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�� Heatwave drives gas-firing up
�� Gas storage set to resume in Aug
�� CCGT demand ‘the wild card’

An expected rebound in gas storage 
injections as the Nord Stream pipeline 
returns to service late July could be hit by 
above-average gas-to-power demand in 
Northwest Europe, traders said July 23.

The annual maintenance on Nord Stream, 
which carries gas from Russia to Germany, 
began July 17 and was due to run to the 
end of the month. The pipeline was flowing 
at its maximum capacity of 158 million cu 
m/d before the maintenance started.

Despite a rise in Russian gas flows via 
alternative routes, the Northwest European 
market is still short of a significant chunk 
of supply during strong demand for storage 
restocking. This caused injections to fall to 
127 million cu m/d over July 17-20 from 225 

Gas gen to squeeze summer storage

million cu m/d over July 1-16, S&P Global 
Platts Analytics data showed.

The return of Nord Stream at the start 
of August is widely expected to result in a 
ramp-up in storage injections.

(continued on page 2)

�� Offshore 30% cheaper in 2020
�� Onshore cheapest at €30/MWh
�� Solar cheap but just 12% load factor

Offshore wind costs are falling at a faster 
rate than previously assumed, pulling away 
from conventional sources of generation 
as load factors improve, the Danish Energy 
Agency said in its latest Levelized Cost of 
Electricity calculations.

The cost of offshore wind is now expected 
to fall to €46/MWh by 2020, the agency said, 
some 30% cheaper than forecast three years’ 
ago, and now considerably cheaper than 
both large coal- or gas-fired cogeneration 
costs, put at €71/MWh and €82/MWh.

The agency expressed surprise at the 
rate of decline in capital and operational 
costs for offshore wind, down 40% and 
20% respectively in the three years since 
the last calculation.

Offshore costs ‘on fast-track decline’

The projection, which excludes grid 
and system costs, assumes 
improvements in design that lift offshore 
wind capacity factors by ten percentage 
points to over 50%.

Capital cost of the technology is put at 
€1.9 million per MW, fixed operation and 

(continued on page 2)

OFFSHORE WIND ‘AT €46�MWh BY 2020’

Source: S&P Global Platts
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HOLIDAY NOTICE

The next issue of Power in Europe will be 
published on August 27, 2018.
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Offshore costs ‘on fast-track decline’
...from page 1

Gas gen to squeeze summer storage
...from page 1

“The prompt against front month should get much 
lower after the maintenance. I think most traders would like 
to go with full storages into the winter,” a trader in the 
German market said. “If prices are not totally crazy there 
will be a lot of injections in August and September, even 
October is possible.”

In the shorter term, however, the current heatwave could 
reduce the amount of gas available for injection. “For the first 
half of August there is hardly any maintenance so that would 
be good for injections, the only wild card is the gas-for-power 
demand across Europe,” another Germany-based trader said.

The incentive to generate from gas was rising in late July, 
the German day-ahead clean spark spread rising to €7.581/MWh 
July 26. The corresponding month-ahead spread has remained 
above zero since July 19, averaging €1.575/MWh, back in 
positive territory for the first time since the end of January.

Coupled with low wind generation across the region, 
improving margins saw NW European gas-for-power demand 
rise 11% in Week 29 to an average 255 million cu m/d.

�� Data from GRTgaz showed that gas-for-power demand in 
France averaged 8 million cu m/d between July 1-24 after having 
averaged 3 million cu m/d in June, and hit its highest daily 
volume of 15 million cu m so far during this summer July 24.

�� Data from S&P Global Platts Analytics showed Spanish 
gas-for-power demand came in at 20 million cu m July 
24, a three-and-a-half week high.

— Ornela Figurinaite

maintenance at €44,300/MW and variable operation and 
maintenance at €3.3/MW/year.

Although not included in the LCoE calculation, the 
agency assessed grid investment for offshore wind at €0.4 
million/MW.

For onshore wind, the expected 2020 levelized cost is 
put at €30/MWh, almost 25% lower than the previous 
estimate and the cheapest of all renewable technologies.

“As a densely populated country with a large initial 
fleet of onshore turbines area restrictions are limiting 
further expansion of onshore wind in Denmark,” the 
agency said.

Repowering of existing sites, however, is a key target 
in Denmark’s recent energy agreement, focused on 
reducing the number of onshore wind turbines but 
increasing power output.

Onshore wind capital costs including grid costs are put 
at €0.9 million per MW, fixed O&M at €23,900/MW and 
variable O&M at €2.5/MW/year. Capacity factors in 2020 are 
put at 36%.

The cost of large-scale solar photovoltaic power in 
Denmark is seen declining to €40/MWh discounted 
over 19 years. Investment is put at €0.6/MW and fixed 
O&M at €8,100/MW.

“With an almost 40% lower LCoE than previous 
estimates, solar PV is still gaining momentum driven 
primarily by more than a 40% reduction in estimated CAPEX 
and further improvement of OPEX,” the agency said. Due to 
limited resources in north Europe, solar PV’s capacity factor 
is put at 12%.

mailto:Ornela.Figurinaite@spglobal.com
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Spain’s market and competition regulator has cleared the way for the closure of the 365 MW coal-
fired plant at Anllares, which could become the first of seven such coal plant closures in the country.

Spanish regulator clears way for Anllares closure

reduction will have their operation limited to an 
accumulated total of 17,500 hours between 2016 and 2023, 
before their obligatory closure.

In allowing the closure of the Anllares plant, which started 
operations in 1982, CNMC noted that the withdrawal of 4 
GW of coal-fired plants from 2019 would still leave a reserve 
operating margin of 2 GW through to 2022.

Endesa CEO Jose Bogas said in May that he expected all of 
the country’s coal-fired plants that are fed with 
domestically mined coal to close by June 2020. “Under 
current conditions, the refurbishment to adapt domestic 
plants to LCP BREF investments are uneconomical unless 
capacity payments are put in place,” Bogas said.

For the remaining plants, the outlook also looks complicated. 
The new minister responsible for energy policy, Teresa 
Ribera, said last week that for the remaining plants that have 
carried out the retrofits and are not faced with immediate 
closure, “there is little margin for them to work out how to 
continue functioning when overall EU policy will be for them 
to close.” Last Thursday the government outlined its energy 
policy objectives, including the potential closure of the 
country’s 7.4 GW fleet of nuclear plants within 10 years.

Spain can afford to contemplate early closures for both coal 
and nuclear because it has more than enough under-used 
gas-fired plants to absorb the losses. The country’s 26.7 GW 
fleet of combined cycle gas turbine power stations ran at a 
load factor of just 16% last year, according to REE.

— Gianluca Baratti

The plant produced 909 GWh last year, operating for just 
over 3,000 hours, according to data from system operator 
Red Electrica. Anllares had operated at or above its 2017 
output figure in most years since 2011, the data showed.

An official at the Comision Nacional de los Mercados y la 
Competencia (CNMC) said July 18 the body had published a 
report saying it had no objection to the closure as 
requested in May last year by the operators Naturgy 
(formerly Gas Natural) and Endesa, which own two-thirds 
and one-third of the Leon-based plant respectively.

The CNMC report, which was not made public, said there 
were “no observations to be made concerning the closure 
authorization” following the green light from Red Electrica, 
which in a 2017 report also found that the closure would not 
affect the system’s security of supply.

The likely closure is one of seven that Spain could see 
between now and 2020. While a number of plants have 
been modified to comply with new European emissions 
regulations from that date, the plants that rely on domestic 
coal have been tagged for closure by their operators.

The closures, which have been backed by the country’s new 
government, would see just over 5 GW of generating 
capacity taken out of the market, and effectively halve the 
country’s coal-fired generating capacity.

According to the CNMC report, once the closure order is 
published, the operator must halt operations within three 
months, and would then have three years to conclude the 
partial dismantlement of the plant.

The country’s coal sector is under pressure to meet two 
deadlines. At the end of 2018, all unprofitable coal mines in 
the country must cease operation, while from July 2020 the 
coal plants that have not been retrofitted for emissions 

ANLLARES: PRODUCTION AND EMISSIONS HISTORY

Source: REE, European Commission
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SPAIN: OPERATING COAL PLANTS
Plant Gross (MW) 2020 closure Operator 
  candidate?
Alcudia 510 No Endesa
Teruel 1,102 Yes Endesa
AS Pontes 1,469 No Endesa
Litoral 1,159 No Endesa
Abono 916 No EDP
Puente Nuevo 324 Yes Enel Viesgo
Lada 358 Yes Iberdrola
La Robla 655 Yes Naturgy
Los Barrios 589 No Viesgo
Meirama 580 No Naturgy
Soto de Ribera 350 No EDP
Anllares 365 Yes Naturgy, 
Endesa
Compostilla 1,200 Yes Endesa
Narcea 595 Yes Naturgy
Velilla 516 Yes Iberdrola
Total 10,687

Source: Companies, IEEFA, Cinco Dias

mailto:newsdesk@platts.com
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The irish government has approved a new auction-based support mechanism for renewables as it 
strives to hit an ambitious target of 55% of electricity from green power generation by 2030.

ireland approves new RES auction system

The first auction in 2019, however, would not have a single 
technology cap because of the need to deliver “shovel 
ready” projects (again, clearly onshore wind) and so close 
the gap on Ireland’s 2020 target of 40% renewable 
electricity, the government said. In 2015 renewables 
accounted for 25.3% of Ireland’s power mix.

Projects looking for support under the auctions would need 
to meet pre-qualification criteria including offering 
communities the opportunity to invest in projects in their 
local area. “Community benefit and community 
participation will lead to a more socially acceptable, diverse 
(and more cost effective) renewable electricity mix,” the 
ministry said.

Not enough for offshore
Irish Wind Energy Association CEO David Connolly said 
auctions alone were insufficient to encourage offshore 
wind. “We need to ensure offshore wind can connect to the 
electricity grid and applications to develop wind farms 
under the foreshore consenting regime must be processed 
smoothly,” he said.

Ireland has one operational offshore wind farm (the 25 MW 
Arklow Bank phase 1) and two more authorized to proceed. 
The foremost of these is SSE’s 520 MW Arklow Bank phase 
2. In May this year SSE called for bids to carry out 
geotechnical surveys for the project, 8-12 km off the east 
coast of Ireland.

The other consented project is the 1.1 GW Codling Wind 
Park, owned by Fred Olsen Renewables and Hazel Shore 
Ltd. A 1 GW extension to this project has been submitted. 
Other offshore plans in the works include Innogy 
Renewables’ 600 MW Dublin Bay project.

Ireland’s National Development Plan indicates that the 
country needs to add some 4,500 MW of new (onshore 
wind-equivalent) renewable capacity by 2030, the 
government said. In energy terms a 55% RES-E target by 
2030 translated into 11-12 TWh/yr, it said.

The auctions are to be held at frequent intervals with all 
technologies, including offshore wind and solar, free to bid, 
Minister of Communications, Climate Action and 
Environment Denis Naughten said following cabinet 
approval of the mechanism July 24.

In a potential roadmap of five auctions from 2019 to 2025, the 
equivalent of 1 TWh of energy requirement could be auctioned 
in 2019, rising to 3 TWh in 2020 and again in 2021, and 4 TWh 
in 2023, government data showed. Missing a year in 2024, a 
final auction would then take place in 2025 for 2.5 TWh.

The Renewable Electricity Support Scheme is to replace 
Ireland’s REFIT feed-in tariff system, which has seen over 3 
GW of onshore wind added since 2009, with wind today 
meeting 24% of the country’s annual electricity demand.

15-year Floating Premium support
The system is similar in design to those in Britain, France 
and the Netherlands.

Successful bidders are to be awarded a uniform strike 
price, known as a Floating Feed-in-Premium, for 15 years. 
Where a reference market price is less than the strike price, 
a top-up payment, or floating FiP, is made. If the reference 
price is more than the strike price, the generator pays the 
difference back and consumers benefit.

The reference price is to be based on Ireland’s day-ahead 
Single Electricity Market price, “such that generators bear 
the balancing costs,” the Ministry of Communications, 
Climate Action and Environment said.

Near-term delivery dates and single technology caps in the 
auctions would ensure a broadening of the technology mix, 
Naughten said.

