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Editorial

EDITORIAL
I

f you were lucky enough to get away
at some point in the last two months
then I hope you enjoyed it. The rest of
the year is going to be turbulent.

by Richard Heap,
editor at A Word About Wind

“If China’s economy
experiences a fullblown crash then it
would have severe
impacts on firms in
the eurozone that
rely heavily on
exports to China.”
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The wind sector continues to face the
lingering effects of austerity cuts in key
European markets (see p.4), as well as
cuts to renewable energy support in
markets where wind has thrived, such
as Germany (see p.17). There is also
the ongoing risk that Greece could
leave the eurozone (see p.10), with another key election due this month.
These are three big risks for investors
in the eurozone, but they are at least
risks that investors have been able to
factor in when making decisions. Austerity is continuing to hobble the wind
markets of Italy, Portugal and Spain, but
nobody could claim it is a big surprise.
Likewise, investors have priced the risk
of Grexit into their deals.
But now, on top of these existing problems, there is another huge risk for the
eurozone — and we do not mean a
possible UK referendum on whether
to stay in the European Union. We do
not expect the UK public to decide
to leave the EU and, even if they did,
we would expect a full timetable that
would give investors plenty of time to
plan their decisions.
No, the big threat to the eurozone for
the rest of this year is the crisis in China.
Over the last few months, Chinese
stock markets have seen share prices crash by 40% but, with prices still
40% higher than one year ago, there
is plenty of pain yet to come. The Chinese government has sought to stop
the turmoil by preventing companies
from trading their shares; introducing
new laws to punish short selling; and
encouraging state-owned financial institutions to prop up the market, with
over $200bn going in so far.

But despite those steps and more,
the bad news just keeps coming. This
month, we saw that activity in Chinese
manufacturing contracted at its fastest rate for three years. If the Chinese
economy experiences a full-blown
crash then it would have severe impacts on the companies in the eurozone, particularly in Germany, that rely
heavily on exports to China.
Anything that were to undermine the
financial strength of Germany would
also undermine the financial strength
of the the eurozone, with potentially
dire consequences. Such an event may
also force countries like Germany to
scale back their ‘green’ policies to placate those who see energy sources like
wind as too unreliable and expensive.
There are many hypotheticals in there,
of course. The situation in China might
result in a full-blown crash, or it simply
be the sort of wobble we often see in
developing markets. It would be a mistake for those in the eurozone to think
that this does not affect them.
For now, though, we must try to get
on with business as usual. That means
investors can find ways to run schemes
more efficiently (see p.15) and the European Union should look at renewable energy policies which would better
support wind (see p.8).
And, of course, we will keep an eye on
news from China. It will be interesting,
but most certainly not relaxing. n
Eurozone is the fourth of five special
reports we will publish in 2015. For
more information about our special reports programme, please get in touch.
If you want to contact me then call, find
me on Twitter (@RichHeap), or email:
richard@awordaboutwind.com
And thanks for reading.
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Austerity Cuts Deep In South

AUSTERITY
CUTS DEEP
IN SOUTH
Wind investment in southern Europe
has slowed as governments have reduced
support to help fill holes in their budgets
Spain was one
of the most
important
countries in
helping to
establish wind
in Europe, but
that strength is
now a distant
memory.

I

t may be seven years since the collapse of
Lehman Brothers kicked off a global crisis,
but fiscal austerity continues to cast a long
shadow in southern Europe.
Governments across the region have
been reining in green subsidies to protect
consumers from rising energy prices and
to plug gaps in their national finances. Wind
is now the fourth largest energy source in
Europe by installed capacity, with 129GW
at the end of 2014 (see graph, below), but
austerity cuts mean the likes of Spain and
Italy are starting to fall behind.
This is a major turnaround. Spain was one
of the most important in helping to estab-

erating Installations In The EU 2000-14 (MW)

lish wind as a serious energy source in Europe. Indeed, with total capacity of 23.0GW,
it is still Europe’s second-largest wind market after Germany; and represents one-fifth
of the 117GW net wind installations over
the last 15 years (see graph, p.5).
But that influence is now a distant memory.
Spain is in a state of paralysis, as it has been
for the last 18 months.
Developers installed just 28MW in 2014,
which is 0.002% of total installations in Europe (see graph, p.6); and, in the first half of
2015, things got even worse. Spain’s wind
energy association, Asociacion Empresarial
Eolica (AEE), reported last month that

Power Mix in the European Union in 2000 and 2014
EU Power Mix 2000 and 2014

250000
2000

50000

2014

200000

40000

Capacity (MW)

150000

100000

30000

20000
50000
10000

Gas

Coal

Hydro

Wind

Nuclear

Solar

Fuel oil

Biomass

Others

Fuel oil

Coal

Source: European Wind Energy Association
Nuclear

Geothermal

Waste

CSP

Hydro

Biomass

0

© A Word About Wind, 2015

0

5

Net Electricity Generating Installations In The
Eurozone
Austerity
Cuts Deep In South
EU 2000-14
(MW)
140000

Net Electricity Installations
Generating Installations In Thein
EU 2000-14
Net Electricity Generating
the (MW)
EU 2000-14 (MW)

140000

120000

120000

100000

250000

100000

80000

200000
80000

60000

150000

60000

40000

40000

20000

100000

20000

0

50000
0

-20000

-20000

Fuel oil

Coal

Nuclear

Geothermal

Waste

CSP

Hydro

Biomass

Solar

Gas

-40000
Wind

Coal

0

Fuel oil

Nuclear

Geothermal

CSP

Waste

Hydro

Biomass

Gas

Solar

Wind

-40000

Source: European Wind Energy Association

“Unless the Spanish
government changes
some parameters of
the auction process, it
could be a disaster.”

