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The closing days of 2018 saw 
the European Union’s member 
states finalize their long-gestating 
revamp of the bloc’s electricity 
market design, putting pens to 
paper on a deal that—as the last 
element of the Clean Energy 
Package, the overarching regulatory 
framework for the EU’s future 
renewables-powered electricity 
system—formally anoints wind 
and solar as the engines of the 
region’s decarbonization.

With Brussels last year giving the 
green light to a 2030 renewables 
target of 32 percent and so granting 
mid-range visibility to investors, 
wind—which is now forecast by the 
International Energy Agency to be 
Europe’s leading source of power by 
2027—and solar—in the midst of an 
auspicious resurgence in its regional 
build-out—are poised to take on 
the mantle.

By WindEurope’s latest calculus, 
some 13.5 GW of onshore and 
offshore wind energy is on track 
to be added in 2018 to the current 

173 GW installed EU fleet—meeting 
12 percent of the bloc’s power 
demand. And, from 2030, a steady 
20 GW of turbines could be 
set turning each year, covering 
36 percent of Europe’s power 
generation by mid-century at a cost 
of €1.1 million (US$1.3 million) per 
megawatt onshore, a 30 percent 
drop on current price levels, and 
€2.2 million per megawatt offshore, 
23 percent lower than today.

European offshore wind continued 
its bull run last year with a world-
leading 3.3 GW of new capacity 
switched on, supercharged by a UK 
market that wired in more than 
2.1 GW of new turbines, including, 
notably, those on the world’s 
biggest offshore wind farm yet, 
the 659 MW Walney Extension, 
as well as the scout turbine for 
the landmark 50 MW Kincardine 
floating array.

Buoyed by a solar build-out that 
swelled at close to the global 
growth rate in 2017, increasing by 
28.4 percent to 8.6 GW—2.6 GW of 
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which came from a booming Turkish 
market—Europe in 2018 appeared 
finally to be shaking off a several-
years-long downward trend, though 
it continues to be haunted by 
the UK’s ‘solar exit’ in 2016, with 
capacity expansion in the remaining 
EU states insufficient to offset the 
loss of the UK RES capacity.

Though still far from entering bona 
fide commercialization, it is worth 
noting that Europe’s tidal sector 
is at last on its way to have a first 
utility-scale power plant installed 
off its shores, with France’s plans to 
have the lead-off phase of a multi-
hundred-megawatt project online 
by 2021 set to take meaningful 
shape in the coming year.

Taken together, as Eurelectric 
confidently noted in a recent 
decarbonization ‘pathways’ report, 
the European power sector could be 
decarbonized fully by 2045, led by 
wind power production supplying 
about 50 percent of the continent’s 
electricity and solar contributing        
15 percent by 2050. Only 
4 –6 percent would come from 
fossil-fuel-powered plants, equipped 
with carbon capture and storage or 
other CO2 offset technologies, and 
the remainder from nuclear and yet-
to-be-commercialized renewables 
sources, including geothermal, 
biomass and biogas.

New clean energy investment in Europe, (excluding hydro exceeding 50 MW), in US$ billions
Source: Bloomberg New Energy Finance, January 2019
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Corporate renewable energy trends 
look like they will carry forward 
into 2019 the momentum built up 
last year, where a record volume of 
power purchase agreements (PPAs) 
were signed, underpinning a market 
for wind- and solar-powered 
operations now running at more 
than 6 GW, which has recently 
added heavy-emitting sectors 
including aluminum, petrochemicals 
and automotive.

Reverberations from the inking by 
more than 100 global multinationals 
of the RE-Source declaration, 
which admonished European 
governments to drop policy and 
regulatory barriers currently 
hobbling corporations’ transition to 
renewables, will doubtless resonate 
throughout the coming year.

Despite the unprecedented 
progress being made in Europe—
and indeed in every region of the 
world—in transitioning from fossils 
to renewables, the shadow cast 
by climate change will be a long 
one in 2019, not least after the 
International Panel on Climate 
Change’s dire warning last autumn 
that the planet was falling far short 
of the trajectory needed to reach 

the 70–85 percent of the world’s 
power supplies that would have 
to be sourced from renewables by 
2050 to limit the most catastrophic 
impacts of global warming ahead.

The ever-improving economics 
of European renewables 
are working the main levers 
of the energy transition—
digitalization, decentralization and 
decarbonization—to great effect. 
But it remains to be seen how the 
rising domestic threats of political 
opposition, unflagging cost-
reduction pressures and persistent 
questions on variable output will 
be confronted in 2019 and on into 
the future, and, increasingly, how 
European wind and solar will fare in 
the face of increased competition 
for investment from rapidly 
emerging renewables markets in 
nearby non-OECD countries, which, 
as was highlighted in Bloomberg 
New Energy Finance’s latest figures, 
now for the first time account for 
the majority of new clean-energy 
plants being built on the planet.

Darius Snieckus
Editor-in-Chief, RECHARGE



Introduction

This guide provides snapshots 
of the renewable energy sources 
(RES) sector in the 20 jurisdictions 
in Europe and Central Asia where 
Dentons has offices. We look at the 
drivers for RES development and 
the constraints and risks faced 
by investors.

European Union 
renewables policy
As the Foreword to this guide makes 
clear, renewables are a global 
industry whose global trends are 
much in evidence in Europe. But if 
Europe wants to continue to lead 
in the development of renewables, 
it will need to adapt its market 
frameworks. After more than two 
years of negotiations on the EU’s 
Clean Energy Package, new 

legislation is now (or very shortly will 
be) in place that aims to shape the 
long-term future of the RES sector 
in Europe.

We summarize the key points on 
renewables from the final package 
below. For RES, it provides more or 
less as robust an EU-level framework 
as could reasonably have been 
hoped for. But it is only a framework: 
The mere adoption of EU legislation 
cannot guarantee real-world 
outcomes. To achieve the increased 
RES deployment that is required by 
2030 and beyond, the industry and 
its investors must take full advantage 
of the opportunities for dialogue 
at national level that the legislation 
requires them to be given and hold 
national governments to account in 
achieving the broad goals set out in 
EU law.
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RES targets: The EU as a whole must 
achieve a target of 32 percent of 
gross final consumption from RES 
by 2030, up from the 20 percent 
target set for 2020, and notably 
higher than the 27 percent level 
set for 2030 in the November 2016 
proposals. Member states face no 
new binding targets as such, but 
must “set national contributions 
to meet, collectively, the binding 
overall Union target,” and must not 
allow the shares of their individual 
gross final energy consumption 
provided by RES to fall below the 
levels set for 2020 in the 2009 
Renewables Directive.

Plans, strategies, reports, milestones 
and recommendations: How are 
these targets to be translated into 
concrete action (typically at national 
or regional, rather than EU level)? 
The Governance Regulation sets out 
an elaborate framework, the main 
components of which are:

• There is an indicative trajectory 
for moving from 20 percent to             
32 percent RES by 2030 (achieving    
18 percent of the increase by 
2022, 43 percent by 2025 and                   
65 percent by 2027).

• Member states must produce 
national energy and climate plans 
(NECPs) and long-term strategies 
(LTSs). The legislation specifies the 
content of both in considerable detail.

• NECPs must set clear national 
RES targets for 2030 that will 
contribute towards achieving the 
EU-wide target and follow the same 
trajectory towards achieving them.

• LTSs must set out strategies 
to meet the EU’s and member 
states’ greenhouse gas emissions 
reduction commitments under the 
UNFCCC Paris Agreement.

• NECPs are to be prepared by 
December 31, 2019 (covering 
2021–2030), January 1, 2029 
(covering the next 10 years) and 
so on. They are to be updated in                         
2023, 2033 etc.

• LTSs are to be produced to 
a similar timetable, but with each 
having a 30-year time horizon.

• The European Commission will 
report on the adequacy of the 
NECPs and progress under them.

• Member states must take account 
of any resulting European 
Commission recommendations 
and state the action they are taking 
in response – or explain why they 
are not taking such action.

• As before, member states can 
“trade shares” of RES (statistical 
transfers) and count imports from 
third countries as part of their 
contributions in certain cases.
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• Gaps in achieving the indicative 
EU-level RES share trajectory 
may be covered by tenders 
under an EU-wide RES financing 
mechanism. This would be funded 
out of “voluntary” payments from 
member states to make up for their 
lack of progress and other sources.