Placing a cap on a dominant technology (onshore wind in 
Ireland’s case) would allow nascent alternative supply 
chains to mature, the government said. If a single 
technology cap of, say, 55% was reached within an auction, 
then other, more expensive technologies could be 
accepted, provided their bid prices were within a range of 
the marginal price. Budget caps per auction would reduce 
the risk of financial exposure, it said.

IRELAND’S RES AUCTIONS: POTENTIAL ROADMAP
 Auction capacity Auction year Delivery year Single 
 (GW/hrs)  (end of) tech cap
RESS 1 1,000 2019 2020 No
RESS 2 3,000 2020 2022 Yes
RESS 3 3,000 2021 2025 TBC
RESS 4 4,000 2023 2027 TBC
RESS 5 (possible) 2,500 2025 2030 TBC

Source: Government of Ireland

ILLUSTRATIVE GUIDE OF CAPACITY REQUIRED
Technology Capacity factor MWs required to deliver 
  1,000 GW/hrs
Onshore wind 31% 356
Offshore wind 45% 253
Solar PV 11% 1,000
Biomass 85% 134

Source: Government of Ireland
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Elering is leading an EU-backed project to develop flexibility services across the Estonian, Finnish 
and latvian electricity markets, the Estonian transmission system operator said July 17.

Elering launches Baltic flexibility platform project

Development of the platform is part of a pan-European 
innovation scheme, involving 42 parties from 15 countries. 
In early July the project received a positive funding 
decision from the European Union’s Horizon 2020 
Framework Program.

Up and running in five years
Elis Paas, head of energy markets at Elering, said a 
common Baltic balancing market had been in operation as 
of this year, with balance service providers offering across 
the whole region.

Close cooperation on exchange of balancing energy was 
also on-going with Finland, Paas told S&P Global Platts.

Meanwhile Estonia had “a few” contracted flexibility service 
providers providing manual frequency restoration reserves 
to Elering, and these could participate in a regional market 
as the contract was standard for all BSPs.

“Currently the cross-border unified flexibility market for 
demand side participation is not well-developed,” he said, 
with a lack of a regional market framework for aggregators 
the main challenge.

Gate closure in the Baltic balancing market is H-45, as in 
the Nordic area (ie 45 minutes before the hourly Imbalance 
Settlement Period). 

With gate closure in Estonia’s intraday market at H-30, Paas 
thought the balancing market would move to this shorter 
timeframe at some point, but this would need regional 
agreement with TSOs in Latvia and Lithuania, where 
intraday gate closure is H-60.

For now, Baltic balance service providers submit bids to 
their respective TSOs. The bids are arranged in a common 
merit order from which they are activated centrally for the 
region – subject to available cross-border capacity.

The next step is to establish an EU-wide common merit 
order for balancing power based on the EU’s network code.

“The goal is to make it easy for local distributed flexibility to 
participate in an EU balancing market, as well as meet the 
flexibility needs in other parts of the system, mainly with 
regard to DSO congestion management,” Paas said.

With the regional project developing different use cases 
now taking off, Paas concluded that a platform and 
flexibility market could be in full operation within five years.

Once a new tri-market platform is tested it could then be 
rolled out across a wider European region, the TSO said.

Ideally the platform would meet flexibility needs across a 
number of markets, including wholesale, regulation and 
reserves markets, “and consolidate the possibilities offered 
by demand side response,” Elering said.

Furthermore, greater regional access to flexibility would 
help the Baltics desynchronise from the Russian-Belarusian 
BRELL system, a political objective as Estonia, Latvia and 
Lithuania seek to synchronize with the central European 
network via Poland.

Flexibility in electricity supply and demand is an 
increasingly valuable commodity as the proportion of 
intermittent renewables grows.

Digital technology can pool this flexibility at distributed 
level, but dedicated flexibility markets are needed to drive 
liquidity and provide useful volumes for networks at all 
voltage levels.

Smart network model
Involved in the project are Elering, Fingrid, AST, Elektrilevi, 
Elenia, Empower, Entso-e, Tampere University of 
Technology, Riga Technical University, Codeborne, ED 
(European Dynamics, the leader of the general project) and 
UPRC (University of Piraeus Research Center).

Elering chairman Taavi Veskimägi said a joint plaftform for 
flexibility services would provide “strong assistance for 
developing the electricity market and increase market 
liquidity. The solutions to be completed will in future be 
applicable throughout Europe and will be the basis for 
smart network solutions, market models and grid codes of 
the future.”

The platform is to allow flexibility services to be offered to 
system operators, network operators and other 
stakeholders on the market.

The services will encompass different system and network 
services, including frequency regulation and management 
of network restrictions.

The platform would allow consumers to earn money by 
deciding not to consume electricity they had purchased, 
Veskimägi said. “For desynchronizing the Baltic states form 
the Russian power system, we need significantly more 
generation and consumption flexibility,” he said.
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Pivot Power has received planning permission to build a £25 million grid-scale battery close to 
the M27 motorway on the edge of Southampton, the UK developer said July 17.

First step for Pivot’s UK fast-charge vision

A typical hub would be able to host 100 150-kW fast-charge 
points (delivering a 30-minute charge for a 40 kW Nissan 
Leaf) versus the 16 to 24 charge points currently found at 
the largest motorway services. With 20 MW connections, 
the hubs have the capacity to host 350-kW chargers in 
future, cutting charge times to under 15 minutes.

Most UK batteries are connected to the low voltage 
distribution network.

While there is more to do to connect to the extra high 
voltage grid, this gives Pivot Power much greater 
purchasing power in the wholesale market and avoids 
distribution network costs.

And unlike other UK battery storage projects, the size of the 
batteries means Pivot Power should not have to rely so 
heavily on frequency control contracts with National Grid in 
the early days of operation.

“We can look at the day-ahead and intraday wholesale 
markets as well as the balancing mechanism before adding 
revenue from EV charging,” the company’s chief technology 
officer Michael Clark said.

Pivot’s batteries and superhubs are separate to National 
Grid’s February proposals to reinforce its grid up and 
down Britain’s major motorways to support ultra-fast 
charge points.

Its intended sites would need connections of up to 35 MW. 
Pivot’s connections would be 20 MW, Allen said.

https://www.spglobal.com/platts/en/market-insights/
videos/view-from-the-top/071118-pivot-power

The project is the first of 45 sites in Pivot’s ambitious £1.6 
billion program to install 2.25 GW of extra high voltage-
connected battery storage capacity up and down the UK’s 
major roads and cities.

The aim is to install the large batteries and connected plug-
in sites needed to supply fast charging services to the 
fleets of electric buses, taxis, municipal vehicles and 
personal cars anticipated on the UK’s roads over the next 
three decades.

Pivot aims to have 50 MW batteries operating across 10 
sites within 18 months, and 45 within five years.

In National Grid’s recent Future Energy Scenarios report, 
the transmission system operator said there could be as 
many as 11 million EVs on UK roads by 2030, and 36 million 
by 2040.

Test Valley Borough Council has given the company 
permission to install a 50 MW battery at Nursling substation. 
Pivot expects the battery to be operational by July 2019 
after a three-month construction period. The 1.6 acre site 
will host 25 containers of lithium-ion batteries.

The unit will be able to store enough electricity to supply 
nearly 6,000 average homes for a day from a single charge. 
The UK has around 300 MW of grid-scale battery storage, 
and around 400 MW in all.

Pivot now intends to submit an application to build an EV 
charging “superhub” at another site in the area, the 
company said.

This would offer rapid recharging for dozens of cars, as well 
as supporting mass charging equipment for commercial 
fleets of buses, taxis and vans.

“We want to support councils working to clean up air 
pollution,” said Matthew Boulton, Pivot Power chief 
operating officer.

Close collaboration would “ensure that we build the right 
infrastructure in the right place to make it easy for drivers, 
businesses and public services to switch to electric 
vehicle,” he said.

The Southampton site would be financed by investment 
company Downing LLP, with follow-on financing being 
sought from Downing and other sources, Pivot’s chief 
executive Matt Allen told S&P Global Platts in late May.
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Eelpower buys Rock Farm
Meanwhile independent company Eelpower has bought the 
20 MW Rock Farm battery storage project in Shropshire 
from Anesco for an undisclosed sum, the company said 
July 17.

The acquisition is one of a number that Eelpower plans 
between now and 2022 to deliver 1 GW of storage 
capacity at an estimated cost of £500 million ($660 
million), it said.

The battery is linked to Limejump’s Virtual Power Plant 
system, which uses algorithms to access firm frequency 
response and wholesale market revenues. Limejump 
manages the largest portfolio of batteries in the UK while 
Eelpower itself has multiple long-term firm frequency 
response contracts with National Grid.

Rock Farm is connected to Western Power Distribution’s 
network near Ludlow. It comprises 16 1.25 MW BYD-
manufactured storage units and was commissioned in 
June 2018.

This is Eelpower’s seventh storage project. In November 
2017 it acquired a 10 MW storage unit at Leverton, 
Lincolnshire also from Anesco.

Earlier this year, the company – with the support of Anesco 
– co-located storage units at two low-head river hydro 
schemes in Yorkshire, the first time in the UK that battery 
storage has been deployed alongside hydropower schemes. 
Over the past 10 months, Eelpower and Anesco have 
worked together on energy storage projects with a total 
capacity of 33 MW.

Eelpower has also bought two storage schemes that will be 
commissioned later this year – a 10 MW project near 
Winchester and an 8 MW scheme in Cumbria.

The company has plans to build up to 80 MW of storage 
capacity over the next eight months, with a further 100 MW 
every three to six months thereafter.

Chief Executive Mark Simon said the company planned to 
deploy 1 GW of battery storage by 2022, “to provide National 
Grid and local grid companies with the flexibility that the 
system needs while building a platform for us to profitably 
trade electricity.”

Anesco itself has 29 operational storage sites comprising 
76 individual battery units, providing a combined capacity 
of 87 MW. Total capacity installed by the company is set to 
exceed 38 MW by 2020.

THE BARREl
The Platts blog that spans the 
commodities spectrum
Read and respond to posts from Platts editors 
and analysts on issues affecting a wide range 
of the world’s energy, petchem,  
and agriculture resources.

Oil, Natural Gas, Electricity and Coal, Steel 
and Metals, Petrochemicals, Biofuels and 
Agriculture, Renewables

…as well as commentary, analysis and 
observations on everything from global politics, 
to market dynamics. The Barrel strives to be 
the world’s most complete commodities blog, 
and its comment section is always open for 
your thoughts.

Visit http://blogs.platts.com/ now!
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Tax, not energy, is the big swing factor in northwest Europe’s radically divergent power bills.

Huge retail disparities analysed

The notes that having a relatively low electricity cost does 
not imply a relatively low cost for natural gas and vice versa.

 “The link even seems to go in the opposite direction: 
countries or regions with a relatively low cost for electricity 
generally have a relatively high cost for natural gas and vice 
versa,” the exception being the UK.

Residential and small commercial consumers in 
Germany are paying 80% more for their electricity than 
those in France, according to a report for Belgian energy 
regulator CREG.

In a comparison of consumer profiles done by consulting 
company PwC, France had the lowest annual invoice for 
residentials while Germany had the highest.

Annual invoices in the Netherlands and the UK were slightly 
higher than in France while Belgium was the second most 
expensive country in the survey, but with big differences 
between the three regions.

For commercials, Flanders topped the league for most 
expensive power bill closely followed by Germany. 

France was again the cheapest in the survey, with the UK 
and the Netherlands also offering better value than all three 
Belgian regions.

With divergent network costs and taxes, the proportion of 
each component in bills (energy, networks, tax, VAT) also 
showed strong differences between countries and regions, 
the report said. 

Notable is the high energy component and low VAT in UK 
bills compared to everywhere else, while Germany’s high 
energy-related taxes are less of a surprise.

The results for natural gas showed the UK as the 
cheapest market for residential consumers, while the 
Netherlands was the most expensive mainly due to taxes, 
levies and surcharges. 

Belgium was the second cheapest but with significant 
differences between the regions.

The energy components in residential gas bills clustered in 
a relatively tight range of Euro cent 2.5 to 2.9 per kWh, 
again highest in the Netherlands, with Belgium and France 
the cheapest.

For small commercial gas users, the Netherlands again 
came out most expensive followed by France. Here the 
energy component spread is roughly equivalent across the 
board, with taxes the variable and, in France, a high 
network cost.

In general small commercials pay less per kWh than 
residentials for power and gas, partly explained by VAT, but 
also a lower commodity and network component.

