
"A l l  e n e rgy  p roduced
and  u s ed  i n  Ge r many
( i n c l ud i ng  i n  i t s
e x c l u s i v e  e conom i c
zone )  s ha l l  b e  f r e e
o f  g re enhou s e  ga s
em i s s i on s  b y  2050 . "

T H E  G O V E R N M E N T ’ S
D R A F T  F O R  A  R E V I S E D
R E N E WA B L E  E N E R G Y  A C T
2 0 2 1 -  A N  O V E R V I E W
20 OCTOBER 2020 ARTICLE

On 23 September 2020, the German Government  i ssued the draf t  o f  a rev ised Renewable Energy

Act  (EEG 2021, the “Government  Draf t ” ) .  The subs tant ia l  rev is ions to  the EEG 2017 proposed in

th is  draf t  are scheduled to en ter  in to force on 1 Januar y 2021, fo l lowing adopt ion by both

Par l iament  and the Federa l  Counci l .  The Government  Draf t  prov ides ins ight  on the l ike ly  content  o f

the EEG 2021. – In  th is  br ie f ing,  we wi l l  present  cer ta in key changes that  would be made to the

EEG 2017 current ly  in  force i f  the Government  Draf t  i s  adopted.  P lease note th is  over v iew does not

prov ide a comple te  analys i s  o f  the Government  Draf t ,  concentra t ing on the changes that  would

have a di rec t  e f fec t  on remunerat ion.

1.  CHANGES TO STATUTORY TARGETS

a) Greenhouse gas neutrality by 2050

For the first �me, the EEG 2021 includes a statutory aim of achieving “greenhouse

gas neutrality”. All energy produced and used in Germany (including in its exclusive

economic zone) shall be free of greenhouse gas emissions by 2050.

b) Share of renewable energy in Germany’s gross energy consump�on

The Government Dra� further provides that the share of renewable energy in

Germany’s gross energy consump�on shall reach 65% by 2030. In light of the

aforemen�oned 2050 greenhouse gas neutrality target, the Government Dra� no

longer contains renewable energy targets for 2050.

2.  CHANGES TO AUCT ION PROCEEDINGS

To achieve the statutory targets, the Government Dra� provides for revised capacity volumes to be auc�oned. As a ma�er of

principle, volumes are increased from the volumes currently set out in the EEG 2017.

The Government Dra� sets out new rules for PV installa�ons: for PV installed on buildings, the threshold above which

par�cipa�ng in the auc�on system is mandatory will be lowered from 750 to 500 kW. For open space PV plants, however, the

threshold remains at 750 kW.
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In addi�on, the Government Dra� changes maximum bid sizes: the maximum bid size will be set at 20 MW. This doubles the

current size for open space PV plants. However, this 20 MW limit will apply to all PV installa�ons.

3.  MORE LOCAT IONS FOR RENEWABLE  ENERGY PLANTS

In order to facilitate the increased renewable energy targets, the Government Dra� provides rules that may make addi�onal

loca�ons viable for renewable energy plants.

a) Open space PV

For open space PV plants, the area bordering German motorways and railway tracks in which PV plants may be constructed and

par�cipate in auc�ons will be increased from 110 to 200 meters.

b) Onshore wind

The Government Dra� introduces a correc�on factor that should make the

construc�on of onshore wind plants economically viable at loca�ons with a lower

wind yield. The lower energy produc�on at such sites will (at least par�ally) be

compensated by a new correc�on factor of 1.35 for loca�ons with a 60% wind yield.

It is likely that this will only par�ally compensate for the lower energy produc�on,

but it aims at making loca�ons with low development costs compe��ve at auc�on

despite their lower wind yield.

4.  FACI L I TAT ION OF RENEWABLES  EXPANSION
SPEC IF ICALLY  IN SOUTHERN GERMANY

To limit the effects of exis�ng grid bo�lenecks in central Germany (the catchword

here is “redispatch”), the Government Dra� provides specific quota (“Southern

Quota”) for onshore wind and biomass expansion in southern German regions, namely Bavaria, Baden-Wuer�emberg, Saarland,

and parts of Hesse and Rhineland-Pala�nate. In the years 2021-2023, at least 15% of the onshore wind auc�on volume shall be

awarded to these regions, the said percentage to increase to 20% from 2024 onwards. For biomass, the Southern Quota will

even be 50%. In addi�on, special auc�on rules will apply for biomethane plants in these southern regions, which will include,

inter alia, a special maximum bid value of 19.0 ct/kWh, which will decrease annually by 1% compared to the previous year’s

amount.

5.  EAS ING OF CONSTRUCT ION DEADL INES

Due to frequent third-party objec�ons and court claims against permits under the Imissions Control Act for onshore wind and

biomass plants, the Government Dra� intends to ease the current construc�on deadlines.
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a) Onshore wind

The rules regarding construc�on deadlines for onshore wind projects, which are currently rela�vely strict, will be eased. The EEG

2017 currently provides that the 30 month deadline for commissioning a project a�er an auc�on award can only be extended

once (without se�ng a �me limit for such extension). The Government Dra� now provides that the deadline can be extended

several �mes. However, the maximum extension can only be 18 months in total. No�ng that the current dura�on of objec�on

and court claim procedures against onshore wind permits is approximately two to three years, one may ques�on whether this

maximum extension period will have the desired effect.

T H E  G O V E R N M E N T  D R A F T  P R O V I D E S

T H AT  W I N D  FA R M  O P E R ATO R S  M AY

G R A N T  T H E  A F F E C T E D  M U N I C I PA L I T Y

A  S H A R E  O F  T H E  P R O F I T S .

b) Biomass

The construc�on deadline for biomass plants will be extended from 24 to 36 months, with the possible extension period to be

capped at 48 months (whereas currently extension by a period equal to the en�re dura�on of the permit is permi�ed).

c) Geothermal energy

Geothermal plants are (and will remain) en�tled to EEG remunera�on without a requirement to par�cipate in auc�ons.

