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EU needs EU needs 
flexibility, flexibility, 
storage storage 
policypolicy
Technologies to integrate 
intermittent power renewable 
generation are missing pieces 
in Europe’s decarbonisation 
plans, according to Fluence 
Europe would need 200 GW of energy 
storage by 2030 and at least 600 GW 
by 2050 to integrate the renewable 
buildout outlined in EU climate targets, 
the European Association for Storage of 
Energy has said.  
   This would involve at least 14 GW/
year of storage capacity, which would 
be mainly batteries in the short term – a 
figure which had almost doubled thanks 
to the bloc's RePowerEU plans, Lars 
Stephan, policy and market development 

manager at US-headquartered energy 
storage provider Fluence, told Montel.  
   A group of storage industry experts 
sent an open letter to EU policymakers 
calling for targets and policy framework 
to deploy storage and flexibility 
technologies.  
   It was “absolutely right” to focus on 
accelerating renewables capacity to 
reach decarbonisation targets, said 
Stephan, but market interconnectivity 
to balance intermittent generation and 

storage were “missing” to achieve these 
aims. 
   “We need to talk about the grid and 
about what would actually happen if we 
had all those renewables in the grid, 
how to shift them through time and put 
flexibility in place,” he said.  
   Without suitable storage, flexibility and 
interconnection between markets, there 
would be the risk of curtailing renewable 
generation, he added.  
                Continues on p. 2

Sweden to ditch 
offshore wind 
subsidies 
The incoming government will 
scrap plans that aimed for 
subsidised grid connections 
for new offshore wind farms

The outgoing administration had planned 
to build an offshore grid that effecitvely 
subsidies connections for future projects. 
   “Plans to let the grid customers 
subsidise the grid connection for 
offshore wind farms will be stopped,” 
said the incoming coalition, adding it 
would govern under a technology-neutral 
principle, where all production farms pay 
for their grid connection. 
   TSO Svenska Kraftnat said in June it had 
prepared six connection points for offshore 

wind that could bring 40 TWh/year by 2035. 
   Lobby group Swedenergy feared the 
move would hamper development of 
offshore wind when new capacity was 
urgently needed. 
   It would bring “instability and 
unpredictability for players in the sector,” 
said managing director Asa Pettersson. 
   Svenska Kraftnat declined to comment. 
   Wind power accounted for 17% of 
Sweden’s power generation at the end of 
last year, almost all onshore. WZ
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"Hydex" is a cost-based spot price index for
hydrogen developed by E-Bridge Consulting
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European TSOs should pave the way for 
hourly tracking of renewable power in 
hydrogen production should the EU fail to 
agree on the matter by year end, said an 
official with Entso-E. 
   Tracking renewables for hydrogen use on 
an hourly basis, within countries or bidding 
zones, would give investors better price 
signals to document their green energy 
credentials, said Gilles Etienne, chair of 
European TSO group’s market design and 
renewables working group. 
   Currently, hydrogen producers only need to 
verify their renewable power was produced 
the same year to label its product green. 
   EU discussions are under way to determine 
how strict the link needs to be between 
power production and consumption for 
hydrogen production, ahead of a revision 
of its renewables directive next year.  
   In the absence of an agreement, TSO 
supporters of 24/7 renewable tracking 
could themselves carve out an efficient 
design with “a crisp definition of time and 
location”, said Etienne.  
   While the European Commission proposed 
hourly tracking in May, the EU Parliament 