Support schemes: Unlike the 
2009 Renewables Directive 
(Directive 2009/28/EC), the revised 
Renewables Directive (Directive (EU) 
2018/2001) says quite a lot about 
how member states may provide 
financial support to RES projects.

• Support should incentivize RES 
without distorting markets. The 
general rule should be open, 
technology-neutral tenders, 
but a number of exceptions 
are permitted.

• Member states are to publish three 
or five-year rolling schedules of the 
expected allocation of support and 
assess the effectiveness of their 
schemes every five years.

• Adjustments to existing support 
are permitted if they do not 
undermine the economic viability 
of projects and follow objective 
criteria put in place at the start of 
the scheme.

• The original proposal would have 
forced member states to open their 
schemes to capacity from other 
member states. The final version 
sets the terms on which they may 
choose to do so: Compulsory 
opening is mentioned as a subject 
for future consideration.

• All this is without prejudice to the 
EU state aid rules: The current 
state aid guidelines on energy and 
environment reach the end of their 
period of application in 2019.

Breaking down barriers: Barriers 
to the development of “renewable 
energy communities” and 
“renewables self-consumption” 
are to be identified and removed, 
and the uptake of “renewables 
power purchase agreements” (a.k.a. 
“corporate PPAs”) is to be facilitated.

Priority dispatch: Priority dispatch 
for existing renewables will 
continue to apply. For new projects, 
it will be replaced by new rules 
on curtailment, including giving 
compensation for lost revenues in 
countries where re-dispatch is not 
market-based.

Heat and cooling: Member states are 
to endeavor to increase shares of 
RES in heat and cooling by 
1.3 percent annually (subject to some 
qualifications). Ways in which they 
may seek to do this are prescribed: 
e.g., consumers should be able to 
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disconnect from inefficient district 
heating or cooling schemes to take 
up opportunities to use renewable 
heat or cooling.

Third countries: Member states 
are encouraged to cooperate 
with “signatories to the Energy 
Community…members of the EEA 
and, where appropriate…third 
countries.”

Wider context
The new legislation sets RES policy 
in the context of a holistic approach 
to the energy transition (including, 
e.g., energy efficiency and energy 
security). The transition must also 

be “socially just and acceptable…
taking into account citizens on 
whom…a low carbon economy could 
have adverse impacts.” The sense 
that the Clean Energy Package is 
only a starting point is reinforced 
by the European Commission’s 
November 2018 “Clean Planet for 
All” Communication. In this “vision 
of the economic and societal 
transformations required, engaging 
all sectors of the economy and 
society, to achieve the transition to 
net-zero greenhouse gas emissions 
by 2050,” RES is fundamental to all 
12 “overriding priorities,” but the 
Clean Energy Package barely covers 
a third of them.

Power-generating capacity mix by country, GW
Source: Bloomberg New Energy Finance, January 2019
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Azerbaijan

The oil and gas sector continues to dominate Azerbaijan’s 
economy. The country’s greenhouse gas emissions reductions 
plans understandably focus more on improving the efficiency 
of its fossil fuel infrastructure than on developing RES. 
Although the renewable energy sector in Azerbaijan is likely to 
remain modest in the short-term, it has the potential to grow 
considerably and there are signs that more projects may start 
to move forward.

Share of renewable energy in gross final energy consumption
in 2017 – 9.8 percent*

Azerbaijan national target by 2020 – 12 percent*

Drivers
The Strategic Road Map on the 
Development of the Economy of 
Azerbaijan published in 2017 speaks 
of installing new RES capacity of 
420 MW (350 MW wind, 50 MW solar, 
20 MW bioenergy). In 2018 the RES 

share of electricity production was 
significantly higher than in 2017, and 
the main reason for the increase was 
the commissioning of the 50 MW Yeni 
Yashma wind farm plus two other 
minor plants.
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The government has announced 
special support for the agricultural 
industry. The Samukh Agroenergy 
Residential Complex is scheduled to 
be completely implemented in 
10 years. The complex will feature 
31 MW and 48 MW hybrid power 
stations and include a wide range of 
agri-facilities. The solar component 
(2.8 MW) of this project, which is 
harnessing geothermal too, went 
operational in 2014.

Leveraging its offshore oil and gas 
experience, Azerbaijan is embarking 
on offshore wind projects. 
A 200 MW offshore wind project 
(“Windy Plant”) is planned between 
Pirallahi and Chilov Islands, in 
a shallower part of the Caspian Sea 
near Baku. Offshore wind energy 
also offers prospects of improving 
the efficiency and environmental 
performance of neighboring oil 
and gas installations by reducing 
power generation from flared gas. 
Investors from China, Canada and 
the Middle East are reported to have 
expressed interest in the project. 
The planned introduction of a green 
tariff to support the project is key to 
attract investors.

Another encouraging sign of 
international participation in the 
Azerbaijan RES sector was the 
announcement in December 2018 
that BP, long a major player in 
the country’s oil and gas sector, 
had signed a memorandum of 
understanding with Azerbaijan with 
a view to explore, jointly, potential 
renewables opportunities across 
a range of technologies.

Constraints and risk factors
Draft legislation is in the committee 
stage: Bills on “Alternative and 
Renewable Energy Sources” and 
on “Energy Efficiency” are going 
through parliament. Downsides 
for RES investors in Azerbaijan are: 
poor regulatory framework, sub-
optimal tariff policy, problems with 
technology transfer, lack of funding 
and high interest rates. Together, they 
make for a challenging environment.

* Data from the now defunct State Agency on Alternative and Renewable Energy of Azerbaijan 
(superseded by the State Company on Alternative and Renewable Energy).
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Belgium

Belgium is a federal state. Offshore wind and hydro aside, the 
Regions (Flanders, Brussels-Capital and Wallonia) decide on 
a number of key renewables issues. There are incentives for 
renewable energy at the national and regional level.

Share of renewable energy in gross final energy consumption
in 2016 – 8.7 percent

Belgium national target by 2020 – 13 percent  
(Wallonia – 13 percent; Flanders – 10.5 percent; Brussels – 3.8 percent)

Drivers
In September 2018, the European 
Commission approved Belgium’s 
support of €3.5 billion (max.) for 
three new offshore windfarms 
under EU state aid rules (Mermaid, 
Seastar, Northwester2). This 
decision piggybacks onto the 
Commission’s 2016 approval of 
the Belgian offshore renewable 

energy scheme, allowing 
offshore operators to receive 
certificates that can then be sold 
at a premium to the transmission 
system operator.

The Belgian government 
announced that from 2020 it would 
double its North Sea waters made 
available for offshore wind as part 
of its exit strategy from nuclear. 



This includes a new 221 km2 area 
adjacent to French territorial 
waters. Belgium is looking to 
increase its offshore fleet from four 
wind farms with 871 MW to 2.2 GW 
by 2020 and 4 GW by 2030.

In December 2018, Belgium 
adopted the first version of the 
national energy and climate plan 
2021–2030, including measures 
related to decarbonization, energy 
efficiency and independence, 
increasing interconnections and 
boosting spending on research 
and development.

At the federal level, indirect fiscal 
mechanisms are encouraging 
investment in renewables by 
promoting the development, 
installation and use of renewable 
energy installations. Electricity 
generated by renewable energy 
sources is given priority on the 
power grid.

The bulk of energy legislation 
is enacted at the regional level, 
most noticeably through a green 
certificates scheme. There are 
also federal green certificates for 
offshore wind farms and offshore 
hydro plants.

Constraints and risk factors
Legal uncertainty is probably the 
most significant risk impacting RES 
projects in Belgium. The legislation 
is continuously evolving, which 
leads to financial uncertainty                      
(e.g., due to fluctuations in tax rates) 
or regulatory uncertainty (additional 
permits required).

There are also risks associated with 
European and Belgian competition 
and state aid rules.
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Czech Republic

Currently, RES market consolidation is taking place through 
robust M&A activity, with bigger players buying up smaller 
ones. Although growth in the share of RES in the energy mix 
has stagnated in recent years, a fresh wave of incentives is 
expected to be introduced in 2021 in order to help meet the 
EU-wide 2030 RES target of 32 percent. Nonetheless, the 
RES market has been hampered by insecurity, mostly due to 
investigations into previous incentives.

