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The growing electrification of the economy, driven by 
renewables, requires additional power networks to cope 
with the expected surge in demand for electric vehicles 
and consumer-centred services. EURACTIV explores 
the implications in this Special Report.
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ENTSO-E chief: Power grids 
have to remain ‘neutral’ 

from commercial activity 

Continued on Page 4

Part of DOS’s activity needs to remain neutral from the commercial 
activity related to prosumers and distributed generation,  

argues Laurent Schmitt. [Jason Adam van Beemen / Flickr]
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As private energy companies 
increasingly get involved in 
local electricity distribution 

networks, European regulators will 
have to do their job and ensure that 
grid operators are properly isolated 
from commercial activity, argues 
Laurent Schmitt.

Laurent Schmitt is secretary general 
of the European Network of Transmission 
System Operators (ENTSO-E). He spoke 
to EURACTIV’s energy and environment 
editor, Frédéric Simon, ahead of ENTSO-
E’s annual conference, on 5-6 December 
2017.

When it comes to climate change, much 
of the attention is focused on energy 
generation, not power grids. So can 
grids actually contribute to reducing 
CO2? Is it mainly by allowing more 
renewable electricity?

Yes, moving to the next step 
of decarbonisation means further 
renewables and further grids. It is 
not always obvious for the general 
public, which sees renewables as being 
generated and consumed locally.

What we rarely say is that 
renewables are not necessarily close to 
the consumer – for example offshore 
wind, which is coming from afar. And 
cheap renewables still require a flow 
of energy from the production to the 
consumption centre.

We see that clearly, notably in 
our ten-year network development 
plan, which identified €150 billion 
worth of investments in grid capacity 
until 2030, mainly to cope with more 
renewables. And there is a strong 
business case for all these projects.

You say the business case is strong. 
Does that mean the finance aspect will 
take care of itself?

The finance is a no-brainer. The 
complexity is to roll it out because 

grids require a lot of permitting, which 
takes time. We’re currently working 
on the environmental friendliness of 
grids to accelerate the deployment.

This is particularly important for 
Germany because of the large grid 
investment they need to do. New 
approaches have been started to 
facilitate dialogue with the population, 
analysing deployment scenarios of 
overhead lines or cables.

There is a NIMBY (not in my backyard) 
syndrome when it comes to grid 
deployment. And there is a health 
issue with overhead lines. How do you 
address this?

All network industries have 
impact on the environment and 
bring some nuisance – be it the 
telecom, the transport and also the 
electricity. National and European 
law as well as business practices are 
all aimed at minimising the impact 
of infrastructure on its environment. 
And as science and experience 
evolve, more innovative solutions will 
continue to be found I am sure.

However, one thing people 
don’t always understand is that 
decarbonising the power system 
requires further infrastructure – 
physical and digital.

With increasing shares of 
renewables, grid flexibility becomes 
much more important to manage 
intermittency because there may be 
more or less wind from one day to the 
next.

And that has implications on 
market design, system operation 
design, and new network codes, 
which have to be constantly updated 
to facilitate the further growth of 
renewables.

Our assumptions on grid 
deployment are in line with the 
renewable energy projections in 
each country. So we are not standing 
behind. But that requires all the 
flexibility to be built into the system – 
storage, demand-response and so on 

– to make sure consumers get the best 
deal.

What are the main obstacles to grid 
deployment? Is it the long permitting 
processes, lack of cooperation between 
countries or something else?

To be honest, we rarely see a 
situation where lack of cooperation 
blocks a new investment. In terms 
of planning, we have a process, the 
Ten Year Network Development 
Plan (TYNDP), and that works quite 
smoothly.

Even in places like the border between 
Austria and Germany?

If I talk to the German and 
Austrian TSO, the two are striving 
to reinforce the areas which are 
bottlenecks between their systems. 
They are actually complaining about 
the complexity of building these two 
lines. But there is no question about 
the obvious business case of doing 
this.

So where is the resistance?

It’s mostly a societal resistance. 
The benefits of these lines are 
not immediately apparent to the 
population and their benefits have to 
be explained.

And political resistance as well maybe?

Indirectly, there is a political 
element to it as well through local 
organisations. If you are told that a 
line will soon run through your farm 
for the sake of bringing cheap offshore 
wind from the North Sea into Eastern 
or Southern countries, you might 
wonder ‘Why me?’. This is inherently 
complex to explain.

What’s the best way to tackle this?

Continued on Page 6

Continued from Page 5
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That question has a lot of aspects. 
The first is being able to explain 
properly the benefits of that line 
for the wider system. And the next 
question is the compensation to the 
individuals who are supplying their 
land – what kind of payments they will 
receive, like what is being done for 
populations who sit next to a nuclear 
plant.

But to be honest, I don’t feel there 
is strong political objection to build 
new lines between countries. It is the 
speed of building these lines which is 
really the issue.

So can the European Union help speed 
up this process?

We would like to see further 
engagement from the European 
Commission in facilitating the 
development of these lines. But again 
it’s not easy to define what kind of role 
they would have because ultimately, 
it is a debate which happens in the 
countries concerned or between two 
countries interconnecting.

