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SHAPING SMARTER GRIDS FOR YOUR FUTURE

Powering Europe’s Ambitions:
E.DSO priorities for an affordable,
future-proof distribution grid

Brussels, 4 March 2026

Europe’s competitiveness and climate goals rest on the capacity of distribution grids to integrate
renewables, new demand and active costumers, as well as support the electrification of mobility,
heating and industry. Electricity distribution system operators (DSOs) must therefore be able to
plan, invest and deliver at a pace that matches Europe’s political ambition. The coming years will
be decisive, from the implementation of adopted legislation to the shaping of the next Multiannual
Financial Framework (MFF). E.DSO advocates for the following key priorities:

1. Unlocking investment: Regulatory certainty and predictable financing

2. Faster permitting for grid infrastructure

3. Cost-reflectiveness provides affordability: Non-discriminating and efficient tariffs for
all

4. Digitalisation and modernisation: Smart grids for real-time management
Addressing critical workforce shortages: A European Grid Academy for skills

6. Resilient and secure distribution grids infrastructure - including European supply
chains for critical grid components

7. Electrification and flexibility

1. Unlocking investment: Regulatory certainty and
predictable financing

For Europe’s competitiveness and climate goals, electricity DSOs need a regulatory framework
that combines long-term predictability with the capacity to adapt to material economic or policy
changes. Short regulatory cycles, frequent or unstructured changes to tariff methodologies and
uncertainty around cost recovery undermine long-term planning of grid investments and
financial strategies. Predictable and sufficient remuneration - including the specific recovery of
delivery costs for grant-funded initiatives - is not an administrative preference but a condition
for delivery, including in periods of changing economic or policy conditions. Liquidity also
matters: delays in approvals, slow true-ups or uncertain cost recognition can constrain even well-
justified investments, particularly during periods of elevated investment needs.
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Regulatory frameworks should provide a planning horizon that supports financial ambition,
combining multi-year visibility with flexible and appropriate adjustment mechanisms. Forward-
looking Weighted Average Cost of Capital (WACC) methodologies must reflect real financing
conditions and sector-specific risk. Regulatory Asset Base (RAB) valuation should remain aligned
with technical lifetimes, while working-capital allowances, timely true-ups and stable access to
liquidity are necessary for investment peaks. Automatic or standing approvals for standard
investment categories are essential to avoid administrative bottlenecks. In addition, anticipatory
investments must be recognised and fully recovered. The long-term economic benefits of
investing in advance outweigh the costs of congestion and curtailment. Tariff methodologies
should cover total energy system costs over time, not impose artificial constraints on expenditure
within a single regulatory period.

To maintain delivery certainty, we call for:
e Predictable regulatory frameworks, that provide sufficient remuneration for DSOs
e Multi-year regulatory periods with flexible and appropriate adjustment mechanisms
e Predictable WACC methodologies and aligned asset valuation
e Fair, risk-reflective WACC, early RAB inclusion and neutrality between CAPEX and OPEX
e Timely regulatory approvals

e Theimplementation of remuneration mechanisms for grant-funded delivery - such as the
possibility to receive regulatory depreciation on assets funded by grants - to ensure that
DSOs can execute these projects without undermining their financial viability or their
capacity to undertake RAB-remunerated investments

e Stable, transparent frameworks supporting anticipatory investment without retroactive
changes.

Unlocking the investment needed to reinforce, modernise and digitalise Europe’s distribution
grids requires significant and targeted support, with EU funds under the next MFF serving as a
crucial piece of the puzzle. Electricity grids are essential to competitiveness, security of supply,
electrification and renewable energy sources (RES) integration, so EU funding instruments must
provide dedicated, predictable and accessible support. This requires coherence in the MFF
between Horizon Europe, the European Competitiveness Fund (ECF), the Connecting Europe
Facility (CEF) and the National and Regional Partnership Plans (NRPPs), along with clear
prioritisation of electricity infrastructure within them.

