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P Lo KELEASE | 14 December 2023 | Brussels

Commission welcomes deal on electricity market reform

The Commission welcomes the provisional agreement reached today by the European Parliament and Council on the
reform of the EU's electricity market design. This deal will help the EU build a renewables-based energy system,
lower energy bills and better protect consumers from price spikes and empower them to benefit from the transition. It
will ensure a sustainable and independent energy supply to the EU, in line with the European Green Deal and

the REPowerEU Plan. This reform, which was proposed by the Commission as part of the Green Deal Industrial Plan,

will also make the European industry cleaner and more competitive thanks to better access to affordable renewable,
non-fossil energy.

The reform provisionally agreed today by the EU co-legislators features revisions to several pieces of EU legislation—
notably the Electricity Regulation, the Electricity Directive, and the REMIT Regulation. Building on the lessons of the
energy crisis spurred by Russia's invasion of Ukraine, the agreed reform will bring more price stability to both
consumers and suppliers thanks to a broader use of long-term contracts for clean power production and will bring
more non-fossil flexible solutions into the system such as demand response and storage.

Better protected and empowered consumers
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- MAJOR ISSUES: TU
* Better protected and empowered consumers;

* energy market integrity and transparency
(ACER) ;

* A competitive European industry with
predictable energy costs

* Long-term contracts: PPAs and CfD
* integration of renewables (RED IlII: 42.5%)




2. Late acknowledgement in 2023:

CO

No Grids — No Green Deal

The
Economist

DSOs FOR EUROPE

“The EU is bringing grids to the centre of its
agenda.”

European Commission, Grid Action Plan

iea I

Electricity Grids

and Secure Energy
Transitions

Enhancing the foundations of resilient,
sustainable and affordable power systems
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“With this special report, we aim to

put an urgently needed spotlight on
power grids.”

IEA October 2023
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2. HOW VARIABLE RENEWABLES IMPACT

THE ELECTRICITY SYSTEM
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 reray Key term of the future:
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Classified residual load
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" G 3 Capacity payments vs Flexibility

There are two extreme positions:

By a regulated capacity payment with STMC
pricing?

or

By competition between supply-side and
demand-side technologies and behaviour (incl.
Storages, grid and other flexibility options) with

correct scarcity pricing signals?
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The ,,.Duck curve”

California's duck curve is getting deeper

CAISO lowest net load day each spring (March—May, 2015-2023), gigawatts
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{g From ,,Duck curve” to
,Canyon curve”
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B 4, LONG-TERM CONTRACTS TV

* How to recover the investment costs of
variable renewables if P=07?

* Future and forward markets: How strongly
to interfere by a regulatory authority or
by the EU ?

* PPA - for Renewables?

*C f D as ultimative solutions?
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An overview of the CfD mechanism (example)

Generator pays back

Upper strllke price MRD price

CfD top-up

Market revenue

\ 4

Lower strike price

A

Customer/government pays back

Time

Figures used are for illustrative purposesonly.



- nergy
Conomics
roup

5. RETAIL MARKETS: TOWARDS
PROSUMAGERS
AND ENERGY COMMUNITIES
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B Energy Communities

Traditional energy system
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» Sustainable electric. system - integration of a
broad technology portfolio & demand-side options

» Capacity payments: - most urgent exhaust full
creativity for flexibility of all market participants

* Dynamic pricing and new tariff system systems
important especially for prosumers

* New market design”? New models of long-term
contracts?

« What happens after 20307
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