That said, it is not for lack of trying. 
There is a lot of communication which 
is being done through the projects 
of common interest (PCI) label to 

demonstrate the benefits of certain 
infrastructure on a pan-European 
level. But when you face the obstacle 
of a farmer somewhere, this is not the 
m argument to convince him.

What could possibly slow down 
the electrification of the economy? 
Renewable prices are going down, 
EVs are taking off more slowly. You 
say TSOs are ready for it… So what’s 
blocking?

Clearly, it’s the regulatory 
environment – the complexity of 
aligning all interested parties around 
the topic. And that’s why we are so 
attached to our network codes: it took 
three years to write these documents 
and if we had to restart from scratch, 
that would be a lot of regulatory 
alignment effort.

And I think that is what’s going to 
slow down efforts: defining the roles 
of each participant in the electricity 
market, how we organise it.

Network codes are the technical aspect 
of things. But defining roles – that 
is more the job of politicians. Do you 
see the required political momentum 
behind this?

This is where the Clean Energy 

for All Europeans package has some 
interest. It sets political objectives and 
puts some real technical topics issues 
up for discussion at a higher political 
level. I’m surprised to see ministers 
discuss ancillary services for instance.

But still, trialogue talks and 
the alignment of countries – that 
takes some time. And I think this 
is what’s going to put Europe in a 
leading position – it’s the political 
coordination. We are now talking 
the right topics, we have the right 
industrial environment, we have 
good engineers to make it happen. So 
I’m optimistic that it’s going to move 
forward.

Very often, Europe is being 
compared to China. I think China 
is not as mature on the political 
environment. Yes, they are very fast 
on technology. But when it comes to 
implementing these complex markets, 
it’s not as easy for them.

In Europe, we might complain 
about the slow speed of things but 
there also positive side effects.

The Clean Energy Package tabled last 
year focused a lot on prosumers and 
distributed generation. Large power 
companies like Iberdrola say they are 

Continued from Page 5
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now investing heavily in distribution 
networks because they expect a lot of 
growth in this area. Do you see a risk 
that grids become privatised?

We saw the complexity of 
optimising loop flows in Europe 
trying to follow the business set up 
of TSOs. And I think that experience 
shows that we cannot create the same 
complexity between the TSO and the 
DSO – they both need to co-optimise 
their systems.

That means that by default there 
is an activity of the DSO that needs to 
be neutral to the commercial activity 
related to prosumers and distributed 
generation.

We are very attached to the notion 
of neutrality. If you want to be a 
market facilitator, you must be neutral 
in that market. So there are forms of 
unbundling to ensure that. Otherwise 
the TSO/DSO framework will be totally 
disturbed.

And that is clearly something the 
regulators should look into.

Yes, the regulator should look at 
it. We’ve seen a lot of DSOs wanting 
to do more with us in terms of market 

facilitation. We say fine but please 
make sure to remain neutral, you can’t 
create a market for the sake of your 
own power generation.

And that’s where the privatisation 
element is relevant. You can have a 
privatised distribution company. But 
the DSO component of that privatised 
company must be organised separately 
from the commercial side of the 
business. That is really important for 
the future development of grids.

Have regulators responded?

Yes, although it is not fully yet on 
their agenda.

Is there anything like this in the Clean 
Energy Package?

Yes. We are aware of the risk 
associated to that. In reality today, 
DSOs are often still large vertically-
integrated companies, and therefore 
not fully independent. So yes, the 
regulator will have to do their job and 
ensure that the distributed systems 
operations are properly isolated from 
commercial activities.

Do you see the need to establish an 
equivalent body like ENTSO-E to 
represent DSOs in Europe?

Yes, this is important. We recognise 
that DSOs will have to establish their 
own sets of network codes to manage 
their system. And they will have to 
coordinate themselves to be able to do 
that. So having an association for that 
would be interesting.

But it’s going to be a challenge as 
well because of the 4,000 members 
or so such an organisation will have. 
So the organisational aspect won’t be 
easy. We have anticipated this need 
ourselves with this TSO/DSO platform, 
because we think we cannot wait too 
long and need to get the ball rolling. 
Once DSOs put in place their own 
association, it will naturally take over 
and we will have a formal interface 
between the two.

We are a bit worried about the time 
it will take because of the governance, 
however.

Could that hinder the deployment of 
grids in Europe?

No, because new technologies 
are coming regardless: solar PV, 
renewables, electric vehicles, etc. 
There is an inherent speed to the 
current transformation of the energy 
system to which we need to adapt.

Continued from Page 6
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The clean energy transition 
requires first and foremost 
bridging energy and digital 

economy. The single energy market and 
the digital single market must go hand-
in-hand, argues Dominique Ristori.

Dominique Ristori is director general 
at the European Commission’s department 
for energy.

Energy is central to our modern 
society and is essential for all parts 
of our economy. Today, the energy 
sector is undergoing rapid changes 
underpinned by the decarbonisation of 

our economy, greater decentralisation 
and increased digitalisation in the way 
our energy system works.

With two thirds of greenhouse 
gas emissions coming from energy 
production and consumption, the 
energy sector has a key role to play in 
decarbonising our economy.

