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REA Energy Storage Forum – Longer-Duration Electricity Storage Work Group – Meeting Minutes
26 August 2020, 10am-12pm
Attendees

Work Group Chair: Marcelo Torres (Drax)
Energy Storage Forum Chair: Vijay Shinde (Harmony Energy)
REA: Daniel Brown, Frank Gordon, Isobel Morris.

Registrations & attendees: Bioenergy Infrastructure, Carter Jonas, Clarke Energy, Green Gas, Highview Power, Lutra, Reliagen, Storelectric, Storengy, Swanbarton, University of Nottingham, Zenobe.

[bookmark: _Hlk49958364]Summary
· Discussion of different support mechanisms – Cap & floor, RAB, Long-term ESO contracts.
· Discussion of scope – electricity storage in various forms, range of technologies, may include hydrogen but possibly not biomethanation.
· Discussion of barriers – how TNUoS is charged; contract durations; structure of ancillary services; competition between TOs and merchants in the ESO’s Pathfinders (e.g. constraint management). 
· Proposal - 4 brackets of duration in technologies agreed ranging from up to 4 hours (short duration), 4-12 or up to 24 hours (medium duration), days or weeks (long duration), and seasonal.
· Position Paper structure:
· Section 1: define the storage provision length (identify possible technologies in each bracket) and define need for long-duration storage 
· Section 2: present barriers to development of new long-duration storage 
· Section 3: possible solutions/ Recommendations
· Annex: Best Practice: international examples.

Actions 
· Isobel to distribute minutes, presentation, Jacob’s Paper and Storelectric’s analysis.
· Members – to provide quantitative analysis on the need for long-duration storage.
· REA and Marcelo (Drax) - to draft initial terms of the WG Position Paper.
· Members – to think about preferred policy mechanism and input to Daniel and Isobel – discussion on policy mechanisms to continue in the next meeting.
· Isobel to set up meeting to review draft paper.
Call for evidence from members and others not currently involved. Members to get in touch with Daniel Brown to voice thoughts one-to-one.
Introduction and presentation

REA’s Energy Storage Forum has focused on Smart System and Flexibility Plan, which is key for overall flexibility and good for batteries. However we acknowledge need for longer duration storage and that it may require it’s own policy framework. Longer duration is part of a wider flexibility push.
Introduction and presentation (see slides) from Marcelo at Drax.
Discussion of storage requirements being up to 10%-15% more than peak demand, not just required as a function of % variable renewables integration. National Grid ESO beginning to talk about need for longer duration energy storage. 
Comment – in Future Energy Scenarios over the years, the National Grid’s energy storage requirement for 2050 increases. Storelectric’s analysis suggests they need much more. 
Presentation - Discussion of problem statement – key issues include volatility of revenues and no clear route to market for this type of technologies. Trend of rising BSUoS will carry on. No clear routes to market for long-duration storage (e.g. the lead time of the capacity market is four years which is too short for large-scale infrastucture projects. The market is also not designed to value flexibility. Eg. CfD’s incentivise maximum output.Need for more certainty. DNVGL – less than 5% of global pumped hydro has been built under liberalised energy markets 
Comment – large scale storage needs own revenue stack. All remunerative bits are currently in short-duration market. This reduces revenue for longer duration. Contracts should be let differently. Contracts need to stack to support longer duration storage. 
Presentation - Potential support mechanisms – i) Cap & Floor;  ii) RAB model; iii) tweaked CM that values flexibility and ancillary services; iv) CfD
According to Drax analysis, RAB and Cap & Floor score highest on ‘technical suitability’ and ‘investor attractiveness’ criteria, but Cap & Floor achieves the highest overall score due higher score on ‘political acceptability’ compared to RAB (e.g. enables greater competitive tension, is less market distortive). 
Cap & Floor ensures returns are above agreed floor. (i.e. tops you up through TNUoS charges if revenue is below the floor). Anything above cap returned to customers in exchange for the security of the floor. All revenues, including those from ancillary services and the Capacity Market, are taken into account in setting Cap and Floor levels. This already works for interconnectors (25-yr contract), but some technical alterations may be required for it to apply to longer-duration storage. 
Discussion of ESO contracts – market based funding. Contract duration needs to be long. Option – let contracts in the market in sequence. Issues include contract duration and notice period before start of contract.
Comments – longer duration is more akin to infrastructure. RAB could be a credible option.
Government rationale is to decarbonise and deal with issues later but issues need to be dealt with now or it we will miss Net Zero Targets 
Comments on Clean Energy Package. Requires transition to short-term procurement of balancing energy and balancing capacity. However, members believe that longer-term contracts (e.g. 15-year contracts) would reduce risk and lower cost of capital. 
Discussion of timescales and technologies. Rename Work Group “ Longer- Duration Electricity Storage WG” to clarify that it covers electricity storage only. 
Need to distinguish things that are applicable over months and years, vs that which discharge over a few days. Hydrogen and ammonia may do this less-used use case. Some feel hydrogen is not appropriate for electricity grid.
Action – paper should identify to identify what is the need for longer-duration storage.
Discussion
4 brackets proposed. Up to 4 hours (short duration). 4-12 or 24 hours is medium duration. Longer is 24 to 2 weeks. Above that is seasonal duration. 
Discussion on biomethanation and potential to store electricity through gas grid, another view that it’s out of scope. 
Comment – discussion of LAES and electrochemical storage. In support of a larger clear mechanism like RAB. LAES can do voltage, inertia, etc.
Discussion - Weaknesses of RAB – limited competitive pressure which increases risk of legal challenges. May necessitate wider changes to market arrangements. Why would they (BEIS/ESO) want to lock in one solution given pace of technology change? Information asymmetry from regulators perspective. Government nervous to underwrite a contract without experience or visibility of a particular technology or new power system intervention. 
Discussion of individual views on barriers. 
· Ancillary Services market does not create the right investment signals (reforms are slow, duration of contracts is very short, lead time is not sufficient to incentivise new builds).
· At the transmission level – problems include how TNUoS is charged. 
· Competition with TO – which has better access to land and different funding arrangements. Consensus on this. 
· ESO Pathfinder project delivery is slow. 
· Early Competition Solutions – possible contract anchor. Complex. Creating a silos market. Revenue unclear.
· Inertia is a big question – do synchronous generators get penalised for putting on uncontracted inertia, or do they provide this service to NG for free? 
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