Accordingly, they are not subject to any strict construc�on deadline. However, the EEG sets out a payment degression in order to

incen�vise quick construc�on of projects, which is to be eased. As under the EEG 2017, an annual degression of the

remunera�on value is envisaged. However, the reduc�on will commence one year later under the EEG 2021, namely for plants

commissioned from 1 January 2022 onwards. In addi�on, the annual reduc�on will be reduced from 5% to 2%.

6.  REV ISED MAXIMUM B ID  VALUES IN MANDATORY
AUCT IONS

The Government Dra� provides for revised maximum bid values in the mandatory

auc�ons.
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a) Onshore wind

The future maximum bid value for onshore wind auc�ons shall be set at 6.0 ct/kWh, which is a reduc�on by 0.2 ct/kWh

compared to the value applicable in 2020 under the EEG 2017. In addi�on, the Government Dra� provides for an annual

degression of 2% compared to the value applicable in the previous year, to apply from 1 January each year. This replaces the

current rule which provides for a maximum bid value determined on the basis of the highest bids that obtained awards in

previous auc�on rounds.

b) Open space PV (“first segment” PV)

For open space PV plants, the Government Dra� provides for an ini�al maximum bid value of 5.9 ct/kWh. As of 1 January 2022,

the maximum bid value shall be the average of the highest bid that obtained an award in each of the most recent three auc�on

rounds, increased by 8%, with the 5.9 ct/kWh maximum limit s�ll applying.

c) PV on buildings (“second segment” PV)

For PV installa�ons on buildings, the Government Dra� provides for an ini�al maximum bid value of 9.0 ct/kWh. As of 1 January

2022, the maximum bid value shall again be the average of the highest bid that obtained an award in each of the most recent

three auc�on rounds, increased by 8%, with the 9.0 ct/kWh maximum limit s�ll applying.

7.  REVENUE SHAR ING WITH MUNIC IPAL I T IES

The Government Dra� provides that wind farm operators may grant the affected municipality a share of the profits. The Dra�

permits gran�ng a maximum amount of 0.2 ct/kWh to the municipality, based on the amount of electricity that is actually

produced. The relevant amount may be invoiced to the grid operator at the end of the year. The grant is mainly intended to

reduce local resistance to projects, thereby reducing the number of objec�on proceedings and court claims against permits.

8.  REMUNERAT ION IN T IMES OF NEGAT IVE  MARKET
PR ICES

A proposed change that is being widely discussed relates to remunera�on in �mes of

nega�ve market prices. Under the EEG 2017, the applicable value is reduced to zero

if prices at the spot market are nega�ve for at least six consecu�ve hours. The

Government Dra� provides that the applicable value shall be reduced to zero if the

price at the spot market is nega�ve for one hour only. If this becomes law (no�ng it

is s�ll under discussion, and requires adop�on) the new one-hour rule would only

apply to plants that are first commissioned on or a�er 1 January 2021 or which have

obtained their auc�on award on or a�er that date. Exis�ng plants will remain subject

to the current six-hour rule.

9.  COMPENSAT ION AMOUNT IN CASE OF RED ISPATCH
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The Government Dra� transposes the Renewable Energy Direc�ve into German law regarding compensa�on amounts for grid

operators’ redispatch measures. The change will also apply to plants first commissioned before 1 January 2021 or which have

obtained their auc�on award before that date. Going forward, 100% of losses shall be compensated, without the 5% reduc�on

that is currently provided for in the EEG 2017. This corresponds to current prac�ce of most grid operators.

10.  HYDROGEN AND THE EEG SURCHARGE

There is a controversial debate ongoing surrounding whether or not electrolysers producing green hydrogen shall be fully

exempted exempt from payment of the EEG surcharge, as is envisaged by the na�onal hydrogen strategy. The Federal Ministry

for Economic Affairs would prefer to include such electrolysers in the special compensa�on scheme available to energy intensive

companies, which would include applying the thresholds for benefi�ng from these rules. If this becomes law, only some of the

relevant companies might benefit from the scheme.

11.  CONT INUED OPERAT ION OF PLANTS AFTER
EXP IRY  OF THE  IN IT IAL  EEG REMUNERAT ION PER IOD

If the final law retains the sugges�ons of the Government Dra�, the EEG will for the

first �me set out rules rela�ng to the con�nued opera�on of plants a�er expiry of

the ini�al EEG remunera�on period.

Renewable energy plants shall retain the right to priority feed-in into the grid a�er

expiry of the remunera�on period of 20 years (plus the remainder of the year of first

commissioning). A�er the expiry of the ini�al remunera�on period, plant operators

shall be en�tled to a remunera�on in the amount of the annual market value, less a

marke�ng fee of 0.2 ct/kWh. To obtain said remunera�on, the operators of a plant

must feed the en�re electricity produced into the grid and make it available to the

grid operator. However, the period during which such further remunera�on is available a�er expiry of the ini�al EEG

remunera�on period is limited. Operators may obtain such further remunera�on:

un�l 31 December 2021 for plants with an installed capacity of more than 100 kW; and

un�l 31 December 2027 for plants with an installed capacity of up to 100 kW.

Many provisions in the Government Dra� are currently the subject of fierce debate between various industry associa�ons,

Federal Government and the Federal Ministry for Economic Affairs. Many market par�cipants especially cri�cise the rules on

remunera�on in �mes of nega�ve prices and consider the rules on the con�nued opera�on of installa�ons insufficient. Further,

the proposed promo�on of hydrogen is also considered insufficient by many industry associa�ons.
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