Share of renewable energy in gross final energy consumption
in 2016 – 14.9 percent

Czech Republic national target by 2020 – 13 percent

An earlier boom in solar led to 
overcompensation, which is now to 
be examined and the results made 
public later this year. In previous 

years, the government introduced 
measures—including tax—that 
effectively partially abolished support 
mechanisms for RES.
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Drivers
The Promoted Energy Sources 
Act No. 165/2012 Coll. governs the 
promotion of electricity production 
from RES. State aid for RES 
was approved by the European 
Commission with respect to 
installations commissioned after 
January 1, 2013 as well as between 
January 1, 2006 and December 31, 2012 
– in 2014 and 2016 respectively.

The incentive scheme is based on 
support for electricity producers 
in the form of (i) feed-in premiums 
(“green bonuses”) and (ii) feed-in 
tariffs set annually for each type of 
RES. Green bonuses were lowered 
substantially for 2019, due to 
increases in wholesale electricity 
prices. The feed-in tariffs are 
mandatory prices at which selected 
electricity traders are obliged to buy 
RES electricity, designed to ensure 
that projects recover their investment 
costs over a 15-year period, and that 
the revenues per unit of electricity 
including inflation are maintained. 
Feed-in premiums supplement 
wholesale electricity prices.

Finally, RES investment support under 
the Operational Program Enterprise 
and Innovation for Competitiveness 
2014–2020 should distribute up to 
€60 million in investment incentives 
for CHP and biomass installations.

Constraints and risk factors
There is a proposed amendment 
to the Promoted Energy Sources 
Act. It deals with installations 
commissioned in the period 
2006–2015 in line with the European 
Commission’s decision, requiring 
the government to deal with 
overcompensation by reducing 
future support, limiting the period 
during which support is paid out 
or, where necessary, recovering 
aid. Overcompensation is to be 
assessed against benchmark IRRs of 
8.4 percent for non-fuel sources and 
10.6 percent for fuel sources.

The amendment also seeks to 
clarify what modernization of a RES 
project entails and how it affects 
RES support for individual assets. 
If the modernization replaces 
equipment completely or in part in 
order to replace installed output or 
to increase efficiency, the producer 
may face the risk of losing RES 
support. Being positive, the proposal 
will provide extra clarity and certainty 
on the market.
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France

France remains strongly committed to growing its RES sector. 
According to national estimates, renewable power increased by 
2.7 GW in the last 12 months (mostly wind and solar) and now 
exceeds 50.2 GW. Renewables accounted for 22.3 percent of 
consumption during the last 12 months (up 4.3 percentage points 
on the previous year).

Share of renewable energy in gross final energy consumption  
in 2016 – 16 percent

France national target by 2020 – 23 percent

Total renewable electricity production in 2018 – 107.6 TWh
(wind: 26.8 TWh; hydro: 63.1 TWh; solar: 10.2 TWh; biogas: 7.5 TWh)

Drivers
President Macron has committed 
politically to deliver on the 
energy transition.

The Multiannual Energy Program 
(MEP) guides growth in accordance 
with the commitments outlined 

in the 2015 Energy Transition 
Law, setting the pace for tenders 
organized by the regulator and 
offering investors a stable and 
reliable medium-term framework. 
The objective of the current 
program is to reach 40 percent 
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of renewable electricity by 2030. 
A new program for 2023–2028 was 
finalized in November 2018 that 
plans to more than double RES 
capacity by 2028.

The new support mechanism for 
RES is now well established. It is 
based on public tenders and a feed-
in premium aimed at compensating 
the difference between production 
price and market price. On-
demand feed-in tariffs remain 
in force for smaller projects. 
Public support for renewables 
should reach €5.3 billion in 2019                                                            
(€2.8 billion – solar, €1.3 billion 
– wind). Tender prices continue 
to fall. New trends include 
the development of a strong 
aggregation market, a liquid 
capacity market and a new legal 
framework for behind-the-meter 
generation (including tenders 
organized by the regulator).

Constraints and risk factors
Growth in renewables has long 
been the flip side to reductions in 
nuclear in the national energy mix. 
The Macron administration has 
postponed to 2035 the objective 
of the former government, which 
was to reduce by 2025 the share 
of nuclear from 78 to 50 percent 
by decommissioning 14 nuclear 
reactors. There is now full certainty 
as to the future market size.

Permitting and the ease with which 
third parties like environmental 
NGOs can mount legal challenges 
remain the Achilles heel of RES 
projects in France. This pressure 
is eased by the entry into force 
in December 2018 of a global 
authorization covering concessions 
to use the public maritime domain, 
and environmental and operating 
permits for offshore wind projects.

In the medium- and long-term, the 
competitiveness of renewables 
will depend on the rising curve 
of the carbon tax that the French 
government wants to implement. 
Widespread public protests 
suspended rises in the carbon tax.
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Georgia

Georgia is rich in potential for renewables, with hydropower 
being the leading RES. With rising consumption of electricity, 
the government is eager to develop the RES sector in terms 
of power generation and exchange. Ongoing projects include 
rehabilitation of existing HPPs as well as the construction of 
new ones. Being a new member of the EU Energy Community, 
Georgia enjoys substantial international support in its desire to 
comply with EU requirements in the energy sector.

The total capacity of renewable energy in Georgia is 3,179 MW, of 
which approximately 99 percent comes from hydropower plants. 
There is no binding renewable energy target for 2020.

Drivers
Hydropower is the largest potential 
source of renewable energy in 
Georgia and could grow to meet 
80 percent of current energy 
consumption. The 10-Year Network 

Development Plan for 2018–2028 
(TYNDP) estimates the total feasible 
hydropower potential at 15,000 MW, 
equivalent to average annual 
generation of 50 billion kWh.
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While RES potential (wind, solar) 
is high, the current picture is far from 
rosy. TYNDP estimates that 100 MW 
of capacity will be integrated 
in the transmission network by 
2021, with a total capacity of 
400 MW by 2030 (45 MW max, 
in each geographic region). Work 
is ongoing to generate as much 
solar power as can be integrated 
into the current transmission and 
distribution infrastructure. The 
country has committed to the 
construction of new power plants 
and an increase in the capacity for 
hydropower and other renewables 
in the transmission network. 
Another key driver of the sector is 
cross-border power exchange with 
and sales to Georgia’s neighboring 
countries. The TYNDP focuses on 
reinforcing the transmission lines 
connecting Georgia with Turkey, 
Armenia, Azerbaijan and Russia.

The RES sector in Georgia 
receives steady support from 
international organizations. 
These include the USAID Energy 
Program (US$7.5 million, three-year 
project) and a recent €74 million 
loan from KfW and AFD (French 
Development Agency) to support 
the development of Georgia’s 
energy market.

Constraints and risk factors
The legal framework for the energy 
market remains a challenge, and 
the RES field is not systematically 
regulated. At the time of writing 
(January 2019), Georgia is looking 
to adopt a law on renewable energy 
and a national renewable energy 
action plan (NREAP) in order to fulfill 
its obligations following accession 
to the Energy Community in 2017. 
The NREAP has been drafted but 
adoption is still pending.

Following IMF recommendations, 
Georgia has ceased the practice 
of concluding guaranteed power 
purchase agreements with 
investors. While this eliminates 
fiscal risks to the state, it may act 
as a disincentive for investors.

Georgia has adopted a law on 
“Public-Private Partnership” aiming 
to regulate clearly relations between 
the state and investors. However, its 
implementation in practice remains 
unclear as certain key elements 
under the law, such as formation of 
the PPP agency and the selection 
committee, are still pending, with no 
clear indication of timeframe.
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Germany

The share of renewables in the German energy mix continues 
to increase and in 2018 overtook coal for the first time. Since 
2017, competitive tenders have driven prices for RES electricity 
down. 2018 saw much discussion on phasing out coal-fired 
generation. A government commission will present a plan in 
early 2019 to phase out coal. The impact on regions affected 
may be cushioned by supporting low carbon technologies such 
as energy storage. In terms of targets, Germany is set to beat 
its EU RES 2020 target but fall short of its EU greenhouse gas 
emissions reduction target.