voted on only quarterly tracking last month 
– a decision supported by the hydrogen 
industry but deplored by Europe’s 
renewable sector. 
   Gilles said there were still different views 
among European TSOs on how fast to 
move ahead with hourly tracking. Further 
investigation would determine if it should 
be at a bidding zone or country level.  
   “That reflection is starting, but we are not 
at the level of maturity where Entso-E can 
take a very strong and no-regret position 
on whether this is the only right way to go,” 
he said. Entso-E represents electricity TSOs 
from 35 countries across Europe. 
   Supporters of hourly tracking include the 
TSOs in Belgium, Germany, Denmark and 
Estonia. The so-called Energy Track and 
Trace scheme was developed in compliance 
with guidelines of EnergyTag, a voluntary 
initiative that aims to boost transparency, 
deliver clear pricing signals and address 
concerns about greenwashing.
  The renewable sector has been pushing 
for 24/7 tracking as it could enable more 
investment in renewable energy and a faster 
uptake of power purchase agreements.  HM
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   “We need to stop thinking about 
2040 or 2050 but start thinking 
about 2030 or even 2025 – in a 
number of countries by 2025 we 
would have more solar installed 
than peakload so how will we deal 
with that?”   
   Building batteries would be a 
“no regret option” but developers 
faced issues with grid connections 
and levies, he said.  
   Grid congestion was a “big 
issue”, particularly for larger 
projects with 50-100 GW capacity.  
   Batteries were not at risk of 
becoming a stranded asset, he 
said, as they typically had a one-
year deployment time, lifetime of 
10-20 years and were available at 
scale. 
   A lot of storage was being built 
on a fully merchant basis in the 
UK and this should be replicated 
in the EU to help reduce peak 
demand, according to Stephan.  
   Europe was lagging other regions 
such as the US where “strong 
political leadership early has 
resulted in deployment”, he said.  
   “We haven’t seen those trends 
here in Europe – nevertheless we 
have a great trajectory” with the 
EU’s ambitious decarbonisation 
plans “all pointing in the same 
direction”, he added. RB

Entso-E favours hourly 
tracking of green hydrogen



 

  

Hydro stays at record high on demand
Nordic hydropower guarantee of origin (GO) prices remained above EUR 5 during the week, with

GOs
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The benchmark Nordic hydropower Cal 
22 contract was between EUR 5.20-
5.25/MWh, according to broker and 
trader indications on Thursday.  
   The Nordic hydropower Cal 23 was 
discussed at close to parity with the 
Cal 22 contract and traded between 
EUR 5.15-5.20/MWh.  
   EU wind and solar GOs traded at a 
discount of around 10 cents to the Nordic 
hydropower amid thin liquidity for these 
technologies. This compared with EUR 
4.79/MWh for wind GOs last week. 
   “There’s a lack of supply,” said a 
Norwegian trader, adding that offers 
for Nordic hydropower were extremely 
scarce. “On the offer side, for Cal 22 
we’ve had next to nothing for the last 
two, three months.” 

   Reduced hydropower production in 
the Nordics was a factor, said another 
trader, adding that there was firm 
demand for GOs despite the high 
prices, with interest rising from large 
suppliers and European industrials.  
   Nordic hydropower GOs rose above 
a record EUR 5 last week, as drought 
conditions that blighted much of 
Europe over the summer continued to 
squeeze supply.  
   The hydropower dearth in the 
Nordics was such that an expected 10 
TWh of GOs, available through several 
auctions this week, may not alleviate 
the upward pressure on prices, market 
participants said. 
   Looking ahead, Nordic hydropower 
producers could increase supply by 

year end, with more volumes also 
becoming available after being held 
back by producers next year, the first 
trader said.  
   An additional 45 TWh that would 
have gone to the UK before Brexit 
would also swell EU supplies, he said.  
   “In a sense, these high prices are 
good because it shows the value of 
renewable energy. But [the sharp 
rise in prices] is too fast and not 
sustainable,” the second trader said.  
   Meanwhile, on the supply front, the 
hydrological balance – a measure of 
reserves stored in reservoirs, snow 
and soil – was expected to fall from 3.8 
TWh below normal to a deficit of 4.2 
TWh over the next fortnight, according 
to Montel’s Energy Quantified (EQ). KP

GOs

Volue takes over Hansel’s energy portfolio
Norwegian energy service provider Volue has won a ten-
der worth up to EUR 15m to manage Finnish state-owned 
public procurement agency Hansel’s energy portfolio, the 
latter said. 
   The agreement encompassed Hansel’s power derivatives 
portfolio, guarantees of origin (GO) procurement for 2022-
2024, as well as other energy market consulting services. 
   It also included two one-year options that Hansel could 
exercise if it wanted to extend the contract further, the 
company said. 

