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UFE answer to CEER consultation on
Flexibility Use at Distribution Level

1/ What are, in your opinion, the main drivers for flexibility use by DSOs going to be in the coming
years?

UFE broadly shares CEER’'s analysis on the

UFE notes that avoiding curtailment of renewables is mentioned as a driver for flexibility use. For
avoidance of doubt, UFE would like to clarify that the objectivaikhbe to avoid thenonvoluntary
curtailment of generation(be it renewables or not). On the contrarypluntary curtailment of
generation(be it renewables or not) in exchange for a compensation/payment should be seen as a
flexibility resource

2/ Please provide any alternative definitions for flexibility that you think capture the focus of this
paper

CEERIefinition seems to implythat the word «flexibility » culd be used both to characterise the
capacity of the electricity systeto adaptand the rvices that electricity system users can offer.

UFE would suggest to clarify the concept so as to avoid any ambiguity, by distinguishing between
« flexibility » and « resilience».

In our view,« flexibility» characteriseghe ability of electricityusers to adapt theiproduction and
consumption patterns (or, more precisely, their injection amithdrawal patternsto and from the
grid), on a shorterm basis and following an explicit signal from the network operator (directly or
through an aggregatgr

The objective forthe electricity system as a whole is rather to keesilient», i.e. to be able to
respond to changeand adapt to a wide range of situatianshis en be obtained through multiple
ways (and more likely through a combination of théldaing), including a sufficiently developed
network, a large number of users being able to offeftexibility », or through an evolution of
injections/withdrawals in the longeterm.

3/ Should DSOs be encouraged to use flexibility to manage the distribution network where this is
more efficient than reinforcing the network?

DSOs should be encouraged to procure over the market flexibility services to enable them
to manage their grids given the challenges posed from growing amounts of distributed
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generation and increasing participation of customers through demand side management.",
The procurement of flexibility services may complement or defer/replace the
reinforcement of the network infrastructure and should be encouraged as long as it
proves to be the mostosteffective solution while ensuring secure operation of the
distribution system. In our next answers we describe the principles that the regulatory
framework andDSOs shouldn our view apply in this respect.

4/ Should all sources of flexibility be treated equally in the market and by system
operators?

UFE would like to underline that theature andneedsof DSOsvary significantly:for
instance,there canbe a need to solve @ existingtemporary, shorterm, congestio or
on the contrary to solve #oreseen,structural, longterm, congestion.

UFE believes that it is necessanjdentify localneeds, andsubsequentlyto classifywhat

type of resources (flexible or not)canaddressthem. For the purpose of establishing this
classification, UFE would like to underline two particular aspects which in our view are
particularlyimportant:

- The decisiortiming: if decentralizedresources (flexible or not)are used as an
alternative to networkreinforcements (which usually nedd be decided several
years in advance), it will imply that the D&S@ake assumptiors on their needs
and resource availability several yearsahead Such forecasts are particularly
challenging at MV or LV levels.

- The «reliability » of flexibilityresources or, in other words how certain the DSO is
to be able to activate those resources when needed this point also has
implication in terms of procurement strategy, see our answers to questions 8 and
9)
That being saidgererally speaking, the regulatory framework should encourage DSOs to
use the most efficient solution (be it flexibility, reinforcing the network, etc.) asdong
as theycan similarly addressthe needs of the DSCHI flexibility resources should be
treated equally ifrespective of whether there are based on generation, demand
response, storage, efc.

5/ Are there any uses for flexibility that you think we have missed and should be
considered? If yes, please provide an explanation?
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6/ Do you think it is important for Member States to establish standardised EU
definitions of the various flexibility products, to facilitate market participation in
flexibility use at distribution level?

Overall, no. Regarding fleXiby use at distribution level, UHREelieves it is important to
keep a certaifreedom at national or even local level when defining flexibility products,
under the supervision of NRAs. As the needs will vary significantly from a distribution
network to another (not to mention from a MembeState to another)DSOs shoulbde

able to adapt the product design accordinghtDSOs needs are localiz&tFE believes it
would be premature to think about harmonised product definitions at European level for
flexibility use at distribution leveFor the momentEU legislation in this respect should
thus remain principlebased,only stating the principles DSOs and NRAs should follow
when designing regulatory frameworksd flexibility procurement strategies.

However, UFE underlines that flexityilresources can be useful for both TSOs db80s:

it would thus be worthwhile investigating to what extendhe needs of both TSOs and
DSOscould be similar (and fulfilled by similar flexibility products) or on the contrary,
different (therefore requiringifferent flexibility products)

7/ Should regulators seek a regulatory framework that can accommodate a range of
models that would enable DSOs to access and use flexibility, while ensuring that
competition and markets are not unduly distorted ?