Share of renewable energy in gross final energy consumption  
in 2016 – 14.8 percent

Germany national target by 2020 – 18 percent

Germany’s energy transition, or 
Energiewende, involves a phase-
out of nuclear by 2020, a likely to 
be increased reduction in coal-
fired power, continued promotion 
of RES electricity and measures 
to increase energy efficiency. In 

2018, approximately 38 percent of 
gross electricity consumption came 
from RES, with wind power being 
the largest contributor. By 2025, 
renewables shall have a share of 
40–45 percent of the electricity supply.
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Drivers
RES support for new projects above 
750 kW in Germany is now awarded 
through competitive auctions run 
on the pay-as-bid principle. As under 
the previous FIT system, the level 
of support is fixed for a period of 
20 years. In 2018, for onshore wind 
the awarded weighted average 
remuneration was between 
4.73 Ct/kWh and 6.26 Ct/kWh, with 
two auctions being undersubscribed. 
For solar, winning prices were between 
4.33 Ct/kWh and 4.69 Ct/kWh, and 
solar projects beat wind in the first 
combined technology auction. The 
lowest bid in the second offshore wind 
auction was again 0.0 Ct/kWh, the 
weighted average price was at 
4.66 Ct/kWh for an overall capacity of 
1.61 GW to be installed. It is noteworthy 
that in Germany the developer is 
awarded a grid connection, to be built 
by the grid operator, which in itself 
can be considered as a subsidy for 
the project.

As subsidies for older existing projects 
are to expire, alternative distribution 
channels such as corporate PPAs 
or the pooling of smaller plants to 
virtual power plants likely will become 
more important.

Given its ambitious targets for 
renewable installations and emission 
reductions combined with legal 
stability, Germany remains an 
attractive market for investments 
in renewables.

Constraints and risk factors
• The coal commission’s 

recommendations on when to 
phase out coal-fired generation 
may have an impact on the 
dynamics of future growth of RES 
power production in Germany.

• Grid expansion and stability, which 
is of particular importance given 
the need to transmit power from 
offshore wind projects in the Baltic/
North Sea to centers of demand 
in the south of the country, is still 
a highly political issue in Germany.

• The legal framework continues 
to undergo changes, in particular 
to provide for better integration 
of renewables and to assure 
grid stability.
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Hungary

Solar projects and nuclear energy continue to be the center of 
attention on the Hungarian energy market. In the government’s 
strategy, new solar projects (in particular, those with under             
0.5 MW capacity) have a decisive role to play in achieving a        
14.65 percent or greater share of renewable energy in gross final 
energy consumption by 2020.

Share of renewable energy in gross final energy consumption  
in 2016 – 14.2 percent

Hungary national target by 2020 – 13 percent

As of January 1, 2017, the previous RES 
support system, which was based on 
mandatory offtake of RES electricity 
at pre-set regulated prices, was 
replaced by a more market-friendly 
competitive premium based regime. 
As the old system was more favorable 
for investors than the new system, 
solar investors rushed to beat the 
December 31, 2016 deadline.

Under the old support regulations, 
if the licensing process for solar 
projects started after January 1, 2016, 
construction had to be completed 
and commercial operation 
commenced within a one-year period 
from the date designated by the 
investors in their requests for support, 
extendable by an additional one-year 
period. As most of the small-scale 
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solar projects were failing to hit the 
deadline (mainly due to a lack of 
funding), the government made the 
construction deadline extendable by 
an additional two years.

Drivers
The RES market continues to be 
driven by solar projects, mostly 
licensed under the old RES 
support system. The legislative 
changes mentioned above 
attracted increased interest from 
international investors.

There is definitely increased activity 
on the Hungarian solar market, but 
the extent to which solar capacities 
will rise and impact end-user 
prices is unclear as yet. According 
to information published by the 
Hungarian energy office, if they 
are completed, the solar projects 
licensed under the previous RES 
support regime will on their own 
increase total solar capacity by 
more than 2,000 MW. The results 
of the new measures are likewise 
a work-in-progress but hopefully 
will prove positive. We simply must 
await future data releases.

Constraints and risk factors
Although the auction system 
under the new RES support regime 
remains to be tested, there was 
high market interest in solar 
projects below 0.5 MW capacity 
(which would be eligible to benefit 
from the mandatory offtake support 
scheme under the new RES regime 
as well). All distributable support 
has been allocated, and no new 
applications for small-scale solar 
projects have been accepted since 
April 28, 2018.

While there has been some 
discussion about the potential role 
of new wind energy sources in the 
Hungarian RES energy mix, the lack 
of any regulatory changes suggests 
that the new support regime will 
not focus on wind power in the 
near future.
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Italy

Until the 1970s, almost all of Italy’s electric system was 
hydroelectric. It pioneered geothermal technology 100 years 
ago. After an initial period of rapid growth (2009–2012), the 
market for new solar installations waned due to the lack of new 
public subsidies. Conversely, subsidies were made available for 
wind, which saw a new growth trend in 2016–2017. Currently 
the lack of new subsidies, combined with falling technology 
costs, is pushing the market towards unsubsidized, merchant 
solar projects.

Share of renewable energy in gross final energy consumption  
in 2016 – 17.4 percent

Italy national target by 2020 – 17 percent

Drivers
The tariffs granted earlier were 
modified in 2014 to be payable over 
a longer period of time than the 
original 20 years, with a corresponding 
reduction in the unitary level. Owners 
could opt not to join the extended 
period, in which case they agreed to 

suffer an immediate higher tariff cut 
(adjudged constitutional in Italy in 2017 
but referred to the Court of Justice of 
the EU). International investors have 
taken Italy to international arbitration 
to protect their investments, seeking 
compensation for earlier tariff cuts. 
In two cases decided late in 2018, 
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investors won large awards against the 
Italian state. This may pave the way for 
additional successful investor claims.

The draft national energy and climate 
plan submitted to the European 
Commission on December 31, 2018 
envisages more than doubling Italy’s 
solar generating capacity and almost 
doubling its wind power capacity 
by 2030. A continuation of support 
by Contracts for Difference (CfDs) is 
proposed, but the draft plan is a little 
thin on detail in this respect.

From a business perspective, 
e-mobility looks to be the most 
promising sector, with ecobonuses of 
€4,000 to €6,000 per car available 
from March 1, 2019 until the end 
of 2021.

Constraints and risk factors
The issues differ significantly 
depending on the type of investment. 
New developments struggle to secure 
sufficiently large plots of land. Large 
plots of land contracted for solar 
plants are classified as agricultural, 
which makes them ineligible for 
public subsidies. As for wind, the ban 
on obtaining new incentives applies 
to wind farms to be built on plots of 
land formerly affected by another 
wind farm that applied not to accept 
the 2014 wind tariff cuts.

Investors in RES plants already in 
operation face a major risk of tariff 
revocation. If an unlawful grant 
of tariff is determined, tariffs can 
be curtailed by between 20 and 
80 percent depending on the 
circumstances, but in most cases 
the entire tariff is revoked, and 
past payments are clawed back 
with interest accrued. Investors 
considering opportunities in Italy’s 
active secondary market should 
conduct a careful legal and technical 
due diligence, noting that self-
reporting allows a leniency procedure 
to be used to avoid one-third of 
any curtailment.

In general, the secondary market 
of RES plants in operation is 
highly competitive and returns on 
investments, still pretty high, are 
expected to decrease, as utilities 
seem willing to pay more in order to 
consolidate the market and increase 
their market shares.

New developments suffer from 
connection timing issues and delays 
in the issuance of new permits, due to 
the large number of requests filed in 
2018 for commercial plants.



26 dentons.com

Kazakhstan

Kazakhstan looks to transition to a green economy, but the 
country is in the very initial stages of developing RES. State 
expenditure on the development of RES is increasing, and some 
of the shortcomings of the previous RES support regime are 
being addressed.

By Q3 2018 the number of renewable energy installations in 
Kazakhstan increased to 67, and RES electricity generation grew 
to 531 MW or 1.15 percent of total electricity generation against 
0.78 percent in 2015 and 1 percent in 2017. Total RES capacity is 
planned to increase to 629 MW in 2019 and to 2,353 MW in 2020.

