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SP 4: Market and
business models for ET




Mission

The mission of SP 4 is to guide the
development of sound and fair markets for
energy vectors, flexibility and emissions
thereby driving the system forward with an
optimal and affordable integration of RES
technologies in the energy mix and
consumption patterns.
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‘ Workshop objectives



Key topics

Establish a common understanding of the proposed changes to
power market regulation published by the European
commission in February

What can SP4/e3s do about this topic and does it trigger new
research projects, e.g., what will it mean for business models
for RES and traditional generators?




Proposed requlation




Response to the energy price crisis and the war in Ukraine

REPowerEU objectives

» Urgent actions on prices

» Keep retail prices in check

» Security of supply

» Refilling gas storage for next winter

» Cut dependency on Russian gas and coal

» Define actions to ramp up the production of green
energy

» diversify supplies

» reduce demand, focusing primarily on gas, which
significantly influences the electricity market
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- EUROPEAN
COMMISSION

Strasbourg, 8.3.2022
COM(2022) 108 final

COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN
PARLIAMENT, THE EUROPEAN COUNCIL, THE COUNCIL, THE EUROPEAN
ECONOMIC AND SOCIAL COMMITTEE AND THE COMMITTEE OF THE
REGIONS

REPowerEU: Joint European Action for more affordable, secure and sustainable energy

Source: European Commission



Concretising REPowerEU

4

ACCELERATE
CLEAN ENERGY
TRANSITION

2

REPowerkEU

PHASE OUT DEPENDENCY
ON RUSSIAN FOSSIL FUELS

- EUROPEAN
COMMISSION

Strasbourg, 8.3.2022
COM(2022) 108 final

DIVERSIFY

I COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN
ENERGY PARLIAMENT, THE EUROPEAN COUNCIL, THE COUNCIL, THE EUROPEAN
SOURCES ECONOMIC AND SOCIAL COMMITTEE AND THE COMMITTEE OF THE
REGIONS
SMART INVESTMENT
National and European plans: REPowerEU: Joint European Action for more affordable, secure and sustainable energy

reforms and investments,
faster permitting and innovation

Source: European Commission
Source: European Commission
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Realising the Green deal, REPowerEU, Net-Zero Industry Act
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Electricity Market Design Reform, dated 14.3 2023

EUROPEAN COMMISSION
Strasbourg,
14.3.2023
COM(2023) 148
final
2023/0077(COD)

Proposal for a
REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

amending Regulations (EU) 2019/943 and (EU) 2019/942 as well as Directives (EU)
2018/2001 and (EU) 2019/944 to improve the Union’s electricity market design

(Text with EEA relevance)

{SWD(2023) 58 final}
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The market stays

The market principle paid-as-cleared stays as today

Increased surveillance and reporting (REMIT)

- EUROPEAN COMMISSION

Strasbourg,
14.3.2023

COM(2023) 147
final

2023/0076(COD)

Proposal for a
REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

amending Regulations (EU) No 1227/2011 and (EU) 2019/942 to improve the Union’s
protection against market manipulation in the wholesale energy market

(Text with EEA relevance)

{SWD(2023) 58 final }

m



Main objectives of the requlation

insufficient tools to protect consumers, including businesses, against
high short-term prices.

the excessive influence of fossil fuel prices on electricity prices and
the failure for low-cost renewables and low carbon energy to be better
reflected in electricity bills-

the impact of extreme price volatility and regulatory interventions on
investment

the lack of sufficient non-fossil flexibility (such as storage or demand
response) that could reduce dependence on gas-fired generation.

21_Mai 2023 k102

the limited choice of supplier contract types.

the difficulties to directly access renewable energy though energy
sharing

the need for robust monitoring of the energy market to better protect
against market abuse.
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...concrete tools for more electricity contracts

PPA's  (Power Purchage Agreements) CiD's  (Contracts for Difference)
» Buy and sell power at a fixed price for a period of » Two-way contract with a guarantied minimum
time, short or long. price with a market price component on top but

also a maximum price to reduce wind-fall profits.

» Examples:
» Feed-in tariffs is a sort of PPA

Figure 1 : Structure of a contact for differences

» Fixed "long-term" energy price for the consumers o
» Fixed delivery price for the producer a i i
§ .
z
£ 2
s,
- Generator
pays back
o~ Time
Wi Market Revenue E/MWh = CfD payment £/MWh =—==Electricity Price Pay from ge

Source: Ofgem
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Sth PCl list project -

Ongoing PCI .

completed PCI [

Additional gas infrastructure
identified by RePowerEU .

Infrastructure development

Hydrogen and gas

» Mediterranean H2 corridor

» North SeaH2 corridor

» Spanish H2 corridor

» Nordic/Baltic H2 corridor

» Closer connection between infrastructures and energy
carriers. How will this impact SP4?

» Isit relevant for SP4 to consider: Self supplied or a joint
approach, whichis better?

Source: European Commission
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Date

Coramissar ot 3 Vénergie atomigue et aux anergies @ ternatives
Atomic Energy and alrernative Energies Commission

Response t© the European consultation

Electricity market reform project

jssue date February 2023

summary

The wholesale market is @ good ool for short-term opt'\m'\sation of the electricity system and should
be preserved. However, the wholesale market does not promde the long-term yisibility necessary ©
encourage (nwestment in jow-carbon electricity production assets, and 1t is not representat‘we of the
average cost of lectricity produr:tion_. exposing consumers o dangerous price hikes. 1L these last
o ghortcornings that the reform project must address.

To do this, several tools can and should be used 0 para\\e\, put not with the same priority: pPA,
cc»mp\ementaw rernuneration {cfol and forward markets. These tools differ mainty in the risk-hearing
entity petween produr:t’lon cost and market price.

pvenif they are currently undergoing strong deve\opment, we question the capacity of APPS pased on
intermittent renewable energies 10 present @ sustainable interest fof consumers. indeed, with the
expected strong deue\opment of these energies, the buyers of APPs witt find themselves fixtle
nrntpﬂtpd fand less and lass) from market fluctuations. and mav be npn.::\inpd in perinds af low nrices-
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Discussion




Questions to discuss

» What possibility do we in e3s have to assess consequences of different market design alternatives?

» What will be important for the consumers?

» The proposal points to transparency and simplicity but this is difficult to obtain in practice ex. new contract
types.

» How can new projects on renewable energies (for self consumption or energy supply) be affected in
the short, medium and long term?

» What are the important questions that SP4 should address?
» Connections to other SP's?

» What would be our, e3s, research based input to the Commission we have or could provide in the
future.
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Questions to discuss

» How to make strenghten the link between SP4 and ongoing activities in the JP, ex. how the regulation might
impact on JET and demand reduction?

» What should be the concrete SP4 activities for 2023-2024, considering the most important impact SP4 could
make? What findings would you like the SP to generate and what topics could the JP and SP4 engage in the
next months up to 2024

» Is there interest and possibility for in 2024, 1 year from now, to organise an event / seminar on the
assessment of the effect of the regulations that are considered — on the way to become law at the moment?
What effects should be assessed and how can SP4 members contribute?
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