0MW was installed in the first six months
of this year.The Spanish government has effectively made the market uninvestable after imposing retrospective cuts to subsidies
in the last two years.
Spain is not the only market in southern
Europe that is stuttering as a result of regulatory changes. In Italy, projects totalling
190MW were completed in the first half of
2015, according to the country’s renewables association ANIE Rinnovabili. This is
well below the 1GW a year completed on
average between 2008 and 2012; and this
fall is the result of Italy adopting a regime
where developers have to win subsidy support through a feed-in tariff auction.
Meanwhile, Portugal is only set to add
100MW this year due to the effects of austerity and the fact that the nation is only
400MW short of its 2020 target of 5.3GW
total capacity, meaning it does not need
large numbers of new wind farms.
And finally, Greece is struggling with wellpublicised economic and political problems
(see p.10). This all means southern Europe
is not the wind giant it was five years ago.

THE PAIN IN SPAIN
The problems in Spain really started two
years ago. In June 2013, the country introduced a law to end all subsidies for wind
farms that were commissioned before the
end of 2004; and in June 2014 it followed
up with a system to cap earnings from
existing renewable energy projects. These
moves have done serious damage to investor confidence in the country.
The government has done little to improve
sentiment with its policies since then.
In April, it set out plans for an auction of
500MW of wind capacity by September,
covering both new projects and repowering schemes. Industry body AEE has criticised the auction because it was a one-off
event, so has not shown investors that
Spain is backing wind for the long-term.
Luis Polo, chief executive at AEE, says the
government needs to revisit its plan: “Unless the government changes some parameters of the auction process, it could be a
disaster,” he says. “If we want investors to
come to Spain, the government needs a

© A Word About Wind, 2015
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Share of New Power Capacity Installations in the EU in 2014 (MW)
Share of New Power Capacity Installations In EU in 2014 (MW)
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calendar of all its auctions so investors know
what the government wants.”

In Italy, more
trouble is on the
way in the planned
new ‘green act’.

This is not the case with the current system,
he adds. At present, the government is able
to change the conditions of a deal every six
years.This is a barrier because investors want
long-term certainty for their developments. If
the Spanish government is serious about attracting investors then it has a long way to go
to re-build investors’ broken trust.
TARIFFS HOLD BACK ITALY
The wind sector in Italy has also suffered from
the impact of regulatory changes. In 2012, the

country switched to a system based on feedin tariff auctions, which has damaged the sector by making a host of schemes unviable.
This resulted in annual installations falling from
around 1GW a year to 437MW in 2013, and
then further, to 108MW, in 2014. This is now
starting to turn around with 190MW in the
first half of 2015.
However, this positivity may prove to be
short-lived as there is more trouble on the
way. The government is looking to introduce
a ‘green act’ that promises new taxes on polluters; clearer rules for approving wind farms;
and the elimination of subsidies for fossil fu-

Pain in Spain: Wind turbines and almond trees in Catalonia

Source: TEIX2007 via Flickr
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Austerity Cuts Deep In South
els. Prime Minister Matteo Renzi, who is leading on the legislation, has said that this would
put wind investment on a firmer footing.
But Italy’s wind association, Assiazone National Energia del Vento (ANEV), disagrees. It
says the proposal would actually mean cuts in
support for wind.

No new wind capacity
is set to be allocated in
Portugal until 2020.

Simone Togni, president of ANEV, said in June
that the proposed legislation would not address problems with feed-in tariff auctions;
and would reallocate support for the wind
industry to other sectors.
He said the measures in the act appear contradictory to Italy’s long-term green aims.The
government is set to reveal more on the proposed act this year. This should give investors
more clarity — but it may only be the clarity
that they would rather invest elsewhere.
Meanwhile, Portugal has also made slow progress, after adding just 184MW to take total
installed wind capacity to 4.9GW at the end
of last year. The country has taken a lead in
the race to floating offshore turbines, and is
looking to install a 25MW project off its coast

by mid-2016, but the onshore sector is feeling the impact of austerity cuts.
In 2012, the government stopped issuing licenses for new renewable energy projects;
and scaled back its ambition for installed
wind power by 2020. It reduced the target to 5.3GW of installed capacity by 2020,
which corresponds to the remaining capacity
granted in a 2005 tender. The result is that
no new wind capacity is set to be allocated
until 2020.
In Portugal and Italy government austerity cuts, in response to economic problems
across the eurozone, are continuing to hold
back investment in wind energy. This is no
surprise for investors but it does mean there
are limited opportunities to back new projects in southern European nations. The ongoing crisis in the Chinese economy will only
prolong this focus on austerity in Europe as
the region feels pain coming from the ailing
Asian superpower.
But those working in the wind industry in
Italy and Portugal can take heart from one
fact: at least they are not Spain. n
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Opinion: Kasper Dalsten, Vestas