   The estimated value of the deal was EUR 4-15m during the 
contract period, including GO prices and option years, with 
GO market price volatility causing uncertainty in the value 
estimate, it said. 
   The size of the procurement volumes for system and Epad 
products for the contract period was estimated to be 4,000-
10,000 GWh, with GO volumes set to be 2,000-5,000 GWh, 
it added. 
  Hansel acts as a central purchasing body for central and 
local governments in Finland. CEW

sustained demand amid scant supply keeping contracts at record highs
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PPAs

European PPA prices had risen 51% year 
on year to EUR 73.54/MWh as soaring 
wholesale energy prices spurred demand, 
platform provider LevelTen Energy said.   
   LevelTen’s index price – which analysed 
data on 282 price offers from 157 
renewable energy projects in 16 countries 
across Europe – increased by EUR 24.85/
MWh on the year in Q3.    
   Prices for deals ranged from EUR 45.18/
MWh for Spanish solar to EUR 122.50/
MWh for German wind, according to 
energy advisor Altenex Energy.  
   PPAs can help to protect companies from 
market volatility as well as hedge against 
high wholesale prices. There has been a 
spike in demand as companies seek to 
insulate themselves from current high 
energy prices.  
  Despite higher PPA prices this year, 
there was still “strong demand” for 
deals with three times as many offtaker 
requests compared with last year, said 
Flemming Sorensen, European vice 
president at LevelTen.
   A recent decision by the EU to relax 
criteria for green hydrogen production 
would increase competition among 
offtakers and see PPA prices rise even 
more, experts warned at an industry 
conference hosted by Altenex Energy.  
   Green hydrogen could create 
competition with corporates looking to 
sign PPA deals, especially if it was not 
well regulated, one analyst said.   
   The latest revision of rules around 
green hydrogen production were 
“disappointing” and “very weak in 
relation to additionality”, he added.  
   “Obviously it’s important to get 
projects started but we need to avoid 
direct competition between renewable 
electricity which could be directly used 
[as] this is always more efficient,” he said.  
   Around 200 GW of renewable capacity is 
needed to produce 10m tonnes of green 
hydrogen, the annual target under the 
RePowerEU plans.  
   However, increased competition was 
“not a problem of itself”, a developer 
said at the event.   
   “The solution isn’t to try and put the 
brakes on that but to enable more 
renewable energy projects to be built,” 
he added.   
   There was a lot of potential for increased 
green capacity as “all developers have 
huge pipelines” although the success

rate of potential projects was small, he said.  
   PPA supply would struggle to meet 
demand because of permitting and 
interconnection issues.
   “There is not enough [on] offer for the 
increased demand we are seeing – that 
affects utilities, industrial buyers and IPPs,” 
Placido Ostos Nieto, a senior energy analyst 
at LevelTen, told Montel.   
   “The whole industry is struggling to find 
the best possible projects.”   

   High wholesale prices also meant 
developers were increasingly opting to 
finance projects on a fully merchant basis.  
  This could reduce PPA supply for corporates 
as demand “continues to skyrocket”, which 
would put upward pressure on prices, the 
LevelTen report added.
  Renewables specialist Pexapark reported 
earlier this month that European PPA prices 
had doubled year on year to EUR 107.8/
MWh across technologies. RB-TC

Source: QWatt 
The prices represent the average of all technologies, durations and structures for a given area over the corresponding week

Green H2 criteria to boost PPA prices
The latest amendment to EU regulation around green hydrogen eligibility would raise competition 
among power purchase agreement (PPA) offtakers and further increase prices, experts agreed
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PPA Weekly Report

https://app.montelnews.com/News/Story.aspx?id=1300493&highlightCsv=


 

