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Estimating risk mark-ups

Financing cost premium of full power price exposure
* 0.8-1.7% NERA (2013)

* 1.2%

Risk transferred off-takers of LT contracts

(Newbery, 2016)

e Default spread as function of credit
rating (Damodaran 2017) »

e 20% lower contract prices
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Total costs increase 30%
(May and Neuhoff, 2017, Aurora Energy Research, 2018).
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Comparison of 4 design options

1. Contracts for difference (Nera, 2013, Pollitt and Anaya, 2015)
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2. One-sided sliding premium systems (Klobasa et al., 2013; Kitzing, 2014)
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Comparison of 4 design options

3. Fixed premia (Schmidt et al., 2013), Kitzing and Weber (2015)
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Evolution of strike prices and total costs to consumers

with increasing expected wholesale price levels
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Remuneration levels of large-scale PV plants in Germany
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Source: IWR, 2018 and Bundesnetzagentur
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Evolution of strike prices and total costs to consumers of renewable

energy with declining levelized costs of technology
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Quantification - Assumptions

* amortization period of 20 years for both equity and debt.
1, =7% ->a,=9.4% (min20%)
13 =2% ->a,;=6.78%
* Power price expectation: 43 Euro per MWh
* Market value PV 96%, Wind on-shore 83%, off-shore 91%
* RE share 2030 — 65% of 776 TWh -> 303 extra TWh

cost

608 E/kW 1000
Wind on-shore 1000 E/kw 2000 5
Wind off-shore 3800 Euro/kw 4100 5
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Quantification — Results

Example Solar
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