ELECTRICITY: ANNUAL FINAL ENERGY BILLS (€/yr)
 Residential Small commercial
Flanders 1,029 11,859
Wallonia 952 10,778
Brussels 783 8,713
Belgium 921 10,483
Germany 1,097 11,483
France 614 6,427
Netherlands 629 8,193
UK 678 7,902

Source: CREG

GAS: ANNUAL FINAL ENERGY BILLS (€/yr)
 Residential Small commercial
Flanders 1,154 3,778
Wallonia 1,385 4,643
Brussels 1,214 4,105
Belgium 1,251 4,175
Germany 1,426 4,502
France 1,594 5,013
Netherlands 1,830 5,878
UK 1,032 3,983

Source: CREG

ELECTRICITY: RESIDENTIAL BILL BY COMPONENT 
(Eurocent/kWh)
 Energy Networks Taxes, levies, VAT 
   charges
Flanders 7.0 8.2 9.1 5.0
Wallonia 7.0 8.7 6.9 4.7
Brussels 7.0 7.0 4.6 3.8
Belgium 7.0 8.0 6.9 4.5
Germany 7.4 7.4 11.6 5.0
France 6.0 5.2 3.6 2.8
Netherlands 6.2 5.6 3.0 3.1
UK 11.2 4.5 2.7 0.9

Source: CREG

ELECTRICITY: SMALL COMMERCIAL BILL BY 
COMPONENT (Eurocent/kWh)
 Energy Networks Taxes, levies, 
   charges
Flanders 6.4 8.1 6.9
Wallonia 6.4 8.3 6.9
Brussels 6.4 6.6 4.4
Belgium 6.4 7.7 6.8
Germany 5.5 5.9 11.6
France 5.5 4.0 3.3
Netherlands 5.5 3.5 7.4
UK 9.1 3.9 2.8

Source: CREG
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Europe added 4.5 GW of wind energy capacity in the first half of 2018, a 26% year-on-year 
decline, according to data published July 26 by sector association WindEurope.

Europe’s H1 wind additions down 26%

For the whole of 2018, the association expected to see 
3.3 GW of new offshore wind and 10.2 GW of onshore 
wind. This meant 13.5 GW of new wind capacity in total 
for the year.

The first half decline, from 6.1 GW last year, was in line with 
expectations, but the prospect of a “solid” 2018 masked 
some worrying trends, the association said.

Source: S&P Global Platts, WindEurope, SolarPower Europe
*Installed capacity refers to end-2017.

WIND, SOLAR OUTPUT IN EUROPE’S BIG 5, JUNE 2018
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WIND, SOLAR OUTPUT (TWh/change on year)

Jun-18 Germany Change France Change UK Change italy Change Spain Change Big 5 Change

Wind 5.7 -20% 1.3 -8% 2.4 28% 1.4 52% 2.6 -19% 13.4 -8%
Solar 5.3 -3% 1.1 0% 1.8 28% 2.1 -27% 1.4 -14% 11.7 -6%
Combined 11.1 -12% 2.5 -4% 4.1 28% 3.5 -7% 4.0 -17% 25.1 -7%

yTD 2018 Germany Change France Change UK Change italy Change Spain Change Big 5 Change 

Wind 54.4 14% 14.1 23% 25.0 31% 9.6 8% 27.8 11% 130.9 17%
Solar 21.6 8% 4.7 -1% 6.2 11% 10.7 -16% 5.7 -14% 48.8 -2%
Combined 75.9 12% 18.8 16% 31.2 26% 20.3 -6% 33.5 6% 179.6 11%

Source: S&P Global Platts, TSOs

Growth continues to be driven by just a handful of markets, 
with Germany, France and the UK accounting for 75% of H1 
2018 additions.

Meanwhile France has not issued a single new permit for 
onshore wind in the last eight months because of 
administrative holdups, said WindEurope Chief Policy 
Officer Pierre Tardieu.
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This resulted in its latest auction being under-subscribed. 
While this year additions had been strong, there would now 
be a drop-off in new build, “creating uncertainty in the 
supply chain,” Tardieu said.

In Germany it was good that projects needed a permit to 
bid into onshore auctions, but that rule now had to be made 
permanent, he said.

Further, there was no clarity yet on the timing of auctions 
for 4 GW of onshore wind promised in Germany’s coalition 
agreement for 2019-20, or of auction volumes beyond that.

Under the EU’s new Renewables Directive, member states 
must give five years’ visibility on future auction timetables 
and volumes.

In offshore wind, meanwhile, the association said Europe 
was too dependent on the UK, which is striding ahead in 
current installations and in committing to future volumes.

“By contrast, the rate of new installations has slowed down 
in Germany. Other countries also need to beef up and speed 
up their plans on offshore wind,” Tardieu said.
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H1 WIND ADDS: DOMINANT MARKETS

Source: WindEurope

(MW)

Onshore
O�shore

H1-18 EUROPE WIND POWER INSTALLATIONS (MW)
 Onshore Offshore Total
Germany 1,626  1,626
UK 13 911 924
France 605 1 606
Denmark 202 28 230
Turkey 141  141
Italy 125  125
Belgium 106 106 212

Source: WindEurope

ANAlySiS

Any files not agreed before then may face further delays 
if the main parliament negotiators have left and need to 
be replaced.

A key contentious issue in the market design rules is the 
amount of cross-border capacity to be made available 
for trading.

Market players are urging EU negotiators to rethink their 
plans to oblige power transmission system operators to 
offer at least 75% of capacity between bidding zones for 
trading by the end of 2025.

Formal EU power TSO body Entso-e, European power trade 
association Eurelectric and European energy traders’ group 
Efet have all argued that this “one-size fits all” approach for 
all borders is not appropriate.

Entso-e has urged the EU negotiators to let TSOs 
tackle the issue of reduced capacity on specific 
borders using existing rules, in particular the binding 
2015 EU capacity allocation and congestion 

EU negotiators are working to agree new electricity market design rules by the end of this 
year, including targets for cross-border capacity available for trading and emission limits in 
capacity mechanisms.

The European Commission, European Parliament and EU 
Council, representing national governments, have started 
the three-way talks to agree the common texts needed for 
the draft electricity market design regulation and directive 
to become law, with the next official round planned for 
September 11.

In the meantime, EU national government technical experts 
are meeting frequently to discuss how to bring the council’s 
and the parliament’s different preferred versions closer 
together.

The talks are led by Austria, which took over the EU’s six-
month rotating presidency on July 1.

Austria wants to reach an informal agreement on the 
market design rules, as well as updated rules for 
governing EU energy regulatory agency ACER and 
new rules for electricity risk-preparedness before the 
end of its term, so that the files can be formally 
signed off before the parliament breaks for elections 
in May.

Push for market design accord by end-2018
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management guideline, before imposing additional 
legal obligations.

Eurelectric and Efet have proposed giving ACER the 
responsibility to decide on any minimum thresholds for 
capacity offered, tailored to each border.

The fact that both the council and parliament backed the 
75% plan in their respective preferred versions makes it 
more likely it will be eventually adopted into law.

Emission limits
Another contentious issue is between the EU negotiators 
on emission limits for power plants taking part in capacity 
remuneration mechanisms.

The council wants to allow existing power plants with 
emissions either above 550g CO2/kWh or 700kg CO2 on 
average per year per installed kW to receive capacity 
payments to 2030.

These payments would have to start decreasing though 
after 2025.

New power plants with emissions above these limits – ie all 
unabated coal plants – would not be allowed to take part in 
capacity mechanisms from 2025.

The parliament, however, wants a single 550g CO2/kWh 
limit to apply immediately to all new plants starting 
after the new rules enter into force – likely to be early 

PLATTS EU ENERGY LEGISLATION IN PROCESS TRACkER
Legislation/Issue Type* First Latest/next Action Stage (1-8)** 
  published key date
Applying gas directive to non-EU offshore links Dir Nov 8, 2017 Jun 18, 2018 EU Council issued guidance for further technical work 3
Recast ACER regulation Reg Nov 30, 2016 Jun 11, 2018 EU Council adopted negotiating position 3
Recast internal electricity market regulation Reg Nov 30, 2016 Sep 11, 2018 EC, EP, EU Council talks on informal accord (tbc) 3
Recast internal electricity market directive Dir Nov 30, 2016 Sep 11, 2018 EC, EP, EU Council talks on informal accord (tbc) 3
Electricity risk-preparedness regulation  Reg Nov 30, 2016 Sep 4, 2018 EU diplomats to discuss EP amendments 3
Recast renewable energy directive Dir Nov 30, 2016 Jul 10, 2018 EP committee signed off informal accord 4
Revised energy efficiency directive Dir Nov 30, 2016 Jul 10, 2018 EP committee signed off informal accord 4
EU energy union governance regulation Reg Nov 30, 2016 Jul 10, 2018 EP committee signed off informal accord 4
Revised energy performance of buildings directive Dir Nov 30, 2016 Jul 9, 2018 Entered into force; listed in EU Official Journal Jun 19 8
2030 non-ETS emissions effort sharing targets Dec Jul 20, 2016 Jul 9, 2018 Entered into force; listed in EU Official Journal Jun 19 8
Revised EU ETS directive Dir Jul 15, 2015 Apr 8, 2018 Entered into force; listed in EU Official Journal Mar 19 8
EU ETS market stability reserve Reg Jan 22, 2014 May 15, 2018 EC published number of EUAs in circulation 8

*Type: Com = communication, Dec = decision, Dir = directive, Reg = regulation; **See progress chart above.

Source: EU institutions, S&P Global Platts (July 25, 2018)

PROGRESS ON EU ENERGY LEGISLATION

1 2 3 4 5 6 7 8Approval stage reached

Stage Action

(1) Preliminary informal discussions
(2) Formal EC proposal
(3) First EP/Council debate
(4) Informal agreement between EC, EP and Council
(5) First EP vote
(6) Second EP/Council debate (if needed), up to EP vote
(7) Formal Council adoption/conciliation
(8) Entry into force after appears in EU O�cial Journal

Source: EU institutions, S&P Global Platts (July 25, 2018)

Platts’ EU energy legislation tracker follows relevant draft EU legislation a�ecting energy 
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the policy papers and legislative proposals, where they are in an eight-stage approval process, 
explains that process and gives the latest or next key date and action for each of them.
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ANAlySiS

2019, and to all other plants five years after that, so 
likely early 2024.

The parliament also wants an exception for plants in 
strategic reserves, where emissions should be limited to 
200 kg CO2 per kW per year. This could allow unabated coal 
plant to be in strategic reserves as long as they are used 
rarely enough to stay under the annual limit.

— Siobhan Hall

THE BARREl
lithium to remain cornerstone of EV battery technology
If electric vehicles, which rely wholly or partly on electricity stored in batteries as their source of energy, revolutionize road 
transport in the way many expect, demand for lithium will rise exponentially. China will be at the forefront of this. 

Read more at http://plts.co/TqwZ30kC3N4
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AUSTRiA

Verbund’s H1 hydro up, thermal down 
�� Hydro output up 23%, thermal down 52%
�� Run-of-river resource dips into June
�� Early signs of strong hedge price for 2020

Strong year-on-year growth in hydro generation meant 
Austrian utility Verbund lifted its first-half power generation 
by 16% to 17.5 TWh, the company said July 26.

Hydro output climbed 23% to 16.5 TWh, while pumped 
storage output was up 24% to 2.4 TWh.

H1 water supply to rivers was 8% above the long-term 
average and 19 percentage points above H1 2017, Verbund 
said. This was largely due to an extremely wet January. For 
June, company data showed run-of-river resources 
dropping below the long-term average.

Hydro’s performance was tempered by a lower 
contribution from thermal generation, down 52% on year 
to 609 GWh due to a big reduction in congestion 
management.

Bearing the brunt was Verbund’s 850-MW Mellach 
combined-cycle gas turbine plant in Styria, where 
production fell 671 GWh year on year to 243 GWh.

Revenue from flexibility services (control energy, 
congestion management, grid services, intraday trading, 
capacity reserve and pumping operations) fell 33% to €71 
million ($83 million), with guidance for 2018 flexibility 
revenue falling to €130 million from €200 million last year.

Verbund said it had contracted for 90% (23.5 TWh) of 
planned 2018 hydro output at €29.30/MWh as of June 30, 
down from €30.40/MWh for full year 2017.

