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The European decarbonisation agenda brings a new reality to the power

system...
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* RM refers to COP15 where “world leaders agreed that global average
temperature should not rise more than 2°C” ¢ Impact Assessment mentions “limit global temperature rise to below 2°
e EUCO “will revert to this issue after the Paris Conference”

...and the Paris Agreement will probably speed up that process

Art. 2(1a) speaks of “well below 2°C” and “to pursue efforts to limit [the increase] to 1,5°C”
A target of well below 2C requires strengthening of EU 2050 objectives and also has implications for 2030 policy delivery
to ensure a cost effective trajectory to 2050
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Low-carbon technologies represent 56% of EU electricity generation

SHARE OF LOW-CARBON TECHNOLOGIES IN THE EU EU GENERATION MIX IN 2014 (TWh)
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— Low-carbon technologies contribute to more than 50% of EU power generation since 2012.

— decreasing share of fossil fuels in the power mix and a decrease in demand are contributing to
a decline in the CO, emissions in the power sector

Source: EURELECTRIC
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All new capacity is green: continued Capa'-ci'ty g'rOWth' ina
stagnating market

— The pace of RES capacity additions slowed down in 2014 (annual additions of solar power decreased, while
wind capacity additions increased).

— Decommissioning of gas capacities continued: in 2014 more capacity was decommissioned than added to
the system.
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A clear investment dilemma for power companies: how to meet
the decarbonisation ambition at today’s power prices
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— Decrease in demand, subsidies to new capacities with variable RES continue to put pressure on
prices.

— Recent IEA report shows that LCOE of power generation technologies and storage is rarely
below €50/MWh in Europe.
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A strengthened ETS will ensure cost-effective, technology-neutral and
market-based delivery of the decarbonisation agenda

' STRENGTHEN THE EU ETS - EU ETS should be the main driver for RES

® investments in the electricity sector. Strengthening the EU ETS is therefore
a no-regret option. With a reinforced carbon price signal and an accelerated
cap reduction additional measures to promote RES can be minimised within
the ETS sectors.

A EUROPEAN APPROACH - A non-harmonised (national) approach to

® reduce GHG emissions could even be counter-productive leading to
significantly higher overall energy and decarbonisation costs. It will not only
further distort, but also fragment the internal energy market.

' A CONSISTENCY CHECK - Adopt a coherent approach in the targets and
@ Mmeasures. Assess the interlinkages between the EU ETS and RES support.
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ELECTRICITY MARKET DESIGN:
FIT FOR THE LOW-CARBON TRANSITION
FIT FOR CONSUMERS
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ENSURE THAT CONSUMERS REAP THE BENEFITS
OF LINKING WHOLESALE AND RETAIL MARKETS

- .J\h Enable customers to participate through demand response
juc "\k\*j, Allow innovative products and dynamic prices, phase out regulated prices

9 Clear roles and responsibilities for all market players,
B A level playing field for prosumers, demand response, storage

Timely roll out of smart meters and smart grids
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Empower customers
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Allow customers to choose from a range of services
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Phase out regulated retail prices (still in 14 MS)

Figure 42:  The existence of regulated prices in the EU MSs and Norway — December 2014

Electricity Gas

M Regulated prices " Non-regulated prices
M Regulated prices with roadmap for their removal Non-regulated prices with (a potential) ex-ante intervention in price setting

Source: CEER National Indicators Database.
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Free up the electricity bill and finance
decarbonisation in less distortive way
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Roll-out fit-for-purpose smart meters

Figure 57:  Share of household customers equipped with smart meters for electricity — 2014 (%)
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Leave bill design to market players
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Make sure comparison websites and new sales
channels are subject to regulatory oversight

Comparison Sites Under Fire Over 'Kickbacks'
sw (W[ANWEY sky News — Mon, Oct 20, 2014

B | W Tweet [ share| 1 +1 L3, print

[ere are claims that families who use price comparison websites are missing out

on the cheapest energy offers. The Big Deal campaign group says comparison Sit...

Price comparison websites have been accused of hiding the best
energy deals from consumers.

Instead, tariffs are promoted from providers who are paying the

T View Photo sites up to £60 commission when a user switches, according to

e R e A AR L T T

Ofgem defends websites over claims they
hide best energy deals

Claer Barrett  Author alerts v

UK energy watchdog Ofgem has defended
price comparison websites against
accusations that they are hiding the
cheapest “switching” deals in favour of
sypphers #ho pay ‘Eﬁéﬁll&)'ﬂﬁlﬁsm.:{he
‘regu.lator said a completely transparent" .
P process would “ruin” the sites’ business :-

*
models. .
L5 . **

Labour shadow energy secretary Caroline Flint

Politicians and energy groups reacted with anger on Monday after an investigation
bv consumer group The Big Deal revealed that popular online switching sites
ComparetheMarket, uSwitch, GoCompare, Moneysupermarket and Confused.com
gave more prominence to money-saving taritfs that generated commission payments
of up to £60 a time.

