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New auctions about to begin
CHP funding rates to be set in competitive process; first joint auctions for on-shore
wind and photovoltaics. Find out more

New auctions about to begin
CHP funding rates to be set in competitive process; first joint auctions for onshore wind and photovoltaics.

© iStock.com/SerrNovik

The transition from the old system of fixed funding rates stipulated by government to new, auctionbased systems is coming along well. In mid-May, the Federal Government approved an ordinance that
has cleared the way for new auctions. In future, CHP installations with a capacity of between 1 and 50
megawatts and innovative systems will have to face competition. In parallel, the Federal Government
has introduced the first auctioning scheme that combines two different technologies, on-shore wind
and solar.

CHP auctions – a way to lower costs and integrate renewables
What will change as far as CHP installations are concerned? In future, mid-sized installations with a
capacity of between 1 and 50 megawatts will only be eligible for funding if they have successfully
taken part in an auctioning scheme held by the Bundesnetzagentur (the federal regulatory authority in
charge of the energy market). This is to help bring down the cost of funding. Furthermore, in adopting
the ordinance that stipulates these changes, the German government has transposed EU regulations
into national law.
Most mid-sized CHP installations feed the heat they generate into the urban heating networks; some
are used to supply large commercial or industrial companies. CHP installations generate both
electricity and heat. This makes them highly efficient and has helped us reduce our consumption of
fuel.
As the government seeks to foster investment in more flexible types of CHP technology, it will now
hold the first round of auctions for funding for innovative CHP installations with a capacity of 1 to 10
megawatts. This type of system uses renewable heat energy, e.g. from solar thermal systems or heat
pumps, thus preventing a large volume of potential greenhouse gas emissions. Said Rainer Baake,
State Secretary in the Federal Ministry for Economic Affairs and Energy: "CHP is an essential building
bloc of the energy transition. The next step is to ensure that the installations are flexible enough to
respond to fluctuating heat and power generation from renewables.”
Up to 2021, a total annual capacity of 200 MW will be auctioned each year, of which an initial 150
MW is to come from conventional CHP plants and another 50 MW from innovative CHP systems. The
share of innovative CHP systems is slowly increasing.

Pilot run: joint auctions for wind and solar power
It has become standard practice for renewables funding to be set by auction. State Secretary Baake
explained that, up until now, the German government has had good reason to hold separate auctions
for separate technologies, as was stipulated in the Renewable Energy Sources Act. "It's good for
energy security and ensures better regional distribution of the electricity generated from renewables.
But, nevertheless, we want to launch a pilot project to gain some practical experience with auctions
spanning several technologies."
Following a successful pilot phase of auctions for large ground-mounted PV installations, the initial
regular rounds of auctions for solar power, and on and offshore wind energy have also been
completed. The auctioning schemes have helped bring down the cost of funding for all these
technologies. The new pilot project will involve a joint round of auctions for onshore wind power and
solar installations with a capacity of more than 750 kilowatts. The purpose of this project is to find out
how this type of cross-technology auction ought to be designed and what the results are compared to

individual auctioning schemes. Auctions are to be held for 400 megawatts of capacity to be added
every year. This volume will be split up into two rounds, with deadlines on 1 April and 1 November
respectively. In principle, the rules that will apply for the two technologies will be the same as those
for the individual auctions. The joint auctioning scheme will be tested over a period of three years,
spanning from 2018 to 2020.

FURTHER INFORMATION
Press release from the Federal Ministry for Economic Affairs and Energy on decision by the
Federal Cabinet
Combined heat and power
Electricity by 2030: Report of findings on CHP installations
Auctions under the Renewable Energy Sources Act

'Citizens' energy' wins auctions for on-shore wind
installations
The citizens' energy undertakings have had the most success in the first round of
auctions for on-shore wind energy. They accounted for two thirds of all bids
submitted and for a staggering 93 per cent of all successful bids. The lowest price
achieved was 5.25 cents per kilowatt hour.
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Citizens' energy undertakings are exempted from some of the requirements that must normally be
met in order for a wind power project to be able to compete for funding. This has had the desired
effect and allowed them to be very successful. In the first round of auctions, two thirds of all bids
were submitted by this kind of undertaking. Even more impressively, they won 93 per cent of the

funding awards. Overall, 65 of the 70 projects that were successful were proposed by citizens' energy
undertakings, with other stakeholders accounting for just 5 successful projects.
Altogether, 256 bids for projects with a combined volume of 2,137 megawatts were submitted; the
actual volume up for auction was for a capacity of 800 megawatts. This means that the capacity for
which proposals were submitted was 2.5 times larger than the capacity being auctioned off. The
lowest bid to be accepted was for 5.25 cents per kilowatt hour, the highest for 5.78 ct/kWh. The
successful projects are located in nine different German states, all across the country.