EUAs steady ahead of policy signals 
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European carbon prices were likely to hold within a EUR 65-
70/t range next week as the market awaited further EU policy 
decisions on energy markets and a decision on additional 
allowance supplies. 
   The Dec 22 EUA contract was seen trading at EUR 67.81/t, 
compared with last Friday’s settlement of EUR 68.02/t. 
   For next week, “we see limited opportunity for this to change 
and therefore, expect the EUA price to remain in a EUR 65-70 
trading range”, said Icis carbon analyst Lewis Unstead. 
   He said policy discussions about EU renewable energy and 
emissions legislation – notably the REPowerEU and Fit for 55 
packages – remained a focal point for the market, but with 
no new developments this week, “the uncertainty on each 
package has started to embed itself as the market’s status 
quo”. 
   “We could begin to see more EUA price movement as 
negotiations start to gear-up in November,” he noted. 
   Carbon prices have been hemmed in a tight EUR 65-70/t 
range since early October amid low trading volumes, mainly 
due to the lack of further clarity over REPowerEU funding 
plan and additional EUA sales as negotiations have mainly 
focused on capping gas prices across the EU. 
   “Market participants are simply sitting on the sidelines 
awaiting any concrete decisions regarding these [EUA] sales,” 
said Refinitiv carbon analyst Marta Wroniszewska. And “the 
lack of directional signals leads to muted trading activity 
which is reflected in decreasing volumes.” 

   Earlier this month, the European Parliament’s environment 
committee suggested bringing forward – or frontloading – 
auctions scheduled for later this decade to raise some EUR 
20bn, which would help fund the energy transition and move 
away from Russian fuels.  
   With power supply mostly secured for the 2022-2023 winter 
and gas prices nearly halved from their August records, 
“companies are not panicking anymore,” said Bernadett 
Papp, carbon analyst at Pact Capital. 
   “Previously, when prices hit new records, some companies 
used their carbon portfolio to secure quick financing,” she 
noted and added that industrials are not rushing to purchase 
allowances as many sectors have reduced their activities 
because of high energy prices. 
   “Their demand for allowances is expected to decline in a 
yearly comparison,” she said.  
   Meanwhile, Commitment of Traders data published on 
Wednesday – which provides a breakdown of participants’ 
positions as of last Friday – showed funds had slightly 
increased their EUA net short position by 0.1m to 7.3m. 
   The data, according to Papp, suggests that fund managers 
expect the price to decline in the future. “In the case of a quick 
market reversal, however, covering these short positions can 
contribute to a quick rise in prices,” she noted. 
   The Icis analyst said the short sellers had yet to be squeezed 
out of the market. “A key uncertainty is whether a move above 
EUR 70 could trigger a round of short-covering.” ET

Carbon

Carbon

EEX EUA Auction Results & Calendar

This week's results Next week's schedule

EUR/t Volume

Monday 66.25 2,510,500

Tuesday 67.11 2,510,500

Wednesday 68.62 3,101,500

Thursday 67.01 2,510,500

Friday 67.90 1,861,500

Italy to sell 16 TWh of power at EUR 210/MWh 
Italy will offer 16 TWh of power on the country's energy exchange 
GME to power-intensive industrials at a capped price of EUR 
210/MWh under a two-way contract for difference deal in 2023. 
   The power on offer comes from renewable plants across Ita-
ly that benefit from feed-in-tariff schemes set by the Italian 
state-owned energy services company GSE. The company will 
offer the volumes through long-term contracts with a duration 
of at least three years. 
   There will be a minimum volume of electricity of 1 GWh/
year and a maximum not exceeding 3% of the power on offer 

and not exceeding 30% of the average consumption of the 
last three years. 
   Last month, the Italian ecological transition ministry said 
the GSE would auction 18 TWh of power to energy-intensive 
industrials at EUR 210/MWh. 
   Italian spot prices hit a record monthly average of EUR 
543.15/MWh in August, reaching an hourly peak of EUR 870/
MWh amid skyrocketing gas prices.  
   Last month’s average price averaged EUR 429.92/MWh, whi-
le it has averaged EUR 250.54/MWh so far in October. ET
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Skyborn Renewables has said it 
plans to build a Finnish offshore wind 
farm with a capacity of up to 3.6 GW 
by 2030 and adjacent electrolyser 
capacity for hydrogen production. 
   The Germany-headquartered 
company is preparing three alternative 
models for the Reimari wind farm, 
which will be located 30km from the 
city of Jakobstad. 
   One model involves a conventional 
offshore wind farm that only generates 
power to the grid, a second involves 
producing hydrogen only, while a third 
model is a combination of the two.
   In the case of combined production, 
the electrolyser capacity would be 
halved to 1.8 GW, senior project 
manager Otso Lintinen told Montel. 