UFE is bthe view that all the models listed by CEER indeed have their own advantages
and drawbacks, and that a good regulatory framework for flexibility shdake
advantage of the complementarity of various tools that regulators and DSOs could use.

Generally peaking, aompetitive, marketbased procurement of flexibility services is the
preferred option. Nonetheless, it might not be available yet or it might not always be
feasibleor optimal depending on specific characteristics of the grid and existing market
structure €.g depending whether the problem occurs in a highigshed network area
where several flexible sources are available compared to a very local problem where the
number of potential participants is limited to those connected to the affected)lin
Therefore, deviations from a competitive process should be possible provided they are
adequately superviseldy the NRA (and, whenever appropriate, limited in time).

8/ What do you consider to be the key benefits and key risks of particular models?

UFEbelieves the development of flexibility should, to the maximawrient possible, be
marketbased. From that perspective, UFE considers a -hdssd approach would not
necessarily allow the most efficient allocation of costs and resources, and couldblead t
higher overall cost for the electricity system, compared with a more masksed
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approach. However, UFE considers that it would be interesting to investigate whether
there should be anynformation requirementgor grid users, for instance to infornine
DS@about the flexibility resources #y have.

Regarding network tariff4JFE considers that, by reflecting the costs incurred by each grid
user, network tariffs have the ability to incentivise all ustrsnvest and/or adapt their
behaviours and thus can have a significant impact drow the electricity networks are
dimensioned and usedHowever, network tariffs do not offerthe guarantee that a
specific user located on a specific part of the grid will actually react when flexibility is
needed basedon an explicit signal from the network operatdrom that perspective, it is

not necessarilya reliable tool when there is a particular flexibility need that the DSO
wants tofulfil. Also, designing network tariffs inevitably leads to sifigaltion, suctas for
instance groupingindividual grid users intolarger categories:this can also prevent
network tariffs from revealing the actual value of the flexibility of a specific user located
on a specific part of the gridFinally, a proper design and praetility of time
differentiated network tariffs wuld be difficult in an increasingly decentralized and
variable system as the situation in the network may vary from one section to the other
and which would require a complex network tariff design that wolitdly be hard to
understand angredict for final customers.

Overall, UFE does not consider that network tariffs arefficientway for DSOs to access
shortterm «flexibility » per se(according to our proposed definition offlexibility », see

our answer to question 2), although they are of course instrumental to incentivise
network users in general.

UFE agrees with CEER that-discriminatoryconnection agreementand marketbased

procurement (either through competitive tendering of contracts withe DSOs or on
market platforms) are two important models tbe further investigatel in order to

develop flexibility, and consider them complementary.

UFEthinks it is indeed useful to investigate the possibility to add flexibililauses in
connection agreementsof new grid users if it can avoid new investments or
reinforcementsandi f t hi s i s t hkcarcindeed beuite a Ussful todifori ¢ e
DSOs in ensuring efficient network investments and optimal use of exisgéhgork
capacity, as the flexibility provided under such contracts is reliable. However it enot
sea competitive process and thus might not lead to the most-@ftient and innovative
solutions. It should not prevent the emergence of a marieted approach, andhe
regulatory framework should thus carefully define the specific cases (e.g. to allow for the
connection of new RES installations or new load that would otherwise have to face
significant delays) for whickt can be used. Overal| the activation of such flexibility
should be fairly remunerated and considered on level playing field with alternative
solutions at the local level.
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When existing grid users can offer flexibiligsources, UFE considethat a marketbased
procurement model would have many benefits, as @an deliver cosefficient and
innovative solutions driven by competition for the provision of servicg&sch model
should be based on both a contracting strategy to ensure atailability of flexibility
resources and a ral-time approach for thectivationof theseresources.

9/ What are the relative merits of a contracting strategy (competitive or otherwise)
versus a real-time market approach to procurement of flexibility? Is the latter approach
practicable?

UFE believethe two approacheare complementaryA contracting strategy is necessary
to ensure theavailability of flexibility resources when they are needed, and a (close to)
reaHtime approach is also needed to ensure that the most competitive flexibility
resour@s (among the ones that are available) are actuadiyvated

In this respect, the contracting strategy should be adapted to the need that the DSO
wants to addressFor examplejf the aim is to avoid the curtailment gfrotected/non
interruptible customers, it would be necessay ensurethat the flexibilityresources are
always available, and thus thecontracting strategyshould ensure the contracted
resources are firm On the other hand, if thebjective is to avoidhe curtailment of
generation a marketbased approach closer to real timéo incentivise generators to
adapt their generation profile could be sufficient

Regarding theactivation of flexibility products, UFE believes it would also be worthwhile
looking at whether there could be sgrgies between TSOs and DSOs.

10/Are there any models that would enable DSOs to improve system flexibility that you
think we have missed and should be considered?

