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AHEAD project report

* How has market and policy design
responded to increasing shares of
renewables in both jurisdictions?

_ 3 | * What are the needs/trends in
The response of market and policy pursuing deep decarbonization in

design to increasing shares of

renewables in California and Germany both jU risdictions?

Lessonslearned and directions for the path ahead

Report
April 2019

US/CA partners:

i ENERGY ECONOMICS PROGRAM | —

Available from: http://www.pik-potsdam.de/ahead
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Why comparative analysis?

* Practical value: Facilitate cross-jurisdictional learning by
identifying “transferable” lessons

* Scientific value: Explain variation between different
policy/market models, assess if models converge or diverge

IEA-EPRI Workshop
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Differences diminish, inflection point reached

200

“In California, the market reforms :" ,

following the 2000-2001 electricity AS s Increased
crisis positioned the state well to efficiency andequity issues have
accommodate subsequent rapid become @ major concern for

growth of renewables.” regulatory responses.

“Historical differences diminish as
both jurisdictions are trying to go
where electricity systems have not
gone before.”

:l' ) . . - Inflection point
a r;:oobqgriz:?ic ﬁergziizgelsetggiiit?;;mg— * next X% more challenging then previous 35%
try structure, which required substan- * major deviation form current policy path (needed)

tial responses to growing renewables’’

increasing share of renewables
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Example: Renewable policy design

Figure 24 | Renewable policy designs

past path / adjustments now future path / trends

RPS - need to go beyond
supporting generic

= MWh

'g - increase role of

3 auctioned premium Carbon pricing

]
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a Challenges

administered FIT" « Distributional issues (DE: “regional
balance” endangered, CA: CCAs)
*Renewable Portfolio Standard **Feed-In Tariff

e Carbon pricing (market) risk
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Different approaches to manage carbon price risk

CAL post-2020 price collar EU ETS prices?
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Common challenges for next stage at a glance

Germany California
29,80
2385
21,65
759 M Taxes& 1558 1,58 HETaxes &
Other Levies 114 6.44 Other Levies
1,37 g79 M Renewable Levy 1'34 M Procured Energy
118 B Transmission & B Distribution
Distribution 5,91 B Transmission
5,50 272 M Whaolesale Energy 07 334 mwholesale Energy
122 6.40 3.09
6,70 240
2008 2018 [EUR ct/kWh] 2008 2018 [USD ct/kwh]

High fixed costs challenges: (1) distributional implications, (2)
integration of renewables, (3) electrification
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Example: Electrification / sector-coupling

e ZEV subsidies, charging infrastructure, rate
Figure 26 | Mainstreaming electrification deSign, Smart meter rO”OUt on the Way

future path / trends * But major open questions remain:

* Role of power-to-x vs. electrification, wholesale

- provision of

infrastructure vs. retail market

- mitigation of distorted

“electrification

e entyee" * Large scale (household/industrial) consumer

- electrification targets in : .
other sectors? adoption of new technologies

* Role of price signals vs. technology standards

—Regulatory branching points (uncertainty)
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