For 2019 the utility had hedged 12.7 TWh at €31.50/MWh, 
and for 2020 it had hedged 2.5 TWh at €40.90/MWh.

For every €1/MWh change in the wholesale price, 
Verbund’s hydro-based revenue for 2018 would increase or 
decrease by €4 million, it said.

Electricity sales to Germany climbed 28% to 14.2 TWh 
while sales to France rose 26% to 1.7 TWh. Sales of 13.2 TWh 
in the home Austrian market were down 16% on the year. 
Total volumes sold were up 5% at 29.8 TWh.

BElGiUM

Engie’s Benelux earnings down 45%
�� Fy18 outlook, outage schedule unchanged
�� Strong growth in French hydro output
�� Hedged position down, outlook more positive

Engie’s Benelux EBITDA in the first half of 2018 suffered a 
sharp 44.9% decrease as prolonged outages at its Doel 3 
and Tihange 3 nuclear power plants hit generation volumes 
while hedged power prices also fell, the French energy 
company said July 27.

Earnings in France, however, were up 4.6% for the 
period, driven by a strong rise in hydro generation, partly 
offset by a decrease in margins in retail gas.

In the rest of Europe, the company’s earnings were 
down 3.7% due mainly to a drop in volumes and prices in 
Romanian gas distribution and a reduction in hydro power 
margins in the UK, Engie said.

Benelux H1, 2018 nuclear production of 19.4 TWh was 
down from 21.3 TWh for H1, 2017, with nuclear availability 
falling to 69% vs 73% year-on-year.

VERBUND H1: HYDRO BOOM, THERMAL CRASH (GWh)
         Q1-2 2017 Q1-2 2018 Change
Hydropower 13,369 16,457 23.10%
Wind power 484 452 -6.60%
Thermal power 1,279 609 -52.40%
Own generation 15,132 17,518 15.80%
Electricity bought for trading, 13,126 12,229 -6.80% 
sales
Electricity bought for grid loss, 2,774 2,573 -7.20% 
control power
Electricity supply 31,032 32,320 4.20%

Electricity sales by country

Austria 15,667 13,224 -15.60%
Germany 11,088 14,184 27.90%
France 1,338 1,684 25.80%
Others 322 725 125.00%
Electricity sales volume 28,415 29,817 4.90%

Source: Verbund

ENGIE H1 EBITDA (Eur million)
 H1-18 H1-17 % change
Benelux 133 242 -44.9
France 858 820 4.6
Europe excl France, Benelux 375 389 -3.7
Infrastructures Europe 1,965 1,885 4.2
Global Energy Management 124 -120 203.4
North America 102 100 1.9
Lat Am 924 920 0.4
Africa/Asia 534 665 -19.8
Other 50 99 -49.3
Group EBITDA 5,065 5,000 1.3

Source: Engie

ENGIE H1 kEY INDICATORS (TWh)
 H1-18 H1-17

Benelux

Electricity production 19.8 21.6
Nuclear production 19.4 21.3
Achieved price (Eur/MWh) 33.0 37.0
Electricity sales 20.5 23.3
Gas sales 30.1 28.4

France

Electricity production (RES) 13.2 8.6
CNR achieved price (Eur/MWh) 39.5 38.6
Electricity sales 22.2 17.4
Gas sales 54.6 56.2

Source: Engie

BELGIAN NUCLEAR OUTAGE SNAPSHOT
Unit Gross installed MW Outage start Outage end
DOEL 1 433 Jul-25 Sep-30
DOEL 2 433 Jul-25 Oct-08
DOEL 4 1,039 Aug-06 Dec-14
TIHANGE 1 481 Oct-20 Nov-28
TIHANGE 2 1,008 Aug-19 Oct-31
TIHANGE 3 1,038 Jul-25 Sep-30

Source: Engie Transparency
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Benelux H1, 2018 gas sales of 30.1 TWh were up from 
28.4 TWh for H1, 2017.

In France, hydro generation of 13.2 TWh was up from 
8.6 TWh, with operator CNR’s achieved price also up on 
the year, from €38.6/MWh in H1, 2017 to €39.5/MWh in 
the most recent half. French gas sales dipped 1.6 TWh to 
54.6 TWh.

The company confirmed its 2018 full year guidance 
“based on the assumption of a restart of Belgian 
nuclear units according to the schedule published in 
REMIT,” it said.

As of July 27, this showed current outages at Doel 1(433 
MW) running to end-September, at Doel 2 (also 433 MW) to 
October 8 and at Tihange 3 (1,038 MW) through to 
September 30.

On July 13, Engie said the 1,006 MW GW Doel-3 was 
expected to return August 1 after Belgian nuclear regulator 
Federal Agency for Nuclear Control (FANC) gave the 
go-ahead for a restart. In the event the unit was reported 
back online Monday, July 23.

The reactor had been out of operation since September 
22, 2017 for repairs to concrete ceilings in buildings housing 
back-up security systems. Similar issues were found at 
Tihange-3 during an inspection.

In other business areas, Engie’s European 
infrastructures segment delivered 4.2% first half earnings 
growth, helped by the introduction of gas storage 
regulation in France, coupled with good performance from 
French gas distribution arm GRDF due to weather effects 
and accelerated deployment of gas smart meters.

Company data showed 100% of its 2018 nuclear 
and hydro generation in France and Belgium hedged at 
€33/MWh, down from €36/MWh last year and €40/MWh 
in 2016.

Some 73% of 2019 output had been hedged at €35/
MWh, 36% of 2020 output at €38/MWh and 9% of 2021 
output at €40/MWh.

Cap mech design to mirror UK
�� T-4 and T-1 auctions planned
�� Elia to run the process
�� Ad hoc auctions if delays

Belgium’s future capacity mechanism is to mirror that of 
the UK, with a four year-ahead and a one year-ahead 
auction, the Belgian cabinet agreed July 20. Draft legislation 
has been submitted to the European Commission before 
going to Parliament, but nothing has been published yet.

The government nevertheless described the 
mechanism as a “major reform of the electricity market” 
delivering three objectives: security of supply; a viable long-
term energy transition; and phase-out of nuclear “at the 
lowest price for the consumer.”

Belgium’s nuclear phase-out is due to be completed by 
2025. Calculations published earlier this year by grid 
operator Elia put a potential capacity shortfall by then at 
3.6 GW.

Between then and now it is assumed the capacity 
mechanism will provide sufficient incentive to invest. Given 
the need to obtain European Commission and 
parliamentary approval, however, it is likely to be next year 
before a first auction can be held.

Elia is to calculate the volumes and parameters needed 
for the auctions, providing a demand curve, a price ceiling 
and a reference price, the exercise price and reduction 
(de-rating) factors for each type of technology, reflecting 
likely contribution to security of supply.

Capacity suppliers selected will receive the auction 
price to be paid monthly for the duration of the period for 
which agreements are signed. As well as ensuring that the 
capacity that they have undertaken to provide is available, 
the suppliers will have to reimburse the predetermined 
strike price for that capacity.

If it takes too long to set the system up, ad hoc auctions 
are to be organised along the same lines in the interim.

DENMARK

DK-DE availability doubles
�� DK1-DE availability above 1 GW for Jan-June
�� Actual flows reverse on low Nordic hydro
�� links to Netherlands, Germany to launch Q1 2019

Cross-border transmission capacity on the congested 
German-Danish border doubled in the first half of 2018, 
during which the European Commission launched an anti-
trust investigation into the operation of the capacity.

Data from Danish TSO Energinet.dk shows average 
availability increased from 457 MW in H1 2017 to 1,029 MW in 
H1 2018, based on total capacity of 1,780 MW on the land 
border between Western Denmark and Northern Germany 
(DK1-Tennet).

April saw the highest percentage at 60.7% of available 
capacity, up tenfold from April 2016.

The improvements follow a long-running dispute 
between Denmark and Germany, with the Danes 
complaining that German grid operators have pushed 
internal congestion to the borders, reducing commercial 
import/export opportunities.

Last summer ministers agreed to gradually increase 
available capacity from under 200 MW in 2016 to 700 MW for 
2018 and 1 GW in 2019.

In March, the European Commission launched an anti-
trust case investigating whether German TSO Tennet had 
been constraining cross-border capacity in contravention 
of EU competition rules. 

In response Tennet offered to increase minimum 
capacity to 1,300 MW, with the proposal currently under 
consultation.

In addition to the DK1-Germany border link (1,780 MW 
maximum), there is a 600 MW subsea cable linking 
Denmark’s DK2 bidding area to the German 50 Hertz grid, 
and the 600 MW Baltic cable from Germany to Sweden.
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The 700 MW Cobra cable linking Denmark with the 
Netherlands will start operations in February 2019, while the 
400 MW Combined Grid Solution between Germany and 
Denmark via offshore wind farms in the Baltic Sea is also 
set to go-live early next year.

These will boost transmission capacity between the 
market-coupled Central West European region and the 
Nordic region to over 4 GW.

Nordic forward power prices for the winter season are 
currently trading above German Q4/Q1 contracts due to 
relatively low hydro levels in the Nordics, but front-year 
contracts for the Nordics still trade well below €40/MWh at a 
clear discount to German or Dutch year-ahead contracts, 
data from EEX and Nasdaq OMX Commodities showed.

German flows with the Nordic countries (on the three 
links to Denmark and Sweden) have reversed since the 
spring driven by a drought in the Nordic region and now 
also an extended heatwave with temperatures some 10 C 
above the seasonal norm across much of Scandinavia 
pushing Nordic prices above Germany at times.

So far this July, a net average of 0.9 GW of power was 
flowing from Germany north compared with 0.8 GW flowing 
south in July 2018, according to TSO data aggregated by 
S&P Global Platts Analytics.

EUROPE

‘Wind drought’ not structural: Bernstein
�� No long term evidence of falling yields
�� improving tech would offset any impact

There is no analytical evidence pointing to a structural 
reduction in wind yields based on windspeed data since 
2001, utility analyst Deepa Venkateswaran of broker 
Bernstein said in a July 26 note. 

Venkateswaran was responding to reports of a “wind 
drought” this summer due to settled high pressure over 
Europe, and whether this could be a more regular 
phenomenon in future due to global warming.

UK wind generation between June 4 and July 15 was 
around 30% lower year on year, according to data from 
National Grid.

The relationship observed between wind speeds and 
temperature “is a very weak negative correlation at best,” 
Venkateswaran said. “No results show a significant 
correlation that would have a large enough effect on wind 
speeds in order to cause a wind drought.”

And while monthly wind speed averages can be volatile, 
over 17 years the UK’s wind speeds have not strayed from 
the long-term average, he said.

The note referred to a recent study published in Nature 
Geoscience that concluded wind yields could drop 3% to 
2050 and 10% to 2100.

Questioning the validity of the report, Venkateswaran 
said such a long timescale was not overly relevant to 
investors in wind farms with operational lives of 25 years.

And if wind speeds were to drop in the long run, 
advances in efficiency would likely make up the difference, 
he concluded. — James Wood

Entso-e under attack on balancing
�� integration proposals ‘won’t work’
�� Pro-active activation ‘plain wrong’

European grid operator group Entso-e’s proposals for an 
integrated balancing market for manually activated 
frequency restoration response are fundamentally flawed, 
sector association Energie-Nederland said July 16.

In its response to an Entso-e consultation on the 
proposals, Energie Nederland said “we must conclude that 
the proposed implementation frameworks for [various 
frequency restoration reserves] give the impression that 
TSOs see each other as competitors rather than entities 
that have to work together to operate the single Europe 
electricity system as one.”

DK1-DE CROSS-BORDER AVAILABILITY (%*)
 2016 2017 2018
Jan 2.7 7.3 60.0
Feb 4.0 6.4 58.6
Mar 6.8 34.7 59.0
Apr 6.9 35.1 60.7
May 13.1 31.3 52.4
Jun 34.3 39.2 56.0
Jul 18.1 41.1
Aug 13.9 28.0
Sep 12.9 38.0
Oct 4.6 23.8
Nov 4.2 28.6
Dec 8.2 38.6
Average (MW) 192.0 521.0 1029.0

*% of total 1,780 MW capacity.

Source: Energinet.dk

GERMANY vs WEST DENMARK SPOT PRICE

Source: Epex Spot, Nordpool Spot
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Energie Nederland supported harmonization of 
balancing markets, but had major reservations about 
whether Entso-e’s approach would work.