Drivers
The key laws regulating RES in 
Kazakhstan are the Law on Support 
for the Use of Renewable Energy 
Sources, the Law on Electric 
Power, the Environmental Code 
and corresponding secondary 
legislation. A new auction system 
was introduced for buying 

renewable energy from the end 
of July 2017, replacing the system 
of sales of electricity at a fixed 
tariff (FIT) and has proved more 
transparent than previous systems. 
Several auctions took place under 
the auction procedure in 2018, 
awarding support to Kazakh and 
international enterprises for 
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36 projects, with combined capacity 
of more than 850 MW (mostly wind 
and solar, some biomass), and 
resulting in significant decreases in 
RES electricity prices.

To support the new auction 
procedure, Kazakhstan established 
auction prices based on a special 
formula for indexation, where          
30 percent of the price is indexed 
for inflation and 70 percent for 
currency fluctuation. By contrast, 
the FIT was indexed 70 percent for 
inflation and only 30 percent for 
currency fluctuation.

Constraints and risk factors
The development of RES in 
Kazakhstan is still at an early 
stage, and market opinion is not 
particularly optimistic for the short-
term. The economy is driven by 
oil, gas and coal, which in practice 
allows the country to produce 
energy at costs significantly lower 
than the current RES power costs.

There are some uncertainties in the 
auction procedure such as shortage 
of suitable land and connection 
points in the auctioned projects 

with capacity higher than 50 MW; 
projects with lower capacity have 
reserved land and/or connection 
points. In December 2018, the 
Ministry of Energy of Kazakhstan 
announced that it plans to resolve 
this issue by auctioning RES 
projects with capacity more than 
50 MW with land and connection 
points in 2019.

Furthermore, there is no guarantee 
for long-term offtake. While 
Kazakh law provides for 15-year 
term PPAs, the Costs Settlement 
Center (CSC) has limited assets, 
and its obligations are not secured 
by a guarantee or any significant 
assets. The Ministry of Energy 
addressed this issue by mandating 
the CSC to set up a reserve fund 
by accumulating 3 percent from 
the total amount of the CSC’s 
expenses for purchase of RES 
electricity. However, the 3 percent 
reserve fund does not appear 
to have solved the issue of its 
creditworthiness, which according 
to the Ministry of Energy is a work-
in-progress.
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Luxembourg

Luxembourg is a key destination for investments in RES projects, 
having used its prominence as a financial center to play 
a significant and growing role in green finance. The world’s first 
green bond was listed in Luxembourg back in 2007. Since then, 
the total value of green bonds issued each year has grown to 
US$100 million. The Luxembourg Green Exchange, launched 
in 2016, lists half of all green bonds. In 2018, legislation was 
introduced to create a new class of RES covered bond: This 
new class of bond was described by Moody’s as “unique” in the 
covered bond market and “credit positive.”

Share of renewable energy in gross final energy consumption  
in 2016 – 5.4 percent

Luxembourg national target by 2020 – 11 percent

Drivers
In 2016 Luxembourg had the 
lowest share of RES energy in the 
EU. However, in 2017, the share of 
production of renewable energy 
increased by 31 percent compared to 

2016. Policies have been adopted to 
promote the development and use 
of RES installations, and the target is 
to increase the share of renewable 
energy to 70 percent in 2050.



dentons.com 29

The production of energy from 
RES is promoted through subsidies 
and feed-in and premium tariffs for 
electricity. The ministry in charge of 
the environment grants subsidies to 
individuals, corporate entities and 
public bodies (except the state) for 
carrying out investment projects in 
Luxembourg aimed at using energy 
rationally and promoting energy 
from renewable sources. Subsidies 
are granted in certain circumstances 
for new PV installations, solar thermal 
systems, heat pumps, wood-fired 
boilers, heating networks and 
connection to heating networks.

It is also possible under Luxembourg 
law to promote the production 
of energy from RES from abroad 
under certain conditions. In this 
context, Luxembourg has signed 
two renewable energy transfer 
agreements with Lithuania and 
Estonia to help achieve its national 
renewable energy objectives 
for 2020.

Feed-in tariffs apply for electricity 
generated from any source of 
renewable energy, except for 
geothermal energy. Feed-in tariffs 

were amended in 2017 to further 
promote solar generation. Grid 
access for RES electricity is subject 
to general law provisions applicable 
to electricity.

A tax incentive also applies to 
income from solar installations with 
capacity of 1 to 4 kW, which are 
exempt from income tax.

Constraints and risk factors
The targets set by the government 
might be ambitious, and the level 
of imports is still very high. Despite 
the improvement of the share of 
production of renewable energy 
observed in 2017, there is room for 
improvement to convince individuals 
and corporate entities to invest 
in plants and equipment for the 
production of energy from RES.
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The Netherlands

The Netherlands has a liberalized energy market, which 
ranks it among the leading countries in the world in terms 
of market integration, investment and innovation. The Dutch 
energy market is transitioning from fossil fuels to RES, such 
as solar and wind energy. To speed up this transition, the 
government is taking additional measures to stimulate 
increased use of RES.

Share of renewable energy in gross final energy consumption  
in 2016 – 6 percent

The Netherlands national target by 2020 – 14 percent

Drivers
Biomass is the largest source 
of RES (61 percent), but solar 
energy consumption increased by                  
30 percent in 2017. This is due to the 
installed capacity of solar panels that 
rose by a record 800 MW to a total 
of 2,900 MW. The share of wind 
energy increased by 15 percent.

The SDE+ subsidy is still the most 
important instrument in stimulating 
the production of renewable energy 
in the Netherlands. €10 billion is 
available in 2019 for subsidies for 
solar power, onshore wind and other 
kinds of renewable energy. Last year, 
the subsidy was mainly granted to 
solar power projects. Offshore wind 
has its own separate budget and 
application procedure.
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With a view to the energy transition 
and the national target to achieve 
a reduction in greenhouse gas 
and CO2 emissions of 49 percent 
by 2030, the applicability of the 
SDE+ will be widened from 2020. 
The new subsidy scheme will be 
called SDE++ and will stimulate new 
projects in the same way as SDE+ 
by compensating the difference 
between the cost price of renewable 
energy and the market value of the 
energy supplied. The difference 
from SDE+ is that under the new 
subsidy scheme, projects compete 
on the basis of “avoided CO2 and 
other greenhouse gases” instead 
of “generated renewable energy.” 
Projects that reduce CO2 emissions 
in a cost-effective way are first in line 
for a subsidy.

The government has put forward 
a bill to close all coal-fired power 
stations by 2030. On the basis of 
this bill, the two oldest coal-fired 
power stations must be closed 
before 2025 and the other three 
coal-fired power stations before 
2030. These closures should 
make a significant contribution to 
achieving the national target of a                                
49 percent reduction in the emission 
of greenhouse gases and CO2 
by 2030.

Constraints and risk factors
The winner of the first zero-subsidy 
bid tender for Sites I and II of the 
Hollandse Kust (Zuid) Wind Farm 
Zone was announced in March 2018. 
The permits were granted to Nuon/
Vattenfall. In 2018, the Minister 
of Economic Affairs and Climate 
Policy announced that a new zero-
subsidy bid tender for Sites III and 
IV of the Hollandse Kust (Zuid) Wind 
Farm Zone would be held in March 
2019. New to this tender is that the 
operator must pay rent for use of 
the seabed for the turbines: €0.98 
per MWh produced. The Offshore 
Wind Energy Act is being amended 
with the introduction of a new form 
of tendering: auctioning of permits. 
An interested party can bid for 
a permit at auction. The permit will 
be granted to the party that can 
create the most economic value 
with it.
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Poland

The RES market gained fresh momentum in 2018. In December 
2017, the European Commission decided not to raise objections 
to the Polish RES auction scheme. In July 2018, a major 
amendment to the RES Act entered into force bringing the 
auction system into line with the European Commission’s 
decision, making PLN 87.6 billion (ca. €20.4 billion) available 
to support up to 84.8 TWh renewable projects in auctions 
organized in 2018. In late November, the draft Energy Policy 
of Poland—to run until 2040 (EPP2040 for short) focusing on 
solar and offshore wind installations—was submitted for public 
consultation. The government intends to ensure conditions for 
achieving 21 percent RES in gross energy consumption by 2030 
(currently approximately 11 percent).