Successful transition to market-based pricing
Said Rainer Baake, State Secretary in the Federal Ministry for Economic Affairs and Energy: "The fact
that we have seen this high level of competition which has brought prices down this much and that
there has been such broad-based public participation shows that the paradigm shift we have initiated
away from fixed funding rates stipulated by government to market-based pricing has worked well".
The expansion in the use of renewables in Germany is the result of the hard work and dedication of a
large number of individuals, companies and initiatives. Local citizens' energy undertakings, in
particular, have achieved a great deal in terms of raising public acceptance for renewables. For this
reason, the Federal Ministry for Economic Affairs and Energy had devised a strategy to ensure that
this type of initiative can survive in the competitive auctioning process.

Citizens' energy undertakings benefit from two exceptions
Citizens' energy undertakings are given two advantages over other competitors in the process: first of
all, they are able to submit bids for a wind farm without the need to obtain a licence beforehand. If
they make use of this option, they are given an extra 24 months to complete the project. Second,
unlike other competitors, the funding they receive is equal to the highest price that was accepted, in
this case 5.78 Ct/kWh – not the price for which the bid was originally submitted. These two
exceptions have helped lower the risks incurred by the citizens' energy undertakings and have helped
maintain a high level of diversity of actors in the development of renewable energy. Citizens’ energy
initiatives are required to offer 10 per cent of their shares to the municipality.

Study shows that wind power is likely to become even cheaper
Over the next few years, on-shore wind power is likely to become even cheaper to produce. A study
conducted by the Agora Energiewende think tank has found that the overall cost may well continue
to fall compared to the prices that were set in the latest round of auctions. This is likely to be
accomplished thanks to the development of more powerful systems and larger rotor blades, with
potential earnings dwarfing the additional costs. The analysis also sees further potential for lowering
the cost of leases and maintenance work, both which it says are higher than the international average.

FURTHER INFORMATION
Press release by the Federal Ministry for Economic Affairs and Energy
Press release by the Bundesnetzagentur

What exactly is meant by 'efficiency'?
How much of the energy fed into an installation is converted into energy that can
be used? It all depends on the installation's efficiency. You'll find more
information here.
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It's about using energy as efficiently as possible
Many of us start the weekend by refuelling the family car to prepare for a trip to the countryside.
Unfortunately, the petrol usually won't last for long. Internal combustion engines simply aren't all
that efficient, converting a mere 35 per cent of the energy contained in the petrol into kinetic energy.
The remaining 65 per cent is turned into waste heat generated in the engine itself and as a result of
friction in the powertrain, for instance. All this means that only around 21 litres of the 60 litres you
would normally fill your tank with is used for movement.
Diesel engines are slightly more efficient, converting nearly half (45 per cent) of the energy contained
in the fuel into kinetic energy. But that's nothing compared to an electric drive. Electric car drives are
around 80 to 90 per cent efficient.
Efficiency is the share of the energy fed into the tank or battery that actually makes it to the wheels of
the car. Or, if we don't just look at cars anymore, it is the share of the energy fed into a technical
installation that can be used for the actual purpose of that installation. Efficiency is expressed as a
figure on a scale from 0 to 1 or as a percentage. In reality, however, it can never be as high as 1 or 100
per cent, simply because some energy will always be converted into (waste) heat.