Efficient market operation would clearly never happen 
while there was a mix of pro-active and reactive TSOs, 
with only pro-active TSOs activating balancing energy 
before real-time, “thereby optimizing just their own 
balancing needs.”

“This could never lead an optimal dispatch from a 
European perspective, a crucial flaw in the design of this 
market,” the association said.

“Energie-Nederland believes that only a fully 
harmonised balancing market where the mode of activation 
is harmonized towards reactive management from TSOs 
leads to a true level playing field delivering the full efficiency 
potential for flexibility options by Balance Responsible 
Parties,” it said.

The association has a basic problem with the proactive 
approach. “Firstly, we do not understand how it is possible 
to forecast an imbalance, nor why it is necessary,” it said 
(TSOs have to restore frequency in 15 minutes). There was a 
risk of the forecast being wrong with activated capacity 
turning out to be redundant or counterproductive.

Secondly, freedom of dispatch would be compromised, 
with the flexibility from balance responsible parties 
suspended during the crucial last minutes before real-time.

Pro-active balancing led to socialization of costs 
(including the costs of incorrect forecasting), distorting 
incentives for BRPs inside and outside a load-frequency 
control area.

Energie-Nederland said the balancing market should 
be seen as a residual market where TSOs kept the system 
in balance through re-actively activating bids and settling 
BRPs with the marginal cost of each imbalance 
settlement price.

This approach would predominantly use automatic 
reserve and only occasionally a manual reserve product. 
This allowed BSPs to offer capacity at the lowest possible 
price enhancing the overall system, the body said.

However, with separate consultations on automatic and 
manual reserves, the proposals lacked provision for 
interaction of the different balancing products. Another 
consultation on this would presumably be needed in future, 
Energie-Nederland concluded.

FRANCE

Mixed picture for solar, wind additions
�� 400 MW added in Q1
�� Wind stuck in planning
�� Solar accelerates

France added 400 MW of solar and wind capacity in Q1 with 
solar growth accelerating while onshore wind remains 
bogged down in planning red tape, energy ministry data 
showed July 19.

French installed solar capacity had risen to 8.3 GW by 
the end of March with installations almost tripling to 246 
MW in the first quarter compared to a year ago, the energy 
ministry said.

Meanwhile the volume of solar PV projects under advanced 
development increased 11% since end-2017 to 3.1 GW.

Installed wind capacity was 13.6 GW by end-March with 
new adds halving to 153 MW in Q1 compared with a year 
ago. Onshore wind project under advanced development 
amounted to 11.3 GW.

France has set itself ambitious renewable power 
targets amid a planned energy transformation that will 
reduce its dependency on nuclear, which still accounts for 
75% of the power mix.

However, green growth continued to lag targets with the 
government having launched a task force in January to ease 
planning constraints for wind projects, which often face 
delays with local activists blocking projects in the courts.

According to junior energy minister Sebastian Lecornu, 
French wind projects have a realization time of 7-9 years 
compared with 3-4 years in Germany.

Last year France added a record 1.7 GW towards a 15 GW 
end-2018 target, rising to 26 GW by 2023.

Solar added 0.9 GW in 2017 with the government 
boosting solar tender volumes to reach the 20 GW by 2023 
target set by the multi-annual energy plan PPE back in 2016.

France has been consulting on a new long-term energy 
plan (PPE) for the years beyond 2023, with a first report due 
before the summer.

Wind output in France reached a record 24 TWh in 2017, 
covering 5% of power demand, while solar output, at 9.2 
TWh, accounted for 1.9% of demand.

More delays, costs for Flam-3
�� Fuel loading delayed a quarter to Q4 19
�� Construction cost up €400 million
�� Fessenheim operation under review

EDF has delayed scheduled fuel loading at its 1.6-GW 
Flamanville-3 nuclear project to the fourth quarter of 
2019,and increased its construction cost by €400 million to 
€10.9 billion, the French utility said July 25.

The EPR plant in Normandy has suffered repeated 
delays in recent years, with fuel loading and start-up most 
recently scheduled for summer 2019.

As recently as October 2017, fuel loading and start-up 
had been scheduled for Q4 2018, with a gradual ramp to full 
production through 2019. At the earliest, ramp-up should 
now take place through 2020.

In addition, the impact on operations of the two 
Fessenheim reactors was being reviewed by EDF, 
“particularly in relation to the French Energy Transition Law 
for green growth, which caps nuclear electricity generation 
capacity,” it said.

Fessenheim is due to close once Flamanville-3 is 
operational, with planning around this event continually in 
flux due to the EPR’s construction issues.
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The latest delay is due to the poor welding of joints, as 
previously announced by EDF in April and May this year.

EDF said it had now inspected 148 of 150 welds in the 
main secondary system at Flamanville-3, of which 33 had 
quality deficiencies and needed repair.

It would re-work a further 20 welds “even though they 
do not have any defects,” it said, as they did not comply 
with EDF’s “EPR design phase” quality requirements.

For 10 further welds, EDF had submitted a proposal to 
French nuclear regulator ASN detailing “a specific 
justification method to confirm the high level of safety at 
the plant throughout its operating life.”

The ASN is to examine this justification in detail, EDF 
said. The other 85 welds are compliant while the 
outstanding two will have been examined by the end of 
July, it said.

As a result, “the loading of nuclear fuel is now 
scheduled for Q4 2019 and the target construction costs 
have been revised from €10.5 billion to €10.9 billion.”

In the meantime hot testing of the EPR is scheduled to 
start before the end of 2018, EDF said.

The impact on operations of the two Fessenheim 
reactors is currently being reviewed, particularly in relation 
to the French Energy Transition Law for green growth, 
which caps nuclear electricity generation capacity.

Med regions back floating wind goal
�� 3 GW by 2030 in programs
�� Regional offshore base emerging

A goal to install floating wind capacity of 3 GW by 2030 in 
the French Mediterranean is to be incorporated in the 
regional development programs of the two regions with a 
Mediterranean coastline – Sud-Provence Alpes Côte d’Azur 
and Occitanie/Pyrénées-Méditerranée. The regions made 
the undertaking in an open call to action July 24, supported 
by numerous local authorities, sector associations and 
businesses. The groups are calling on the government to 
hold regular tenders from next year for enough floating 
offshore wind capacity in the Mediterranean to meet the 
target.

The Mediterranean had great potential for floating 
offshore wind because of the strength of the wind (notably 
the Mistral and the Tramontane) and the virtual absence of 
any tide, relatively little swell and suitable marine 
conditions, they said.

A base for development exists, the proponents said, 
noting that three of the four winners of tenders in 2015 and 

2016 for pilot offshore wind farms were located in the 
Mediterranean. These are due to enter service in 2020-
2021. In the first round, Eolmed’s 24.5 MW project was 
successful, the consortium led by Quadran (now owned by 
Total). In the second round consortia headed by EDF 
Energies Nouvelles (24 MW) and Engie (24 MW) were 
successful with Mediterranean bids.

Total buys French CCGTs from KKR
�� Combined capacity of 825 MW
�� Total advances power strategy

Total has agreed to buy two gas-fired combined cycle 
power plants from US equity company KKR-Energas, the oil 
and gas major said July 26.

The acquisition will allow a deeper vertical integration 
from electricity production to sales, with about one-third of 
customer consumption covered by the underlying capacity 
of the two CCGT plants acquired.

The power plants in the north and east of France have a 
combined power generating capacity of approximately 825 
MW, Total said, without naming the names of the assets.

KKR in 2014 bought two CCGTs – the 412 MW Pont-sur-
Sambre and 413 MW Toul – from Austria’s Verbund, which 
were at that time loss-making assets.

With a strong push for renewables growth in France 
coupled with uncertainty around the future of nuclear in 
power generation in the region, thermal power generation 
along with hydro are likely seen as assets that provide 
flexible and reliable sources of supply.

Soaring electricity prices in France have also helped 
improve gas-fired power margins, further promoting CCGTs 
usage in power production.

“Gas-fired power generation sources are an ideal 
complement to intermittent renewable sources of 
electricity. These flexible power plants enable the Group 
to optimize the cost of electricity supply to its 
customers,” said Total’s President Gas, Renewables & 
Power, Philippe Sauquet.

Total aims for a 15% share of the B2C gas and 
electricity supply market in France and Belgium within five 
years. Following its acquisition of Direct Energy in April, it 
has 800 MW of capacity in two power plants in France and 
Belgium, with another 400 MW CCGT plant planned in the 
Brittany region.

In a previous statement Total said it aims to increase it 
to 10 GW within five years following the investment, “either 
in the form of gas-fired power plants or in the form of 
renewable electricity capacities.”

In October 2017, Total purchased a 23% stake in wind, 
solar and hydro power generator EREN and expanded its 
presence in France’s residential gas and power distribution 
market with the introduction of Total Spring, a gas and 
green power offering.

In 2016, Total’s took over Belgian gas and green power 
supplier Lampiris and bough France-based battery 
manufacturer Saft.
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Total’s recent expansion in the utility space is also part 
of a growing trend of oil majors such as ENI, Shell and BP 
looking to invest in the electricity and gas sector.

GERMANy

German offshore wind to add 1 GW in H2
�� 2 GW currently in construction
�� 7.3 GW online by end-2019
�� Calls for additional 1.5 GW

German offshore wind developers are expected to connect 
1 GW of new capacity in the second half of the year, wind 
lobby groups said in a mid-year update.

With a further 1 GW also in construction, German 
offshore wind capacity should hit 7.3 GW by the end of next 
year, the joint statement from five associations said.

Beyond this another project adding 372 MW is financed 
and set to be realized under legacy feed-in-tariffs. Beyond 
2020, German offshore wind projects have moved to a 
competitive tender process with the first two rounds 
awarding 3.1 GW for projects to be realized before 2025.

The lobby groups call for a speedy realization of the 
additional tender agreed by the new government in the 
coalition treaty in February with first details expected 
this summer.

According to the groups, some 1.5 GW of additional 
wind capacity should be tendered in the North and Baltic 
Sea based on agreed grid links.

Grid operator Tennet, responsible for North Sea grid 
links, said last week that it would have some 660 MW of 
spare transmission capacity by 2025.

Further out, the groups repeated their call for a target 
of 20 GW instead of the planned 15 GW by 2030 in order to 
achieve the government’s 2030 climate targets.

“The standstill in energy policy of recent months must 
end,” the groups said, calling on the federal government to 
decide “immediately after the summer break on the details 
of the additional offshore wind tender.”

Power output from German offshore wind farms came 
to 9.4 TWh in the first half of 2018, covering almost 3% of 
total German power demand. Grid-connected offshore 
wind capacity is unchanged compared to end-2017 at 
5,387 MW.

GREECE

ADMiE calls for final Cyclades phase
�� Tender for second link to Syros
�� €400 million project runs to 2020
�� HFO, diesel-heavy islands to connect

Greek transmission system operator ADMIE has called for 
bids to supply the third and final phase of the Cyclades 
interconnection project, linking Lavrion on the mainland 
with the island of Syros.

In a July note in the EU Official Journal, the TSO said the 
contract, valued around €115 million, involves supply, 
installation, 10-year warranty and maintenance of one 150-
kV, 200 MVA three-pole XLPE submarine power cable and 
three monopolar underground cables plus fibre optic 
cables. Completion of the cable must be within 22 months 
of award. Bids are due by August 23, 2018.

Interconnection of the Cyclades Islands is a three phase, 
€400 million project running between 2014 and 2020.

The overarching aim is to achieve more reliable supply 
of electricity to the islands Syros, Paros, Tinos, Mykonos 
and Naxos for the next 30-40 years, ADMIE says.

For now the islands are served by heavy fuel oil and 
diesel generators.
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Interconnection will allow substitution of expensive oil 
with a cheaper, lower-carbon mix of mainland grid power 
(lignite, natural gas, hydro, renewables).

It will also provide the necessary flexibility for 
“significant exploitation” of renewables on the islands, 
ADMIE says.

Phase A of the project involved a first connection of 
Syros with the mainland at Lavrion, as well as with the 
islands of Paros, Mykonos and Tinos.

Phase B, tendered in June last year, involved connecting 
Paros with Naxos, and Naxos with Mykonos.

This final phase involves a second interconnection 
between Lavrion and Syros.

