98% of our suppliers have a
local base. Our procurement strategy in RIIO-ED1 has been to move away from tier one to tier two suppliers.
This means moving away from large UK / multi-national companies to more local suppliers by developing what
where previously sub-contractors into direct contractors. Through this model we have increased competition and
grown businesses locally. In RIIO-ED2 we are continuing this approach and are engaging extensively with our
supply chain as we prepare to deliver our plan.
Through our benchmarking during our tender processes we can also demonstrate this strategy is cost effective,
so as well as being an effective community-based approach, it is also one that is commercially sound and delivers
local growth efficiently.
Sustainability must also be central to our suppliers, as it is to our business. We will reduce our supply chain
carbon emissions in line with our Science-Based Target, and 80% of our supply chain by value will meet
enhanced environmental sustainability contractual requirements and will set, or be in the process of setting, their
own externally validated Science-Based Targets. We will create new environmental roles within our business to
drive improvements in our supply chain, Scope 3 carbon reductions and environmental regulation and
compliance.

Employment opportunities / re-skilling technical workforce:
Our new investment requires workforce growth, in addition to recruiting for retirement. Our Workforce Strategy
commits to inclusive recruitment from the communities we serve.
We will grow our own talent from the communities we serve through a blended approach of multiple inclusive
trainee and up-skilling programmes and direct recruitment, to achieve a safe, skilled workforce. Our programmes
such as the Craft Apprenticeship Programme, Adult Craft Trainees Programme, Breaking Barriers, and STEM
Returners, ensure inclusive recruitment from within our communities, at all stages of a career.
To support a just transition, we have a key role in ensuring that skilled individuals in non-renewable energy have
the opportunity to use their skills and experience in green jobs. Our Operational Engineer programme is a
conversion programme for engineers from related industries, with a focus on gaining network knowledge,
experience and operational authorisations for working on our network assets.
See Annex 4C.4 for our Net Zero Workforce Strategy that will deliver:
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•

An efficient workforce that is more diverse more resilient with a broader range of skills capable of
delivering our business plan and ensuring a just transition

•

Improved collaboration with our communities supporting high value local jobs and cultural sustainability
within our licence areas

•

Increased opportunities to access employment for disadvantaged groups through just transition
principles
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Sharing knowledge and opportunity
Spotlight: Breaking Barriers
Our award-winning Breaking Barriers programme is delivered in partnership with The University of Strathclyde
and Enable Scotland. It includes access to mainstream university, where learners study for a Certificate in Applied
Business Skills at Strathclyde Business School, a graduation ceremony and an eight-week work placement within
the company. The programme supports young people with learning disabilities, providing equal opportunities to
access university courses and supported work placements. The programme aims to raise aspirations for people
who have a learning disability and provide equal opportunities to access university.

Our Plans for ED2:
Sharing data:
As well as meeting our regulatory and legal obligations on data, we are committed to driving Whole System
benefits and innovation through the sharing of Open and Shared Data, subject to appropriate data governance.
We will endeavour to leverage best practice exemplars and industry standards to supporting data exchange
externally with a range of stakeholders. This will enable our industry to move beyond bilateral data agreements.
Our activities will encompass specific projects such as ‘Flexr’ and enhance the associated processes and
systems to facilitate the sharing of data including Dynamic Purchasing / Commercial Management System(s) to
deliver new commercial systems to support the contracting of flexibility. See our Data Strategy (Annex 4C.2) for
further detail on how we will develop data gathering and sharing in ED2.

Innovation collaboration:
Collaboration is essential for enabling innovation. This includes projects within our NIA portfolio that are
collaborative with other networks, as well as future innovation projects – this allows us to share knowledge, and
jointly steer new developments for the benefit of the industry as a whole. We are actively engaged with several
forums that facilitate these collaborations, in addition to academic and European collaborations.
We will continue to continuously engage with vendors through trade events and dedicated meetings to assess
the innovation in their product roadmaps. Where appropriate, we will adopt innovative solutions applicable to our
business. For example, we have driven product portfolio development with vendors through constant
engagement with them on topics such as SF6 free switchgear and monitoring & control applications. By sharing
our needs and innovation focus areas with our supply chain, we aim to enable innovation that can drive Net Zero
and deliver value to our customers.
Iberdrola’s Global Practice Groups (GPGs) across the networks run by Iberdrola promote exchange of ideas and
innovation among representatives from companies from across the globe. The GPGs promote best practice
adoption and sharing among countries and enhance global innovation across a range of technical topics across
the business, focusing on driving efficiency and sustainability.

Diversity and Inclusion:
The Net Zero transition will impact everyone in society and a just transition requires that the decision makers and
workforce within the energy industry are reflective of the communities they serve. A diverse workforce brings a
huge number of benefits and SPEN is working to increase diversity and improve the information we have on
characteristics including age, gender, ethnicity, disabilities, sexual orientation and religious beliefs. In time
this data will help us to report pay gaps beyond gender, monitor development and attrition trends across a range
of characteristics (including ethnicity, disability and sexual orientation) and measure the effectiveness of our D&I
initiatives.
Our industry has historically struggled to attract women. We have worked hard during RIIO-ED1 through our
action plan to increase the number of women in key STEM and senior management roles. We have increased
women in STEM roles from 20% to 30% in RIIO-ED1, and increased women in senior management roles from
13% to 21%. We still have a way to go in attracting women to STEM and leadership roles.
As part of both our Diversity and Inclusion strategy and our attraction strategy, we launched Inclusion at
ScottishPower. This is a dedicated section of our careers site detailing our commitment to building an inclusive
culture. The site covers four areas:
15
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•

