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Flexibility needs are increasing
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Figure 18: Flexibility services provided by various technologies
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Source: ACER.

Note: The list of technologies is non-exhaustive (with e.g. the storage category covering several different technologies). As mentioned,
coupling electricity with other energy sectors (sector integration) may provide significant flexibility services.

The EU electricity system will require more than twice (2.4) the current quantify of flexibility
resources by 2030. This increase applies for daily, weekly and monthly flexibility, to be provided by
different flexibility sources.
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First, implementation of Clean Energy Package

Non-discriminatory access of demand response to all electricity markets, either directly or through
aggregation (Art. 17)

Full recognition of (independent) aggregators as market participants (Art. 17)

Customer entitlement to contract with independent aggregator of their choice, without need for
consent or prior agreement of their supplier (Art. 13)

Strict limits to compensation payments (Art 17(4))

Use of flexibility by system operators, in particular from distribution networks, for flexibility services
including congestion management (Art. 32)
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Complement the existing framework with rules
on Demand Response

Objective: Address remaining regulatory barriers for the development of demand response and other
flexibility resources in the electricity market.

To provide EU-framework for the integration of technology-agnostic distributed flexibility in transmission
and distribution-related services for the overall benefit of consumers, by:

« Simplifying market access (registration and prequalification processes, definition of aggregation
models, baselining & settlement)

« Establishing principles for market design of local flexibility markets (congestion management &
voltage control services)

« Enhancing the framework for cooperation between system operators (data access & exchange)

How: By introduction of new rules on demand response, including rules on aggregation, energy storage
and demand curtailment.

When: Draft was submitted by ENTSO-E and EU DSO Entity on 8" May to ACER, submission to EC and
subsequent adoption in 2025.
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Main topics of the rules on demand response

General market access Prequalification

Provisions on general roles
and responsibilities of market
participants, independently of
the specific markets, aiming
for level playing field

Aggregation models
Baseline

Measurement (smart
meter + DMD)

Min bid size

Storage ownership

EU + national processes
for the TCMs + process
for further harmonisation

Process that each potential
service provider has to go
through for certification by
respective system operator to
validate service delivery

* Flexibility register: roles,
communication, data
exchange, interaction with
other provisions

« Simplification of processes
(balancing products vs.
local products,
standardized devices

Local markets

Roles/responsibility (local
market operator) and
process for national
market design

SO roles and interactions
Product definitions
Network development
plans (DSOs)
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In parallel, the reform of the electricity market
design defines new flexibility provisions

Objective: Boost non-fossil flexiblity: accelerate RES, impact positively the prices, bring system/grid services

New provisions:

1. Assessment of flexibility needs at MS level 3. Non-fossil flexibility support scheme
« Based on a EU methodology
 ACER analysis at EU level and 4. Enhance the use of flexibility services by
recommendations of cross-border relevance, system operators
including on removing barriers * Network tariffs to incentivize the use of flexibility
services
2. Indicative national objective for non-fossil » Possibility to use data from dedicated metering
flexibility devices

* including specific contributions of both demand
response and energy storage
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Thank yout!
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ACERE ACER monitors barriers based on the current
e regulatory framework...

Still ongoing implementation of the Clean Energy Package and
relevant EU network codes and guidelines

COMMISSION REGULATION (EU) 2017/2195
of 23 November 2017

establishing a guideline on electricity balancing
COMMISSION REGULATION (EU) 2017/1485

of 2 August 2017

establishing a guideline on electricity ission system op

(Text with EEA relevance)

The upcoming New European Rules on Demand
Response* will complement the existing regulatory
framework

(Text with EEA relevance)

In paralell, the reform of the Electricity Market
Design will define new provisions to boost non-
fossil flexibility

Regulatory barriers &
market restrictions j

Note: SO services refer to balancing, congestion management or voltage control services procured by system operators, i.e. TSOs or DSOs.



Some examples of barriers in
Hungary




ACER- Lack of technical means to activate flexible resources

of Energy Regulators

Smart meters roll-out - 2022

The rollout of smart

meters in Europe W m m

(EU-27 + Norway)

0% 13 SUCCESSFUL

4L PROGRESSING

& BARELY STARTED

5 NO SMART METERS

0% » To participate in all forms of demand response,
@ consumers need to be equipped with smart metering
devices.
* Hungary has =7.3% of penetration of smart meters.
Despite a positive roll-out decision, it has not set an
80% target in their national rules yet.

Set a target and accelerate penetration of smart-
meters.

Source: ACER 2023 MMR on demand response and other distributed energy resources: what barriers are holding them back?, December 2023.




ACER

European Union Agency for the Cooperation
of Energy Regulators

Some restrictions to providing balancing

services

Large minimum bid size
Long validity period of balancing energy bids

* Hungary requires SMW of minimum bid size for
aFRR and mFRR (capacity and energy) and 60
min of validity period of balancing energy bids.