In the wake of its commitments 
under the Paris Agreement, Europe 
is leading the global shift to a modern 
low-carbon and clean energy world. 
Europe is on track to reach its 2020 
target of 20% of renewable energy in 
final energy consumption and it has 
successfully decoupled its greenhouse 

gas emissions from its economic 
growth. Between 1990 and 2016, GDP 
grew by 53% while greenhouse gas 
emissions decreased by 23% over the 
same period.

By 2030, at least 27% of the energy 
we consume in Europe will come 
from renewables and over half of 
the electricity will be generated by 
renewable energies.

With the growing share of renewable 
energy, the energy system is becoming 
more decentralised. Today, 90% of new 
installed capacity of renewable energy 

A new era: The digitalisation 
of Europe’s energy system

O P I N I O N

DISCLAIMER: All opinions in this column reflect the views of the author(s), not of EURACTIV.com PLC.

B y  D o m i n i q u e  R i s t o r i

The European Commission’s proposed Clean Energy package will 
encourage the use of ICT and smart technologies to ensure buildings 

operate more efficiently, writes Dominique Ristori. [Shutterstock]

Continued on Page 9
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are connected at distribution level in 
the electricity sector. Furthermore, 
electricity will be increasingly used in 
sectors such as transport and heating 
and cooling.

This calls for changes in the way 
we build and operate our electricity 
networks as well as for innovative 
solution to make the electricity market 
fit for renewable and distributed 
energy. We need the electricity system 
to become more digitalised to keep 
our electricity supply competitive and 
affordable, and maintain our high 
standards of security of supply.

If we want a secure, sustainable 
and competitive energy system, that is 
future-proofed and able to support the 
energy transition, we need to harness 
the potential of intelligent components 
and ICT.

Digital technologies already play 
an important role in the energy sector. 
This holds particularly true for smart 
grids and smart metering systems, 
smart home appliances, smart charging 
solutions for electric vehicles and smart 
cities. They can foster a better use of 
energy from renewable sources help 
the consumer to participate actively in 
the energy market and use energy more 
efficiently.

In all these areas, digital technologies 
create various opportunities and the 
European industry is eager to embrace 
these opportunities and be at the 
forefront of this digital revolution. The 
EU should seek to foster these efforts 
and ensure that the digitalisation of 
the energy sector becomes a reality 
accessible to everyone in society.

Acknowledging the need to further 
develop synergies between the ICT and 
energy sectors, the Commission has 
placed the digital transformation of the 
energy sector high on its agenda. This 
is in particular the direction foreseen 
in the Clean Energy for All Europeans 
Package adopted by the Commission 
last year and which is being negotiated 
by the European Parliament and the 

Council of the EU, with the support of 
the Commission.

This package puts forward a stable 
and performant regulatory framework 
to adapt our energy system to the 
challenges ahead and support the clean 
energy transition. It puts consumers 
at the centre of the energy system and 
ensures that they can benefit from 
innovative energy services such as 
smart grids, smart meters and smart 
homes. This will enable a host of new 
services and better standard of service 
for consumers. Besides, this package 
will encourage the use of ICT and 
smart technologies to ensure buildings 
operate more efficiently while 
supporting the development of smart 
charging solutions for electric vehicles.

The proposed EU regulatory 
framework will also make it easier for 
new business ideas and new players to 
bring innovation to the table, fostering 
synergies between ICT and energy 
industries. The clean energy transition 
represents a real economic opportunity 
as it will bring new investments, 
jobs and growth in Europe and will 
empower consumers to participate 
actively in the market and benefit from 
new technologies.

In addition to the necessary 
regulatory framework to support 
innovation, the Commission has also 
been putting on the table a number of 
initiative geared towards exploiting 
synergies between the energy and 
ICT sectors in order to help overcome 
barriers in the take-up of smart energy 
solutions.

The EU strategy on Digitising 
European Industry aims at helping 
companies large and small, researchers 
and public authorities, by linking up 
national and regional initiatives and 
boosting investment through strategic 
partnerships and networks. Overall, 
the strategy should mobilise up to €50 
billion of public and private investments 
in support of the digitisation of industry 
in the coming 5 years.

Besides, the Strategic Energy 
Technology Plan (SET) targets the 

energy and digital industries in order 
to bring them together to enable 
European companies to deliver energy-
intelligent products and services across 
Europe. The SET plan is complemented 
by the Smart Grids Task Force, a group 
of experts that advises the European 
Commission on how to shape the EU 
smart grid policy and on smart grid 
deployment.

Further research and innovation 
into energy-related digital technologies 
is also financially supported via the 
Horizon 2020 programme: for 2018 
and 2019, some €80 million of EU 
funding will be invested in projects 
that focus on combining ICT and 
energy technology development. 
Finally, both the Connecting Europe 
Facility and the European Fund for 
Strategic Investments (EFSI), the so-
called “Juncker investment plan”, 
support smart and sustainable 
infrastructure, buildings and cities, 
and the co-deployment of energy and 
telecommunication infrastructures, 
using EU funds to leverage public and 
private investment.

