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Conclusions

Electricity system facing period of deep change

Almost certain to involve a shift to more decentralised systems, with more
flexible demand

The policy agenda spans markets, networks an consumers, and involves
new actors

Can build on existing institutions, but coordination will be important to
avoid costly mistakes

Policies are important but won’t get adopted without supportive
institutions and ‘paradigms, i.e. that can

— manage interventions in markets
— allow innovation and change

— resist capture by vested interests
— build and maintain public support
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Examples of SMART GRID 2.0
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Overarching issues

* Need for coordination of change at different levels,
across markets and networks

* Vested interests resisting change

* Balance between need for investment and options
value of waiting

e Balance between need for innovation and
maintaining confidence through evolution

e Sustaining public support, including for integration
costs (e.g. network extension and transformation)

» Challenge of achieving policy change in practice



GB Capacity Market
December 2014 auction by technology
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* Simple MW, not by characteristics (flexibility, carbon)

* Demand reduction (energy efficiency) not allowed to bid (EDR trial)

* Access problems for DSR, inc. classification as unproven, collateral requirements + weak
aggregation market

* Generators now overpaid because of parallel balancing reform?
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