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Context 

The ADE welcomes the opportunity to respond to Ofgem’s call for evidence on National Grid 

ESO’s performance over the 2020-21 regulatory period. 

 

The ADE is the UK’s leading decentralised energy advocate, focused on creating a more cost 

effective, low-carbon and user-led energy system. The ADE has more than 144 members active 

across a range of technologies, including both the providers and the users of energy equipment 

and services. Our members have particular expertise in demand side energy services including 

demand response and storage, combined heat and power, heat networks and energy efficiency. 

Overall evaluation 

The ADE welcomes much of the ESO’s work over the 2020-21 regulatory period. The high-level 

goals that the ESO is pursuing are the right ones and are ambitious and challenging. The ADE 

would also like to note increased engagement by the ESO with market participants, particularly in 

recent months, and steps towards increasing the transparency of decision-making processes.  

A lot of work remains to be done, however. The ADE would welcome far clearer communication 

from the ESO in a number of areas, detailed below, and a more consistent approach to working 

with industry in product design and market reform. The ADE would also encourage a much more 

ambitious approach to moving volumes from bilateral contracts into competitive markets. 

Role 1 – Control Centre Operations 

Operating the system (wider access, expanding dispatch power available) 

The ADE welcomes the ESO’s ambition for wider access to balancing and wholesale markets. In 

particular, the ADE celebrates the continued success of the VLP route to the BM and welcomes 

the ESO’s planned review of VLP throughout 2021. The ADE hopes that the success of VLPs will 

provide the foundation for routes to the wholesale market via the success of BSC modification 

P415. 

The ADE welcomes the ESO’s development of a New Dispatch Facility, with the hope that this 

facility will enable consistent merit-based dispatch and transparency on dispatch decisions. As the 

facility is not set to be delivered until 2023 at the earliest, the ADE would request that 

transparency on dispatch decisions in the current system be enhanced significantly. The ESO has 

verbally committed to publishing a ‘skip rate’ on how often plant is not dispatched in merit order 

in the BM. Given that the ESO already possesses this data internally, we would encourage them 

to release it via the Open Data portal, keeping it appropriately updated, as soon as possible. The 

ADE notes that this feedback was provided in the 2019-20 Call for Evidence on ESO performance 

also, yet the ESO has yet to provide an indication on when the skip rate will be published. 

https://www.ofgem.gov.uk/system/files/docs/2021/04/eyr_call_for_evidence_20-21.pdf
https://www.ofgem.gov.uk/system/files/docs/2021/04/eyr_call_for_evidence_20-21.pdf
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Restoration and emergency response 

The ADE recognises the exceptional circumstances that COVID-19 posed during 2020 and the 

short-term changes in demand that resulted, and accepts that emergency response measures are 

important in such circumstances. However, Grid Code modifications GC0143 and GC0147 could 

have been anticipated earlier which would have avoided such a rushed modification process that 

did not have appropriate time for consultation.  

Role 2 – Market development and transactions 

Balancing and ancillary service market design 

The ADE welcomes the ESO’s ambitions to reform balancing and ancillary service markets, 

particularly those outlined in its Markets Roadmap to 2025. The ADE supports the key drivers for 

market reform identified by the ESO, including increased competition, zero-carbon operation, 

changing system conditions and increased transparency. However, the designs of certain 

products have presented significant barriers to market participation for segments of industry, and 

further reform is required to enable the ESO to achieve its vision of liquid balancing service 

markets. These are outlined in the sections below. 

The ADE has called for a more consistent and engaged approach to consultation on balancing 

service reforms from the ESO. For some reforms, consultation has been conducted effectively, 

but for others there has been little or no consultation before the presentation of the final service 

design, which often is not fit for purpose because of the lack of industry engagement. Like BEIS 

and Ofgem, the ESO’s decisions have a significant impact on the market, and like these 

organisations, the ESO should therefore have a clearer and more consistent approach to industry 

consultation. The ADE notes that this is an area that it has raised directly with the ESO and hopes 

that productive discussions around future consultation approaches can be had this year. 