POWER
PATCHWORK
HINDERS
UNION PLANS

European nations could better support
wind if they supported different energy
sources based on their own merits
Kasper Dalsten is director
of global business
development at Vestas
www.vestas.com

I

n the frequently hostile debate on wind
subsidies, reaching grid parity is seen as
the Holy Grail. However, the debate often
overlooks the nature of power markets.
In short, even when the levelised cost
of energy (LCOE) from wind power is
cheaper than conventional sources, wind
will rarely be able
to compete on an
equal footing in the
main European power markets. But why?

Even without renewables in the system,
a marginal cost-based power market has
a built-in shortfall known as the ‘missing
money’ problem: ‘when generation capacity is adequate, electricity prices are too
low to pay for adequate capacity.’ Wind and
other non-variable renewables have exacerbated this challenge.

“When the wind blows,
prices plummet; and a
carbon tax would trigger
a coal-to-gas switch
without a significant
boost for wind.”

There are a couple
of challenges here
for investors even
at moderate levels of wind penetration.
When the wind blows, power prices plummet; and a carbon tax would only trigger
a coal-to-gas switch without providing any
significant boost for wind. In other words,
the success of wind is undermining its own
financial sustainability.

As a result, several
European countries
are now introducing a patchwork of
capacity markets. At
best, these will be an
inefficient “solution”
to keeping the lights
on, prone to regulatory shortfalls. At worst,
capacity markets will harm competition and
threaten the completion of the single EU
internal energy market in electricity.
The source of the problem is that the European energy policy has attempted to

© A Word About Wind, 2015
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“We have seen
a myriad of
unsustainable
support schemes,
subsidies, and
inefficient
capacity
mechanisms.”

achieve three objectives — security of supply, affordability and sustainability — with
one market. Except for a lucky coincidence,
these objectives could not be achieved at
the same time through one price/market.
As a consequence we have seen a myriad
of unsustainable support schemes, subsidies, and inefficient capacity mechanisms.
The market-based, and more efficient
solution, would be to recognise that each
generation technology has idiosyncratic
costs and benefits even if the output,
electric power, is an identical commodity.
Thus, power markets should adequately
reward different technologies for their
merits and system-wide benefits.
For example, wind should be rewarded for
its price stability, environmental benefits,
and security of supply, rather than being
punished for being abundant but variable.
Similarly, peak plants delivering on-demand
electricity and back-up to variable generation from renewables should be rewarded
for their flexibility.

9

Unless each technology is adequately
rewarded for its benefits, a suboptimal
generation mix potentially jeopardising
generation adequacy is likely to ensue.
Removing fossil fuel subsidies is an obvious
place to start.
As for wind power, competitive long-term
power purchase agreements would ensure
efficient procurement while rewarding
wind power for its merits. As is well-known,
wind power has become unbeatable in
technology-neutral auctions in Brazil.
However, clever and wider power market
reforms are urgently needed to ensure the
fulfilment of the EU’s energy objectives.
At Vestas, we are committed to reducing
the LCOE of wind power and we are not
afraid of markets.
However, as an industry, we need to move
beyond the limited and misleading focus
on ‘grid parity’ and the notion of expensive
subsidies. n

Experts in
identifying risks
K2 Management has the expertise to de-risk and
deliver your projects and investments; come and
talk to us about our full life-cycle services for both
owner’s engineer and due diligence.
If you want to get more information about
K2 Management - click here
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GREXIT RISKS
EUROPEAN
DISUNION
Uncertainty over Greece’s future in the
eurozone is helping keep interest rates
low, but highlights risks for energy union

T

he threat of Grexit is still here. European leaders managed to keep Greece
in the eurozone during a tumultuous summer, but it may only be a short-term fix.
In mid-July, the European Union succeeded in forcing then prime minister Alexis
Tsipras to accept the harsh terms of an
€86bn bailout package; and last month
Greece repaid €3.4bn to the European
Central Bank. But Tsipras has since been
forced to stand down as prime minister
after more than 30 of his MPs rebelled
against the terms of the bailout package.

Now, the country is facing a second general election this year, on 20 September, and
the turmoil in the ruling Syriza party leaves
the way open for a new government by
the end of this month. This means that
there is still a very real chance of Greece
leaving the euro.
If that happens then the euro could easily
fall apart; all parts of the economy, including wind energy, would feel the shockwaves; and EU policies in the energy sector would come under severe scrutiny.This
should concern us all.