Finally, in the context of greater 
digitalisation of the energy sector and 
the increasing use of data, the need for 
a strong cyber-security is even more 
acute. The Commission adopted a 
cybersecurity package last September 
proposing a wide-ranging set of 
measures to further improve EU cyber 
resilience and response.

The transition to a smart, secure and 
sustainable energy system is no longer 
a choice for Europe; it is a responsibility 
towards all citizens, our future 
generations and the planet. At the same 
time, this transition represents a real 
economic opportunity as it will bring 
new investments, jobs and growth and 
will empower consumers to participate 
actively in the market and benefit from 
new technologies.

This transition requires first and 
foremost bridging energy and digital 
economy. The single energy market 
and the digital single market must go 
hand-in-hand.

Continued from Page 8
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A seamless pan-European 
energy market is still a long 
way off but decisive steps can 

be taken now with stronger regional 
cooperation and the introduction 
of cross-border bidding zones for 
electricity, policymakers and industry 
experts argue.

The push for renewable energy 
and electric vehicles is at the heart of 
the EU’s decarbonisation objectives 
for 2030, according to Miguel Arias 
Cañete, the EU’s climate action 
Commissioner.

“The future is going to be electric,” 
the Spaniard told delegates at the 
annual conference of the European 
Network of Transmission System 
Operators (ENTSO-E) in Brussels 
earlier this week (5 December).

“But none of this can be achieved 
if markets remain fragmented,” he 
warned.

The development of network 
codes, which govern how electricity 
is traded between grid operators, 
“has been a real driver for market 
integration” in the power sector, 
Cañete acknowledged.

However, significant obstacles 
remain to move beyond the status quo, 
he added, saying “a clear indicator of 
this is the insufficient amount of grid 
capacity that is made available for 
cross-border trade.”

NEW MARKET DESIGN

The European Commission 
played its part by tabling proposals 
for a new electricity market design 
one year ago. For the EU executive, 

EU pins hopes on ‘regional forums’ 
to unlock electricity trade

B y  F r é d é r i c  S i m o n  |  E U R A C T I V. c o m

Lawmakers voted in favour of improved regional cooperation in a joint 
session of the European Parliament’s industry and environment committees 

on Thursday (7 December). [Indigo Skies Photography / Flickr]

Continued on Page 11
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this means gradually getting rid 
of national subsidies that hamper 
the establishment of a Europe-
wide internal energy market. The 
proposals, part of a wider Clean Energy 
package, also included a target for 
10% interconnection of power grids in 
order to allow for more cross-border 
trade.

But the difficulty of aligning 
markets and politics was highlighted 
again on Wednesday (6 December) 
when EU member state representatives 
failed to agree a common approach to 
the Commission’s proposals.

“The main outstanding issues are 
regulated prices and interconnectors,” 
said Annikky Lamp, spokesperson 
for the Estonian Presidency of the EU, 
which is trying to broker a common 
approach among the 28 EU member 
states.

“When it comes to the regulation, 
the topic of capacity mechanisms 
(including the 550 gr CO2/kWh limit) 
remains the most contentious,” she 
said referring to a proposed CO2 cap 
on subsidies for new power plants, 
which rules out their use for polluting 
coal-fired plants.

The hot potato is now being passed 
on to the 28 EU energy ministers who 
will meet on 18 December for a Council 
meeting that some officials already 
describe as a “mini energy summit”.

“Tough discussions are expected 
in the Council, but we feel that there 
is momentum to take these crucial 
proposals forward. The EU electricity 
market has been transformed by 
digitalisation, renewables and active 
consumers and we need new rules to 
fit the new reality,” Lamp argued.

REGIONAL COORDINATION

Even assuming the new EU rules 
are adopted swiftly, it will still take 
years for Europe’s fragmented power 
markets to be brought into line. So 
in the short term, policymakers are 

focusing their efforts on improving 
coordination at regional level.

“On the regulatory side, the name 
of the game is to increase cooperation,” 
said Krisjanis Karins a US-born Latvian 
lawmaker, who is the rapporteur in the 
European Parliament on the proposed 
electricity market regulation.

Speaking at the ENTSO-E annual 
conference on Tuesday, Karins 
applauded the establishment of 
“regional coordination centres” 
envisaged in the new set of draft EU 
energy market rules.

These regional centres, he argued, 
should look into all cross-border 
aspects of electricity trade, including 
“capacity mechanisms” whereby 
countries subsidise gas and coal-fired 
power plants for remaining on stand-
by when there is no sun or wind.

“It is somewhat an idealised world,” 
Karins admitted, but if there is a level 
playing field, the market will be best 
placed to decide on the most suitable 
form of capacity allocation – whether 
gas, coal or renewables. Otherwise, 
national interests will continue to 
prevail, he warned.

“If we don’t let the market work, 
we’ll just be a bunch of vested interests, 
and that won’t work,” Karins warned.

HALF A MARKET

For Kristian Ruby, Secretary 
General of Eurelectric, the trade 
association of European power 
utilities, the EU is only halfway there.

