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Policy costs & network costs are an important part of the
electricity bill in many jurisdictions.
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Breakdown of residential electricity bills in different jurisdictions in
2014 -2015 Source: MIT Utility of the Future




Figure 9: POTP electricity breakdown of incumbents’ standard offers for households in EU capital cities —

November-December 2016 (%)
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Source: ACER calculations based on price comparison tools (PCTs), incumbent suppliers’ websites and NRAs, collected via AREA™ (2017).

Note: The breakdown for Germany refers to the national average, instead of the standard incumbent offer, which is collected by the
German NRA. The NRA of Bulgaria did not provide the required data for calculating the electricity price breakdown for 2016.

QO
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Spanish domestic tariff
(electricity tax and VAT not included)

Computed by the Ministry (include
Policy charges supported generation subsidies, deficit

> annuities, insular systems subsidies)
E = Network tariffs
‘3 Other system costs TN » | Include generation capacity payments
[ Balancing and ancillary :
5 services markets payments to the System and Market
AT = Operators, and interruptible load
charges
Wholesale market
+ losses
e/
S

Commercial Margin
Policy charges Computed by the NRA (Comisién

Nacional para los Mercados y la

Competencia, CNMC)

Network tariffs

Capacity term
(€/kW/year)
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AActive consumersConsumption, generation & storage
iIncluding flexibility

ASelfgeneration &/or energy efficienecgduce
volumetric payments (avoid recovery of fixed network
and policy costg crosssubsidies)

ALocal energy communitiesduce contracted power
payments (similar)

AFlat constant tariffdo not incentivize efficient
flexibility: storage, demand response

ADistorted competitiorbetween centralized and
distributed resources
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A Clean Energy Package:

Proposal for a Directive on the promotion of the use of energy from renewable soul

Art.21-22: promotion of renewableself-consumerawithout bein? subject to
|

disproportionate procedures antharges that are not costefleclive, including energy
communities

Proposal for a Directive on common rules for the internal market in electricity

Alrt.1t5_ Atctive consumer®ntitled to generate, store, consume and sell ggtherated
electricity

Art.16 Local energy communitieare subject to fair, proportionate and transparent
procedures andost reflective charges

Proposal for a Regulation on the internal market for electricity

Art.16: Distribution tariffs shall reflect the cost of use of the distribution network b
system users including active customers, and may be differentiated basedoa i S Y
consumption or generation profileswith smart meterln?systems, regulatory authorities
may introduceime differentiated network tariffs, reflecting the use of the network, in a
transparent and foreseeable way for the consumer

A CEER papers:

A CEERR017). Electricity Distribution Network Tariffs. CEER Guidelines of Good Prac

A CEER (2017). Distribution and Transmission Network Tariffaggmtives. CEBRhite
Paper serieen the Europeah 2 YYAdaaA2yQa [/ Sy 9y SNHEe

A CEERR016). CEER Position Paper on Renewable EnergeSelfition




Electricity costs witRV selgeneration $panish case)

Case studies Wholesale Network charge Energy fixed  Capacity Balancing and  Fixed charg Losses PV Installed (kW
market Prices 0 € k 1 2 k & Scharge Payments Congestions 0eke&S (% ofwholesale
60ekl?2KO 0ekl1]2K0ObOek]12KUObek]2KDU market prices)

Fixed charge
Hourly values 37,56 - 0,01 0,005 5068 15% < 8,16 >

Only energy
charge Hourly values - 0,066 0,01 0,005 - 15%

The optimal PV size for the consumer depends on the terms in the electricity bill. High volumetri
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RETAIL PRICES WITH ONLY ENERGY CHARGES

RETAIL PRICES WITH FIXED CHARGES

Electricity bill
savings )\l/vith Electricity bill Passthrough of
Passthrough of savings with g
wholesale respect to no P\ wholesqle mark
market prices 4% prices
21% 23%

PV installation cos
(anuity)
5%

Network charc

15%
Taxes VAT Taxes VAT

16%

Electricity taxes

Electricity taxe
Energy chargg 4%

to cover
regulated costd
31%

Energy losse
3%

Fixed charge tq
cover regulated

Balancing &, - s
congestiong* Capacity Balancing & oo
ns costs Payments congestions cost
..... 200




A An importantevolution in the
provision and consumption of
electricity servicess now under way,
driven by a confluence of factors
affecting thedistribution sideof the
power sector

flexible demand, distributed

o : generation, energy storage, and
advanced power electronics and cont
UTILITY OF devices that are enabled by informatic
THEQFUTPURE & communication technologies are
BRIt i creatingnew options for the provision
oo S and consumption of electricity

services




Create a comprehensive and efficient system of
prices and charges

Any costreflectivecomponent of prices & charges should be
exclusively based on the individual injection & withdrawal
profiles at the network connection point& should be
symmetrical

This requires the use of advancedsmart meters

Meter

* DERs and Loads
Power Flows & “Usear Profile” -

dCR I’
. Jeert

Source: MIT Utility of the Future
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Efficient prices and charges

Increase thdocational
componentof prices
and charges

Apply forwardlooking Collectpolicy and residual
peak-coincident capacity _ network costsin a

network charges \ ﬁ minimally distortive way

)
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A
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Ensuretiime
differentiation in
energy prices

To avoid inefficient
grid defection
reconsider which
costs are included
in the electricity
tariff




Depending on the seriousness of the threat of grid
defection, which costs are included in the electricity
tariff must be carefully considered.
hat is also relevant for competition between end-use
fuels (electricity, gas, oil) under decarbonization

Grid defection
savings

l { Grid defection costs

Energy costs

Retailing costs

DERs life
cycle costs
subject to
reliability

requirements

Electricity
bill -

==
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Source: MIT Utility of the Future




Network cost recovery

A Network Charges DLMPs can beused to price energy
consumption/ injection at each
node.
DLMP The surpluswould be used to partially
Surplus recover part of the network costs

(implicit in energy charge U/kWh)

Incremental Allocate to network users
Network following costcausality
Total Cost (INC) principle
Remaining Forward-looking W/ kW (at critical hours)
Network peak-coincident charges
Cost
(TRNC) Allocate to network users

ixed Residual .
foll owing sc
N i keod appt
Cost (RNC) PP

U/ Network User
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i . Definition
Tal’lff . T|me : :
Magni e Publication iti
component agnitude § oo - of critical
periods

Contracted
Capacity _ Static
. Time-of-Use
0€eKI?

M\(/—:-;eurgd Critical ]

*Some information/criteria notified exante

value

System level

Local level
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defined by a 80% demand threshol

90% of cost is charged to peak hou£s
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