Prices up despite flat demand
�� Hydro, RES strong through June
�� Gas-firing down 22% yoy
�� PPC market share up on May

Greek power prices rose steeply demand in June 
despite flat demand, strong hydro and reduced thermal 
power generation, the latest data from system operator 
Lagie showed.

June power demand of 4.24 TWh was up 1% year on 
year, while aggregated six-month demand of 24.7 TWh was 
down 1% on H1 2017.

Both hydro and renewables had a strong June on year-
on-year comparisons, while lignite firing was flat and gas-
firing down some 22%.

Despite this, ex-ante system marginal day-ahead power 
prices picked up strongly month on month to average 
€60.69/MWh, up 8% on May and up 18% on June 2017.

Ex-post day-ahead prices (including balancing costs) 
rose 6% month on month to €61.07/MWh, again 18% higher 
year on year.

Production data showed PPC with a 64.58% 
generation market share, up from 56.76% in May, while 
Lagie had a 20.69% share, reflecting Lagie’s role as central 

buyer of Greece’s renewable energy output (and now 
including the share of DAPEEP, Lagie’s RES and 
Guarantees of Origin operator).

Of the independent generators operating dispatchable 
combined cycle gas turbine plants, Mytilineos had an 8.5% 
generation market share in June (fully incorporating 
Korinthos Power, in which it has a 65% stake) – followed by 
Elpedison (3.4%) and Heron II (2.8%).

iTAly

Enel’s fossil-fired generation dips in H1
�� Hydro recovery squeezes thermal
�� Coal-firing down over 20% in Spain, italy
�� Strong half for wind production

Enel’s first-half 2018 generation from coal- and gas-fired 
plants fell year-on-year in Italy and Spain as hydro 
recovered, according to data released July 20.

The company’s renewable energy production in Italy 
exceeded that of fossil-fired plant for the period, 
accounting for 52% of the total, while in Spain renewables 
chipped away at thermal’s significant lead, accounting for 
21% of Enel output.

Across the whole group, including other European 
markets, North Africa and South, North and Central 
America, total Enel H1 generation of 121 TWh was split 41.4% 
to renewables, 58.6% fossil/nuclear.

Both Spain and Italy intend to phase out coal-fired 
power plants over the next 10 years or so.

For Enel, coal represented 37% of total H1 output in Italy 
and 26% in Spain, down from 45% and 31% respectively for 
H1 2017. Actual output from coal plant was down over 20% 
year on year in both markets.

Meanwhile production from combined cycle gas plants 
represented 10% of H1 2018 output in Italy and Spain, down 
from 12.5% in both for H1 2017.

GREECE: ENERGY BALANCE, JUNE 2018 (GWh)
 Jun-18 YoY change (%) YTD 2018 YoY change (%)

Production

Lignite  1,341   2   6,819  -21
Gas  1,237  -17   6,573  -14
Hydro  350   53   2,877   154
Renewables  764   22   4,929   14
Total production  3,692   1   21,198  -2
Imports  864   18   5,262   17
Exports  315   78   1,770   50
Import/export balance  549  -2   3,492   5

Demand

Low voltage customers  2,603   1   15,315  -2
Medium voltage customers  1,106   2   6,220   0
High voltage customers  533  -5   3,138  -2
Pumping  0  -100   18  -39
Total demand  4,241   1   24,690  -1
Peak load (MW)  7,739  -18   8,371  -11 
 (13-Jun-18, 14:00)  (25-Jan-18, 20:00)

Figures rounded to nearest integer.

Source: Lagie
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Hydro was the major gainer year on year in the two 
markets, up 33% in Italy and 68% in Spain, while wind 
output gained 25% in Italy and 15% in Spain.

NETHERlANDS

Alpha wins OWEZ blade repair contract
�� 80 blades need repair
�� Wind farm is 12 years old

Alpha Offshore Service has been awarded a contract by 
NoordzeeWind (Nuon and Shell) for blade repairs on the 
12-year old Egmond aan Zee (OWEZ) offshore wind farm, 
the Danish contractor said July 9.

The first large windfarm built in the Dutch sector of the 
North Sea, OWEZ consists of 36 3-MW Vestas V90 turbines 
and sits six miles off the coast from the village of Egmond 
aan Zee. Alpha is to repair around 80 of wind farm’s 108 
44-meter blades, it said. Depending on the extent of wear, 
the scope of work could include tip replacement, laminate 
repairs, lightning damage and leading edge protection 
systems upgrades. The work began in May and will 
continue over the summer months.

Alpha has carried out more than 1,000 blade repair 
projects to date. OWEZ has been operational since 2006.

NORWAy

Nordic reservoirs down for third week
�� Norwegian stocks at multi-year lows
�� System prices at year-highs
�� August base up 25% in a month

Nordic hydro reservoir levels continued to fall through mid-
July at a time when stocks are usually being replenished, 
data from Nord Pool showed July 25.

Hydro reservoir content across Norway, Sweden and 
Finland at the start of week 29 (July 16) was put at 74.7 
TWh, or 61.5% full. This was down 396 GWh on the week, 
marking a third consecutive week of decline.

Last year stocks rose almost 2.5 TWh in the same week, 
to 89.6 TWh, or 73.8% full.

In Norway, which accounts for two thirds of total Nordic 
hydro resource, stocks for week 29 were at 60.4% full versus 
a median value of 75.3% for the years 1990-2017, the country’s 
Water Resources and Energy Directorate said July 25.

The years 1996, 2006 and 2010 had similarly low values 
as this year, the lowest year being 1996 when stocks fell to 
53.8%, it said.

In late May this year Nordic reservoir content was rising 
ahead of 2017 levels on accelerated snowmelt, only to stall 
in June and then go into reverse.

On July 24 IBM-owned The Weather Company said high 
pressure well into August meant precipitation conditions 
remained poor for north European hydro.

With hydro accounting for the great majority of 
indigenous power production in Norway, and 60% of 
generation in Norway/Sweden/Finland, the impact on price 
has been marked.

Nord Pool day-ahead system prices have been above 
€50/MWh since July 2 for working days, settling at €53.70/
MWh July 25, have risen to a multi-month high of €54.51/
MWh a day earlier. The price only exceeded this level once 
this year, on March 1 when Nordic reservoirs were at 37% 
full and the Beast from the East cold snap combined with 
storm Emma to drive day-ahead base up to €65/MWh.

Meanwhile in Nordic futures on the Nasdaq exchange, 
August base has risen 25% in a month, from €43.88/MWh 
June 25 to €54.55/MWh July 24.

ENEL: THERMAL DIPS IN H1 2018 (GWh)
 H1-18 H1-17 YoY change Q2-18
   (%)

Group

Hydro 33,470 27,559 21.40% 18,338
Wind 11,398 8,494 34.20% 5,637
Solar and others 2,369 1,052 125.10% 1,286
Geothermal 2,932 2,901 1.10% 1,456
Total renewables 50,170 40,006 25.40% 26,717
Nuke 11,769 13,096 -10.10% 5,119
Coal 29,482 34,843 -15.40% 13,260
CCGT 18,022 20,447 -11.90% 8,355
Oil and gas 11,675 12,772 -8.60% 5,460
Total thermal 70,947 81,158 -12.60% 32,194
Total Enel group 121,116 121,164 0.00% 58,911

italy

Hydro 10,183 7,657 33.00% 6,400
Wind 741 594 24.80% 277
Solar and others 69 61 13.30% 34
Geothermal 2,836 2,883 -1.60% 1,415
Total renewables 13,829 11,194 23.50% 8,126
Coal 9,878 12,382 -20.20% 4,294
CCGT 2,714 3,432 -20.90% 1,009
Oil and gas 223 352 -36.70% 106
Total thermal 12,814 16,166 -20.70% 5,409
Total 26,644 27,360 -2.60% 13,535

iberia

Hydro 5,289 3,140 68.50% 3,243
Wind 2,020 1,753 15.20% 850
Solar and others 13 14 -4.10% 9
Total renewables 7,322 4,906 49.30% 4,102
Nuke 11,769 13,096 -10.10% 5,119
Coal 9,080 11,633 -21.90% 3,807
CCGT 3,466 4,691 -26.10% 1,742
Oil and gas 3,231 3,352 -3.60% 1,587
Total thermal 27,546 32,772 -15.90% 12,255
Total 34,868 37,678 -7.50% 16,356

Source: Enel
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Data from German networks regulator BNA showed 
continued high levels of exports from Germany north to 
Denmark and Sweden in week 29, reversing the trend of 
last year. Reduced wind generation meant the exports were 
derived largely from thermal plants, with net German 
thermal generation of 6.46 TWh in week 29 versus German 
renewable energy generation of 3.39 TWh, according to 
system data gathered by the Fraunhofer Institute.

Hydro squeeze for Statkraft
�� Q2 Nordic spot price up 42% on year
�� Hydro outlook worsening through July
�� Wind, solar development prioritized

An unusually hot, dry second quarter saw Statkraft’s hydro-
based power production fall 22% to 11.5 TWh for the period, 
the state utility said July 19.

The decline mirrors a north European trend this summer 
with little rainfall and settled high pressure weather 
conditions bearing down on hydro and wind production.

The Nordic hydro outlook has worsened into July, with 
reservoir content across Norway, Sweden and Finland 
falling to 62% full in week 28, down over 10 percentage 
points year-on-year at a time when reservoirs are normally 
being replenished.

It is not just the Nordics. In an update July 19 UK utility 
SSE reported hydro output for the three months to June 30 
some 20% below plan, while wind production was 15% 
below plan.

In financial terms, weak hydro was offset by rising 
electricity and green certificate prices in the Nordic market, 
Statkraft said, while higher coal, gas and CO2 prices had 
pushed spot prices up in Germany and the UK.

The average Nordic system day-ahead price for Q2 was 
€39.1/MWh, up 42% on the year. In Germany, the average 
day-ahead price was €36/MWh, up 21%, and in the UK it was 
£52.6/MWh, up 32%.

Q2, 2018 underlying earnings before income tax fell NOK 
621 million to NOK 1.428 billion while net profit fell NOK 1.6 
billion to NOK 271 million.

For first half 2018, EBIT of NOK 7.39 billion was up NOK 
1.35 billion on the year and net profit was up NOK 5.9 billion 
to NOK 10.55 billion due to significantly higher Nordic power 

prices and “successful energy management,” with the 
company planning to ramp up development of renewable 
power, CEO Christian Rynning-Tonnesen said.

“Flexible hydropower and intermittent onshore wind 
and solar power will be combined to deliver reliable, 
renewable and cost competitive energy to the customers,” 
he said.

Investment of NOK 813 million included an advanced 
metering system for Skagerak Nett and, in new capacity, 
hydro and wind additions in Albania and Norway respectively.

The 184 MW Devoll hydro plant in Albania is due online in 
Q2, 2019, while the first wind farm in the 1 GW Fosen cluster 
in Norway, the 256 MW Roan, is due online in Q4 this year.

In April a Statkraft employee was killed in an accident at 
the Devoll site in Albania. The company was investigating 
the accident according to standard procedures, it said.

PORTUGAl

EDP’s Q2 hydro output jumps 179% yoy
�� 4.5 TWh hydro output during quarter
�� Stocks at similar levels to 2016
�� Q2 power, gas sales volumes drop

EDP’s Iberian hydro output jumped 179% in the second 
quarter of 2018 in a year on year comparison, forcing its 
own gas and coal-fired assets out of the mix, according to a 
regulatory filing by the Portuguese company July 17.

The company’s Iberian hydro output jumped 2.9 TWh on 
the year to 4.5 TWh in Q2, with good precipitation feeding 
EDP’s 7.29 GW hydro park.

According to Portuguese grid operator Redes 
Energeticas Nacionais, domestic hydro stocks are currently 
at similar levels to those seen in 2016, and 20 percentage 
points above the level at the same time of year in 2017, or 
around 74% of full capacity, which could bode well for hydro 
generation in the third quarter.

The deviation of hydro stocks from the long term 
average was a positive 15% for Q2, 2018, according to EDP, 
while the overall load factor increased 13 percentage points 
on the year to 28%. Despite the surge, the effect on 
wholesale prices was far less evident.

Whereas in 2016, the wholesale Portuguese spot price 
on the OMIE exchange for Q2 averaged around €29/MWh, 
for Q2 2017 the average was nearer €47/MWh and this has 
increased to an average of nearer €52/MWh for Q2 2018, as 
the effect of nuclear outages in Spain has outweighed 
plentiful hydro supply.