“We have half a market,” Ruby 
told delegates at the ENTSO-E annual 
conference. “And that half market 
is roughly equivalent to the cross-
border capacity that is available,” 
he remarked. “So if we want more 
market, we need more capacity – that 
is a must”.

For Ruby, the matter is clear: 
“Moving towards a full Energy Union 
requires more coordination at EU level 
but also at regional level,” he said, 
backing proposals to set up regional 

energy forums. “This is something 
that needs to be accompanied by 
deepened coordination between TSOs. 
Only with that are we going to move 
decisively towards a more European 
market,” he claimed.

Giles Dickson, the CEO of trade body 
WindEurope, also strongly backed 
regional energy forums. “However 
they should not be used to dilute the 
responsibilities of individual member 
states,” he cautioned, urging TSOs 
and politicians to also involve energy 
generators in regional coordination 
efforts.

“We’re really missing a trick here 
because without the cross-border 
coordination of capacity mechanisms 
we risk investing in 80 gigawatts of 
surplus generation capacity,” Dickson 
pointed out, saying redundant backup 
power plants were “the cost of non-
coordination” at EU and regional level.

Dickson also stressed that TSOs 
should not be seen as having sole 
responsibility for “connecting the 
dots” between countries, pointing out 
that “generators are doing that too” 
by investing in more flexible wind 
turbines.

Grid expansion is not always the 
best way of improving cross-border 
trade, Karins agreed, citing other 
technologies like battery storage 
and demand-response, which are 
becoming cheaper and are expected 
to decrease the need for building new 
power cables.

“The bottom line is, we should 
get the basic rules for the market to 
function properly,” insisted Ando 
Leppiman, the deputy secretary 
general for energy of Estonia, which 
currently holds the six-month rotating 
Presidency of the EU Council of 
Ministers.

And this includes “harmonised 
capacity mechanisms” and cross-
border bidding zones for energy 
generation, Leppiman added, saying 
those will maximise regional cross-

Continued on Page 12
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border cooperation, making the 
construction of some backup plants 
unnecessary.

“All good things start in regions – 
that’s what we say in the TSO world,” 
summed up Bente Hagem, Chair of the 
Board at ENTSO-E, praising regional 
energy forums in the Nordic and Baltic 
countries.

“But we need to have a structured 
systematic approach to regional 
energy forums,” she added, saying she 
hoped EU member states “will come 
together and coordinate their energy 
mix, investments, adequacy and 
security”.

MACRO-REGIONS

Improved regional cooperation 
is precisely what EU lawmakers 
voted for in a joint session of the 
European Parliament’s industry and 
environment committees on Thursday 
(7 December).

Claude Turmes, a Green MEP 
from Luxembourg was a co-author 
of the proposed regulation on the 
governance of the Energy Union, 
which received strong cross-party 
backing at the extraordinary joint 
Parliamentary session.

Among the main novelties in the 
resolution is the launch of “macro-
regional partnerships” to coordinate 
energy policies between European 
countries. Such cooperation already 
exists, including notably the Baltic 
Energy Market Interconnection Plan 
(BEMIP) and the North Seas Countries’ 
Offshore Grid Initiative (NSCOGI).

But the Parliament resolution goes 
a step further by proposing to make 
those regional structures permanent 
and by giving them a higher political 
profile with a “meeting at ministerial 
level at least once per year”.

Turmes said that the establishment 
of yearly ministerial meetings was the 
necessary “political component” to 
push forward the integration of energy 
markets in Europe.

“A macro-regional cooperation 
structured at the political level is the 
missing link in regional cooperation 
as proposed by the Commission in 
the Clean Energy Package,” he told 
EURACTIV.com.

Whether EU member states will 
support the idea of structured regional 
cooperation remains to be seen, 
however. “Only the Scandinavian 
countries are comfortable with this,” 
said a Parliamentary source. “Even 
the French and German are not very 
enthusiastic,” the source continued, 
saying it was an issue of sovereignty 
and freedom for member states to 
decide on their own energy mix.

Continued from Page 11
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Digital technologies like 
blockchain and artificial 
intelligence bring “total 

revolution” in the electricity industry, 
allowing energy communities to 
proliferate, says Laurent Schmitt. 
Utilities should not resist the change 
but embrace it to become “community 
enablers”, he told EURACTIV in an 
interview.

Laurent Schmitt is secretary general 
of the European Network of Transmission 
System Operators (ENTSO-E). He spoke 
to EURACTIV’s energy and environment 
editor, Frédéric Simon, ahead of ENTSO-
E’s annual conference, on 5-6 December 
2017.

Parts of this interview related to 
cybersecurity were edited out, at the 
request of the interviewee.

INTERVIEW HIGHLIGHTS:

•  Grid capacity needed for 
blockchain energy transactions

•  More grids required to take 
rising share of renewables, cut 
overcapacity

•  TSOs and DSOs “need to be 
integrated in some decision-

I N T E R V I E W

Grid operators boss:  
‘Time for energy utilities  
to re-invent their model’ 
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“The speed of the renewable energy revolution and EV deployment is 
absolutely massive. I think we need to accept that speed,”  
says Laurent Schmitt. [Carlos Sánchez Pimienta / Flickr]
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making processes”
•  Connected appliances increase 

the “surface” of cyber attacks, 
risk to wider power system

•  Speed of renewable energy 
revolution and EVs is “absolutely 
massive”

•  Time for energy utilities to 
re-invent their model around 
energy communities

***

The buzzword these days when talking 
about electricity grids is digitalisation. 
How advanced are European countries 
in the process of digitalisation? Are 
we just at the beginning?

