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Evaluation and Optimization of Feed-in Tariffs under Uncertainty

LI Li, ZHANG Xin

(School of Management, Tianjin Normal University, Tianjin 300387, China)

Abstract; Based on the strategic behaviors of investor, this article presents a policy evaluation model in
which a specific Feed-in tariff (FIT) level can be evaluated and optimized. The influence of uncertain
generation from RES on the optimal investment time and sizing ( capacity choice) of investor was evalua-
ted by using the proposed model. Also, from the view of a policy maker, the optimal tariff level was de-
termined in the way of minimizing the total burden on ratepayers to achieve RES goals. By dint of the cur-
rent tariff of offshore wind in China, empirical studies through the least squares Monte Carlo method and
the real option theory assess and optimize the current level of FIT. It is revealed that the current tariff lev-
el of 0. 137 USD/kWh for offshore wind in China would not be enough to offset the risk premium resulting
from the output uncertainty. Improving the tariff level to 0. 146 USD/kWh could take effect to stimulate
investment.
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PATH BT BB %
125 0.5348 0.5593 0.578 6 0. 606 2 0.6578 0. 680 2
150 0.6205 0.6256 0.6719 0.689 3 0.7386 0.758 2
175 0.701 1 0.7208 0.7397 0.748 8 0.7719 0.8318
200 0.6728 0.708 1 0.7321 0.774 4 0.788 8 0.807 4
225 0. 699 4 0.7519 0.774 4 0.767 2 0.830 1 0.8353
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125 82.4972 86.399 9 90.302 6 94.205 4 98.108 1 102.010 8
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175 126.974 3 132.1170 137.259 8 142. 4025 147.5452 152. 688 0
200 145. 676 2 151.4140 157.1518 162.889 7 168.627 5 174.365 3
225 162. 4927 168.812 3 175.1319 181.451 6 187.7712 194. 090 9
250 177. 669 5 184.559°5 191. 449 4 198.339 3 205.2292 212.1191
275 191.399 2 198. 849 2 206.299 2 213.7492 221.1992 228. 649 2
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250 530.5229 537.4128 544.3027 551.192 6 558.0825 564.972 4
275 573.648 9 581.098 9 588.548 8 595.998 8 603. 448 8 610. 898 8
300 616.073 8 624.074 8 632.0757 640. 076 7 648.0777 656. 078 6

325 657. 866 4 666.410 1 674.953 8 683.497 5 692. 0412 700. 5850
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