Funding must also reach grid projects effectively. Smart Electricity Grids (SEGs) should remain
eligible for Projects of Common Interest (PCI) status and CEF support, with a dedicated window
under CEF3. Projects of Mutual Interest (PMI) eligibility should be extended to SEGs to facilitate
cross-border digitalisation, flexibility and system efficiency. Regulatory frameworks must exempt
grants from taxation and implement remuneration mechanisms for grant funded delivery, such
as allowing depreciation for capital expenditure (CAPEX) financed by grants. Internal workforce
costs for delivering these projects could also be recovered via a dedicated premium. This would
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prevent grant-funded initiatives from becoming ‘non-remunerated’ projects that compete for
scarce resources.

Distribution grids should remain top priorities in NRPPs, and a defined share of the ECF’s Clean
Transition window should support DSOs.

To ensure EU funds work as intended, we call for:
e Maintaining the proposed CEF budget of €30 billion in the final MFF agreement

e Ensuring that CEF Energy continues to prioritise electricity infrastructure and avoid
broadening the scope to unproven technologies

e Maintaining the SEG category within the PCI framework with dedicated earmarking for
DSO-led projects

e Reversing the current ineligibility of SEG projects for PMI status under TEN-E

e Removing regulatory and fiscal barriers that prevent DSOs from benefiting from EU
funding

e Ensuring that distribution grids remain top priorities in NRPPs and receive a defined ECF
share

e Ensuring coherence between Horizon Europe, the ECF, the CEF and the NRPPs

Unlocking investment requires consistent signals across planning, regulation and funding.
Europe’s aims are clear; the conditions enabling delivery must now be secured.

2. Faster permitting for grid infrastructure

Permitting remains one of the largest bottlenecks to grid development. Procedures must be
simplified, digitalised and made fit-for-purpose, with adequate administrative capacity to handle
growing volumes. Concepts such as Overriding Public Interest, entailing a shorter permit granting
timeframe, as well as a streamlined environmental impact assessment, beyond infrastructure
aiming at connecting renewables, must be extended toall distribution grid infrastructure
essential for connecting demand facilities leading to electrification. EU requirements, previously
under the revised Renewables Directive (Articles 15e and 16f), for the sole purpose of connecting
renewables, and now, importantly with the proposed amended Article 8 of the Electricity
Directive (EU 2019/944) under the new European Grids Package, must be quickly implemented
in all Member States and extended to all distribution grid infrastructure essential for
electrification, including the modernisation and reinforcement of existing grid infrastructure.

Connection regimes must evolve alongside permitting. Capacity bottlenecks require readiness-
based approaches instead of _‘first come, first served’ methodologies. Member States should be
able to manage and accelerate connection queues_based on clear and transparent criteria, such
as public interest, project maturity and the grid-friendly nature of the project. It should be defined
at Member State level, by the national regulator, with the DSOs implementing the defined criteria.
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Milestone-based queue advancement and sufficiently front-loaded or staged guarantees can help
reduce speculative applications, and ghost projects. Tools such as the ‘use-it-or-lose-it’ principle,
reservation or capacity-based grid fees, and window-based application acceptance should be
available. Appropriate approaches for RES, storage, heat pumps and Electric Vehicle (EV)
charging could be introduced by regulators in order to improve integration and reduce
curtailment. Flexible connection agreements should be deployed fully by removing remaining
national barriers and introducing effective incentives to DSOs.

To ensure European competitiveness and the success of the energy transition, we also need to
accelerate the growth in network capacity, by accelerating transmission infrastructure so that
TSOs can meet the needs of DSOs and DSO customers, and by ensuring efficient coordination
between TSO and DSO, innovation and optimisation of capacity. It is recognised that distribution
and transmission networks currently lack the physical power capacity to connect all existing
needs and the growing demands of the energy transition. We call for:

e Simplified, digitalised and proportionate permitting with adequate administrative
capacity

e Full and rapid implementation of EU adopted permitting rules, and extension of
Overriding Public Interest - as proposed in the EU Grids Package - to all distribution grid
infrastructure essential for electrification, including the modernisation and
reinforcement of existing grid infrastructure

e Improved connection criteria with milestone checkpoints and economic guarantees

e Full deployment of flexible connection agreements with the necessary incentives for DSOs
to plan and operate this new scheme

e Acceleration of the growth of network capacity, by recognising the need for further
network development (transmission and distribution) and by facilitating the innovation
and optimisation of grid capacity.