First, I agree with you: 
digitalisation is too much of a 
buzzword. What is important is to 
put concrete meaning behind that 
name. At ENTSO-E, we understand 
digitalisation as something that helps 
optimise transmission of electricity.

There are already large amounts of 
data collected in our control centres to 
optimise systems, markets and so on. 
In that context, digitalisation simply 
helps do better calculations. And 
artificial intelligence is one example 
where we are pretty confident that it 
will improve the quality of forecast 
for renewable loads, for example. 
And a lot of trials are being done in 
that direction.

Another example is blockchain, 
which can help Transmission System 
Operators (TSOs), Distribution System 
Operators (DSOs), prosumers and 
energy communities to work in an 
integrated manner when it comes to 
data-sharing – down to the consumer.

The blockchain is a technology 
which maybe will allow peer-to-peer 
transactions of blocks of energy 
between prosumers. And for that 
to happen, you need to make sure 
that the system is able to reserve the 
required grid capacity to enable these 
small transactions to take place.

That means capacity at the 
distribution and the transmission 
levels. And that will allow much more 
micro-transactions at the edge of the 
system, which need to be taken into 
account by the wider system.

So these are two examples of 
digital technology use cases that we 
are very much looking forward to.

These are very much future-oriented 
applications. Can you tell us what is 
happening right now on digitalisation?

Right now, we are developing new 
network codes, which require very 
fine capacity calculation to better 
inform the market and release as 
much capacity as possible onto the 
markets. And that requires building 
a very strong grid model, which is 
our short term focus. We’re building 
a data hub for sharing information to 
build a common grid model which is 
pan-European.

When will this common grid model be 
completed?

We have a very strict commitment 
in the network codes deployment. We 
have a clear roadmap with milestones 
to develop a Common Grid Model 
and Operational Planning Data 
environment (CGM-OPDE), which 
is a backbone infrastructure. A first 
prototype release of this platform is 
planned for January 2018. And then 
we will develop applications around 
this over the next 2-3 years.

The roadmap is committed and 
clear. Now, as with all IT projects 
there can be delays related to the 
complexity of such a project – for 
example the alignment together of 
all the TSOs, building the right data 
agreement between them, building 
the right cybersecurity environment 
around it, and so on.

Assuming all goes according to plan 
and the platform is deployed, when 
will consumers feel a difference?

First, it will be the market players 
who will feel a difference. They will 
have much more information in 
terms of capacity calculation, through 
the regional security coordinators 
because this cannot be looked purely 
from a country point of view.

And that means more and better 
allocated capacity. Today, grids tend to 
be more congested. People want more 
and more capacity for their trades 
and we have less and less to offer. 
Because at the moment, renewables 
don’t come in the right place in our 
grids.

So less congestion means easier flows 
and more possibilities to take up 
renewable energies?

It means more flows of green 
electricity, and an increased need to 
rebalance the system maybe with 
other types of generation.

Does it also mean some generators can 
be taken offline?

That can be a consequence. Some 
of this backup infrastructure is being 
used as flow re-dispatch. So a power 
plant that was purely used for re-
dispatch maybe is going to be de-
commissioned.

Do you know how many of them? Some 
EU member states are eager to build 
more of those ‘capacity mechanisms’ 
as back-up but maybe they aren’t 
needed after all?

This is the question of the regional 
adequacy assessment. We know we 
need to do more on that, so we can 
put in place a capacity market or 
strategic reserve. But we shouldn’t 
over-estimate the need for capacity.

The situation in Europe is clear, 
there is overcapacity in generation. 
And it probably won’t be the case 
anymore in the future if we phase-

Continued from Page 13
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out the current coal capacity and 
the rest of nuclear in Germany. The 
overcapacity at some stage is going to 
disappear.

BLANK SPOT: THE TSO/
DSO JUNCTION

Going back to digitalisation, where are 
the main blank spots – or the missing 
links – in Europe? Is it inside EU 
countries at regional level or between 
countries?

The complex part obviously in the 
next few years will be the interface 
between the Transmission System 
Operators (TSOs) and the Distribution 
System Operators (DSOs). That’s why 
our annual conference put the focus 
on ‘connecting the dots’.

TSOs and DSOs cannot be 
designed, controlled and operated 
separately – they need to be integrated 
in some of the decision-making 
processes.

And so the question is what kind 
of information should be exchanged, 
and whether there are pieces of the 
IT infrastructure that needs to be 
built together. There is currently a lot 
of debate on how can the flexibility 
be shared between TSOs and DSOs 
to address congestion issues in the 
future – the DSO being more related 
to electric vehicles and TSOs more 
related to flows of renewables.