Set 1 MW minimum bid size and 15 min of validity
period

Note: DER refers to distributed energy resources.

Procurement lead-time for all balancing reserves (%) - 2022

100%

50%

0% I I I I

AT BE BG CZ DE DK1DK2 ES FI FR GR HR LT NL NO PL PT RO SE SI SK
@ Year ahead ® Month ahead « Week ahead Day ahead  Intraday - Other

* Hungary procures most balancing capacity long before day-
ahead (67% monthly ahead). Difficulties for DERs to commit
a long time ahead of delivery.

Procure balancing capacity daily ahead.

Source: ACER 2023 MMR on demand response and other distributed enerqy resources: what barriers are holding them back?, December 2023.




ACERE Difficulties for local markets to develop and mature

of Energy Regulators

TSO(s) business-as-usual approach
to solve congestions
Market-based redispatching

DSO(s) business-as-usual approach
to solve congestions

Market-based congestion management
Non-market-based redispatching

Non-market-based congestion management

Integrated scheduling process

@ No iterative national reassessment process to
review the exceptions from using market-

a based re-dispatching
S,

‘ No iterative national reassessment process to
review the exceptions from using market-
based re-dispatching

)
®e
()
4 I TSOs and DSOs in Hungary use a non-market based approach to solve network congestions due to:
U potential predictability and increase of internal congestions at transmission level
— O lack of market-based alternatives available at distribution level

Set an iterative national reassessment process at transmision level (already existing at distribution level) with to review whether
market-based re-dispatching may be used to solve congestions.

Source: ACER 2023 MMR on demand response and other distributed enerqy resources: what barriers are holding them back?, December 2023.




New rules on Demand
response




ACER

European Union Agency for the Cooperation
of Energy Regulators

ACER recommendation process

EU DSO entity and ENTSO-E submitted to ACER on 8 May their proposal for the network code on demand response.

Ensure legally consistent draft

Improve drafting quality
with amendments on
wording, structure and
clarity of legal
requirements.

il
I

Ensure compliance with the framework guideline*

Some of the
requirements of the DR
FG are not fulfilled in
the formal proposal.

Content direction

Direction in the DR NC,
within the boundaries of
the FG, and respecting
the objectives of the
Electricity Regulation.

&
\V/

Alignment of the proposed amendments to existing regulations

*DR FG: ACER Framework Guideline on Demand Response




ACER i Main objectives on specific topics

of Energy Regulators

: Efficient TSO-DSO and
Clear requirements for the ® ? 5S0-DSO coordination for
implementation of |

aggregation modelsin ®@® ® ' |dent|fy|ng and solvmg w
- - system issues (congestion
CGE  wholesale electricity

— markets. and voltage control).

Clear requirements for the
Simplification of the

processes (incl. market-based
and avoiding duplications for procurement of services) to
the provision of multiple ensure HH HH

services. operation.



ACER

European Union Agency for the Cooperation
of Energy Regulators

Annex




ACER ACER’s main recommendations for governments, regulators and system

European Union Agency for the Cooperation

operators to remove regulatory barriers and restrictions in the market
design for demand response and other distributed energy resources

Speed up implementing regulatory changes to remove

persistent barriers. .
Ensure that local markets for congestion management

have a chance to develop and mature. Define a transparent
national process to assess when/where local markets may be

Set suitable rules for new entrants: clarify roles and .
implemented.

responsibilities, define aggregation models, ensure data
access, etc.

Facilitate new entrants' access to retail electricity markets.
Ensure open access to all electricity markets and system

operation services (balancing and congestion management
services).
Be targeted, tailored and temporary when considering retail

Provide the technical means and incentives by speeding price interventions.

up the rollout of smart meters, giving proper price signals in

the electricity bills and raising consumer awareness.
Ensure sufficient granular data on all restrictions to demand
response and other distributed energy resources.

Remove restrictive requirements to participate in balancing

markets, capacity mechanisms and interruptibility schemes.

Want to ? Check out our ACER Market Monitoring Report on Demand response and other

learn more o distributed energy resources: what barriers are holding them back?
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Supporting environment

=0\

* New players and functions: aggregation/or, energy community, active customer, jointly-acting acti\b
customers, DSO flexibility service

* Reporting: annual DSO market report on flexibility services

* NRA is empowered to operate regulatory sandbox enabling special legislative framework for innovative
projects for 24 months

i1 o[e][i[e]glll ° DSOs are enabled to control electric hotwater heater&storage units (boilers)
» Ministry and association of new players are represented in DSOs rulebook Committee /

ENERGIAUGYI MINISZTERIUM

Market design and devices initiated by Government

* Piloting energy communities & DSM since 2020
« Commercial batteries: 400+ MW electric storage for commercial use
» Residential batteries: Battery storage + PV for 15k+ residents