11/Are there case study examples of approaches to improve flexibility on the system
that you think should be considered in this work? If so, please provide a summary of the
key information and findings.

In France, for many years, DSOs have been committedst and develop the two main
roles they can play about flexibilities: neutral market facilitator and user of flexibilities to
improve grid management.
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For instanceEnedis has developed 3 main projects focused on flexibilities:

- Nicegridinvolved cmsuners in active energy managemert. offers to residential

consumers have been established. Three offers encouraged photovoltaic integration

in the summer and the two others encouraged a reduction of peak demand in winter.
Two offers were also proposed tndustrial companies: one based on controlled load
management via remote control of their energy uses and/ or processes, together with
remote consumption tracking and the other one on behavioral load management
controlled manually following load managenmteequests.

- Greenlyshas tested the key role of the residential costumer in an active demand
management perspective aiming at controlling and optimizing consumption via
personalied support. The feedback from the sociological experiments on effective
ownership and acceptability of !
engagement of 400 test customers, show a strong adhesion to the Greenlys project.
Especially 82% of househsldeclare to be very satisfied or satisfied of the results of
the experimentation; 84% are ready to
equipments to their close relations; Finally 63% have chosen to keep the Wiser
equipments provided at the end ofi¢ experimentation.

Furthermore, the conclusions show that the flexibility of demand (load shedding) can
generate added value under certain conditions. An essential coordination is required
between the power system actors.

- Smart Grid Vendeaims attesting new business models, to enable the DSO to use
flexibilities, and in particular a local flexibility market.

Additional work is underway:

- The article 199 of the knergy transition for green growth act enables local
authorities to offer the DSO flexibility services ; after studying the service, its capacity
to manage local constraints, and its potential value, a contract between DSO and the
offering local authority would describe the activation processasd the terms of
payment.

- Within a common work witlthe French Environment and Energy Management
Agency (ADEMEhe French DSOs (Adeef, the French DSOs association and Enedis)
andthe French TSO (RTiayve studied the different use cases of flexipifior their
own needs, and evaluate the social welfare of flexibilitidse report should be
released soon.

L’Union Frangaise de IElectricité (UFE) est l'association professionnelle du secteur de I’électricité. Elle porte les intéréts de ses
membres, producteurs, gestionnaires de réseaux, fournisseurs d’électricité, fournisseurs de services d’efficacité énergétique, dans les
domaines social, économique et industriel.

sSsmart

smart grids” technol ogy based equi pment

recom

6



A\,
L F :\

Union Francaise de L'Electricité

12/ Beyond provision of data to market participants, do you consider that there are any
other tasks that DSOs should carry out to enable the competitive provision of and access
to flexibility by others ?

UFE agrees with the CEER that for flexibilggo develop, it iscrucialto remunerate
activations fairly and inform grid users abaute t w o r k sUFE howeged sotes that
this will likely require the definition of significance thresholds, to strike the right balance
between the efficiency gains deriving frame | yi ng on g r iadd flexiilgyr s
procurementinstead of reinforcing gridend the administrative costscurred by the
process (ierganised market platformsy et wor k need s’ description
connection agreements or contracting processas}the other hand.

a

13/ Do you think there are situations where DSOs should be allowed to provide
flexibility beyond the distribution network component, where economically efficient to
do so?

UFE considers that TSOs and DSOs should have a direct access to flexibilitysésource
fulfil their own needs.

DSOs should therefore not play the role of intermediaries between distributiomected
flexibility resources and TSCsnd not interfere in TSOs’ access
The regulatory framework should instead be origaa on the principle of direct access to

flexibility resources for all network operators, while including rules to deal with situations

(if any) where DSOs and TSOs would like to access the same resdoreesid market

distortions, there should be aeadr separation of tasks between regulated parties and

market operators.

14/ Are there other examples where the DSO could provide flexibility to help to reduce
the overall costs of the system?

15/ In principle, can the regulatory tools listed be used by regulators to remove barriers
and facilitate the use of flexibility at distribution level?

16/ Are there particular tools that you think would be the most effective in achieving
flexibility use at distribution level? Please provide reasoning for your answer.

UFE would suggest to distinguish more clearly CE E R’ sthedneentwes iop$0so n
to usethe most efficient solutions for their dutywhich should be part of the regulatory
framework) and the incentives for grid users to offer flexibaityd make the most
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economical investment decision§ie the various models discussed above in the:
consultation).

17/ Are there any other regulatory tools that have not been included and should be
considered?

18/ Should the regulatory framework allow different solutions and combinations of
tools to address the specific needs of the network?

19/ Is a principles-based approach (rather than one-size-fits-all) the correct one for
national regulators developing a framework for facilitating flexibility use by DSOs at
distribution level?

20/ Are the principles outlined appropriate? Are there any fundamental principles that
you think are missing in order to deliver maximum benefit to customers?
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