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Demand Response: What Is It?

A Demand Respong®R)voluntarychanges irelectricity use
by end consumer in answer to increaseirces over timegor
due to the grant of incentives, or to sell 'less consumption'

I In Europe DR isedficiency sourcend should beemunerated

APart of t meartbrid e aa nodeménthee
SideManagementcommunication systems, smairt
meters,internet of things and consumerarticipation)

A DR plays a role in 3 markets

I Structuraland real timecongestion marketgfor distributed
generation andincrease variability of demand)

I Balancing markefto help accommodating variability of supply and
demand)
I Ancillary servicetsystem security)
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Benefits of Demand Response

A Reduces electricity feds the direct user/consumer
I But also has alanti-waterbed'effect in all the market

A Improves efficiency and reduces need for new generation
I Potential to educe up to 10% peak generationEurope

A Prevents pivotal suppliers from exerting market power on
peak times

A Supports systemeliability and securityreduces blackouts
A Supportshalancingand entry ofrenewables

A Allows fornew electricity business models
I Aggregators, ancillary services, Internet of things

A And formore competition between utilities
I DRprogrammesincentivesgtc
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How Is DR us&d

A Electricityconsumption changelsy:
I Reducingonsumption though load curtailment
I Moving energy consumption todfferent time
I Usingown energy- either self produced or stored

A DR can be used:

I Byexplicitlyintervening in reducing consumption

I Automated thanks to technologythe smart grid & internet of things
I Automated butby your supplier

I Individually

I Or collectively, thoughggregatorgpower generators, transmitters,
distributors, demand response providers or community of users)
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Types of demand response

A RatebasedDR:

i Offering variable electricity tariffs
to reduce Consumptlon In peak tlmes an example: IS0-NE electric lead, June 24,2010

gigamatt= (G

I Pricesdetermined on a dayahead marke *
or the intraday market )

I Requires dynamic pricing contracts
A Allowedand encouraged by current
regulation(?) .

A Many MS havéixed/band tariff 1 —fossadiauand
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A Thesetariff-based contracts have been
tried to be eliminatedrom the
proposed rules b ommission
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Types of Demand Response

A Incentive or evenbased DR:

I The Distributor oifransmittorrewardscustomers for reducintpad
uponrequest(through a signal)

I Or forgiving control to administesome of the consumer's
equipment(direct load control} like heater, AC, refrigerators

I Limitedduration and frequencef events in a range of 4000h

peryear
ﬂEMANﬂ RESPUNSE

HOW IT WORKS

Demand Response, a joint initiative of ARENA and the Australian Energy Market Operator, aims to
stable energy supply during times of peak demand. ARENA has contributed $30 million to the project, whlch
will be rolled out in the 2017-18 summer. The NSW government has contributed $7.5 million.

Energy users si gnup  Electricity demand ~ Users reduce Redu and id for

to voluntarily reduce  surges, for example ~ the irenergy ~ helpsbalance ~their reduce d
eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee tion supply and demand demand

of extremedemand ~ weather ~  andstal bilises grid
o ARENA
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Types of Demand Response

A Demand reduction bids

I Customers offer theiavailability to reduce consumpticio an
aggregator or the utility company to gebme form of monetary
compensation

I Often used byarge electricity consumethat are willing to be
curtailed but be compensated
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Current situation

A Only 10% of the capacifgr DR is being used in Europe
A If full capacity is usedip to€4 billion savings

A MS have had to implement the Directives and done so
I Butimplementation is unsophisticated

A Threegroups

1. Countries where DR isgal but no really implementedno rules for
authorization in markets, or for aggregators, or technical

requirements are too higk Italy Spain, Hungary, Portugal, the
Baltics

2. Countries where DBnly exist through the retailer/suppligr.e. your

local utility) and there ar@o independent aggregatorsThe Nordics
(Norway?), Germany, Netherlands

3. DR is designed to allowtility's demand response and independent
aggregators- Belgium, France, Ireland and the UK
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Legal Problems for Demand Response

A Literature and practice shows that the
bottleneckfor demand responses not

EU legislation

A EU lavallows it and encourages it _ | <k
i But regulation is very thin (Energy =~ SRS S
Efficiency Directive and Electricity ———
Directive) N\ E =
A Problems are; > &
I Eithernational legislation "3 m% -
I Orsimply bureaucracy as in the A A
German case “YM \\\\ e il

I And above alllack of participation
from consumers
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Legal Problems for Demand Response

A Authorizing and enablinBR inall marketsand on a leveled
playing field with supply of power
I DR access on equal footingwnolesale marketgso it can be traded
In power pools)palancing marketandancillary services
A TheAccess Problermndtechnical modalities-which
standards
I Load size, minimum times and bids
I Requirements to be aggregator, requirements to do it independently,
I Access to network rules
I Registration, pregualification, risk assessments
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Legal Problems for Demand Respons

A Pricing right DR
I If DR is to enter wholesale, retail, balancing tiemv to price DR
I And alsahow to market it— particularly bids
A Bid sizes, load size, short time duration DR?, asymmetrical bids?

A How tomake DR work if the utilities ask for 'sourcing costs'
(compensation for power not use that was bought) once the balancing is

done
T The French case

A Pricing based on nefixed tariffs
T For bothtransmission/distribution

I Andretail —touchy subject in most MS
I What are we doing with Europe prices? And how inltt&#t can work
with regulated tariffs?
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Legal Problems for Demand Response

A Data Privacy

I Energy consumption, what kind of equipment
you have, patternetc are considered to be
personal data : o

I Compliance with data privacy laws
I System security
A Major issue pending sggregationof
demandresponse
I Utility chosen or independent?
I Competition law limits?
I More on this to come!

BECCLE

BERGEN CENTER FOR COMPETITION LAW AND ECONOMICS




Competition law and aggregated demand

response
A Demand response &
agreementunder Article “
101 TFEU and 53 EEA —— Supply Curve

——  MCost
I Two or more people concur —  MRey

to purchase less electricity
A Thisdecreases the market
price
I Electricity price has an
upward slopping supply Fe
curve

A The more you buy and
need, the more it costs

T For theeconomistdan the B: B
room;: B

$/B
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Is this a cartel?

A At first sight it iSndeed a cartel
A Fixes purchasing quotas

There is amexplicit decision to purchase less

This drives therices lower than they would have been in the
competitive market

This is In principlgood for everyong?)
A But the law is cleapurchasing cartels that fix prices and/or quotas are

anticompetitive by their objecfHerrera Anchustegui, Buyer Power in EU
Competition Law, 2017)

So, these programs taggregate demand could be illegal despite being
helpful

Is there a way out?
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A way out?

A Thecontent and contexin which the aggregation of demand
response takes place makes it NOT to be an restriction by
object

I If anythingby effect

A Also, both object and effect agreements may be exempted

under the 101(3) efficiency analysis

I And here is where the benefits brought by demand response will shine
I Prices are reduced

I Peak time hours are eliminated

I Benefits for consumers, environment and the system (transmission)

I Bad for the producers particularly those are pivotal
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