Combined heat and power for excellent performance
Efficiency is also extremely important in the context of power installations. Among the most efficient
of them are combined heat and power (CHP) installations. Just like your car, these installations are

powered by fuel which is burned to generate kinetic energy. This energy is then converted into
electricity, a process that also generates heat. Unlike in a car, however, this heat does not go to waste
but is used for heating. This means that the fuel is used to generate both electricity and head, which
makes it highly efficient (up to 90 per cent).
Compared to other installations, CHP installations therefore need less fuel to create the same amount
of electricity or heat, which also means they cause fewer greenhouse gas emissions (CO2). Modern
installations can be powered not only on natural gas, but also biogas, bioethanol or wood, which
again translates into lower CO2 emissions.
These properties make CHP a vital element of the energy transition. The share of CHP in Germany's
power consumption stood at around a fifth in 2015 and is set to rise further in the coming years. At
the same time, we need to find more flexible ways of integrating those CHP installations that are
powered by renewables into the heat and electricity market. Both of these objectives are to be served
by the auctions that will take place as of 2018.

More efficiency, more funding
The energy transition relies on new, highly efficient technologies for our future energy supply. This is
why the German government is promoting research and development in this field. One of its most
important tools here is the 6th Energy Research Programme, which supports companies and research
establishments in their work to develop new energy technologies. The focus here is on making PV
installations, fuel cells, solar thermal installations and other technologies more efficient.

FURTHER INFORMATION
Electric mobility in Germany
Combined heat and power
Information about energy research

Dazzling result for photovoltaics
Work to expand ground-mounted PV capacity is going to plan: Almost all projects
approved in 2015 are now operational.
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Figures released by the Bundesnetzagentur (Federal Network Agency) in May this year show that the
system of auctioning support for the building of ground-mounted photovoltaics installations is
working extremely well. Almost all of the projects for which awards were approved at the beginning
of 2015 had been realised by the start of May this year, and the relevant ground-mounted
photovoltaics installations commenced operation.
“This is a fantastic outcome,” said Rainer Baake, State Secretary at the Federal Ministry for Economic
Affairs and Energy. The funding rates for these projects were set as part of a competitive process and
we now know that operators are actually implementing their projects within this framework."

Funding rates fall significantly
Germany’s Renewable Energy Sources Act (EEG 2017) stipulates that funding rates for renewables
installations are no longer to be set by government but be determined by competition. Auctions for
ground-mounted PV installations were first piloted in 2015. Twenty-five of the 170 bids submitted
were approved. Their combined capacity was 157 megawatts. The funding rate determined by the
auctions at that time was an average of 9.17 cent per kilowatt-hour of electricity generated. In the
sixth and final round of pilot auctions at the end of 2016, this fell to 6.9 cent (overall development
shown by our chart). In the first regular round of auctions, held in February 2017, the funding rate fell
even further, dropping to 6.58 cent. This clearly shows that the auctioning schemes really do lead to
considerable reductions in funding.
The operators of the new ground-mounted PV installations who had been granted funding in the first
round of auctions at the start of 2015 were able to submit their applications for funding up until 6
May 2017. Almost all operators took advantage of this opportunity, with close to 100 per cent of all

projects being realised as planned. There was only one project in which 15 per cent less capacity was
built than was stated in the bid.

To be continued...
The pilot auctions for ground-mounted PV installations were a complete success and have now
become standard practice, as stipulated in the 2017 Renewable Energy Sources Act. The next
deadlines for bids to be submitted for solar installations are 1 June and 1 October 2017. The
Bundesnetzagentur, the German regulatory authority for the energy market, will publish all of the
relevant information six to eight weeks prior to each of these two dates.

FURTHER INFORMATION
Auctions under the Renewable Energy Sources Act
Information about the 2017 Renewable Energy Sources Act

Investment in renewable energy remains high
In 2016, more than €14 billion was invested in the expansion of renewables. This
is good for the energy transition – and for our economy, which benefits from the
investments.
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Renewable energy is a major economic sector for Germany. In 2016, some €14.2 billion was invested
in building new renewables installations, down just slightly from the previous year (€14.6 billion). This
is despite the fact that far fewer offshore wind-power installations were built than in 2015.

Wind ahead of sun and biomass
Just under two thirds of all investment was in onshore wind energy. Photovoltaics was also further
expanded (11 per cent of all investment), as was biomass for heat generation (9.7%). The smallest
share of investments was in hydropower (0.2 per cent), as most of the existing potential in this energy
source has already been exhausted.

