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lido Please download and install the
St Slido app on all computers you use \ ° |

What is your biggest policy
challenge right now?

@ Start presenting to display the poll results on this slide.



ELEXON

Independent, not-for-profit delivery
body, funded by industry for industry

Our purpose is to serve the industry to
support the transition to net zero

Manage the Balancing and Settlement
(BSC) Code for the electricity wholesale
market and currently implementing MHHS

Deliver governance, data, schemes,
payment and settlement services -
enabling the market to operate effectively

Appointed the market facilitator in July
2024 to open up flexibility markets.
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What does a future secure electricity system look like?
=
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Future

Electricity
System
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plants (100+MW): Small/medium (1+MW): Turning large generation up & down
Access to / Turning most small/medium generation up & . Large
« Gas « Onshore wind down industrial
Access to/ Turning most consumption up & down (large .
* Nuclear - Solar ind.; C&l loads) « Commercial &
. Hyd ropower . Biomass Access to/ Turning some/most residential consumption industrial
« Offshore wind « Other renewables up & down « Residential
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Electricity transition in figures

@ ANNUALDEMAND (TWh) @
@ PEAK DEMAND (GW) @

Q WIND AND SOLAR CAPACITY (GW) Q

G TOTALSTORAGECAPACITY (GW) @
e DEMAND SIDEFIEXIBILITY (exclstorage heaters) (GW) @

All figures, except the last, are from NESO%s FES 2024 report, specifically the Holistic Transition pathway. We expect the CP30 delivery report to be
more ambitious,as the FES 2024 report predates the CP30 comm itment.
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How the Energy Landscape is evolving to meet 2030 Clean Power ambition OFGEMIed [l GOV ed

New delivery body

Tra nsm is S ion Grid Connection Reform (TMO4+) — Im plem entation
Great Grid Update

Strategic Spatial Energy Plan RIOO- 3 ET

Centralised Strategic Network Plan

Wholesale &

Ba lancing Market REMA - Design &Implem entation
Capacity Market Reform

Distribution Strategic Spatial Energy Plan RIOO- 3 ED

Heat Network Regulation

Centralised Strategic Network Plan

Iow Carbon

. RAB for Hydrogen
Technologies RAB for BECCs
Contract for Difference (CfD) reforrm

Fle xib 1hty Market Market Facilitator transition Market Facilitator im plem entation
Flexibility Market Asset Register

Code Governance Code Reform
. Evolving consum erprice protection after WHHS rollout/options thatmove away from a flatcap Design &im plem entation
Retail Market Consumer Vulnerability Strategy Design &im plem entation
Heatnetworks protection MHHS go live and im plem entation
DCC2 Review DCC2
Data and Dlg ital DigitalSharing infrastructure (DSI) MVP DigitalSharing infrastructure (DSI) Enduring Governance

Consumer Consent Fram ework Design Consumer Consent Fram ework Other Business Cases Enduring Digitalisation Governance
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Key enablers of successful policy

O 00O VR Z
v" Be clear on the v" Multi-stakeholder v Reduce v" Delivering at pace
problem statement collaboration misalignment

between markets

v’ Leveraging v’ System-wide v" Common market v Coordination and
existing resources participation arrangements and prioritisation

interoperable systems




ELEAXON

Key success for policy: Unlocking flexibility

As well as installing cleaner forms of generation, the energy sector must also take steps to make the
UK’s electricity system more flexible, using surplus electricity more efficiently when it is available, and
smooth out peaks in demand.

p Additional demand exacerbating
ower :
peak demand - e.g. EV charging,
pH heat pumps

Load - Before flexibility (before

Additional demand load shift)

shifted away from

peak time Load - After flexibility (after load

£5 billion/ year shift)

System cost savings

Daytime Nighttime

tﬁ Time




The market facilitator role

A new role governed by
Ofgem and delivered by
Elexon

Responsible for
standardising DSO
markets and driving
alignment between DSO
and ESO flexibility
markets

DNOs and ESO will be
required to adopt the
outputs specified by the
market facilitator

We are currently working
through 3 key areas:

1. Detailed design — key
parameters of the market
facilitator function and
governance

2. Implementation —
establishing the legal and
regulatory framework to
deliver the role

3. Transition — smooth
transition from Open
Networks

Dec 2024 — Ofgem will
publish a policy framework
consultation — detailing role
and governance

In 2025 — the market
facilitator governance
arrangements will be set out.
Ofgem will consult on NESO
and DNO licence changes

Ofgem will introduce a
governance mechanism for
the market facilitator to
embed accountability

ELEAXON
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Overview of the market facilitator

The Market Facilitator will make it easier for flexibility service providers to access local markets, while aligning

Objectives transmission and distribution. This will increase participation, improve market liquidity, reduce system costs, and lower
consumer bills.

Functions

Change Process for market
Proposed management coordination Implementation monitoring process Understanding market needs
Deliverables process delivery plan
(1 2-month Dispute resolution Centralise existing
ean framework / rules and Some new /updated outputs for adoption Knowledge sharing
transition ) process processes

Proposed
Deliverables
(at go live -

2025)

Note: The proposed deliverables are provisional and not final, as Ofgem
is set to consult on the Market Facilitator policy framework in December.
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The market facilitator role in practice
T
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If non-compliant with common outputs, Ofgem will
investigate and enforce




Our goals for the market facilitator based on market needs

Support growth of
flexible assets and
asset owner
participation

Deliver change at
pace

Tightly couple the Market Inclusive engagement
Facilitator with the approach and
enabling Flexibility Digital coordination and
Infrastructure development of DSO
and NESO markets

ELEXON
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Key outcomes for 2025 and beyond

1. Achieve go-live by the end of 2025.

2. Facilitate a smooth and timely transition with ENA ON.

3. Engage with flexibility stakeholders to understand their needs and
challenges through established channels.

4. Collaborate with wider stakeholders, including Ofgem, DESNZ, and NESO, to
ensure a coordinated approach that prioritises and aligns digitalisation
and flexibility workstreams.

5. Establish robust governance for the Market Facilitator to effectively meet its
objectives.

6. Prioritise key areas such as primacy rules, stackability and baselining — its
key to unlock revenue stacking and create a level playing field.

7. Maximise the participation of Distributed Assets in Flexibility Markets.

8. Ensure visibility and transparency for flexible assets in markets.
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