Share of renewable energy in gross final energy consumption  
in 2016 – 11.3 percent

Poland national target by 2020 – 15 percent

Drivers
The slower development of new 
RES over the past few years is 

motivating the government to 
make the renewable energy market 
more attractive for investors. The 
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amendment to the auction scheme 
includes newly defined competition 
pools (baskets) based on technology 
criteria, new support mechanisms 
for biogas energy produced in 
installations up to 1 MW (feed-in tariff 
and feed-in premium). More beneficial 
rules for real estate tax on onshore 
wind farms have been reinstated. Draft 
legislation on a dedicated support 
scheme for individual offshore wind 
projects is expected in H1 2019.

Under the amended RES Act, auctions 
held by the Energy Regulatory Office 
(ERO) allow individual projects to 
compete for support within the 
following auction baskets: (i) biogas 
other than agricultural, biomass, 
biodegradable waste; (ii) hydro-energy, 
bioliquids, geothermal energy, offshore 
wind energy; (iii) agricultural biogas; 
(iv) onshore wind energy, solar energy; 
and (v) hybrid RES installations.

ERO organized several RES auctions 
for existing installations in October 
2018 and for new installations in 
November 2018. Approximately          
950 MW of new onshore wind projects 
and more than 550 new solar projects 
(up to 1 MW per project) secured           
15-year CfD based premiums. Auctions 
for similar capacities are expected 
for 2019.

Constraints and risk factors
Investors need to take account of the 
new, more ambitious deadlines for 
starting the sale of electricity from 
new installations. Driven by the 2020 
delivery deadline, the government 
now requires, for example, solar 
installations to go operational within 
18 months and onshore wind farms 
within 30 months from the closing 
date of the auction. The government 
is discussing further amendments 
to the law to remove identified 
constraints for project development 
and auction participation.

The latest changes in law, and the 
launch of EPP2040, show that 
the government is going to focus 
especially on solar and offshore 
wind energy as the main sources 
of renewable energy in Poland 
in the coming years. Onshore 
wind developers, meanwhile, are 
concentrating on the 2019 auction.
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Romania

There was a genuine renewables rush in Romania in 2010–
2013, but the sector’s growth rate has slowed considerably 
since. Repeated changes to the support regime, as well 
as a 2 percent turnover tax applicable starting 2019, have not 
helped investor confidence. Nevertheless, the country still has 
significant unexploited natural RES resources, and in principle 
it should be a market with capacity for further growth.

Share of renewable energy in gross final energy consumption  
in 2016 – 25 percent

Romania national target by 2020 – 24 percent

Drivers
The RES support system is based 
on a mandatory quota of green 
certificates (GC) corresponding to 
a mandatory quota of RES power 
to be sold by electricity suppliers. 
The scheme has evolved, with 
the number of GCs decreasing 
substantially over the last four years 
and a significant number of GCs 
being postponed.

The government has proposed 
a relatively modest target for RES 
in 2030 (a 27.9 percent share), but 
some in the industry are pushing 
for a more ambitious 35 percent. 
It remains to be seen what view 
the European Commission will 
take. It appears that a new support 
mechanism based on feed-in 
premiums will be proposed in the 
near future.
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Constraints and risk factors
The original GC-based support 
scheme for the promotion of 
electricity from RES came to an end 
on December 31, 2016. From 
January 1, 2017, new RES generating 
projects no longer receive GCs, 
meaning that their sources of revenue 
are the electricity market and certain 
advantages that RES still enjoy from 
the regulatory point of view.

RES producers are required to sell 
all their electricity production on the 
organized electricity market, operated 
by Transelectrica’s subsidiary 
OPCOM. There is an exception to 
this in respect of facilities with the 
capacity of 3 MW or less. However, 
overall, the regime has resulted in 
long-term PPAs being scarce and 
bank financing difficult to obtain. In 
addition, the supply of electricity to 
household consumers will become, 
again, a regulated prices market (after 
the liberalization, which began in 
2018).

A number of attempts have been 
made to reform the GC system; they 
have not always had positive results. 
Among the changes introduced 
recently (by amending legislation 
adopted in 2017 and 2018) are:

• The validity term of GCs was 
extended from 12 months to up to 
15 years to 2032.

• For accounting and resale 
purposes, GCs will gain in value 
when traded, not when issued.

• GCs must be traded on 
a centralized anonymous 
marketplace, to avoid 
market distortion.

• A GC acquisition quota will limit the 
estimated annual average impact 
on consumer bills to a maximum 
€12.5/MWh in 2019, €13/MWh in 
2020 and 2021 and €14.5/MWh 
in 2022.

• From April 1, 2017 until            
December 31, 2020, the trading of 
two GCs per MWh produced and 
delivered by solar power producers 
has been temporarily postponed.

• The GC transaction value (between 
March 31, 2017 and March 31, 2032) 
is a minimum of €29.4/GC and 
a maximum of €35/GC.

• From August 1, 2018 the mandatory 
purchase quota for GCs for 2018 is 
0.425 GCs/MWh.
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Russia

Notwithstanding the unstable political climate, Russia has broken 
through some of the initial challenges facing new renewable 
energy projects, but now stands at a crossroads. On the one 
hand – forcing the implementation of RES technologies, on the 
other hand – attempting to support outdated generating facilities 
without confidence in the potential for results.

Russia follows current global 
trends and shows a best practice 
approach to the development of 
the energy sector. For instance, the 
government approved a plan to 
stimulate microgeneration based on 
RES. This may mitigate the Russian 
economy’s excessive reliance on 
the centralized energy system 
and pioneer the development of 
distributed generation.

The government is making efforts 
to develop local regulations to 
give additional stimulus to the RES 
sector. It is expected that new state 
standards for designing distributed 

energy systems, especially based on 
RES, will be developed and approved 
in the next couple of years. This will 
allow the Russian economy to enter 
into a new era of RES development, 
optimizing the structure of 
generating and grid facilities and 
applying cutting-edge technologies 
and know-how. The government is 
gradually eliminating the barriers 
to developing energy storage 
technologies: New state standards 
allow Russian producers to promote 
their technologies in RES systems and 
compete worldwide.



In late 2018, T Plus (the largest private 
company in the energy sector in 
Russia) constructed and launched 
two solar electricity power plants 
(SEPPs): The 60 MW Sorochinskaya 
SEPP is the largest PV power station 
in Russia, while Novosergievskaya 
SEPP has capacity of 45 MW.

As for wind power, Fortum and 
Rosnano launched the first wind farm 
selling electricity and generation 
capacity on the Russian wholesale 
market. The wind farm—in Ulyanovsk 
region—has a capacity of 35 MW and 
will be followed by three more in the 
same region.

The rapid increase in the number of 
units operating on RES is being driven 
by the dramatic reduction in the 
CAPEX required. Between 2015 and 
2018 the CAPEX relative indicator for 
wind generation fell from 
RUB 155 million (ca. €2 million)  
per MW to RUB 57 million (ca. 
€760,000) per MW. The solar  
energy sector is seeing similar falls  
in CAPEX requirements.

Many of the RES projects in Russia 
are implemented in close association 
with foreign companies, underlining 
the fact that Russia is an attractive 
place for investments in this field.

Constraints and risk factors
• Ambiguity, complexity and lack of 

regulations regarding RES

• Tough competition between 
market players for the preferences 
and privileges related to RES

• Heightened barriers to enter the 
Russian energy market, including 
local content requirements for 
equipment production, although 
recently Vestas, for example, 
has established a manufacturing 
presence in Russia.
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Slovak Republic

After a relatively steady decade in the RES sector, Slovakia 
introduced fundamental changes in RES legislation and is 
expecting more in 2019, especially for Slovak producers. The 
potential for development is huge, as about 70 percent of Slovak 
sources originate from power generation from low carbon 
sources (nuclear and hydro).

Share of renewable energy in gross final energy consumption  
in 2016 – 12 percent

Slovak Republic national target by 2020 – 14 percent

For many years, low transparency, 
very strict legislation and 
a poor administrative and 
political environment have been 
viewed as the main obstacles to 
substantial RES development in the 
Slovak Republic.

Currently, the costs of RES 
support are estimated to exceed 
the economic benefits it brings, 
which is viewed as problematic by 

the Slovak Ministry of Economy. 
Administration of the support is 
with three regional distributors, 
which increases the costs of the 
regime and makes it less efficient.

