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Executive summary

The most recent European adequacy assessments, which reflect the expectations as of 2025,
conclude that, without a capacity market, the generation capacity expected in Spain will not be
sufficient to guarantee security of supply over the coming years.

In particular, in April 2026 ENTSO-E, the European association of transmission system operators,
published the European Resource Adequacy Assessment 2025 (the "ERAA"). This report assesses
whether changes since then in the availability of the Spanish generation fleet and in gas prices have
altered the need for the mechanism or its expected cost.’

The ERAA estimates a deficit of firm generation capacity in Spain over the period 2028-2035, which
indicates that additional capacity will need to be brought into the system in order to guarantee
security of supply over that period.

Following the publication of the ERAA, Order TED/864/2026 extended the operation of Almaraz |
and Il, with a combined capacity of approximately 2 GW, until June 2030. This decision modifies
one of the assumptions used in the ERAA, which assumed the closure of Almaraz | in 2027 and of
Almaraz Il in 2028. As a result, the ERAA underestimates the nuclear capacity that will be available
in Spain over the period 2028-2030 and may therefore overestimate the risks to security of supply
during those years.

To quantify the impact of this change in the generation fleet, we have developed an electricity
market simulation model using the PLEXOS® platform, which replicates the methodology and the
main assumptions used by ENTSO-E. On that basis, we analyse an alternative scenario in which
we modify the availability of Almaraz, holding all other assumptions constant.

Security of supply is assessed through the LOLE (Loss of Load Expectation), which measures the
expected number of hours per year in which the capacity available in the system would be
insufficient to meet demand. The reliability standard established for the Spanish electricity system

In 2024, we carried out an adequacy assessment of the Spanish electricity system for AELEC. This report
updates its conclusions in light of two significant changes that have occurred since then: the extension of the
operation of the Almaraz | and Il nuclear power plants until June 2030, and the recent increase in natural gas
prices in Europe
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is 1.5 hours per year. A LOLE above this threshold indicates an unacceptable level of risk of loss
of supply, which in turn implies the need to adopt measures to correct that situation, such as the
introduction of a capacity market. Using our model, we have estimated how the LOLE expected for
the coming years varies under different circumstances.

The analysis supports three main conclusions.

First, the extension of Almaraz does not change the main conclusion of the ERAA, nor does it
remove the need for a capacity market. With Almaraz in operation, despite an improvement, the
LOLE remains almost three times the target level, or reliability standard, in 2028 and more than four
times that level in 2030.

Figure 1: LOLE with and without Almaraz extension, 2028 and 2030
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Source: Compass Lexecon andlisis based on ENTSO-E.

It should be noted that these results do not take into account the fact that, over the past year,
combined-cycle plants have been operating under a more intensive generation regime than in the
past, which increases their maintenance requirements and reduces their availability. If this increase
in the frequency of outages were taken into account, the resulting LOLE would likely be higher.

Moreover, it is necessary to bear in mind that the security of supply problem already arises in 2028,
that s, in less than two years, so that the investments required to address it must be available within
a relatively short horizon.

Indeed, the system is already showing signs of stress. Red Eléctrica de Espafia activated the
demand response service, under which certain industrial consumers are asked to temporarily
reduce their consumption when the system operator does not have sufficient generation margin to
operate the system securely, six times in the third quarter of 2026 alone, as many as in the previous
three years combined, and in some cases with a very high share of thermal generation already
synchronised.

Second, the extension of Almaraz should reduce the cost of the forthcoming capacity market. The
continued operation of approximately 2 GW of nuclear capacity reduces the amount of new firm
capacity that will need to be contracted through the capacity market in order to guarantee security
of supply. To the extent that nuclear plants do not receive payments under the mechanism, this
effect directly reduces the volume of capacity that must be remunerated. In addition, a lower
capacity requirement reduces the likelihood of having to resort to higher-cost technologies, putting
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downward pressure on the auction price. In this sense, the extension does not remove the need for
a capacity market, but it is likely to reduce its cost for consumers.

Third, the recent increase in gas prices does not alter the conclusion on the need for a capacity
market. For a given generation fleet, a higher gas price increases the generation costs of combined
cycle gas turbines and electricity prices, but it does not directly change the capacity available and
therefore does not affect the risk that demand cannot be met.

Any effect on security of supply could only arise indirectly, if persistently high prices were to
incentivise additional investment, for example in storage, bringing new firm capacity into the system.

However, the current increase in gas prices does not appear to be structural. Although gas prices
in Europe currently stand at around €80/MWh, the forward curve anticipates a decline to levels
relatively close to those assumed in the ERAA. Accordingly, there is currently no evidence that the
recent increase in gas prices will significantly alter the investment and retirement decisions implicit
in the ERAA for 2028-2030.

In any event, as a sensitivity analysis, we consider a deliberately extreme scenario in which gas
prices remain at €80/MWh throughout the period 2028-2030. In this scenario, we allow the higher
gas price to affect investment and retirement decisions and analyse the resulting impact on security
of supply. The results show that, although additional battery investments could be developed, the
resulting LOLE would remain far above the target level, or reliability standard.

In summary, recent changes in the generation fleet and in gas prices do not alter the main
conclusions of the ERAA. In the absence of a capacity market, the Spanish electricity system would
continue to face a deficit of firm capacity over the period 2028-2035. Implementing a capacity
market would provide the economic signals needed to incentivise the capacity investments required
to correct this deficit and guarantee security of supply.