3. Cost-reflectiveness provides affordability: Non
discriminating and efficient tariffs for all

Affordability and grid readiness depend on regulatory frameworks that support prudent
anticipation rather than reactive investment. The long-term economic benefits of investing in
advance to avoid future congestion and curtailment far outweigh any potential costs stemming
from temporarily under-utilised assets. Tariff methodologies should cover long term energy
system costs over time, not impose damaging constraints on expenditure within a single
regulatory period.

Grid tariffs should reflect the actual cost of providing network services to different users. In
electricity distribution grids, costs are strongly dependent on network usage and are driven
primarily by peak demand rather than by average electricity consumption. Grids must be
dimensioned to handle maximum simultaneous demand considering the redundancy needed for
system security, which requires larger transformers, thicker cables, additional substations and
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reinforcement of entire network sections even where overall energy consumption is low. Tariff
methodologies that reflect these cost drivers provide a non-discriminatory basis for cost
distribution and incentivise cost-efficient behaviour by network users. They should optimise total
energy system costs over time and avoid artificial effects within a single regulatory period.

We call for:

e Regulatory certainty - which will play a fundamental role on the development of the
electricity grid of the future. The current uncertainty is impacting the decisions on the
long-term investments.

4. Digitalisation and modernisation: Smart grids for real-time
management

Digitalisation is the key enabler of modern grids, enabling efficient planning, automation, asset
management and the integration of flexibility with observability and controllability. Currently,
there are some misleading messages in regard to incentivising non-wired solutions or grid
enhancing technologies (GETs) or for DSOs “to make the best use of existing infrastructure”. DSOs
are already making the best use possible of existing grids to the degree that current regulation
allows and fully support the ‘efficiency first’ principle. Building new lines is the optimal decision
in many situations, and it is misleading to frame the choice as one between deploying grid-
enhancing technologies (GETs) or constructing new infrastructure - often, both are necessary
within the same network project. Grid-enhancing technologies improve the efficiency of existing
assets, but in most cases complement rather than replace the need for new lines - indeed, new
lines can make better use of GETs, though of course, GETs also can be highly effective when used
with existing infrastructure. It is essential to combine_timely investments in modernised
infrastructure assets with smart digital solutions.

Return mechanisms for digitalisation and innovation should recognise RAB inclusion over
corresponding economic lifetimes, performance-based incentives, accelerated depreciation, risk
mitigation for unsuccessful innovation and EU co-funding for projects with global value. Al and
digital tools must be governed through proportionate, principles-based regulation that avoids
excessive liability or prescriptive technical and administrative requirements. Risk assessments
should reflect the criticality of applications. Sandboxes and safe-harbour provisions can support
deployment without compromising safety.

DSOs must remain neutral facilitators of data access, ensuring secure handling while enable third-
party innovation under customer control. Europe should focus on interoperable national energy
data spaces with strong privacy protection and embedded EU legal compliance by design - DSOs
are already working in EU-funded projects to achieve this. Coordination gaps with data-centre
developers and Transmission System Operators (TSOs) must be closed through better
information sharing.

We call for:

e The continuation of raising awareness on how DSOs make use of grids enhancing
technologies and allowing DSOs to tailor these solutions to local grid specificities
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e The adoption of proportionate, principles-based and risk-reflective digital and Al
regulation, with sandboxes and safe-harbour provisions

e The implementation of an incentive mechanisms that reward demonstrated efficiency
and innovation

e A pragmatic and business-friendly data-space approach focused on interoperability,
privacy and tangible use cases.

5. Addressing critical workforce shortages: A European Grid
Academy for skills

Delivering the energy transition requires a workforce aligned with the scale of investment. The
EU should strengthen cooperation with education providers, expand training pathways and treat
electrification as a strategic skills priority.

A dedicated EU Grid Academy under the Net-Zero Industry Academies should coordinate national
initiatives and develop grid-specific curricula. A European Energy Careers Campaign would raise
visibility of technical roles. Gender diversity needs concrete action, well-designed unconscious-
bias training and funding for cultural change. An EU-wide certification scheme for energy
professionals would support mobility and consistent competency standards. A European Skills
Intelligence Observatory should prioritise granular energy-sector data. A dedicated “Al in
Energy” programme should scale innovation hubs and ensure training reflects evolving digital
and Al needs.