   The potential to only produce power 
for green hydrogen, which is made 
from renewables, would become 
more attractive if Finnish and Swedish 
TSOs proceeded with plans to build 
a 65 TWh/year hydrogen pipeline 
in northern parts of Sweden and 
Finland, Skyborn Renewables said in 
an environmental impact assessment 
published last week. 
   It planned to install an integrated 
hydrogen production unit at each wind 
turbine, with up to three centralised 
hydrogen production units in the area 
as well. 
   Annual power output from the farm 
would be around 18.9 TWh, with a 
potential hydrogen production of 70 
tonnes/hour, the company said. 

   Skyborn said it hoped to finish the 
environmental impact assessment 
process by the end of 2023 and 
aimed to secure a construction licence 
by the end of 2025, with building 
work starting in 2028 and the farm 
operational by 2030. 
   However, it could face competition 
from Swedish renewables developer 
OX2, which has announced it has 
already started an environmental 
impact assessment for an offshore 
wind farm in the same area. 
   The Finnish government and its semi-
autonomous Aaland island group 
have in general given the green light 
for preliminary research to be carried 
out by several firms in overlapping 
project areas. CEW

  News

Skyborn plans Finnish offshore wind, H2 

Eolus plans two Finnish offshore wind farms
Swedish renewables developer Eolus Vind plans to build 
two wind farms off the southwestern coast of Finland, with 
a combined capacity of 3.5 GW, said local investment lobby 
Business Pori. 
   Environmental impact assessments were set to start before year 
end and take two years with production to begin in the 2030s.
   The 2 GW Wellamo farm is planned to be close to the 
city of Pori, while the 1.5 GW Tuulia project would be near 
Merikarvia, 30km north. 

   “The number of turbines planned for the parks is about 100 
each,” said Anu Vaahtera, offshore project manager at Eolus. 
   The parks still needed several other permits before 
the government could make a final decision regarding 
construction, said Business Pori. 
   Finland has limited smaller-scale offshore wind power in 
operation, but several domestic and international developers 
are planning gigawatt-scale farms off the coast and around its 
semi-autonomous island group of Aaland.  CEW

Dutch offshore farm (760 MW) to launch in 2023 
Work to construct the 759 MW Hollandse Kust Noord offshore 
wind farm begun this week and the developers expect it to be 
fully operational by the end of next year.  
   The project would facilitate innovations such as offshore 
hydrogen production and floating solar panels, said Tjalling 
de Bruin, CEO of the Eneco-Shell consortium Crosswind.  
   “We are trying to ensure that future offshore wind farms will 
form a constant power supply regardless of how hard the wind 

blows, and helping to keep the electricity grid stable,” he said.   
   Eneco and Shell won the 759 MW Hollandse Kust Noord 
tender in July 2020, which was the first subsidy-free tender 
in the Netherlands. It will produce at least 3.3 TWh annually, 
equal to nearly 3% of Dutch power demand.  
   The Netherlands currently has an installed offshore wind 
capacity of 2.5 GW and recently upped its 2030 offshore wind 
goal to more than 20 GW.  HM

EDF plans to build wind farm in Ireland
EDF Renewables has announced plans to build a 50 MW 
onshore wind farm in Ireland’s eastern coastal county of Louth.  
   The company, a unit of French energy firm EDF, said the project 
would comprise of eight turbines and could be operational by 
2027 pending planning and environmental consent.  
   “Ireland has tremendous wind resources, but in order to 
realise that potential we need to construct and connect wind 