Investment rate stable, economic output stronger
Whilst the level of investment remained virtually unchanged compared to the previous year, the
overall economic output of all renewables installations in Germany continued to grow. This rose from
€14.7 billion in 2015 to €15.4 billion in 2016 – a rise of just under 5 per cent.

Setting the right course
The expansion of renewable energy, which is controlled and foreseeable, continues to be one of the
key pillars of the energy transition. That is why the Federal Government has stipulated expansion
targets for each technology, set out in the Renewable Energy Sources Act. These targets set the
course for reliable investment in the expansion of renewables.

FURTHER INFORMATION
Dossier on renewable energy
BMWi-Flyer "Erneuerbare Energien 2016" (in German only)

IdeenExpo: experiencing the energy transition at
the ‘Ideas show’
The IdeenExpo show is making the National Top Runner Initiative and the Public
Dialogue on the Grid even more tangible for its young audience – with workshops
and exhibits to touch and try out.
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At the IdeenExpo show, visitors can really experience the technology on show – they can even jump
on a bike and create their own electricity. The science and technology show, which is geared towards
school pupils, will take place in Hanover from 10-18 June 2017. The joint stand run by the Federal
Ministry for Economic Affairs and Energy is this year presenting the National Top Runner Initiative
(NTRI) together with the Public Dialogue on the Grid.

Spinning the wheel of fortune to talk about energy efficiency
The National Top Runner Initiative (NTRI) has been set up to help get good, energy-efficient products
onto the market more quickly. The initiative is being presented at the trade fair in order to raise
awareness among young people about using energy more carefully.At the NTRI stand, young visitors
can have a go at generating their own electricity by pedalling on a bike connected up to a monitor
which shows how many kilowatt hours of electricity is being generated. It also enables them to see
which household and multimedia appliances could be operated using the amount of electricity that is
being produced. Those a little less energetic can have a go at the wheel of fortune where there are
quiz questions all about energy efficiency to be answered. These activities are a fun way for school
pupils to learn about using the electronic appliances part of their everyday lives in a more energyefficient manner – whether it’s their charger, computer, or their desk lamp.

Buzz wire game to explore grid expansion
The public dialogue in the grid is an open and transparent means of providing the public with
information on the expansion of the electricity grid and on how they can get involved. At the
Ministry’s stand, young people can test their agility on the buzz wire and learn key information about
the expansion of the power grid. The Public Dialogue on the Grid is also putting on its own youth
conference at the IdeenExpo. This will involve a series of different workshops at which school pupils
can learn more about grid expansion and grid stability within the energy transition and can come
alongside experts to look at how to get more electric cars onto the roads. There is also a computer
game designed especially for girls, in which they can find out in a fun way about technical vocational
occupations in the field of renewable energy.

Knowledge is fun
The IdeenExpo has been taking place every two years since 2007 and has since become Germany’s
biggest youth event for science and technology, attracting 350,000 visitors each time. The aim of the
trade fair is to provide well-grounded knowledge in a way that is fun. The broad range of areas dealt
with at the trade fair also provide young people with an overview when it comes to career choices.

Quote of the week
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"Whichever location is best at using energy resources efficiently and sustainably will also be the most
competitive over the years to come. We are therefore well-advised to manufacture using highly
resource-efficient, energy-efficient, and sustainable production methods as, provided that we create
establish the right framework, this can give a location a competitive edge."
State Secretary Matthias Machnig

PV battery-storage programme: high level of
demand continues in 2017
The KfW PV battery-storage programme is in high demand. In the first quarter of
this year, the promotional bank issued more than 1,900 approvals for repayment
grants for loan applications. The programme, which was launched in March last
year, provides support for battery-storage systems installed in conjunction with a
PV installation.

Managing bottlenecks: new rules at the GermanAustrian border
From October 2018, electricity trading between Germany and Austria will take
account of actual grid capacity. As of this then, Austrian traders will no longer be
able to purchase more electricity from Germany than can actually be transported.
This will prevent bottlenecks in the grid and will eliminate the hundreds of
million of euros in associated costs.

You can subscribe to the Energy Transition
Order the international edition of the "Energiewende direkt" Newsletter here.
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