The most commonly used RES in 
Slovakia are biomass and solar 
energy. There is also interest in 
heat pumps. Biomass is seen as the 
most interesting renewable, with 
theoretical potential of 120PJ.
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Drivers
Act No. 309/2009 Coll. on 
Promotion of Renewable Energy 
Sources and High-efficiency 
Cogeneration (the RES Act) 
was adopted back in 2009, 
and numerous rather cosmetic 
amendments were introduced in 
the course of the last decade. The 
constant pressure of the sector 
and recent EU developments 
translated into the most significant 
amendment of the RES Act, 
effective mainly from January 1, 2019.

Thus far, electricity from RES has 
been supported by a feed-in 
tariff. As of January 1, 2019, an 
auction system based on feed-in 
premiums applies for new 
electricity generating installations 
with installed capacity exceeding 
500 kW. Winners of auctions will 
be granted a supplementary sum 
(”green bonus”).

The new regime aims to encourage 
the local consumption of power 
generated by installations not 
exceeding 500 kW capacity and 
not connected to the grid. This is 
intended especially for businesses 
that want to produce electricity 
for their own needs. Such projects 
will not be entitled to a subsidy, 
but equally would not pay grid 
connection charges, elements 
of which are a concern to other 
RES producers, as they consider 
that they make their power more 
expensive than imports from 
other countries.

Electricity generated from 
renewable sources is exempt from 
excise tax.

Constraints and risk factors
The government has declared that 
the development of alternative 
RES is welcomed in the future, but 
consumer protection will always 
remain a priority.

Regulatory requirements, such 
as building permits, and natural 
habitat protection are a barrier to 
some solar and wind plants.
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Spain

Spain’s share of renewable energy in gross final energy 
consumption in 2016 was 17.3 percent. Nonetheless, Spain 
is making a major effort to reach the 20 percent target by 
2020. The government held two RES auctions in 2017, based 
on which 8 GW of new RES capacity is to be installed by the 
end of 2019. In addition, an increasing number of merchant 
projects are being developed. 

Share of renewable energy in gross final energy consumption  
in 2016 – 17.3 percent

Spain national target by 2020 – 20 percent

Drivers
2018 saw an upturn in RES projects 
in Spain, mainly wind and solar, 
encouraged by several factors: (i) 
much lower costs of investment; 
(ii) higher performance and better 
managed RES technology; (iii) public 
incentives for the 8 GW of renewable 
capacity awarded in the public 
auctions which took place in 2017.

Other market developments to note: 
RES projects are much larger now 
(commonly over 50 MW), and wind 
farms have become the second 
generation technology in the mix 
at 17 percent, just behind nuclear 
at 22 percent.

The auction scheme basically 
provides winners a minimum “floor 
price” guaranteed by the government 
(€43/MWh for wind; €30/MWh for 
solar).
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In 2018, the government called 
for the granting of public aid 
under a competitive scheme for 
investments in solar and wind assets 
in the island territories (Canary 
Islands, Balearic Islands) co-financed 
by the EU. The scheme differs 
from the public auctions held to 
date in terms of its conditions for 
participating, selection criteria for 
awarding grants, securities to be 
posted, etc. It encompasses total 
funding of up to €2.1 billion, allocating 
maximum and minimum grants per 
project. This opens up a new area of 
opportunities for greenfield investors.

Development of RES projects in Spain 
is not limited to projects benefiting 
from public subsidies. A large number 
of merchant projects are being 
developed, on a growing scale too, 
relying on much lower investment 
costs and a more developed market, 
which still keeps priority of dispatch 
for RES generation.

Constraints and risk factors
Financing such a large amount 
of new capacity is a challenge for 
Spain’s financial markets. Currently, 
investment funds are pioneering this 
new wave of large investment, but 
local banks are quickly joining the 
market. In this concern, developers 
are relying increasingly on long-term 
power purchase agreements (PPAs), 
which provide financiers with comfort 
as to the reimbursement of funds.

Investors seeking projects under 
development are experiencing 
trouble finding ready-to-build 
projects, as many of them lack full 
authorization. There is a risk that 
some of the projects with awarded 
capacity at auction will not be able 
to hit their operational deadline of 
December 31, 2019 (risking their 
guaranteed floor price).

Finally, recent regulations have 
dramatically increased the cost of the 
guarantees needed to secure a grid 
connection (from €10/kW to €40/kW). 
Moreover, some grid connection 
rights are about to expire in the next 
few months. Both factors may result 
in capacity being developed that 
is ultimately unable to connect in 
due course.
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Turkey

Turkey is a major market with great untapped renewable energy 
resources. Mostly due to the desire to mitigate dependence 
on energy imports, green energy opportunities continue to 
be a key item on the country’s energy agenda. The Strategic 
Plan for 2015–2019, issued by the Ministry of Energy and 
Natural Resources of Turkey, prioritizes increasing the share 
of renewables in producing electricity. In line with the policy 
to support large-scale, licensed projects and increased use of 
domestically manufactured equipment, in 2018 the ministry 
launched multiple tenders for large-scale wind and solar projects. 
The tender process will be finalized and the winning bidders will 
be announced in 2019.

Share of renewable energy in gross final energy consumption  
in 2015 – 13.6 percent

Turkey national target by 2023 – 20.5 percent

Drivers
In 2016, Turkey adopted a system 
which may be deemed partly 
“feed-in tariff” and partly “feed-in 

premium” for plants commissioned 
by December 31, 2020 at the latest. 
Guaranteed prices denominated in 
US cents are applicable for 10 years 
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after commissioning. The level of FIT 
varies depending on the technology 
and the amount and type of 
domestic equipment used.

In October 2016, a new regulation 
was enacted to promote (i) large-
scale renewable energy designated 
areas (Turkish acronym: YEKA) 
and (ii) the use of domestically 
manufactured equipment. Rights 
to a YEKA are tendered by way of 
a reverse auction whose ceiling 
price may not exceed the FITs. 
Following the two YEKA tenders 
held in 2017 (one for a 1,000 MW 
solar project, won by a consortium 
including Hanwha QCells and the 
other for a 1,000 MW wind project, 
won by a consortium including 
Siemens), in 2018 the Ministry of 
Energy and Natural Resources of 
Turkey launched a tender process 
for a YEKA for four wind projects, 
each with an installed capacity of                     
250 MW. The ceiling price is 
US$0,055/kWh and the deadline for 
submission of bids is March 7, 2019. 
The offered purchase term is 15 years 
from the execution of the agreement 
granting YEKA utilization rights. 
Another YEKA tender launched for 
a 1,200 MW offshore wind project 
has been suspended but is expected 
to be relaunched in 2019.

The recently proposed draft 
regulation on license-exempt 
projects (including renewable 
self-consumption projects and 
renewables with installed capacity of 
1 MW or less) aims to promote such 
projects by introducing monthly 
net-metering and laying down the 
regulatory framework for storage.

Constraints and risk factors
• Grid capacity for connecting wind 

and solar power plants is limited.

• No official statement has been 
made yet as to whether there 
will be a RES support scheme 
for plants commissioned after 
December 31, 2020 and, if so, in 
which form. It is expected that 
a support scheme will be available 
but without the denomination of 
FITs in US cents, since the current 
scheme introduces an element of 
currency risk for the government.

• Rooftop and storage markets are 
constrained due to over-regulation 
in the case of the former and 
the lack of regulation causing 
uncertainties in the case of 
the latter.
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Ukraine

New RES capacity continued growing in 2018. Further growth is 
expected in 2019 (up to 1.5 GW) and beyond to 2020, especially 
in large scale wind and solar projects. Ukraine took additional 
measures to stimulate the development of RES in 2018. The 
importation of solar panels, inverters, wind turbines and certain 
other RES related equipment was exempted from 20 percent 
VAT. RES power plants can now be built on industrial and certain 
other lands without a change of land use. New legislation on 
stimulation of renewables via auctions, starting in 2020, is 
expected to be adopted finally during the first quarter of 2019.

The share of renewables in gross final energy consumption exceeded 
5 percent in 2018, and further substantial growth of this share is 
expected in 2019 due to the transfer to the auction system starting 
in 2020.

