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POYRY IN IRELAND

POyry Management Consulting has a wealth of experience in the Irish energy
market, covering transactions, strategy, regulation, retail and gas markets

Our Experience

\
i

DT 4

Asset Strategic Scenario Regulatory Retail Gas
valuations advice analysis advice sector market
° ® e ® e °

\

} |
s ~

Development of

Developed Irish market
strategies and Irish
market entry strategies

Advisor to key thermal,

renewables and
interconnection
transactions

wholesale gas market

rules, gas purchasing
strategies, gas distribution
network valuation

O POYRY

COPYRIGHTOPOYRY

IWEA SPRING CONFERENCE | 12 MARCH 2019 2



WHAT DOES VINCENT VAN GOGH HAVE TO SAY ABOUT RESS?

“Great things are not done by impulse,
but by a series of small things brought together”
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1. IT°'S IMPORTANT NOT TO RUSH

Figuring out the details of the CfD mechanism took the best part of 2 years in GB.
Once finalised, it took almost a year before auction results were published.

State aid application State aid decision seems
Akin to RESS possibly a couple of months possible fairly quickly. In GB
High Level after detailed design is well there was close contact with
Design? understood? the EU prior to the application
Jul-11 Jun-12 Jun-14 Jul-14 Oct-14 Feb-15
EMR White  CfD payment State aid  State aid Auction 1 Auction 1
Paper model policy application clearance process results

paper received begins published

Aug-14
Standard terms
published

Even once state aid clearance was
received it took 7 months until the
auction process was complete

Where we are
today?
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2. THE DEVIL IS IN THE DETAIL (PART 1)

In 2018 the German onshore wind auction rules changed, with community projects
required to have an environmental permit before bidding

2017

— Community projects not required to have an
environmental permit prior to bidding

— Auctions up to 3x oversubscribed

— Community projects account for 95% of
tendered capacity

2018

— Environmental permits now required for
community projects

— Auctions end up becoming undersubscribed
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2. THE DEVIL IS IN THE DETAIL (PART 2)

The 2010 Anholt auction in Denmark had several stand out features that resulted in
there being only a single bidder...

€13-52M opt out penalties

Up to 3% strike price haircut plus fines for late delivery

Standby requirement (aka the loser’s curse)
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2. THE DEVIL IS IN THE DETAIL (PART 2)

..which unsurprisingly resulted in a high clearing price

Bid prices for offshore wind auctions in Denmark (€/MWh, nominal money)
€MWh
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final bid
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° | Horns Rev 2 | Ragdsand 2 | 2nd Rgdsand 2 | Anholt | Horns Rev 3 | Kriegers Flak |
Jul-05 ‘ May-06 ‘ Apr-08 ‘ Jun-10 ‘ Feb-15 ‘ Dec-16

Note: The original winner of Rgdsand 2 withdrew, leading to a rerun of the auction
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3. CORPORATE PPAS...THE SAVIOUR OF ONSHORE WIND?

Since 2015, 346MW of capacity in Ireland has received corporate PPAs; but it’s not
clear CPPAs on their own will result in Ireland hitting its 2030 objectives

Future onshore wind installed capacity (MW)

MW
8,000

7,000 NECP4 Installed
onshore wind capacity

6,000
5,000
4,000
3,000
2,000

1,000

Nov-18
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

Note: Over the last three years, the average annual amount of CPPA capacity added has been ¢.115MW. This is added
annually to the Nov-18 total to derive the CPPA trajectory shown.
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CLOSING THOUGHTS

The detailed design of renewables schemes is absolutely critical; hasty decisions
could be costly in the long-term

Designing a renewables scheme is extremely complex and takes
time to get right

Corporate PPAs are becoming increasingly relevant, but aren’t a
substitute for a government backed CfD for onshore wind

Little details can have a material impact on outcomes

Getting the design wrong can have significant consequences
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O POYRY
The connected company AR

The leading advisor to the world's energy, forest and bio-based industries.
Clients choose us for the sharpness of our insight, deep industry
expertise and proven track record — because results count.

Poéyry Management Consulting




