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REA draft high-level response to ENA Flexibility consultation 
Draft for member review – comments by 12pm on Monday, 28th September 2020
Comments to imorris@r-e-a.net 
Background for members
· The Energy Networks Association has launched a major new consultation stemming from their Open Networks Project. It is proposing a number of new products and standardising flexibility services between network providers.
· This is a crucial consultation as it is laying the foundations of what the market will look like in the 2020’s.
· In particular, the products include:
·  a model to compare the value of network reinforcement vs going to market, 
· plans around interactions between active management and flexibility services including for greater coordination between ESO and DSOs, and 
· a proposal to release tenders in tranches twice a year.
The REA hosted a workshop with the ENA on this topic on the 22nd September 2020.
The REA will not be formally replying to the consultation but, following ENA requests, will submit high-level comments on key questions that they would like input on from ourselves.
The consultation is closing on the 24th September but we have secured a short exception.
Members have been asked to think about the following questions. Our response to the consultation (draft below) includes responses to many of these questions.
· What are barriers I am experiencing to participation in local flexibility markets?
· How could processes be more standardised between DNOs and National Grid?
· What data is not being provided that would otherwise be helpful in encouraging me to participate in flexibility markets?
· How might the ENA more explicitly signpost where networks requirements might be?
· What do I think about ENA's draft methodology for procuring flexibility vs traditional reinforcement?
· How many flexibility procurement cycles would I want per year?
· Do I think Active Network Management (flexible connections) might be harming the market for flexibility procurement? How should this be balanced? 

REA draft consultation response
Are there barriers preventing customers with assets with Flexible Connections (ANM) providing flexibility services to the ESO or DSO today? 
The REA welcomes the ENA’s leadership in developing these products and launching this consultation. Overall, we see it as a positive step towards our ambition of a smart, flexible, and affordable power system with high degrees of renewable power integration.  
REA members are concerned that there is not a route to market for longer duration electricity storage. Flexibility markets and system design are helpful for batteries and other forms of shorter-duration storage, but some tenders should be set up to reflect the value that longer-duration storage brings to the electricity system. Under the current market system, there is a lack of monetisation of the value storage creates by avoiding renewables curtailment. There is also a need to integrate an understanding of the different technology characteristics into modelling to properly assess parameters for the viability of delivery.
One example if this barrier is for notice periods - if DNOs are only bidding one year ahead then they are only allowing projects that can get planning permission and build in a year.
Standard flexibility tenders could be set up in three tranches, with some being run more often than others. These include:
· Shorter-term tenders particularly targeting behind the meter flexibility (e.g. from domestic batteries and smart EV charging). This could be as short as day-ahead flexibility procurement. 
· Medium-term tenders for technologies such as grid-connected battery storage
· Longer-term tenders for longer-duration storage, which take more time to be deployed and is capital intensive, for example compressed air energy storage
Organising contracts in such a manner would assist with managing the balance between tenders being used to provide revenue streams for existing assets vs supporting the construction of new assets. 

How could processes be more standardised between DNOs and National Grid?
The REA notes that the barrier to entry in these markets is still high in that only individuals with direct experience of bidding for flexibility markets previously are able to engage with many of the products. Standardisation can reduce this barrier, particular as there are individual processes in place for different flexibility tenders. We would also welcome training for professionals in this space and a greater focus on proactive notification for the wider industry of reform workstreams and proposals to maximise dialogue between different parts of the market For relatively new technologies such as  storage, there is a need for storage representation in relevant committees e.g. CUSC, STC.

What data is not being provided that would otherwise be helpful in encouraging organisations to participate in flexibility markets?

REA members would like to see greater use of guide prices, which can inform their decisions around whether their projects or assets would qualify.

For instance, Energy Storage projects can solve multiple issues, for example:
0. Provide peak capacity and defer reinforcement
0. Accommodate more renewables by avoiding curtailment 
0. Reduce overall CO2 emissions by serving peak demand using low carbon energy
0. Avoid constraint payments by avoiding renewable curtailment
0. Solve voltage issues 
0. Provide security of supply
0. Network charges of systems providing flexibility services
0. Business rates for systems providing flexibility services to level the playing field with DNOs
0. Rates at which curtailed energy will be charged (if applicable) to a storage provider. 

Currently there is a lack of information related to all points except for that related to point 1, hindering the business case of storage. 
For a storage project to be attractive and having to rely on short term contracts there is a need to monetise all value created and to have a clear view of costs to be faced. 

Member input (including from other technology perspectives) welcome in this section.

How might the ENA more explicitly signpost where networks requirements might be?

There is a desire and need for an NOA approach looking at the system as a whole and integrating transmission and distribution networks. Like pathfinder projects, there is a need for a map at substation level identifying places where capacity, curtailment, voltage issues will emerge. It is also important to accelerate the Blackstar programme and integrate this into a holistic needs map. 

Member input welcome in this section.

What does the market think about the ENA's draft methodology for procuring flexibility vs traditional reinforcement?

The REA notes that the draft methodology does not properly consider the option value of procuring flexibility. Networks who opt for flexibility to start with can still pursue traditional reinforcement at a later stage. This is a direct value to the networks not presently being fully reflected.

The methodology integrates all aspects related to conventional network reinforcement, however it does not fully recognise the value that storage can generate as a network infrastructure asset. 

· There is need for further clarity around modelling granularity (hourly resolution). 
· Optional aspects such as reduction in curtailment need to be carefully considered, especially in light of the implementation of article 13 of EU 2019/943. Redispatch cost should be assessed and communicated. 
· The value of ancillary services related to active power, voltage control, inertia should be included and quantified. 
· An adequate methodology to assess the contribution to security of supply by alternatives to conventional network reinforcement such as the one developed by Imperial College should be adopted. 

It would be beneficial to reference the CBA methodology developed by ENTSO-E to assess projects of common interest. 

How many procurement cycles for flexibility should be conducted per year?

As outlined above, the REA would prefer multiple procurement cycles per year at different tranches to reflect the value of different types of flexibility at difference scales / durations. A one-size-fits-all approach is likely not the best way forward. Suggestions include cycles to deal with bulk need, occurring once every few years, however additional cycles would also be beneficial twice per year.

Do I think Active Network Management (flexible connections) might be harming the market for flexibility procurement? How should this be balanced? 

The REA is concerned that the ANM role has not been sufficiently valued. The REA would like to see the development of deeper flexibility markets so that project developers have options to choose from (otherwise we expect many will progress the cheapest cost option for them, which is likely to be ANM at present).

Curtailed energy through ANM schemes should be accounted for as network losses and energy not served. This demonstrates the value that participants in Flexibility markets could provide in the market. Failure to do so can hide the value that participants in flexibility markets could capture. In line with the CBA used by the NY Public Service commission energy not delivered should be attributed to a value in line with the cost to economic opportunity.

If ANM schemes are overprocured the prices in Flexibility markets can become volatile reducing project bankability. 

This issue needs to be considered as part of the wider review of access reforms from Ofgem. 

There are questions about whether assets connected to the grid with a flexible connection are able to bid for flexibility services. 

This issue also relates to the wider question about strategic investment in the electricity networks. Flexibility market deployment should not be a means of overlooking the requirement for wider strategic network investment. The REA would like to see more clear, public tests for strategic investment be published. 
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