Controversial leader:
Greece’s former prime
minister Alexis Tsipras

Source: Kremlin via Flickr
© A Word About Wind, 2015
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Grexit Risks European Disunion
Greek tragedy: The government has cut
support for wind in favour of lignite

Source: Tufts University-Environmental Studies Program via Flickr

Under the leadership
of anti-austerity part
Syriza, Greece has
committed to further
growth of lignite
because it sees it
as a cheap option.

The current situation in the eurozone,
however, is actually relatively positive for
wind. The economic uncertainty may be
a drag on growth in the region, but wind
investors can still find deals.
Slow economic growth stifles rises in energy demand, which reduces the demand
for power from wind farms, but is also an
incentive for the ECB to keep interest rates
low. The current historic low interest rates
make working wind farms appear more attractive investment prospects than other
assets such as bonds.
The current crisis in the Chinese economy
also keeps up pressure on the European
Central Bank to delay raising rates.
And even if Greece remains in the euro,
there will be questions about how the European Union would manage its flagship
energy policy, the EU energy union. If the
EU struggles to manage 18 countries in the
monetary union, does it realistically think it
can unify the energy markets of 28 member states by 2030? Is this ambitious policy
a non-starter?

THE GREEK CRISIS
Ongoing uncertainty about Greece’s future
in the euro and the nation’s harsh public
sector cuts since 2008 have had a significant impact on the growth of the country’s
wind market.
Greece has installed just half of the 4GW
capacity it planned by 2014, and schemes
totalling only 100MW a year are being
brought forward. Meanwhile, under the
leadership of anti-austerity party Syriza, the
country has committed to further growth
of its lignite operations because it sees lignite as a cheap option.
The country has also aligned itself more
closely with Russia by signing a €2bn
gas pipeline project that Russian utility
Gazprom will use to pump oil into Europe
from 2018. This is in contrast to the EU’s
policy of reducing dependence on gas exported from Russia.
This is frustrating for those working in
the Greek wind sector. Ioannis Tsipouridis,
president of the Hellenic Wind Energy As© A Word About Wind, 2015
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“We have the projects
here [in Greece], the
companies are here,
the pipelines are here,
and I believe the money
can be find. All we need
is stability.”

12

sociation and chairman of RED Pro Consultants, says that the country has great
wind resources but the industry is being
undermined by politics. He says energy
minister Panagiotis Lafazanis is “so much
pro-lignite it hurts”.

making investments in European infrastructure in recent years. He says the main reason a Grexit has not been allowed to happen is because it would have had a severe
impact on both Europe’s pensions and
banking systems.

“There are two ingredients missing: political stability and financial stability. We have
the projects here, the companies are here,
the pipelines are here, and I believe that
money can be found. All we need is the
stability,” he says.

“German banks and French banks were
heavily exposed to Greece, and I believe
we have been spending all this time negotiating fruitlessly to buy us time to build
down their position on Greece. If it now
comes to Grexit, at least the pain will be
less severe than it otherwise would have
been,” says van der Heijden.

Tsipouridis adds that he expects Greece to
remain in the eurozone but, if it does drop
out of the euro and re-adopt the drachma,
there would be plenty of time for wind investors to adjust to the change. Stability for
the Greek wind sector looks some way off,
but it would help if a pro-renewables party
is elected with a popular mandate in forthcoming elections.
Outside Greece, the uncertainty over
Grexit has not had a significant impact on
investment in wind energy, other than the
wider sluggish effect it has had on finance
in the eurozone.
Michael van der Heijden, managing director at Amsterdam Capital Partners, which
focuses on financing in the offshore wind
sector, says that investors would already
have factored in the risk of Grexit when

He says equity investors would keep investing in utility-scale renewables in Europe, both onshore and offshore, because
these investors tend to be based in Europe
are so they are comfortable with the risks.
They are also under pressure to invest in
renewables because of their investment
guidelines and the need to generate returns for their shareholders. He says the
only equity investors likely to be put off by
potential Grexit are those from Asia.
And van der Heijden is also bullish on the
continued interest of debt investors in sectors such as offshore wind.
He says: “The banks are very keen to
fund offshore wind as long as it is properly structured. These assets are based on

Offshore investment:
Interest in the offshore
sector is strong
despite wider turmoil

Source: Nara Silva via Flickr
© A Word About Wind, 2015
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“People are going to
carry on using electricity,
so Grexit would not be
a fundamental driver of
energy usage.”

such solid investment principles that it is not
something you would just cancel. I don’t see
that drying up at all.”

from areas producing an excess at any given
time can be exported to areas that are not
producing enough.

Fintan Whelan, renewables consultant and
co-founder of Mainstream Renewable Power, who left the company last year, agrees
the impact of a Grexit would be limited because investors have had time to factor in
the risks and their exposure. He also says
that Grexit would not have a major negative impact on energy demand: “People are
going to carry on using electricity, so Grexit
would not be a fundamental driver of energy usage,” he says.

The proposed energy union is a priority
of the Juncker Commission, announced in
February, to address wildly different levels
of interconnectivity between countries (see
table, left).