farms to our electricity grid as a matter of urgency if we are to 
meet rising demand,” Kevin Daly, head of development at EDF 
Renewables Ireland, said in a statement.  
   The firm has an Irish onshore wind pipeline of almost 1 GW.
   Ireland is targeting an 80% share of renewables in its 
electricity stack by 2030 as part of plans to achieve net zero 
carbon emissions by 2050.  KP
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BayWa Re has announced plans to build 
a 600 MW floating wind farm off the coast 
of northern Portugal without the use of 
subsidies, a first globally. 
   The Germany-based renewable energy 
firm said it was looking to secure a power 
purchase agreement (PPA) linked to the 
wind farm, situated off Viana do Castelo. 
   “Depending on the authorisation 
that we need to move forward with the 
development of the floating wind project, 
current plans are that the plant would 

start operating in 2028,” Ricardo Rocha, 
BayWa Re’s technical director for offshore 
wind, told Montel. 
   The developer has applied for 
authorisation to build the project in a 
zone dedicated to renewable energy and 
has been consulting with the government 
and local stakeholders. 
   The project would be compatible with 
the offshore wind tenders the Portuguese 
government recently announced, and it 
could “serve as a model for future tender 

projects”, BayWa Re added. 
   The energy ministry plans to auction 
3-4 GW of offshore wind capacity this 
year with the intent they become 
operational by 2026. 
   Portugal wants 80% of its power 
generation to come from renewable 
sources by 2026.
   Renewable energy accounted for 
almost 60% of the power mix in the 
nine first months this year, according 
to lobby Apren. ST

  News

BayWa plans Portuguese floating wind farm 

Poland’s Belchatow has green potential
Poland’s biggest coal-fired power 
plant and surrounding area could host 
around 11 GW of renewable energy, ac-
cording to a new study, so long as there 
is the political will. 
   The 5.1 GW Belchatow plant, the big-
gest thermal power station in Europe, 
faces closure by 2036 due to a deple-
tion of coal deposits, noted the study 
by Forum Energii, a think tank in Po-
land, and BloombergNEF. 
   However, the site and surrounding 
area in central Poland should be able 
to host 5.7 GW of onshore wind and 5 
GW of solar complemented with 1 GW 
energy storage, said the report. 
   The renewables capacity could be built 
within a 30km radius from Belchatow 
and use existing grid infrastructure to 
avoid costly investments in power lines 

in other parts of the country. 
   However, the think tanks said the 
country would need a policy shift and 
change existing legislation to spur the 
development of onshore wind. 
   For instance, the country's far-right 
ruling Law and Justice party in 2016 
passed a law forbidding onshore wind 
turbines from being erected closer than 
around 1.5km from homes – virtual-
ly excluding most areas, according to 
some observers. 
   The government is currently in the 
process of amending the legislation 
but still faces some opposition within 
the ruling party. Warsaw has said it in-
tends to more than double the current 
capacity of renewable energy by the 
end of decade to 50 GW. 
   Meanwhile, the study said the Bel-

chatow plant could become unprofi-
table by 2030 as renewable energy 
continued to expand and the costs of 
developing solar and wind farms con-
tinued to fall. 
   PGE, the state-run utility that owns the 
Belchatow power plant, has not formal-
ly announced a closure date, amid ong-
oing negotiations with the government 
over its plan to take over the nation’s 
fleet of coal and lignite power plants. 
   There is also talk that the plant could 
be converted to host a nuclear power 
plant, which would be Poland’s first. 
   In their view, Forum Energii and Bloom-
bergNEF said a green shift for Belchatow 
could include a small-scale nuclear unit 
of 0.6 GW as an alternative scenario 
along with 4 GW of new onshore wind 
and 5 GW of solar capacity. MC

Green power cut 70bcm EU gas since war
Renewable energy production avoided 
70bcm of natural gas EU imports – worth 
around EUR 99bn – since Russia’s inva-
sion of Ukraine, a study showed. 
   Wind (192 TWh) and solar (153 TWh) 
generated a record output of 345 TWh or 
24% of EU power in March-September, 
according to think tanks E3G and Ember. 
This was an additional 39 TWh or 13% in-
crease from the same period last year. 
   “Without this wind and solar genera-
tion, the EU would have required 690 TWh 
(approximately 70bcm) of additional na-
tural gas to produce that electricity from 
gas instead,” said the report. 