In most cases, consumers were only given access to the full range of deals — that is,
including suppliers who did not pay the sites commission for referring potential
customers — if they unticked preselected boxes.
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Ensure clear and comparable information on offers

. ea ﬁ
BEUC = curelectric :eﬁflrogasé{,

IMPROVED COMPARABILITY OF ENERGY OFFERS

5 key elements to be provided to customers by suppliers in one place, in a
short, easily understandable, prominent and accessible manner:

(i) product name and main features
(ii) total price
(iii) contract duration, notice period and conditions for termination
(iv) payment frequency and method options
(v) supplier’s contact details

BUT NO STANDARD TEMPLATE ACROSS ALL SUPPLIERS!
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Reliable green offers

* Rules defining GOs and Electricity Disclosure m %
should be merged in a single Directive GO,
e It should be mandatory to verify green m e ﬁ

products with GOs

 Depending on positive CBA, suppliers should have the possibility on a voluntary basis to use
GOs to certify any other product

e Disclosure would be based either on GOs or on the residual mix or a combination of both
e Rules for calculating residual mix should be harmonised at EU-level to avoid double-counting
e Member states should not just report total RES production but also total RES consumption

* Introducing these changes would allow suppliers to differentiate their products and consumers
to choose the types of product and the sort of electricity they want



urelectric

ENSURE THAT RENEWABLES ARE FIT FOR THE MARKET

AND THE MARKET FIT FOR RENEWABLES

EVOLUTION OF POLICY COSTS Current RES
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ENSURE THAT RENEWABLES ARE FIT FOR THE MARKET
AND THE MARKET FIT FOR RENEWABLES

Balance responsibility

‘(4?« Strengthen the EU-ETS
N

! ||! Ensure that possible RES support is market-based and
SENEEESY cost-efficient

19
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IMPROVE THE ENERGY MARKET TO ATTRACT FLEXIBLE RESOURCES
AND ACHIEVE RENEWABLES INTEGRATION

MARKET INTEGRATION WILL GOVERNMENTS LET SCARCITY PRICES
PATCH TOGETHER...OR HARMONIZE? HAPPEN?
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IHPROVE THE ENERGY MARKET TO ATTRACT FLEXIBLE RESOURCES
" AND ACHIEVE RENEWABLES INTEGRATION

 ENERGY FLEXIBILITY
Selling KWh Adjusting to short-

term variations

Markets:

Markets: e Day-ahead, intraday,
balancing markets,

* Forward, day-ahead, : :
ancillary services

intraday markets

21



urelectric

DEVELOP A REGIONAL APPROACH TO SYSTEM OPERATION
AND SYSTEM ADEQUACY

Economic Sound and Taken into account

Stakeholders Regional
Involvement scenarios

. ey when introducing
viability of transparent capacity

assets methodology mechanisms
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CAPACITY MARKETS SHOULD BE WELL-DESIGNED AND HAVE A REGIONAL

PERSPECTIVE TO ENSURE SECURITY OF SUPPLY IN A COST-EFFICIENT WAY

» Security of supply | ~ Availability » Market-based > Open to cross-border

¥ ' participation, and
TEEhﬂUlt'?EY ?t‘f“"al;j ideally common
generation, deman sourcing at regional
response, storage level

» Open to new and
existing plants

23
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HOW TO GET THERE?



urelectric




urelectric

The power sector can enable a cost-effective decarbonisation of the
other sectors: electrification case

Targets compared to 1990 levels
Transportation case
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The electrification of the non-ETS sectors (such as transport, heating and cooling) is
essential to the EU’s decarbonisation objectives.

As electricity becomes increasingly low carbon (and as the power sector is covered by the
ETS cap), replacing fossil based systems with electric technologies which utilise electricity

will provide a cost-efficient way decarbonise these sectors.
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EURELECTRIC's priorities and policy recommendations

PROMOTING LOW CARBON INVESTMENTS — Renewables and decentralised technology investments driven by
market signals and supported by a strong EU ETS.

MARKET DESIGN — Energy, flexibility and capacity should be properly valued so that power plants, demand
response and storage are adequately remunerated.

STRENGTHENING THE EU ETS — The main instrument to achieve greenhouse gas emission reductions.
DECARBONISING THE NON-ETS — Revealing electricity as the key energy carrier to decarbonise the non-ETS
sectors.

ENSURING CONSISTENCY — Adopting a coherent approach in the targets and measures to cost-effectively achieve
the EU climate and energy policy objectives.

IMPROVING ENERGY EFFICIENCY — Cost-efficient and market-based policy instruments to leverage the role of
decarbonised electricity.

>
e
S
®

EFFECTIVE GOVERNANCE - Ensuring achievement of the EU climate and energy policy targets.
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WAL P
The electricity system requires three well functioning elements
to ensure stable, affordable and low carbon supply is secured

Electricity
market
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