There is also a risk to the future of the EU
if the UK decides at a referendum next
year to leave the EU, although that result
is not currently looking likely. Whelan says
the bigger worry for investors at present is
Electricity Interconnectivity of EU States the government’s openly hostile attitude to
wind and solar, and the subsequent axing of
subsidies for the renewable energy sector.
Country

Interconnectivity

Austria
Belgium
Bulgaria
Croatia
Cyprus
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Italy
Latvia
Lithuania
Luxembourg
Malta
Netherlands
Poland
Portugal
Republic of Ireland
Romania
Slovakia
Slovenia
Sweden
United Kingdom

29%
17%
11%
69%
0%
17%
44%
4%
30%
10%
10%
11%
29%
7%
4%
4%
245%
0%
17%
2%
7%
9%
7%
61%
65%
26%
6%

Source: European Commission
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There will continue to be financial uncertainty in the eurozone with the future of
Greece in the euro in question, as well as
the future of the UK in the EU. There will
also continue to be changes to subsidies at
national level that will affect investment in
individual states.
But, despite the uncertainty, the fundamental case for investing in wind is good. There
will continue to be demand for electricity;
and wind will continue to play an important part in the energy mix across Europe, thanks to EU targets and advances in
energy storage technology.
ENERGY DISUNION
Problems in Greece have demonstrated the
challenge for the EU of managing a monetary union of 18 nations, with EU leaders
also facing up to financial problems in Italy,
the Republic of Ireland, Spain and other nations since the financial crisis struck in 2008.
This raises the question about how the EU
would manage to achieve energy union in
28 nations by 2030.
The European Commission published details about its strategy to redesign the European electricity market on 15 July, with
a view to using ‘energy union’ to step up
the use of renewable sources across Europe. The idea is the renewable energy sector benefits if power can be traded freely
across the EU, because renewable energy

Maros Sefcovic, vice-president for energy
union at the European Commission, says
it is “committed to empowering European
consumers, creating a single well-functioning energy market, putting energy efficiency
first and becoming the number one in renewables”. The EU has a target of a 40%
cut in carbon emissions from 1990 levels
by 2030.
It is also looking to implement an EU-wide
emissions trading scheme; improving the
use of energy labelling for products in the
EU; and redesigning the energy market in
Europe. This would include using new technologies such as smart grids and metering,
domestic energy generation, energy storage, and improving interconnectors between different countries.
The International Investors Group on Climate Change has welcomed the policy,
which it said would “enable the commission to pursue a more strategic approach
to climate and energy policy”. But different countries have different energy priorities, and there will be political and practical
problems when it comes to uniting nations.
The EU has not yet explained how it would
manage these problems. It said in a paper
published in February that it would not
force any nation to give up the power to
set its own energy mix, which should help
to placate state-owned energy firms, but
many of these firms will also fear opening
up Europe-wide competition.
Alexis Crama, vice president of offshore
development at LM Wind Power, says the
idea of linking EU energy markets is good
for wind because it boosts energy security.
“People think about energy storage but,
more than energy storage, we need smart
grids and interconnections. The wind is always blowing somewhere in Europe so, if
you have a well-integrated European grid,
not national grids, then what you will see is
you can export an excess of wind power
from one country into another,” he says.

© A Word About Wind, 2015
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“The wind is always
blowing somewhere in
Europe so, if you have a
well-integrated European
grid, then you can export
excess wind power from
one country to another.”

Crama says the major challenge for the EU
will be harmonising different renewable
energy support mechanisms: “What is difficult in Europe is it is a very fragmented
market. Until now, the market has auctions,
it has feed-in tariffs, and it has renewables
obligations. It’s non-harmonised and every
country is a market in itself,” he says.
Ivan Pineda, director of public affairs at the
European Wind Energy Association, says
the EU wanted to use the proposed energy union to encourage cross-border investment in energy infrastructure. Even if this
presents some uncertainty for investors in
the run-up to 2030, Pineda says that the
ambition would promote renewables and
be good for wind.
The slow pace of change will also reassure
investors worried about major upheaval.
The EU’s current challenge is making sure
interconnections are built that will enable it
to create a unified energy market. In January, the European Commission proposed

to form a fund giving access to long-term
funding for interconnections; and, in February, published an update on the progress of
the EU towards its target of 10% interconnection by 2020.
The report said it now needed political
backing in member states to make energy
union happen, and it would consider introducing new laws if that support is not
forthcoming. We would expect the EU to
go down the legal route at some point, as
the Greek situation has shown how tough
it is for the EU to act when a national government acts belligerently.
The EU still faces major challenges. Grexit
is still a possibility; people in the UK are
set to vote next year on whether to leave
the EU; and economies in southern Europe
continue to act as a drag on European
growth. It is against\ this backdrop that the
EU has to plan.
Energy union may be the aim, but achieving
it will not be straightforward. n