   Russian gas supplies to Europe have 
plunged to less than 10% from last year, 
since the Ukraine war in February and sub-
sequent Western-led sanctions against 
Moscow. It previously accounted for 40% 
of EU gas imports. 
   Nineteen EU countries achieved records 
in wind and solar production between 
March and September, the report said. 
   Poland had the highest growth year on 
year, at nearly 49% (5 TWh). 
   Spain saw the greatest absolute increase 
of 7.4 TWh, while German wind and solar 
generation rose by 5.4 TWh. 
   According to the study, Europe’s energy 

crises would have been worse and regio-
nal inflation higher without renewables 
offsetting high-priced gas imports. 
  The European Commission’s REPowerEU 
plan, which includes raising the green en-
ergy target to 45% in the overall energy 
mix, could significantly and quickly redu-
ce exposure to costly gas imports and st-
rengthen the region’s energy security. 
   “EU governments need to demonstrate 
that they intend to reduce exposure to 
high-priced gas imports,” the report said.  
   The avoided gas costs attained, thanks 
to renewable generation, “shows that the-
se technologies are ready to take over.” ET
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Norway’s state-owned utility Statkraft 
urged MPs to discard the governme-
nt’s plan for a new tax on windfall pro-
fits at a parliamentary hearing, saying 
it would remove incentives to invest in 
capacity upgrades. 
   “We need more electricity production 
in Norway and more production capa-
city. We can import power from other 
countries when it is windy and sunny 
there but it is more difficult to secure 
sufficient capacity [to match demand 
every hour],” Julie Wedege, Statkraft’s 
director for policy and ownership, told 
MPs at the event. 
   Such capacity is normally delivered 
from hydropower plants with reservoir 
capacity, where generators can save 
water in dams and produce in hours 
with peak demand and high prices. 
   The company was considering shel-
ving plans for capacity upgrades at 

hydropower plants because of the tax, 
which would kick in at a rate of 22% 
for every hour that prices exceed NOK 
700/MWh (EUR 67/MWh). 
   Other power producers have already 
stopped plans for capacity upgrades 
because of the tax that the govern-
ment proposed in its state budget for 
2023, partly to help finance a scheme 
that compensates consumers for high 
power prices. 
   The centre-left minority government 
needs backing from at least one oppo-
sition party in parliament before it can 
introduce the tax. 
   Wedege said the tax would reduce 
profitability in capacity upgrades at 
a time when such investments were 
needed – with energy agency NVE ha-
ving estimated that Norway may have 
to import up to 5 GW of electricity in 
peak demand hours by 2030. 

   It would also reduce producers’ in-
centive to save water in reservoirs, 
since earnings above NOK 700/kWh 
would mainly be taxed, she added. 
   The tax would make it rational for 
hydropower producers to generate as 
much as possible when prices were 
slightly below NOK 700/MWh instead 
of saving for peak demand hours, said 
Erik Espeset, managing director at re-
gional utility Tafjord. 
   That would again reduce exports and 
increase the risk of energy shortages, 
he added. 
   Statkraft and other power producers 
also criticised government plans to 
introduce a round-rent tax on onsho-
re wind power during the hearing, as 
they fear it would undermine profita-
bility in existing plans and deter new 
builds. This tax was also criticised by 
investors last week. KD

Spain extends windfall tax to 2023
The Spanish government has approved an 
extension of its windfall tax on utilities for 
an extra year until the end of 2023. 
   In September 2021, Spain agreed to 
limit utilities’ earnings from nuclear 
and hydropower production, since they 
earned the same as gas-fired plants but 
did not pay the same gas procurement 
costs. The tax was due to run until the 

end of 2022. 
   However, projects with fixed price energy 
contracts below EUR 67/MWh were 
excluded. 
   The measure helps contain market 
prices as it discourages contract renewals 
or new hedges at prices above that level, 
said the ecological transition ministry. 
   It was one of several measures imposed 

in the country to curb spiralling energy 
prices that have been exacerbated by 
Russia’s war in Ukraine. 
   The government has approved various 
energy-saving initiatives, as well as 
financial support for industrials and 
renewable deployment. Madrid aims for 
a cut in gas demand of up to 13.5% by 
March 2023. BB
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