Employee Led Networks

•

A New Way of Working

•

Community Programmes

•

Gender Pay Reporting

Delivering our just transition approach
A just transition will not happen quickly; it needs a framework and approach that ensures ownership and
transparency. We will ensure executive-level responsibility for our plans to support a just transition. We set out
below the key building blocks of our approach to delivery, and commit to publishing our just transition Strategy
by the start of ED2 in 2023. As we do this, we will engage in an ongoing dialogue with our stakeholders and the
communities we serve, enabling us to adapt and evolve our approach to delivery and take advantages of future
challenges and opportunities. We will launch a consultation on our just transition Strategy in 2022.

5. Maximising benefits with our just transition
approach
Supporting a just transition is embedded across all areas of our Business Plan. This ranges from limiting the
need for network reinforcement using flexibility, to directly supporting our vulnerable and fuel-poor customers
through our Vulnerability Strategy. Because the just transition has been a core focus of our plan, it is not
straightforward to disentangle just transition benefits from the benefits of the wider plan. However, the table below
highlights the benefits associated with areas of focus areas that we expect to be key facilitators of a just transition
in our licence areas in RIIO-ED2.
Table 2 Benefits associated with our key just transition deliverables:
Focus Area
Distribution
Zero Fund
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Net

Annex
Reference

Description

Benefits

4B.4

£30m DNZF fund will support low-carbon
projects within our licence area whilst
supporting our communities’ decarbonisation
ambitions and vulnerable consumers. We will
ringfence 25% of the DNZF for CE projects.

£30m
fund
directly to low
carbon
and
vulnerability
projects

RIIO-ED2 Business Plan

Community Energy
Strategy
and
Bespoke ODI

5C.5

SPEN will provide direct CE project support
via our Community Energy Advisors, and
partner with local organisations to deliver CE
awareness and outreach campaigns. SPEN’s
performance measured via CE ODI.

Up to £45.65m
benefits directly
attributable to
SPEN’s activity.

Advice
Services
Bespoke ODI

5C.5

Bespoke ODI to provide support to any
customer to reduce residential or business
energy costs, drive efficiency and access the
benefits of the low carbon transition.

Up to £33.2m
benefits
associated with
ODI delivery.

CVP1: Direct Low
Carbon Transition
Support
to
Vulnerable
Customers

5C.2

Twin proposal to fund technology to reduce
energy demand for 40,000 of our most
disadvantaged customers (average bill
saving of £100/year), and to increase uptake
of smart meters for hard-to-reach customers.

£7.4m
net
benefit
associated with
CVP delivery.

Vulnerability
Strategy

4B.1

SPEN will provide proactive and tailored
services based on customer preferences and
needs, delivering focussed support to
vulnerable customers that is easy to access,
saves money and decarbonises.

Extensive
benefits
outlined
in
Annex 4B.1.

Strategic
Optimisers

4A.27

SPEN’s Strategic Optimisers will work with
and directly support Local Authorities in the
decarbonisation of heat at a local level,
enabling optimal, cost-effective delivery.

Extensive
benefits
outlined
in
Annex 4A.27.

EV Optioneering

5C.2

We will work with 37 of our Local Authorities
to identify where there is no market interest in
installing public EV charging infrastructure
and where households have limited off street
parking or personal charge points.

£11.3m
net
benefit
associated with
CVP delivery.

Whole
Planners

4A.26

Whole System Planners will develop optimal
solutions across T&D and wider strategic
partners and ensure that non-network
solutions are considered from the outset.

Net
benefit
range of £8.5m
to £49.1m in
ED2.

4C.4

SPEN commits to investing in its people and
the communities it serves, creating new
opportunities through inclusive trainee and
upskilling programmes.

Just transition
benefits
detailed
in
Annex 4.C4.

Systems

Net Zero Workforce
Strategy

We have adopted a comprehensive social value measurement framework, which incorporates Social Return on
Investment (SROI) modelling (via an Excel-based social value tool) and builds upon traditional cost-benefit
analysis by also measuring and accounting for typically qualitative, social impacts of a project. This is done by
using financial proxies, as well as bespoke social value research to quantify societal benefits that are not
generally monetised. We have used our Social Return on Investment (SROI) tool on all of the bespoke proposals
in our Business Plan. This has enabled us to select the activities that deliver the greatest social benefit per pound
of consumer money spent.
We have also implemented our own Consumer Value Proposition (CVP) test as a tool for shortlisting and then
selecting which bespoke proposals are included in the plan. This test includes assessing the degree to which the
CVP proposal addresses a specific customer and/or stakeholder need, and a high-level assessment of the
distributional impacts of our proposals. We will develop this further through 2022, which will establish the
methodology we will follow for assessing the impacts from our just transition proposals.
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6. Next Steps
We will continue to develop our just transition thinking into a formal strategy over the next few months with our
customers and stakeholders. During this time, with their input, we will also look to build on our social impact
tool so that we will be better equipped to assess and report on the non-economic impacts of our Just Transition
Strategy. We welcome any thoughts or feedback on the activities outlined in this document via
riio_ed2@spenergynetworks.co.uk.
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