EXPERIENCE MATTERS
DNV KEMA
GARRAD HASSAN
GL RENEWABLES CERTIFICATION
DNV GL IN ENERGY

In DNV GL we unite the strengths of DNV KEMA, Garrad Hassan and GL Renewables Certiﬁcation.
Our 2,500 energy experts take a broad view to support customers around the globe in delivering
a safe, reliable, efﬁcient and sustainable energy supply. Our testing, certiﬁcation and advisory
services are independent from each other.
www.dnvgl.com/energy

SAFER, SMARTER, GREENER
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Opinion: Guy Auger, Greensolver

DEVELOPERS
MUST LOOSEN
GRIP ON ASSETS

The time has come to professionalise
asset management in wind and take it
out of the hands of developers
Guy Auger is chief
executive at Greensolver
www.greensolver.net

“What we are
yet to see is
any significant
standardisation
of practices
within wind
energy asset
management.”

D

espite the recent attempts of policymakers to stifle its growth, Europe’s
wind market has evolved to become
much more resilient than ever. While it is
undoubtedly a mature market, its capacity
to reinvent itself continues to provide new
impetus for growth and investment.
Even as some markets slow down, others
find new vigour. The rise of the yieldcos
has brought new life to the UK and, in Italy,
the secondary market continues to grow,
with Spain not too far behind. France has
become a hot prospect once more, while
Germany continues to forge ahead.
This evolution has both fuelled and been
sustained by the changing behaviour of
investors. In 2007-8, when I was involved
in raising wind-only equity funds, the main
challenge for investors was to identify
which asset class wind fell into. Clearly, this
is no longer the case as wind farms are an
established asset class – and a well-understood, if not safe, investment prospect.
Today’s funds have developed much broader investment profiles in order to take advantage of the more diverse offering of a
maturing sector. There is now an investor
for any type of asset, and this has boosted

returns for developers and project owners
as their assets have become more valuable.
We are seeing an increased number of
deals that cover not just a single asset, but
also provide first right of refusal on subsequent projects. Likewise, slowly but surely,
pipeline-only deals are on the rise once
more and attracting a much greater focus.
Simultaneously, the question of how to
boost long-term performance is of greater
concern for asset owners. As the sophistication of investors has increased, so too
has their understanding of risks and attention to detail when negotiating deals with
developers, managing ongoing operations
and maintenance and, ultimately, exploring
lifetime extension or repowering options.
All three of these areas require meticulous
advance planning, and a natural and visible
consequence of this trend has been the
emergence of wind asset management.
What we are yet to see, however, is any significant standardisation of practices within
wind energy asset management. Working
in a number of countries for a broad range
of investor and asset owners, Greensolver
has a revealing perspective on the breadth
of European asset management practices.
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One of the most common failings in the
industry is the lack of detailed data analysis.
There are a lot of great monitoring tools
available, but none of these can work alone.
Each requires the data they gather to be
continuously reviewed, reclassified and understood – and yet this is often bypassed in
favour of reactive management.

“Developers that claim
they can also perform
asset management
are no longer credible.
Asset management is
an entirely different
business from
development.”

Asset management is, in reality, much more
than monitoring and HSE management;
it is about understanding how the asset
performs and how to optimise its longterm production. This requires in-depth
knowledge and analysis of data.
The time has come to professionalise asset
management in European wind. Developers that claim that they can also perform
asset management are no longer credible.
Asset management is an entirely separate
business from development, where the
timescale is measured in minutes, not development years, and revenues are counted in thousands, not millions.
Third-party asset managers are now
starting to cement their position in the
market as both small and large asset own-
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ers recognise the value and cost savings
involved in outsourcing to independent
professionals – in the same way that they
do so for their accounting or legal services.
The development of the ISO 55001 asset
management standard has helped investors and project owners to understand the
quality of process and depth of expertise
provided by an asset management supplier.
Likewise, investors are starting to benefit
from access to performance benchmarking
tools, such as the Greensolver Index, which
provide unprecedented access to technical
portfolio data shared by other users.
As the market keeps maturing, repowering
will increasingly become a viable life extension strategy and asset owners will need
to engage third-party experience years in
advance to assist in renegotiating approvals.
In the end, however, the basic recipe for
long-term performance and returns is
simple. Manage your assets proactively, on a
daily basis, since every penny counts. Assess
and manage project risks continuously. And
finally, plan ahead. n
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End Near For German Boom

END NEAR
FOR GERMAN
BOOM
Reforms by the German government to
renewables laws from 2017 have sparked
a short-term onshore wind boom

T

he German onshore wind industry is
in the midst of a building boom.

Almost 5GW of new onshore wind farms
were completed last year (see graph, below), which is double the ten-year average;
and up to 4GW more is set to be added
this year. On the face of it such figures may
suggest onshore wind in Germany is in
good health as a result of strong government support. That is partly true.

In 2017, the pace of
building in onshore
wind in this European
powerhouse is set to
slow dramatically.