And so the question is to define 
the best architecture in order to 
orchestrate this interaction between 
the two. That is one of the difficulties 
with digitalisation: defining what 
kind of information from smart 
meters TSOs need to see, and vice 
versa: what kind of information DSOs 
need to get from the TSO.

This is all about data exchanges then?

Yes: data exchanges and platforms, 
APIs, etc. Should cooperation go as 

far as planning joint investments for 
instance? This is one of the questions 
we are asking ourselves.

Can a completely integrated TSO/DSO 
infrastructure be envisaged?

That would be complex from a 
governance point of view. TSOs are 
national unbundled bodies while 
DSOs are sometimes very local and 
very regional, and in a lot of cases 
owned by suppliers/generators. But 
that does not prevent having a joint IT 
tool which can be operated together. 
And we see some of them starting 
to do that, for example TenneT in 
the Netherlands in the form of joint 
investment.

In terms of future digital 
investment, this is where there is 
currently the most uncertainty. And 
we want to anticipate it – we’ve had a 
TSO/DSO platform for some time and 
we want to continue that effort.

It’s still at the beginning?

We have done a lot already. It was 
more at high level last year and now 
we are going to drill down more into 
the detail of what it means in terms 
of active coordination of network 
management, data exchanges, joint 
projects, etc.

That must mean a lot of 
standardisation effort with DSOs, 
who are quite numerous…

Yes, there are about 4,000of them. 
The good news is that the backend 
systems are not as un-harmonised as 
you would think. There are several 
vendors in the industry who are 
using quite similar standards. Under 
the International Electrotechnical 
Commission (ICE), there are a lot of 
efforts that have been made around 
building a common information 
model, with one chapter on TSOs and 
another on DSOs.

So once we are out of the 

marketing buzz around digital and 
we get down to the detail, I’m pretty 
sure convergence will be there.

Do you have an idea of when this is 
expected happen?

The DSO/TSO interface will be 
more on a trial environment in the 
next three years, while we develop this 
Common Grid Model. And around 
2021-22, the DSO EU association 
will probably be well established. 
And then we will have the right 
framework to start going further in 
implementing the digitalisation of 
the TSO/DSO interfaces. So we will do 
things in the next three years for sure 
but it will be on a trial basis.

This sounds like a relatively short 
timeframe…

You know, we have no choice. 
The speed of the renewable energy 
revolution and EV deployment is 
absolutely massive, just look at the 
projections from the International 
Energy Agency. I think we need 
to accept that speed. And if you 
compare current projections with the 
decarbonisation goals of the Paris 
Agreement, there is still a gap.

So the speed of the transformation, 
even though it is already high, can 
still accelerate further if countries 
manage to align themselves on 
climate action.

What could possibly slow down 
the electrification of the economy? 
Renewable prices are going down, 
EVs are taking off more slowly. You 
say TSOs are ready for it… So what’s 
blocking?

Clearly, it’s the regulatory 
environment – the complexity of 
aligning all interested parties around 
the topic. And that’s why we are so 
attached to our network codes: it took 
three years to write these documents 
and if we had to restart from scratch, 

Continued on Page 16
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that would be a lot of regulatory 
alignment effort.

And I think that is what’s going to 
slow down efforts: defining the roles 
of each participant in the electricity 
market, how we organise it.

CYBERSECURITY

With digitalisation also come 
cybersecurity concerns. Is there a 
clear and present danger already now?

Cybersecurity is a topic on which 
by default I don’t speak much about, 
for obvious reasons. So yes, we 
see concrete examples and are we 
monitoring this very closely. And we 
see things can happen.

Can happen or have happened?

So far, I’m touching wood, there 
has been no major incident. We have 
taken cybersecurity much more 
seriously into consideration as part 
of our Common Grid Model platform. 
We have tightened our cybersecurity 
strategy, we are preparing now a 
new document which is about to 
be released – again confidential for 
obvious reasons.

What I can say is that security 
is very much a national constraint, 
relying on a national political 
environment. But the grid is 
interconnected in Europe. So the 
question is how to bring a national 
perception of security into a topic 
which requires an interconnected 
system like in Europe. And that is 
what we are currently working on.

I will never say that we are perfect 
because anything can happen. But 
we are prepared to monitor properly 
what happens and to take the right 
actions if something happens.

It’s all about data again…

This is the issue, yes. You know, 

on the one hand TSOs are being asked 
to release more and more data about 
grid capacity and availability. But on 
the other head, the more we release 
data about the system, the more 
vulnerable and exposed we become to 
cyber-attacks.

So can data be contained in a way that 
takes care of cybersecurity concerns?

There are ways of containing data. 
Again, I will never say that we are 
100% sure. But fundamentally, grid 
operators are risk managers, they 
are used to deal with these kinds of 
incidents so I think we can manage 
that risk.

The issue is to get the population 
to understand that this risk is very 
real and to adapt our process to those 
risks. And that will have an impact 
on what we can do with our data, for 
sure.

Can walls be erected, for example 
between the European Union and 
Russia?

You raise an interesting question 
on which I don’t want to comment 
further. But yes, we do often see 
attacks between Russia and some 
areas of Europe. And so there are 
risks.

