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ENTERING A NEW WORLD, FACING A NEW CHALLENGE

‘ Free pricing?
‘ Costs and benefits of introducing capacity wide mechanisms?

‘ Benefits of coordinated introduction of capacity mechanisms?

Impacts on the internal energy market?




A UNIQUE JOINT QUANTITATIVE STUDY AT FRENCH-GERMAN LEVEL

] Quantitative

This study is > [ Aone of akind

O In line with the EC targets




AN OVERVIEW OF THE GENERAL METHODOLOGY

@ ) 6 different market-design scenarios

Starting with a virtual
reference mix France Germany
in 2030 EOM EOM
EOM +CRM EOM
EOM +CRM EOM +CRM
2 )

Modelling market
ties’ behaviors i . . . .
—_: : pzirxls'nsarth?dvelgiI:r:n 2 kinds of EOM (with/without price cap)

\ scenarios )
\
3 Comparing resulting \

mixes in terms of:
> - Security of supply
- Economic efficiency

\- Cost for consumerSJ




FREE PRICING IS THE CORNERSTONE BUT NEEDS TO BE COMPLEMENTED...
IF NOT, SECURITY OF SUPPLY WILL NOT BE MET
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EOM is maladjusted to handle
the ever-growing weather uncertainties

A very risky environment for investors...

...Leading to underinvestment and failing to
ensure SoS

1 3 5 7 9 1113151719212325272931333537394143454749
scenario

B Germany coal MGermany CCGT B Germany peak




A CAPACITY MECHANISM SECURES THE ENERGY TRANSITION
AND FOSTERS FLEXIBILITY AND DEMAND RESPONSE

Too high risk premium for flexible assets in an EOM
Figures for Germany

Reduction of the exposure of 70%
investors to weather uncertainty 50% |

HEOM

W \With @ CRM in France and in Germany

In % of fiked costs

Triggering of investments in
generation, in DSM and innovation
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Coal CCET Peak plants

Secure electricity supply in all
scenarios in which a capacity
mechanism has been introduced

National energy transitions are
secured




A CAPACITY MECHANISM WILL NOT COST MORE MONEY !

Capacity mechanism never results in welfare loss, and can lead to welfare gains in best case

Impacts on CCGT revenues of the introduction of a CRM
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Lifetime revenues [in % of total investment cost)

¥ Revenues in EOM without price cap M Revenues in EOM without price cap + CRM

Average revenue in EDM without price cap mm = Average revenue in EOM without price cap +CRM

Consumers will pay lighter bills for a better service

Capacity owners’ income will be more ’ a 1 Reventies of market partes e lover i
. 0,04 — 2. ...hut they are also less random —
J predictable !




WHAT IF A REGIONAL AND COORDINATED APPROACH IS PREFERRED ?

Benefits for ALL !

a cheaper and safer electricity supply
Savings for French and German consumers compared to EOM

f

— MR a greater predictability and an innovation booster
of flexible assets, similar results for DSM

: a secure electricity supply for all citizens
' ' ' ' ' at the Franco-German level

X* a new role to play in the security of supply field




