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Renewable energy technologies usually features large cost reduction potentials =
New plants are generating cheaper than existing plants
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Investment Prices (€,,,,)/KW,)

Historic experience curves for electricity supply technologies
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Source: Junginger et al. 2010
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Feed-In tariffs provide long-term contracts over a long time =» price risks
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Typical Contract Term in Years for Renewable Tariffs
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Degression rates for new power plants
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Degression rates for new power plants#rE ) EMEH T FFER
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Tariff adaption mechanisms
Country . .
" for new installations
Austria Regarding new plants, the amount of compensation is gradually reduced.
The amount of price reduction 1s re-calculated every year
Czech The level of remuneration for naw nstallations 1s set annually by the
Republic Energy Regulatory Office. These tariffs cannot decrease by mors than 5%
in relation to the year before
Estonia Statutory law does not provide Zor an adaptation mechanism
France The decrees on the Feed-In Tariff for the single technologies (arrétés) all
provide for annual adjustments to inflation of the tariifs for new systems.
Tariff degression of 2% annually 1s applied for electricity from new wind
turbines from the year 2008 on.
Germany The annual percentage degression for tariffs and bonuses for electricity
generated from wind energy
a) from offshore installations shall be 5.0% from the year 2015 onwards,
and
b) from other installations shall be 1.0%.
Italy Payments will be reduced by 2 or 4% for systems commissioned in 2009 or

2010. Systems commiss:oned later than 2010 will be subject to a new
decree setting a new amount. If the new decree is not enacted. the amount

set for 2010 shall apply.
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Source: www.res-legal.eu
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Degression Factors for Wind Power X\ B8 BB f7 338 8 R £
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Degression Factors with national vs. global learning
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d=x-d,+(1-x)-d,=03-2%+0.7-1.5%=1.6%

with
d:  annual degression rate of the tariff for new plants
x:  domestic cost share of components and services
d,.  assumed degression rate of domestic components and
services BT
d,  assumed degression rate of components and services purchased on
global markets

-

Source: www.res-legal.eu
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Tying Degression Factors to Capacity Deployment
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Example Degression factor of PV in Germany in 2012  PAfE[E 20124 YR MK 5

PV capacity additions in 2011

Degression Factor

2011 HF AR K AL IR
< 1500 MW 1,5%a
1500 - 2000 MW 4.0%/a
2000 — 2500 MW 6.5%/a
2500 — 3500 MW 9.0%/a
3500 — 4500 MW 12%l/a
4500 — 5500 MW 15%/a
5500 — 6500 MW 18%la
> 6500 MW 21%/a

e Creates uncertainty for
investors
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e Learning mostly driven by
global markets
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e Limits the additional costs
through a , soft* cap
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Inflation adjustment for existing plants
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with

0.7:  Share of tariff not effected by inflation
0.3:  Share of tariff effected by inflation

1;:  Feed in tariff in year i of operation of an individual plant T
I; ;. Domestic  consumer price index in vear i of operation of an individ-
ual plant
I, : Domestic  consumer price index in vear a start of operation of an L
individual plant

T,: Feedin tariff in year a start of operation of an individual plant
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Renewable Tariff Adjustments for Inflationk
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For the effectiveness of a Feed-in Tariff some provisions as well as periodic
adjustments or revisions are necessary in order to anticipate changes of
economic or technologic framework conditions and adapt the tariff accordingly.

The adjustments should apply to newly commissioned plants only.

Inflation should be considered with a fixed tariff adaption rule. pr—

Learning Effects and Economies of Scale should be split up according to their
occurrence and calculated correspondingly: on the domestic or on an L

international market.

Unforeseeable circumstances can be taken into account by reviewing the tariff
every four years.
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Dominating support schemes for RE-Electricity in the EU
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B Minimum Price Standards/FIT
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B RPS/ Quota/TGC
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B MPS and
RPS/Quota / TGC
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O Tax incentives /
Investment grants
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A clear majority of EU countries uses feed-in tariffs as main instrument
6 countries have implemented a quota obligation with TGCs
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Degression Factori i &%
Germany 2010:
201041k [

Wind XU HL: 1%
Solar X FH e A& H.: 9%
Small Hydro/NK H: 1%
Biogasyd<: 1,5 %

Landfill Gashi Yz IHIEA: 1,5 %

Source: Wind Works
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