Should citizens be worried about their 
smart meters or connected fridges 
becoming a kind of Trojan Horse for 
hackers or cyber-attacks?

There are various elements to that 
question. The first is what kind of 
data protection consumers need to 
have. And I think there is a consensus 
now that consumers own this data. So 
whoever operates this data for them 
has an obligation to be sufficiently 
secured in terms of privacy protection.

The other element, which is 
also true, is that these connected 
devices increase what I would call 
the ‘the surface of attack’ of the 

wider electricity system itself. The 
potentially exposed assets used to 
be purely owned by the utility. Now, 
because of demand response, it goes 
as far as assets which are in the garage 
of people.

So of course it’s easier to hack 
those assets than have people with 
guns trying to penetrate sub-stations 
owned by utilities. It increases the 
risk and that has to be taken into 
account.

That “surface” as you call it is 
not just going to increase – with 
connected devices it’s going to rise 
exponentially…

Let’s not over dramatise this. 
Connected home appliances like a 
solar panel or a smart meter are much 
smaller assets than a nuclear power 
plant for instance. So the impact on 
the wider system won’t be the same. 
But connected appliances do increase 
the surface of attack, that’s a fact.

The consumer himself is not 
directly exposed. The people who are 
exposed are those who are connected 
to the aggregator or the utility, which 
can be disturbed in their operation.

ENERGY COMMUNITIES

Another buzzword linked to digital 
is microgrids. Do you expect those to 
sprout like mushrooms in the coming 
years? And could that become an issue 
at some point?

When I was at GE, I always said 
microgrids were at the centre of smart 
grid development. And I’m still very 
convinced about that. But my vision 
of microgrids is different – I see it as a 
small system that is connected to the 
main system.

And that fits very well with the 
definition of energy communities in 
the European Commission’s Clean 
Energy package. What we are saying 
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is that those communities should be 
connected to the main system – the 
DSO or the TSO depending on their 
size.

And here, there are various 
questions to be asked: how do they 
connect with the AIM, do they 
run on an aggregator, are they 
themselves an aggregator, are they 
vertically integrated in the microgrid 
environment, etc.

So there is a lot of R&D still to 
be done. But as an entity, I think 
microgrids are going to develop 
simply because demand-response 
and solar PV tend to happen through 
communities: you see your neighbour 
with a solar PV on their rooftop or an 
electric vehicle and you want one too. 
This is how communities are built – 
it’s the prosumer adoption model.

As TSOs, we should not oppose 
this but think about how to integrate 
these people. And if they own a few 
wires, for sure they need to be properly 
regulated against the DSO or the DSO. 
And they must also pay their share 
for grid access because they receive 
services from their connection to the 
wider electricity system.

So the question is not to resist 
those communities but put a 
framework in place to integrate them: 
the connection, the grid tariff, etc.

Do you see a risk there in terms of 
keeping the stability of the wider 
electricity system?

Yes. But they can also help in that 
regard: with their own storage, their 
own EVs. So we see this as a potential 
win-win situation.

As TSOs, we are selling these 
people insurance. 80% of the time, 
communities will be able to live on 
their own, without input from the 
outside. For the remaining 20%, 
they will need insurance, and this is 
where we have to agree on a price and 
a number of conditions. These are 

new business models that need to be 
looked at.

Should communities be encouraged, 
are they the future of energy? This 
may sound a bit utopian at times…

Technology is sold through 
adoption curves, with early adopters 
and late adopters. The early adopters 
speak to their neighbours – real or 
virtual. Maybe one area of Brussels 
will want to claim that they are 
clean and green, become energy self-
dependent and save the planet. And 
it’s positive – people want to be part 
of something bigger, they want to be 
renewable, efficient.

I think this is how the prosumer 
movement is going to evolve in the 
future – it’s clear form what I’ve seen 
over the past ten years working on 
microgrid demonstration projects, 
for example Nice Grid. The most 
difficult in these projects was to stop 
them – people wanted to continue, 
they thought it was cool.

That community element should 
not be overlooked – it’s coming. I am 
myself an electric car driver, and I 
love sharing my experience with my 
EV community.

Energy communities, peer-to-peer 
exchanges: could all of that put the 
energy utility model into question?

Yes, it could.

Should power utilities be worried?

It’s certainly time for energy 
utilities to re-invent their model in 
this new environment. At the end of 
the day, managing energy is a complex 
skill – the entry barrier is quite high. 
So it’s up to them to update their 
business model to manage energy in 
a different way. Instead of blocking 
communities, they could become 
community enablers for instance.

For us, as grid operators, we don’t 
see communities as a major threat. 

If tomorrow we see communities 
starting to mushroom – that will 
bring further flexibility which is good 
for the system.

What fans of renewables 
sometimes don’t understand is that 
wind or sun power might come from 
far-away places, north or south, 
because it might be cheaper there. So 
the value proposition is to offer them 
Over the Top (OTT) services where 
green energy is part of the mix of 
services available through the grid. 
And then comes the blockchain to 
enable peer-to-peer exchanges.

So I think this is going to really 
revolutionise the power industry in 
the next five years – total revolution. 
And that’s really fun.
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