While hydro soared for Portugal’s largest generating 
company, its generation from other sources was pushed 
out of the mix.

EDP’s Iberian gas generation fell 39% in Q2 to 846 GWh 
while its coal generation dropped 32% over the period to 
2.88 TWh, following on from similar sized declines in Q1.

Wind power output also declined in its European 
operations by 9% to 2.4 TWh during Q2, offsetting a robust 

STATkRAFT: HYDRO DIVES IN LATEST QUARTER (TWh)
 Q2-18 Q2-17 H1-18 H1-17 FY-17

By technology

Hydropower 10.9 13.6 30.8 29.4 57.4
Wind power 0.6 0.6 1.2 1.4 2.7
Gas power 0.0 0.3 0.4 0.8 2.2
Bio, solar power 0.1 0.1 0.1 0.1 0.3
Total 11.5 14.6 32.5 31.8 62.6

By geography

Norway 8.7 11.5 25.8 25.2 48.6
Sweden 1.4 1.4 3.4 3.1 6.6
Europe ex Nordic 0.3 0.5 1.2 1.3 3.2
Rest of world 1.1 1.1 2.2 2.2 4.2
Total 11.5 14.6 32.5 31.8 62.6

Source: Statkraft
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Q1. Overall wind output was still 5% higher from the region 
at 6.3 TWh in the first half, with capacity additions boosting 
capacity by 2% over the period, with 91 MW started up.

In terms of energy supplied, EDP said Q2 electricity 
volumes fell 4% year-on-year to 7.69 TWh, even as it 
boosted customer numbers 1% to 5.3 million.

Meanwhile gas volumes supplied fell 10% on the year to 
3.91 TWh for Q2, despite an increase in customer numbers 
of 3% to 654,000.

The main drag on volumes was the Spanish market, with 
electricity supply down 10% in annual comparison to 3.12 
TWh and gas supply down 12% over the period to 3.07 TWh.

�� The European Investment Bank is to provide finance of 
€650 million to support Iberdrola’s €1.5 billion investment 
in new dams and hydro plants on the Tamega and Torno 
rivers in northern Portugal, the EIB said July 23. The 
plants will add 1,158 MW of capacity and are due to start 
operation in 2023. by increasing generation and storage 
capacity, the new plants “will provide more flexibility 
and security of energy supply on the Iberian electricity 
market,” the bank said. The dams (Alto Tamega, Daivoes 
and Gouvaes) are located in the Douro River Basin and 
are expected to provide an average of 1,760 GWh per year.

SPAiN

Costs squeeze Endesa’s thermal margins
�� Rising input costs impact thermal production
�� Margin outlook still healthy at €23/MWh
�� Strong RES narrowed thermal gap in H1

Endesa’s generation margins are being squeezed by rising 
input costs in its core Spanish market after a strong first half 
of the year, the utility said in a July 24 results presentation.

The company’s CEO Jose Bogas told analysts on a 
conference call that the company sees total sales of around 
45 TWh in the second half of the year with a unitary margin 
of around €20/MWh.

This would be an increase in terms of volume from 40.6 
TWh in the first half of this year, but a decline in margin 
from €25.40/MWh, which had been boosted by higher 
wholesale prices and a “positive contribution from the 
company’s short position,” according to Bogas.

This would likely result in a unitary margin of around €23/
MWh for the full year 2018, or around €1/MWh higher than 
the company had envisioned in its strategic plan, he said.

Endesa’s unitary margin increased 19% year on year in 
the first half as income was up 7.3% to €64.50/MWh, 
outpacing a variable unit cost which rose 1% over the period 
to €39.10/MWh, according to the group.

Looking ahead to the rest of the year, the company said 
it has hedged 100% of it 2018 output at an all-in price of €67/
MWh, while for 2019, it has hedged 52% of its output at €74/
MWh, although since this is mostly sales to low voltage 
customers, the figure should normalize towards the 2018 

figure as the year progresses, according to Bogas. 
Nonetheless, the company said it has held off hedging some 
of its spread driven production (effectively production from 
thermal units) for 2019 amid uncertainty over acquisition 
costs of commodities and the evolution of CO2 prices, which 
could impact the spreads on raw materials, particularly coal.

The company’s thermal production from coal and gas 
plants is expected to increase in H2, Bogas said, after a 
significant drop in the first half as hydro and other 
renewables narrowed the thermal gap.

Additionally a mixture of planned and unplanned 
outages at nuclear plants also dragged on the company’s 
generating statistics, particularly the 1.1 GW Vandellos 2 unit 
(72% Endesa) which only restarted this week after a four-
month layoff. Indeed the plant may face some more 
interruptions as systems are tested for “some days,” Bogas 
said without elaborating.

Overall, first half generation fell 7% to 34.9 TWh while 
first half sales volume slid 6% year on year 49.2 TWh amid a 
decline in business to business sales in Spain and Portugal, 
the company said.

iberdrola welcomes policy shift
�� New strategy “in line with our vision”
�� Nuclear phase-out “achievable”
�� RES push could lure €80 billion investment

Iberdrola has welcomed the opportunity of a change in 
government to close its largest generating plants as it 
continues to target the switch to renewable expansion in all 
its markets.

CEO Ignacio Sanchez Galan told analysts July 25 that, 
among the positive effects, the company would expect to 
make several billions of euros of savings when it closed its 
nuclear plants, while the closure of Spanish coal plants 
would have a bearish effect on domestic power prices.

Following a sometimes fractious relationship with the 
country’s previous energy minister, Alvaro Nadal, Galan said 
he was “more positive” about the new administration in 
Spain, noting that the government strategy is “in line with 
our vision” of decommissioning older power plants, 
particularly coal and nuclear and favoring renewables.

In terms of nuclear plants, Sanchez said that a 
government proposal to close them once they reach 40 
years of operation is “perfectly achievable without 
affecting supply.”

ENDESA: FIRST QUARTER GENERATION SNAPSHOT
 Capacity Generation Change on Operating 
 (GW) (TWh)  year (%) rate (%)*
Nuclear 3.3 11.769 -10 81.6
Coal 5.2 9.080 -22 40.0
Hydro 4.7 5.207 68 25.4
Fuel oil 2.4 3.231 -4 30.8
Gas 5.4 3.466 -26 14.7
Renewables, CHP 1.8 2.115 17 26.9
Total 22.8 34.868 -7 35.0
*Estimate using end of quarter capacity figure.

Source: Endesa
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The closures would save the company “several billions” 
that would otherwise need to be invested to extend 
operating licenses to 50 years, he said.

Iberdrola has 3.2 GW of nuclear capacity in Spain with 
stakes in six of the country’s seven nuclear plants.

In terms of coal closures, Iberdrola has two plants 
remaining in Spain, both of them earmarked for closures – 
a 358-MW unit at Lada and a 516-MW plant at Velilla.

Closing Spain’s coal-fired plants would bring about a 
significant saving on emissions, he said. Coupled with the 
fact that coal plants often mark the wholesale pool price, 
their closure would likely have a bearish effect on prices.

Galan said greater dependence on renewables would 
reduce commodity price relevance to wholesale price 
formation, with Spain aiming for 70% renewable electricity 
by 2030.

The target could result in up to €80 billion in investment 
in new power plants and networks, he said.

Ongoing projects in the region include the company’s 
first large scale domestic solar PV project – the 391-MW 
plant at Nunez de Balboa whose construction is slated to 
start at the end of this year.

In the meantime Iberdrola has just signed a loan deal 
with the European Investment Bank for €650 million 
towards its 1.2-GW Alto Tamega hydro complex in Portugal, 
slated for a 2021 start-up.

Elsewhere in Europe, the company said that it expects 
to contribute full output from its 350-MW German Wikinger 
offshore farm in the second half after its connection to the 
grid at the end of last year and Sanchez said the company 
is keen to bid in any other offshore auctions the country 
might hold.

Likewise the company is standing by for increased 
offshore participation in France and the UK, which will hold 
a new round of offshore auctions in May 2019, to which 
Iberdrola said it will submit plans for its East Anglia 3 array, 
with between 1.2 GW and 1.4 GW proposed.

For the meantime, the company has a EU pipeline that 
includes the 496-MW St Brieuc project in France, seen 
starting in 2023, the 486 MW Baltic Eagle array offshore 
Germany, also seen online in 2023 and the UK 714 MW East 
Anglia 1 project, which is on target to be online in 2020.

As part of its ongoing transition out of fossil fuels, the 
company also confirmed it is in negotiation to sell off its UK 
gas-fired generating assets and also its Spanish 
cogeneration assets “sooner rather than later” Sanchez said, 
adding that these were likely in the second half of the year.

The company operates 2 GW of gas-fired plants in the 
UK, which could fetch between €1.5 billion and €2 billion, 
according to Spanish financial daily El Economista while the 
Spanish cogeneration plants amount to 353 MW across 19 
plants that generated 641 GWh in the second quarter – 
equivalent to an 82% operating rate.

Iberdrola’s renewable generation in Spain increased 51% 
year on year in Q2 2018, according to company data, while 
nuclear output was down 16% year on year amid a series of 
outages, including an extended halt at 1.1-GW Vandellos 2, in 
which it holds a 28% stake.

SWEDEN

Overturingen wind farm financed
�� €270 million project operational end-2019
�� 29-year PPA with Norsk Hydro
�� Nordic wind going subsidy-free

The 235 MW Overturingen wind farm project in Sweden has 
reached financial close with a 29-year power purchase 
agreement with Norwegian aluminium maker Norsk Hydro, 
developer Green Investment Group (GIG) said July 19.

Construction of the €270 million project is expected to 
be completed by December 2019, after which the wind farm 
will supply Hydro with an unspecified fixed volume of 
energy a year.

The wind farm in the Vasternorrland region of central 
Sweden was developed by GIG (Macquarie) and Sweden 
forestry company SCA. GIG now takes over 100% ownership 
of the project.

“The demand for renewable energy is growing and 
we’re glad to contribute by more green electricity 
produced on SCA land,” SCA renewable energy chief 
Mikael Kallgren said.

The corporate PPA with Norsk Hydro “provides the 
secure revenues needed to finance renewable energy assets 
with less and less reliance on public subsidy,” Mark Dooley, 
global head of green energy for Macquarie Capital said.

The wind farm will comprise 56 x 4.2 MW Siemens 
Gamesa turbines. The supplier also has a 25-year operation 
and maintenance contract for the asset.

This is the second subsidy-free Swedish wind project to 
be backed by GIG in the space of a year, with construction 
underway on the 650 MW Markbygden 1 wind project in the 
north of the country.

According to recent media reports, China’s CGN plans to 
acquire a 75% stake in Markbygden, with the 1.8 GW third 
phase of the project having received an environmental 
permit last month.

Swedish wind power developers are forecast to add 2.5 
GW of new onshore wind capacity this year and next 
bringing total installed capacity above 9 GW, according to 
the Swedish wind lobby group’s latest quarterly report.

UNiTED KiNGDOM

FiT scheme to end March 31, 2019
�� Scheme has supported 6 GW
�� Flat rate fee ‘not aligned’ with policy
�� No alternative policy proposed

The UK government is to end support system for small-
scale renewables on March 31, 2019 with no policy 
proposed to replace it, according to a consultation 
published July 19 by the Department for Business, Energy 
and Industrial Strategy.



Power in euroPe Issue 779 / July 30, 2018

© 2018 s&P Global Platts, a division of s&P Global Inc. All rights reserved. 23

NEWS

The Feed-in Tariff scheme for sub-5 MW renewables 
has exceeded the government’s 2010 deployment 
projections, BEIS said, with 811,000 installations totaling 6.1 
GW as of March this year. Solar photovoltaics represented 
79% of this capacity and wind 12%.

The scheme pays a fixed rate per unit of electricity 
produced, ensuring the cost of installation is recouped over 
the lifetime of the generator. As the cost of renewables has 
fallen so the fixed-rate payment has fallen by up to 90%.

The flat-rate tariff no longer aligns with government 
policy, BEIS said, “given our desire to move towards fairer, 
cost reflective pricing and the continued drive to minimize 
support costs on consumers.”

Meanwhile BEIS has called for evidence on potential 
new policies for small-scale renewables.

It had committed to setting out policy on post-2019 
support for small-scale renewables over a year ago “but 
this has been repeatedly delayed, causing huge 
uncertainty for companies in the sector,” said industry 
association RenewableUK.