Frequency Response 

The ADE welcomes the ESO’s ambition to reform frequency response services to support a 

system with less inertia in 2025. However, the design of the Dynamic Containment (DC) product 

announced early in 2020 posed significant problems for many flexibility providers, particularly 

around the issues of baselining and locationality. Throughout 2020, engagement between the 

ADE and the ESO around the issue of baselining was largely productive, and although the DC 

product still featured an hour-ahead nominal baseline at its soft launch in September 2020, an 

alternative approach using derived data has been proposed that is far more satisfactory for both 

the ADE and its members. The ADE strongly encourages the ESO to adopt this new approach in 

its Wave 2 reforms of DC beginning in April 2021, and to consider its adoption for DM and DR 

also. 

Engagement on the issue of locationality has been more disappointing. While the ADE welcomed 

the ESO’s decision to move the locational boundary for aggregation from GSP to GSP group for 

the soft launch of DC, discussions have proved difficult since the soft launch on this issue and 

progress has not been made as we would have hoped. The ADE hopes that engagement on this 

issue throughout the Wave 2 reforms is more productive. 

The ADE and flexibility industry strongly believe that procurement for frequency response should 

be as close to real-time as possible and commend the ESO’s conductance of the Firm Frequency 

Response (FFR) Weekly Auction Trial, which was widely regarded as successful. Following the 

conclusion of the trial this year, the ADE strongly encourages the ESO to continue on this 

trajectory and implement day-head FFR procurement as soon as possible. Given that FFR is the 

main revenue source for many flexibility market participants, the ADE would also like to 
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emphasise the importance of phasing out FFR only after the implementation of all new frequency 

response products. 

The ADE is disappointed that the ESO’s Markets Roadmap to 2025 did not include plans to phase 

out or reduce volumes drawn from Mandatory Frequency Response (MFR) by 2025. The bilateral 

nature of this service draws volume away from commercial response markets and contrasts with 

the ESO’s ambition of ‘competition everywhere’. While the ADE acknowledges that the intra-day 

response provided by MFR is essential for the operation of the system, the ESO should have 

outlined plans to facilitate a within-day commercial frequency response market to provide this 

service. The ADE strongly encourages the ESO to explore the development of a competitive intra-

day response market in order to replace MFR in the medium to long term, and steadily reduce 

MFR procurement volumes in the short term. 

Reserve 

The ADE supports the overall product design of the ESO’s proposed new reserve services, 

however has raised a number of concerns from industry through the consultation process. The 

primary concerns are summarised below: 

• A slower-acting negative reserve product is needed to manage high renewable 

generation/low demand scenarios. 

• Baselining approaches such as that initially proposed for DC should not be used. 

• The ESO should conduct emissions regulation compliance and carbon monitoring at the 

point of tendering or awarding business. 

• Quick Reserve ramp profiles should be flexible and allow for switching. 

• Quick Reserve return-to-baseline requirements should be softer. 

• Slow Reserve response time should be extended so as not to exclude many assets 

currently participating in STOR. 

• The effective minimum 1-minute run time could exclude many assets for operational 

reasons and create technical issues. 

• Recovery periods should be included as an option for participating technologies so as not 

to exclude assets that cannot deliver again immediately or require manual intervention to 

return to service. 

The ADE also welcomes the ESO’s work on developing stability markets for the separate 

procurement of inertia as an avenue for revenue stacking between reserve and stability services. 

Once these markets are live, it is essential that the ESO ceases to procure volume through 

bilateral Spin Gen and Spin Pump contracts, instead allowing these reserve and stability services 

to be provided via commercial markets. 

Service procurement and settlement 

In general, the ADE supports the ESO’s shift towards day-ahead procurement of its balancing 

services, but would encourage the rate of this shift to increase.  As mentioned above, the day-

ahead procurement of the new frequency response products is an important step in this direction, 

however shifting existing products such as FFR to day-ahead and planning for intraday response 

markets are crucial to increase participation and maximise liquidity in these markets. 

The ADE also supports the progress of BSC code modifications P396 and P395 and looks forward 

to its continuation throughout 2021-22. 
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Code administration 

The ADE notes that recently there have been numerous simultaneous code modifications that 

address very similar areas of the electricity system; greater coordination between these 

modifications may be helpful. 

Role 3 – System insight, planning and network development 

Long term forecasting, energy scenarios and identification of network needs 

The ADE strongly supports the ESO’s work on Future Energy Scenarios and the System 

Operability Framework (SOF) and encourages its continuation going forward.  

Regional Development Plans 

The ADE recognises the importance of the RDPs for improving ESO/DNO coordination and 

appreciates the recent engagement from the ESO on how DSR and distributed generation can 

play a part in these plans. 
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