LEGAL ISSUES

LAWYLERS
SPEAK

The future of RES hangs on the new law, so Cleantech surveyed six prominent lawyers to
gather their opinions on the topics and tone of the forthcoming renewable energy law.
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SINCE SO MUCH HANGS on the

forthcoming renewable energy law,

Cleantech asked a group of five
prominent Warsaw lawyers to asnwer
two important questions.

QUESTION 1: Is there a risk that the
generous support planned by the gov-
ernment for the solar PV in Poland
will distort the market as in the Czech
Republic or Germany?

QUESTION 2: If the renewable en-
ergy law isn’t passed for another 12
months, how will the delay affect the
renewable energy sector?

|

Q1 @MarketDistortions:

Even though these planned economical
incentives for PV development are very
generous, I don’t envisage that it will in-

fluence the energy market the way we
observed in Czech Republic or Germany.
In other words, I believe in a boom for
PV installations in Poland but the extent
of these activities should not result in
such a significant percentage of PV in-
stallations in the green energy mix that
could influence prices to end users.

The new planned Polish system is dif-
ferent than in the Czech Republic or
Germany. It’s true that these new com-
mercial PVs will receive more green
certificates than other technologies, but
they're still going to function in the gen-
eral green certificates system and will
compete with other renewables. Sec-
ondly, PVs will meet the same problems
with interconnection to the grid as oth-
er renewables, therefore development of
big, commercial PV projects may be lo-
cally frozen.

Q2 @LegislativeDelays:

I am not optimistic. I presume that the
structure of the renewables’ market may
transform with consolidation.

Instead of having a diversified market
of small and medium projects, which is
economically reasonable, it seems that
the market will be divided between big
energy producers interested in renew-
ables’ development mostly to gain green
certificates for the purpose of their re-
demption, but only to fulfill own obliga-
tions.

Other developers will probably either
freeze their projects or decrease speed of
their development (if they have the fi-
nancial means to cease operation) or sell
it to the bigger players.

Q1 @MarketDistortions:

The risk is not high. The Czech state
support system was based on some in-
correct assumptions that led to a solar
boom in 2010-11 and triggered fears
of a dramatic rise in electricity prices.

Firstly, the Czech state implemented
a generous fixed feed-in tariff system,
awarded to all PV installations. Sec-
ondly, due to a sharp decrease in the
cost of solar panels, they greatly over-
estimated the time needed for making
areturn on PV investments and guar-
anteed that the initial feed-in tariff
would apply for 20 years.

As aresult, the solar business became
very lucrative and expensive for end
users who paid the final bill for subsi-
dizing solar energy. Furthermore, the
system did not include price controls.

The Polish green certificates scheme
proposed in the draft law on renewables
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mitigates this risk as market demand
for certificates acts as a ceiling for pub-
lic support for renewables. The demand
is controlled by the ministry of econo-
my that indicates the obligatory level
of purchasing the certificates and may
- if needed - adjust it. On the other
hand, the feed-in tariff seems to be a
reasonable way of supporting distrib-
uted generation in small renewable
installations.

Q1 @MarketDistortions:
It looks like such risk has been consid-
ered by legislators. The most generous
support for all solar installations is
planned for 2013 and 2014. Afterwards
it’s going to be significantly lower.
What’s more, medium-size installa-
tions, with the capacity of 1 to 10MW,
would receive considerably lower value

of green certificates than those up to 1
MW (2.45 and 2.75 coeficient, respec-
tively). Industrial-size solar farms - above
10 MW - will not be supported at all un-
der the proposed new system.

There are a few practical consider-
ations, too. Free interconnection capac-
ity for generators is scarce and fees for
exclusion of high quality land from ag-
ricultural production are high in Poland.
With this taken into account, one can
hardly expect uncontrolled growth and
hundreds or thousands of MW of PV.

Q2 @LegislativeDelays:

This has been affecting the market for
some time already. There are practically
no new market entrants and hardly any
investments in the form of project fi-
nance in the wind sector. People want
certainty and currently no one knows
how long the current system will last.
The status quo is most profitable for co-
firing of biomass.

Technologies that are supposed to re-
ceive more green certificates, in line with
the currently available draft law, are in a
difficult situation. For example: if some-
one builds 1 MW PV under the current
law, they would receive 1 green certificate
per 1 MWh. Under the new law; it would
be 2.85 green certificate per 1 MWh for
15 years. If the RES law enters into force
in 2014, companies that built PV in 2013
would be stuck with 1 certificate per 1
MWh for the next 15 years, while their
competitors would receive 2.85 certificate
per 1 MWh. In effect, almost no one is
building PV. Everyone is waiting for the
promised higher support.

Q1 @MarketDistortions:

The amendment of regulations con-
cerning the support for photovoltaic
energy may contribute to the develop-
ment of this sector in Poland. Any such
incentives should be implemented cau-
tiously, however, with constant moni-
toring of the potential effects that they
may cause.

Some European countries have al-
ready gone through a “photovoltaic
boom,” with varying results. Spain
would be a good example, as the ag-
gressive support policy led to distortion
of the market. Similar effects, although
not as strong, are visible in Germany
and the Czech Republic. If the support
for PV in Poland is carried out with
due consideration, we may expect the
market to develop smoothly with no
breakdowns.
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Q2 @LegislativeDelays:

The process of amending the RES reg-
ulations has been underway for a very
long time. Considering that the draft
regulation is already public and there’s
still a lot of controversy, in particular
on the part of business, undue exten-
sion of the legislative process will not
be neutral.