We call for:

e An EU Grid Academy, a European Energy Careers Campaign and comprehensive gender-
diversity measures

e AnEU-wide certification scheme and a Skills Intelligence Observatory prioritising energy-
sector data

e A dedicated "Al in Energy" programme and updated training aligned with digital
deployment

6. Resilient and secure distribution grids infrastructure -
including European supply chains for critical grid components

Grid deployment relies on stable access to transformers, cables and digital equipment. Europe
must strengthen supply-chain resilience and strategic autonomy. Procurement rules should allow
DSOs to consider resilience, security, sustainability, and innovation (non-price criteria), not only
lowest cost, supported by industrial policy and greater standardisation where appropriate.

Climate resilience is part of strategies to safeguard Europe’s security, preventing and preparing
for the growing impacts of climate change. DSOs need a regulatory framework that acknowledges
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anticipatory investments with recognition of CAPEX and OPEX for adaptation measures,
predictable remuneration, with incentives when needed, and access to EU instruments such as
European Investment Bank (EIB) guarantees. Traditional reliability metrics do not capture severe
events; resilience indicators covering redundancy, robustness and recovery are required.

Furthermore, grids are exposed to a wide range of risks, from climate change to physical and
cyber threats. As recognized by the Directive on the resilience of critical entities (CER Directive)
and the Directive on measures for a high common level of cybersecurity across the Union (NIS 2
Directive), electricity grids are sectors of critical relevance for the security and wellbeing of the
EU, and their resilience and security should be ensured accordingly.

Investments in grid resilience, if properly designed and promoted, can often strengthen grid
infrastructure against several risks - e.g., extreme heat, flooding, direct physical attack. This
should be taken into account by European decision-makers and Member States, particularly in
the context of the renewed push to strengthen Europe’s defence and security against external
threats.

We call for:
« Procurement rules that factor in resilience, security, sustainability, and innovation

e Regulatory frameworks recognising, without bias, CAPEX and OPEX for adaptation,
supported by EU financial instruments and dedicated incentives when needed

e Security CAPEX: Cyber-resilience costs must be recognized as ‘prudent investment’ with
a dedicated recovery mechanism, distinct from standard IT OPEX.

e Tariffs and regulatory provisions that incentivise and recognise investments made by
DSO to increase grid security and resilience

e EU funds for climate change adaptation, resilience and for security and defence open to
support initiatives by electricity DSOs

7. Electrification and flexibility

Distribution networks play a crucial role in connecting the largest share of new electrified loads
and distributed renewables. The 2030 and 2040 climate targets rely heavily on distribution
networks for renewable energy, electromobility, small and medium enterprises, storage, data
centres, and heat pumps. Unlocking the full potential of electrification will require considerable
investment in grid infrastructure and distribution systems in order to ensure the availability of
sufficient network capacity.

To ensure fair and competitive electrification, technological neutrality must be a prerequisite,
focusing on electricity as the core energy source. In order to achieve electrification objectives, the
development of electricity distribution grids and related supporting policy measures should not
specify the technology used to produce and consume electricity.
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Flexibility is an important tool in the development of a cost-effective and efficient electricity grid.
Optimal grid management should strive for the right balance between the need for new
investments, and the effectiveness of using flexibility vis-a-vis grid investment is highly
dependent on system conditions, physical assets, availability, and long-term reliability. Therefore,
the European policymakers should facilitate the creation of enabling system conditions
- e.g. through the prompt implementation of the upcoming Network Code Demand Response, by
incentivising flexible energy demand and by promoting strong sector integration - to enhance the
cost-effectiveness of flexibility measures and effectively reduce investment costs. Efficient use of
the electricity grid, combined with timely and integral system choices, represents the most
effective way to structurally reduce grid costs.

We call for:

e The creation of enabling system conditions - e.g. through the prompt implementation of
the upcoming Network Code Demand Response

e Recognition of OPEX for digitalisation and flexibility, and liquidity tools such as working-
capital allowances
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