But this rush of activity is also a recognition from developers and investors that

building onshore wind farms is going to
get more costly and difficult in 16 months’
time. In 2017, the pace of building in onshore wind in this European powerhouse
is set to slow dramatically.
Last July, the government passed changes
to its flagship ‘green’ law, Erneuerbare-Energien-Gesetz (EEG), to rein in renewables
subsidies on consumer energy bills. The
key changes include feed-in tariffs for new
schemes, set through a tendering system
from January 2017; and restrictive growth
‘corridors’ on how much onshore wind
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they want to finish projects by the end of
2016 in anticipation that they will look less
financially viable after that. It is a significant
change for a country that is undoubtedly a
global wind energy giant.

Total Installed Wind Capacity in Eurozone Nations (MW)
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Netherlands
2,805

ROI
2,272

Belgium Finland
627
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Others
Greece
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1,980
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Germany will not turn its back on wind
energy. It has the largest wind market in
the eurozone (see graph, opposite), and
the third-largest in the world behind China and the US. It also has a strong supply
chain, which includes industrial giants like
Siemens; and is committed to wind in its
energy mix as part of its Energiewende
(‘energy transition’) programme to reduce
its reliance on fossil fuels.

Portugal
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France
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Source: European Wind Energy Association

can be built each month, which would be
2.5GW in the first year. This will make it
tougher to get consent and less lucrative
to generate wind power.
Wind companies are yet to find out exact details of the changes — a consultation is ongoing — but, in the meantime,

Even so, the government is looking to use
the revised renewable energy law, known
as EEG 2.0, to introduce a more ‘marketbased’ approach to funding the expansion
of renewable energy. That means making
changes to policies including the feed-in
tariff, which has previously been decided
at government level but, from 2017, will
be replaced by competitive bidding. This
means investors will only get financial support for projects if they can offer the lowest price for their electricity.
It is making the change in order to reduce
the subsidies that are paid to support the

Green development: Developers are looking
to complete schemes by the end of 2016

Source: Nordex via BWE
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Narrow corridor: The government is set to
toughen rules on where turbines can be built

Source: Nordex via BWE

“Politicians say the
tender system will
lower the price [of
wind energy], but I
don’t see the price
getting any lower.”

generation of energy in sectors including
wind and solar, which are currently worth
more than €20bn a year. As with most
cuts to renewable energy subsidies, this is
politically-driven rather than economically-driven, given that global subsidies for oil,
coal and gas are four times the level as
those for renewable energy.
This is a frustration for those working
in the sector. Wilhelm Heyne, owner of
German wind energy consultancy Heyne
Windplan Beratung and a regional chairman at Germany’s wind association, Bundersverband Windenergie (BWE), says
the idea that wind subsidies are high is “a
psychology problem and to get away from
that is very difficult”.
Heyne says that the tender system is also
fraught with risks for investors, and he
does not think it will achieve its aim: “Politicians say the tender system will lower the
price, but I don’t see the price getting any

lower,” he says, and gives the example of a
similar system used in the solar sector.
The government has been testing the auctions model in solar, and revealed its first
set of tender winners in April.
The problem here is that the auction resulted in the award of contracts to projects where energy costs the government
more than it would in the feed-in tariff. In
this auction round 25 projects, averaging
6.3MW, were awarded government support with a price per KWh of 9.17 cents.
This is higher than the current solar feedin tariff of 9.02 cents.
Another difficulty for solar investors has
been that only 25 of 170 bidding projects
were given the government support. This
means there are now 145 projects that
would have generated cheap energy that
will now not be built unless they secure a
power deal with a private buyer.
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German Changes Also Affect Offshore

Organisations that have criticised the use
of competitive bidding include Greenpeace, which has argued that the system
has not been successfully proved to work
before; that it pushes smaller operators
out of the market; that it adds to bureaucracy; and it leads to unfinished projects.
This is why companies are rushing to
complete projects by the end of next year
in order to fall under existing rules. The almost 5GW of wind farms finished in 2014
far exceeded the target of 2.8GW.

Source: Matthias Ibeler via BWE
The reforms in EEG 2.0 are also set
to affect the offshore wind sector.
The biggest change has been the reduction in the target for offshore wind
capacity by one-third to 6.5GW in
2020; and 15GW in 2030, down from
25GW. More than 2GW of offshore
wind is set to be installed in German
waters in 2015, which is ahead of the
UK and China. The 2015 figure has
been inflated as delayed projects due
to open in previous years are now
reaching completion.
The government is looking for new
offshore wind capacity of 800MW a
year from 2021 to 2030.
The legislation also includes changes
to subsidies. Currently, offshore wind
farms are offered €0.184/KWh for
the first eight years after completion;
and €0.154/MWh for the next 12

years. In January 2020, this is set to fall
to €0.154/MWh for the first 12 years,
with the potential to extend to up to
20 years.
However, the government is also
looking at introducing new tenders
for offshore wind farms, which is similar to the system onshore and is also
intended to drive down the cost of
offshore wind power.
These auctions could start as early as
next year for schemes to be commissioned from 2021.
As with onshore wind, the government appears to be using the tendering system and new targets to control
the growth of Germany’s offshore
wind sector and ensure a balanced
energy system. This should give investors certainty but also hamper efforts
to reduce the cost of offshore wind.