In 2018, the attractive feed-in tariff 
incentivized many foreign investors 
to acquire sites for their projects in 
Ukraine or develop their own sites, 
and certain foreign investors even 
commissioned their first solar power 
plants in Ukraine. Nonetheless, local 

players still play a key role in the 
development and commissioning of 
new RES facilities in Ukraine.

In general, the climate for 
investments in RES projects in 
Ukraine improved in 2018 due to 
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a general softening of currency 
restrictions, stabilizing of the 
local currency, state policy on 
deregulation of business and 
considerable improvement in the 
situation with financing by local and 
foreign financial institutions, such 
as EBRD, NEFCO and BSTDB.

Drivers
• Feed-in tariffs for electricity from 

solar and wind farms are much 
higher than in the EU and other 
developed countries.

• Feed-in tariffs are fixed (and 
EUR-linked), and there is a state 
guarantee to purchase the power 
produced, from the date of 
commissioning to the end of 2029.

• In general, there has been 
a positive history of awarding       
feed-in tariffs and payments.

• There is a stimulating tariff for heat 
from renewables at the level of                    
90 percent of current heat 
production from gas for respective 
categories of consumers, or 
90 percent of average heat 
production tariffs from gas in the 
respective region.

• Tariffs for electricity from 
conventional plants and tariffs for 
consumers are both growing.

• There is good availability of 
possible locations for projects and 
new sites.

• Expected changes in the system 
for support of solar and wind farms 
starting with 2020 incentivize 
foreign and local players to build 
as much new capacity as possible 
in 2019.

Constraints and risk factors
• The feed-in tariff is granted 

and guaranteed only after the 
commissioning of power plants, 
not before.

• There is a need to improve 
the regulation and practice of 
grid connection.

• Reform of the electricity market 
is ongoing as it moves from the 
single buyer model to bilateral 
contracts and balancing markets, 
but it is not clear when all the new 
features, including the introduction 
of responsibility for imbalances 
of solar and wind power will 
take effect.

• There is a similar uncertainty over 
the timing for adoption of new 
legislation stimulating RES via 
auctions and a number of aspects 
of its implementation.



46 dentons.com

United Kingdom

In H1 2018, more than 30 percent of UK electricity generation 
came from renewable sources, and total UK renewable 
generating capacity reached 42.2 GW. Despite some challenges, 
the UK renewables sector is still very active on a number of fronts.

A striking demonstration of the 
way that renewables have changed 
the GB power market (Scotland, 
England and Wales) was the 
recent sale of Scottish Power’s 
CCGT, pumped storage and hydro 
portfolio to Drax, leaving Scottish 
Power, one of the UK’s biggest 
utilities, with only wind projects in 
its generating portfolio. Meanwhile 
Drax, a business originally built 
around GB’s largest coal-fired plant, 
two thirds of whose units are now 
biomass-fired, styles itself “the 
largest decarbonization project in 
Europe” (a project that includes 
experiments with the so-called 
“negative emissions” technology of 
biomass with CCS).

Drivers
The last deadlines for projects to 
commission in order to qualify 
for support under the UK’s green 
certificate scheme for larger 
renewables projects have now 
expired. But projects that received 
price-stabilizing Contracts for 
Difference (CfDs) in the 2015 and 
2017 CfD auctions continue to be 
developed. A third CfD auction 
process—focused on offshore wind, 
onshore wind on Scottish islands 
and advanced biomass / energy 
from waste projects—is to begin in 
May 2019. Moreover, in a change 
of policy, the government has said 
it intends to run auctions “around 
every two years after that,” which 
“could see 1–2 GW of offshore 
wind every year in the 2020s.” 
A large volume of offshore wind 
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projects have reached financial 
close (or been refinanced) during 
the past year, and the secondary 
market remains fairly active across 
all technologies.

In the technologies from which 
CfD auction bids are no longer 
being invited, the first “subsidy-
free” projects are making progress. 
Strategies to mitigate merchant risk 
are emerging, including corporate 
PPAs, sharing of grid connections 
between complementary 
generating sources and the co-
location of battery storage units 
with RES. This last option offers 
the prospect of winning additional 
revenue in the GB Capacity 
Market (CM) or ancillary/balancing 
services markets.

Both the UK and Scottish 
governments have stepped up 
their efforts to stimulate the 
growth of the low carbon heat 
sector. Although the long-term 
direction of heat policy remains 
to be decided (for example, heat 
pumps or hydrogen), there is 
a clear consensus that developing 
more low carbon district heating 
infrastructure is a near-term 
priority, and public money is 
available to help provide “gap” 
funding for suitable projects. The 
UK (and especially Scotland) is 

also pioneering a number of “next 
generation renewables” marine 
energy technologies.

Constraints and risk factors
Brexit remains something of 
a distraction for the government. 
There are particular uncertainties 
for those in Northern Ireland, 
where the all-Ireland wholesale 
electricity market is based explicitly 
on EU rules, and it remains to be 
seen how UK/EEA interconnectors 
would operate after Brexit and any 
transitional period in which EU 
law continues to apply to the UK. 
The heavy de-rating of batteries 
with shorter discharge times in 
the most recent CM auction and 
the annulment of the European 
Commission’s state aid approval 
for the CM by the EU’s General 
Court create difficulties for those 
who may have been hoping to earn 
additional revenues from the CM. 
Ongoing reforms of the ancillary 
services market and network and 
system charging rules are another 
source of uncertainty. But arguably 
many of these issues are simply 
reflections of the fact that the UK is 
responding, perhaps more quickly 
than other jurisdictions, to the new 
realities of an electricity market with 
30 percent or more renewables.
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Uzbekistan

Since 2015, Uzbekistan has been actively promoting the use 
of RES. Its 2017–2021 program for RES demonstrates the 
government’s ambition to move ahead with solar, wind and 
hydropower projects. It envisages the implementation of 810 
projects worth a total of US$5.3 billion, which would add more 
than 1.5 GW of RES capacity and increase the share of RES 
electricity from 12.7 percent in 2016 to 19.7 percent in 2025 (with 
wind and solar capacities both more than doubling during that 
period).

Drivers
To achieve its RES-related goals, the 
government of Uzbekistan provides 
certain incentives. For example, 
entities generating energy from RES 
(with nominal capacity of 0.1 MW and 
more) are exempt for 10 years from 
going operational from (i) property 
tax on their RES facilities, (ii) land tax 
on their RES facilities, (iii) VAT and (iv) 
various infrastructure levies payable 
to government infrastructure funds 
(the Funds) on part of the energy 
volume sold to JSC Uzbekenergo. 
Entities specializing in manufacturing 

(assembly) of RES facilities are also 
exempt, for five years from their 
incorporation date, from all types of 
taxes and mandatory payments to 
the Funds.

Recent institutional reforms in the 
energy sector include establishment 
of the Agency for Development of 
Nuclear Energy under the Cabinet 
of Ministers of Uzbekistan (the 
Uzatom Agency) in July 2018 and the 
recent (October 2018) instruction of 
Uzbekistan’s president on establishing 
the Ministry of Energy.



In August 2018, an agreement was 
signed between the IFC, the State 
Committee for Investments and JSC 
Uzbekenergo on financial advisory 
services by IFC in attracting private 
investors on a competitive basis 
to design, finance, construct and 
operate solar power facilities worth 
up to US$1 billion on the basis of 
a public-private partnership. A pilot 
project for construction of a solar 
power plant with a capacity of up 
to 100 MW in Navoi region is to be 
tendered in March 2019.

Constraints and risk factors
The government encourages 
investors to take part in a wide range 
of RES projects (solar, wind and 
hydro). However, the underdeveloped 
regulatory framework and lack of 
RES legislation create substantial 
delays in implementing projects. 
Furthermore, investors face 
challenges in establishing public-

private partnership arrangements due 
to the lack of law on PPP projects. 
In addition, the difference between 
the tariff at which the local supplier 
JSC Uzbekenergo sells to consumers 
and the tariff for power generated 
from RES offered by investors to the 
local supplier significantly inhibits 
project development and has led the 
government to question the feasibility 
of some projects. In November 2018, 
the government addressed low 
consumer prices for fuel and energy 
resources, approving a gradual 
increase in tariffs.
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