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Microgrids: from pilot to commercial deployment

Today, the Global Smart Grid Federation published the report ‘Status and Insights on Microgrids:
From Pilot to Commercial Deployment’. The report identifies various functions of microgrids,
determines barriers to their commercialization and presents solutions for promoting microgrid
commercialization, based on insights from existing microgrid pilot projects. One of the main
conclusions is that with ongoing cost reductions and changes in the regulatory framework that
enable microgrid business models, microgrids will shift from pilot to commercial deployment.

The deployment of renewables such as PV and wind energy is continuously increasing. Since these
distributed energy sources are intermittent in nature and thus unable to provide a constant power
flow, they cause small fluctuations in the grid which the conventional operation system is not designed
to handle. A possible solution is the use of microgrids. Microgrids are used to balance fluctuations from
renewables at the local level, by utilizing various storage and load resources. They are able to integrate
large amounts of intermittent renewable energy sources into the system and balance demand and
supply efficiently.

Microgrids offer a lot of benefits for both the consumer and the network operator. On the consumer
side, they enable renewables deployment, carbon footprint reduction, increased resiliency in case of
cyber-attacks or natural disasters, increased PV self-consumption, uninterrupted power supply and
electricity bill reduction. On the operator side, they enhance grid and system operation which in return
means lower costs for upgrading or investing in the grid.

While there are high expectations for microgrids, their implementation is still in a demonstration
phase, primarily due to financial barriers. Most of the case studies have been granted subsidies but for
microgrids to be deployed on a commercial scale, their economics must be improved by reducing the
cost of microgrid technologies and increasing the revenue of microgrid businesses.

A rapid decrease in the cost of renewables has improved the economics of microgrids. Efforts have
been taken in reducing the cost of microgrids as well as integrated systems, for instance with the rise
of modular and scalable microgrid systems. Standardization of control and communication
technologies is well on its way and should enable multi-vendor microgrid systems, increasing cost
competitiveness. In the future, peer to peer trading of energy within the microgrid using blockchain
technologies will further drive down microgrid costs.

In parallel, more work on the regulatory side will be needed to support the development of microgrid
business models. In particular, the ownership models of microgrids should be straightened out by
clarifying by whom microgrids can be owned and operated in the regulations. Additionally, the services
and values offered by microgrids should be properly evaluated and remunerated; for instance, by
allowing microgrids to participate in various electricity markets. If revenue sources become clearer,
risks associated with microgrid projects could be reduced, facilitating financing for these projects.

It is clear that the commercial deployment of microgrids has struggled due to high costs and
uncertainty surrounding their business models. However, with the ongoing cost reductions and
changes in regulatory frameworks to encourage microgrid business models summed up above,
microgrids will shift from pilot to commercial deployment.



PRESS RELEASE

Global Smart Grid Federation

The Global Smart Grid Federation (GSGF) is a global stakeholder organization committed to creating
smarter, cleaner electrical systems around the world. GSGF is comprised of national smart grid
organizations from various countries. GSGF brings together the intellectual capital of smart grid
stakeholder organizations from around the world to:

o facilitate the collaboration of national and international Smart Grid nongovernmental
organizations and governmental organizations from around the world to conduct and foster
research in the application of Smart Grid technologies;

e support rapid implementation of Smart Grid technologies by establishing itself as the global
center for competency on Smart Grid technologies and policy issues;

o foster the international exchange of ideas and best practices on energy issues, including
reliability, efficiency, security, and climate change;

e create avenues for dialogue and cooperation between the public and private sectors in
countries around the world on issues relating to the deployment of Smart Grid technologies.

These and other activities help member organizations initiate changes to their countries’ electric
systems to enhance security, increase flexibility, reduce emissions, and maintain affordability,
reliability, and accessibility.

More information
o GSGF: www.globalsmartgridfederation.org
e The working groups: www.globalsmartgridfederation.org/about-gsgf/working-groups/
e The members: www.globalsmartgridfederation.org/members/
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