The other policy change causing concern
is new growth ‘corridors’, which set limits
on how much renewable energy in different sectors, including onshore wind, can
be built each year. The target for the first
year will be 2.5GW of new wind farms,
which does not include new capacity added via repowering schemes. If more than
that is built in the first year then the target
will be lowered in the second year; and, if
less is built in the first year, then the target
will be higher in the next year.
The idea is to set a clear trajectory for
continued growth in renewables. Further
details on these policies came out in July
for consultation, which closes in October,
and final revisions are due next year. This
does at least show that the German government wants to support orderly growth
in onshore wind, and not remove support
as the UK is doing or make retrospective
cuts like Spain.
SENSING DANGER

And the third issue for German consumers is that developers now have two years
to complete the projects, which means
they can delay building projects until solar
technology gets cheaper. The result of this
is consumers have to wait longer before
new low-cost energy sources are built.
LITTLE EVIDENCE
The German government has not seen
evidence that these auctions have reduced the costs to consumers of solar
power, but it is nonetheless determined to
push on with their use in the wind sector.
The upshot of this is uncertainty and cost
for wind developers, who will now not
even have the chance of government support unless they have fixed environmental
and construction permits.

Kurt Sturken, managing director at consultancy K2 Management, says current levels
of activity will drop off after 2017, which is
partly due to the new EEG rules because
companies “all assume the new system
will be worse for wind than the old”. But
he says there is further uncertainty for
those in the energy sector because of the
next general election, which has to happen by October 2017.
The election is significant because it means
more debate on energy policy at a time
when utilities are struggling to reform
business models based on fossil fuels and
cope with growing amounts of wind and
solar power across the country. Under
Germany’s federal system, the interests
of states in the north that are reliant on
renewables must be balanced by the in-
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terests of those in the west that are more
reliant on nuclear and fossil fuels. Future
German energy policy is unpredictable.

“If the government
maintains its growth
target while changing
the system, then
investors can assume
it will come up with a
system that will make
it possible to meet
those targets.”

Even so, Sturken says that some politicians
are already talking about the need to protect wind: “We already see politicians saying that we have to make sure that our
onshore wind industry and jobs are not
killed by a complete decline in renewable energy.” This should give confidence
to investors in renewable energy that
there will still be opportunities to develop
schemes in Germany.
However, it will also force developers to
look at new markets. Utilities and large
developers have already been looking at
opportunities in emerging markets, as well
as fledgling sectors like offshore wind (see
box, p.20), and this will only become more
important after the market slows in 2017.
Matthias Lang, partner in the international
energy and utilities group at law firm Bird
& Bird, which held an event in June looking
at the changes, said investors should not
be too worried by EEG 2.0. It does not affect existing schemes, and the government
is also committed to wind long-term.

“Most people expect that this is something can be dealt with. In general, the
growth targets for the government are
still in place. If the government maintains
its growth target while changing the system, then investors can assume that the
government will come up with a system
that will ultimately make it possible to
meet those targets,” says Lang.
He continues: “In the recent proposal for
the new auctions, the government specifically mentioned that it wants to design the
system in such a way that it leads to a
high probability for realisation of the bids,
including sufficient realisation deadlines”.
However, there are also areas in the government’s proposal that may still require
additional review, for example, if a more
even distribution of wind turbines across
the country is to be achieved.
The current boom may be coming to an
end, but the German government is still
taking a pragmatic approach that should
give long-term certainty to investors, even
if schemes are not as lucrative. On that
basis, its status as a key market in the global wind industry looks secure. n

Will my project
perform as
expected?
When wind is the fuel, accurate
prediction is critical for reducing
production uncertainty.
We can help.
Vaisala – experts in measurement,
assessment, and forecasting for
the renewable energy industry.

www.vaisala.com/renewable
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Key Dates

KEY DATES

Top decision-makers in wind energy finance trust A Word About Wind
to deliver news, analysis and new business connections.
You can take advantage of our membership and subscription services, and join over 2,500
other senior industry executives, by signing up for the service today. To register for a free
30-day newsletter trial visit: www.awordaboutwind.com
Our rapidly-expanding membership base benefits from a range of intelligence, insight and
networking services. In addition to the newsletter, published three times every week, we
also publish special reports and run events. You can see key dates for our forthcoming
programme of reports and events below:

Events

Reports

10th September Quarterly Drinks Q3
22nd October
Annual Conference
5th November
Quarterly Drinks Q4
March		
Quarterly Drinks Q1
May			US Drinks
June 		
Quarterly Drinks Q2

10th November
Top 100 Power People
January		 Finance 2016
March			
Emerging Markets
June			Offshore
July			 Careers

“Membership helps me stay connected to the leading industry participants
and to keep updated on the weekly news impacting the sector.“
Nicola Riley, Head of Wind Energy UK, Fichtner

Networking at A Word About Wind annual conference 2014
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