One of the risks is that any investor
planning to execute a project relies on
the stability and certainty of the law.
Consequently, this could impact inves-
tors’ decision-making process. The
longer the uncertainty over the legal
situation, the more harm it can do.

Q1 @MarketDistortions:

With 92 percent of energy generation
based on coal, Poland needs expensive
and time consuming effort to boost ef-
ficiency at coal-fired power plants, de-
velop gas and, possibly, nuclear power.
Renewables should complement that
effort.

I am quite confident that we will see
a boom in solar in Poland, if the new
law on renewables retains the draft pro-
posals that we have seen recently. PV
may prove cheaper and easier than
wind, let alone biomass or hydropow-
er projects.

The market may be disturbed, of
course, but that will depend on the
number of PV projects, especially the
bigger ones. Their development will be
limited, however, by the ability of TSO
and DSOs to interconnect them.

Q2 @LegislativeDelays:

The effects will be multiple and neg-
ative. Even now the financial institu-
tions are openly less inclined to finance
new renewable energy projects. They
prefer to wait and see how the final sup-
port system will look. If financing is
provided, financing institutions impose
various triggers in their favor to secure
their interests in case the regulatory
framework in Poland develops in an
unfavorable way.

Moreover, current regulations don’t
guarantee long term stability, as virtu-

ally no one knows how long they will
be in effect. There are many more ex-
amples, almost none of them in favor
of the renewables’ sector.

Therefore, efforts are needed by all
interested parties to put pressure on
the legislators, so we don’t need to an-
swer the same questions again in Janu-
ary 2014.

EDITOR’S NOTE:

These interviews were compiled in
January 2013. At the time, the
current draft law of the renewable
energy law had been made public,
and was pending approval by the
council of minsters. The following
are the main assumptions:

ASSUMPTION 1I:

The government’s support for
renewable energy is planned as a
feed-in-tariff for solar installations
up to 100 kW and a green
certificate with a price floor for all
other forms of renewable energy.

ASSUMPTION 2:

Renewable energy will be given
un-equal support, based on a
correction co-efficient given in the
table in INDICATORS on p. 14.

As of the publication of Cleantech
vol. 3 the law has not passed.
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ROOFTOP SOLAR

BRIGHT

TOPS

Most sources of renewable energy aren’t fit for
cities. Solar PV is one exception. If the new law
passes, Warsaw could see aboom in the installa-

tion of solar PV.

BY PABLO CASTELLANOS

MOST PEOPLE DON’T think
about the potential of their roofs.
This is about to change.

If the new law on renewables is passed
photovoltaic (PV) installations will re-
ceive the most generous RES subsidy
(see Indicators, p. 14).

Recently, the city of Warsaw was in-
troduced to solar PV. A small project -
visible along Armii Ludowej - was com-
pleted by the Deutsche Energie Agentur
and the PV laboratory of the Warsaw
Institute of Technology. Although it’s
not rooftop, it is a project in the city
limits that serves as a good example.

Designed by MP-Tec, a German de-
veloper with offices in Poland, two PV
installations were set on the premises
of the Faculty of Civil Engineering at
the Warsaw Institute of Technology.

One of the solar PV installations is
stationary; the other is “self-tracking”
- enhancing power production by fol-
lowing the sun. The solar PV project
was co-financed by the German Fed-
eral Ministry of Economics and Tech-
nology (BMWi).

Adam de Sola Pool, CEO of CEO of
Environmental Investment Partners,
says projects like the MP-Tec demon-
stration facility are only the beginning.

“I expect a boom. I know that hun-
dreds of megawatts of PV power are
being planned,” Mr. de Sola Pool said.

“Warsaw has a lot of roofs. If you
could make a plug & play solution so

that you don’t have to engineer each
roof, you could have a very easy devel-
opment opportunity, Mr. de Sola Pool
added.

With the proposed support, a payback
time of five to six years can be expected,
with a twelve percent return on invest-
ment over a twenty-five year horizon.

According to Leszek Drogosz, the
director of the infrastructure depart-
ment at the Warsaw, city hall is getting
ready for the PV boom as well.

“We are participating in a program
called Cities on Power and planning to
have a special map of roofs in Warsaw
showing the best places for solar pow-
ered installations. The map will provide
information such as irradiance and eco-

facility toinspire a
new generatio
Warsaw. deshgre

nomic output,” said Mr. Drogosz.

According to SSW, a law firm, the
period of subsidy available for PV instal-
lations is limited by the renewable en-
ergy draft law to 15 years from the date
of the PV installation.

Additionally, support for installations
with a capacity of up to 100 KW - those
eligible for the fixed feed in tariff - will
be cancelled by end of 2027. Although
the subsidies are promising, the solar
PV potential of Warsaw is not for sure,
as the law hasn’t passed.

“I wish the government would be
clear about the law. The longer there is
uncertainty the more difficult it is to
hold on,” said Mr. de Sola Pool.

»n
esl?2l
Ao
=5
Ox
Z

WWW.CLEANTECHPOLAND.COM | 63