“Today’s confirmation that there will be no replacement 
for the Feed-in Tariff is a major blow,” said RenewableUK’s 
executive director Emma Pinchbeck, adding that the 
government had known the scheme would be closing for 
three years.

Small-scale renewables were a vital part of the local 
networks “that will be central to the UK’s future energy 
system,” Pinchbeck said.

The consultation is set to run to September 13.

SSE counts cost of dry, still, hot quarter
�� Renewable output down 20% on plan
�� Gas demand down 10%
�� Customers down 320,000

Below-forecast renewable output and domestic gas demand 
has cut £80 million from SSE’s Q1 2018-2019 target operating 
profit, the UK utility said July 19 in a trading update.

Meanwhile the utility continues to lose customers as the 
UK’s Big Six suppliers come under increasing pressure from 
new entrants and a looming cap on expensive default tariffs.

Hot, settled weather across the UK and Ireland in the 
three months to June 30 hit SSE’s hydro and wind 
production against plan, while reducing retail demand for 
gas and power. Gas-fired generation, by far SSE’s main 
source of electricity, was stable at 5.3 TWh for the period.

“In addition to dry, still and warm weather, the financial year 
so far has also been characterised by persistently high gas 
prices,” SSE said. This had further dampened consumption.

While Q1 2018/19 hydro output was higher than for Q1 
2017/18, this was mainly due to higher snow melt. Hydro 
output in both Q1 periods was below expected levels, with 
the latest quarter 20% lower than plan, SSE said.

Meanwhile below-average wind conditions for onshore 
and offshore assets saw output 15% below plan, it said.

And with UK temperatures 1.5 degrees centigrade 
warmer than the 30-year average in the three months to 

June 30, domestic gas demand was down around 10% 
on plan.

“This has negatively impacted on SSE’s adjusted 
operating profit in Q1-18/19 by around £80 million compared 
with plan, and this will potentially impact on its full year 
results,” the company said.

Customer numbers (GB, Ireland) fell year-on-year by 
320,000 to 7.45 million as of March 31, 2018.

Average supply per GB household fell 18 kWh to 775 
kWh (electricity) and one therm to 65 therms (gas) for the 
three months.

As of June 30, SSE said it had 2.28 million electricity 
accounts and 1.53 million gas accounts on Standard 
Variable Tariffs “which could be impacted by the 
Government’s proposed SVT cap.”

Energy regulator Ofgem is charged with designing the 
SVT cap, which is to take effect this winter and be in place 
until 2023, following passage through Parliament Wednesday 
of the Domestic Gas and Electricity (Tariff Cap) Bill.

The cap will cut the amount consumers have been 
overpaying the Big Six energy suppliers, which the 
Competition and Markets Authority found to be an average 
of £1.4 billion a year.

Some consumers could save up to £350 a year on gas 
and electricity bills by switching supplier, the Department of 
Business, Energy and Industrial Strategy said Thursday.

Ongoing investment in new capacity should see the 
228 MW Stronelairg onshore wind farm enter operation 
next year, while the 588 MW Beatrice offshore wind farm 
(SSE share 40%) has all 84 foundations installed as well as 
two turbines. First power is due this month with 
completion in 2019.

Finally the £1.1 billion Caithness-Moray transmission link 
remains on track for delivery end-2018. This SSE Networks 
project will make it possible for onshore wind projects on 
Shetland, Orkney and the north of Scotland to export to 
load centers south. And for remote island projects, it will 
allow them to compete for upcoming Contracts for 
Difference support.

BEiS targets 2GW/yr offshore growth
�� May 2019 set for next CfD auction
�� To deliver up to 16 GW of offshore capacity
�� Onshore wind announcement awaited

The UK government has confirmed subsidies up to £557 
million/year will be made available for Contract for 
Difference auctions to be held in May 2019 and every two 

SSE: GENERATION PERFORMANCE (GWh)
 Three months to Three months to 
 30-Jun-2018 30-Jun-2017
Conventional hydro  535 427
Pumped storage  48 61
Onshore wind 766 854
Offshore wind  213 254
Gas- and oil-fired (incl. CHP)  5,313 5,350
Coal-fired  201 0

Source: SSE
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years thereafter, the Department of Business, Energy and 
Industrial Strategy said July 23.

The auctions could deliver up to 16 GW of new offshore 
wind capacity through the 2020s, more than doubling the 
UK’s current capacity (7 GW installed and 7 GW in 
construction) to 30 GW by 2030, industry association 
RenewableUK said.

Some 16 GW of new offshore wind capacity would 
generate 67 TWh using the government’s latest 47.7% load 
factor. Total UK electricity generation in 2017 was 338 TWh.

The announcement relates to “less established 
technologies” of offshore wind and (for the first time) 
remote island onshore wind, as well as advanced 
conversion technologies, anaerobic digestion, wave, tidal 
and biomass cogeneration projects.

An announcement on a separate auction funding the 
established technologies of onshore wind and solar is 
anticipated, with Energy and Clean Growth Minister Claire 
Perry having said earlier this year her department was 
working on re-introducing subsidies where projects 
enjoyed public support, notably in Scotland, Wales and 
Northern Ireland.

The current Conservative government made a 
manifesto pledge in 2015 not to support new onshore wind 
farms, with opposition focused in English Conservative 
constituencies.

Today wind power provides 15% of the UK’s electricity, 
helping the government meet its overall renewable 
electricity target of 30% of the power mix by 2030 ahead 
of time.

Monday’s announced schedule will see the next CfD 
auction held in May 2019, followed by another in 2021 and 
then auctions around every two years.

Depending on the price achieved, the auctions would 
deliver between 1 GW and 2 GW of offshore wind a year in 
the 2020s, BEIS said. The last CfD auction covered projects 
delivering up to 2022/23.

CfDs are the UK’s main mechanism for supporting new 
renewables. The 15-year contracts are awarded in 
competitive auctions, with the lowest price bids successful.

The process saw offshore wind costs halve in under 
three years, a second auction in September 2017 clearing at 

£57.50/MWh (2012 prices) for two projects (2.3 GW) versus a 
clearing price range of £114-119/MWh in the first auction in 
February 2015 for two projects (1.16 GW).

At the launch of the Clean Growth Strategy in October 
2017 the government confirmed up to £557 million 
(2011/12 prices) of annual support would be available for 
further CfDs.

In December 2017 it consulted on allowing onshore wind 
projects on remote islands such as Orkney and Shetland to 
compete alongside other less established technologies.

Remote island wind projects have significantly 
higher transmission costs than normal onshore wind 
projects, but also have potential for greater scale and 
higher load factors.

More than 750 MW of wind projects with planning 
consent on remote UK islands could be eligible for the next 
CfD auction.

isles of Scilly test low-carbon system
�� PV, batteries to reduce fossil exposure
�� Projected 40% cut in power bills
�� Cloud-based supply/demand management

An EU-backed energy project on the Isles of Scilly off the 
southwestern coast of Britain aims to reduce the islands’ 
high level of fuel poverty using a mix of solar, battery 
storage, smart heat and cloud-based energy management, 
participants said July 24.

The £10.8 million Smart Energy Islands project is part 
of a larger program to cut the islands’ electricity bills by 
40% by 2025, meet 40% of energy demand through 
renewables and sustain a vehicle fleet that is 40% electric 
or low-carbon.

And with £8.6 million of project funding from the EU’s 
Regional Development Fund, it is seen as a test case for 
any sustainable, distributed island-based system that 
reduces reliance on imported fossil fuels.

The Isles of Scilly, 28 miles off Lands End, Cornwall, 
have no gas supply and rely heavily on imported fossil fuels, 
diesel generators and a single 33-kV undersea cable to 
Western Power Distribution’s Cornish network.

Uk: OFFSHORE WIND SNAPSHOT
Project MW Status/strike price (£/MWh)
Walney Extension 659 Construction, CfD secured/150.00
Beatrice 558 Construction, CfD secured/140.00
Hornsea Project 1 1,218 Construction, CfD secured/140.00
East Anglia 1 714 Construction, CfD secured/119.89
Neart na Gaoithe 448 CfD secured/114.39
Triton Knoll 860 CfD secured/74.75
Hornsea Project 2  1,386 CfD secured/57.50
Moray Firth East 950 CfD secured/57.50
Inch Cape  Up to 700  Consented, CfD eligible
Dogger Bank Creyke Beck A  Up to 1,200  Consented, CfD eligible
Dogger Bank Creyke Beck B  Up to 1,200  Consented, CfD eligible
Dogger Bank Teeside A  Up to 1,200  Consented, CfD eligible
Sofia  Up to 1,200  Consented, CfD eligible
Firth of Forth 1—Alpha & Bravo  1,050 Consented, CfD eligible
East Anglia Three  1,200 Consented, CfD eligible

Source: DECC, BEIS, RenewableUK
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High fuel costs and homes with inefficient heating 
systems mean 15.5% of households are in fuel poverty. The 
average in England is 11.1%.

Hitachi Europe is leading the project, installing its 
Internet of Things platform to balance supply and demand. 
UK companies Moixa (smart batteries) and PassivSystems 
(cloud-based energy management) are supplying 
technology and know-how.

Some 450 kW of solar panels are to be installed on the 
roofs of more than 70 council houses, on the islands’ fire 
station, recycling facility and desalination plant, with plans 
for a solar garden by the airport. In all, this should double 
the islands’ renewables capacity.

Moixa is to install 43.8 kWh of smart batteries, with 10 
smart homes piloting different mixes of low-carbon 
technologies, including air source heat pumps and smart 
water heaters.

PassivSystems is to fit its home energy management 
system to 100 homes, forecasting demand and managing 
the batteries, heat pumps and water heaters.

Moixa will also use an electric van and charging point to 
pilot a vehicle-to-grid system.

“Learning algorithms will ensure that the vehicle’s 
battery is maintained at a state of charge which will allow it 
to support the islands’ energy system when it is not being 
used by the Council of the Isles of Scilly’s operations and 
maintenance team,” Moixa said.

Installation of the project is due to complete in 
November. A not-for-profit company will then sell power 
generated by the solar panels and recycle the income to 
reduce electricity bills for all 2,200 islanders through an 
Isles of Scilly energy tariff.

The project is the first is a series of interconnected 
projects delivered by the Smart Islands Partnership, 
comprising the Council of the Isles of Scilly, the Duchy of 
Cornwall, Hitachi Europe, the Islands’ Partnership and 
Tresco Estate.

Drax hit by H1, 2018 biomass outages
�� H2 outlook bullish on price, availability
�� Pellet production in the black
�� 2019 power selling at £47.9/MWh

Two unplanned outages at Drax power station during the 
first half of 2018 saw generation earnings fall 36% year-on-
year to £88 million, the generator said July 24.

Production of 8.9 TWh was down from H1, 2017’s 10.7 
TWh, mainly due to a fire at the Selby, North Yorkshire 
power station’s biomass unloading unit at the end of 2017.

This hit biomass generation on two ROC-supported 
660 MW units in early January 2018, followed by second 
outage in February, again at one of the ROC units, that 
lasted into March.

Two of Drax’s three biomass units earn 1 Renewable 
Obligation Certificate per MWh produced, in addition to 
the wholesale price. ROCs are currently valued at around 
£50/MWh.

Flexible output from Drax’s remaining two coal-fired 
units helped offset some losses, the company said, but 
“the market for coal generation remains challenging with 
weak margins for forward power sales,” with the coal units 
operating only in the short-term markets.

Fixed price power sales for 2018 amounted to 17.4 TWh 
as at July 16, at an average price of £45.1/MWh.

Some 9.4 TWh had been sold at fixed prices for 2019 at 
£47.9/MWh. For 2020, 3.5 TWh had been sold at £44.3/MWh.

Revenue from system support and flexibility was 
sharply down for the period, from £48 million for H1, 2017 to 
£36 million for H1, 2018. This includes earnings from trading 
optimization, the balancing market, ancillary services and 
use of cheap off-specification coals.

Drax said earnings would accelerate into H2, 2018 on 
better biomass unit availability since April, rising UK power 
prices and the start of new capacity payments for coal 
from October.

Furthermore, conversion of a fourth biomass unit in 
late summer would support flexible generation at times of 
peak demand “with higher achieved margins” foreseen 
this winter.

Meanwhile commissioning of a third biomass pellet 
plant in the US, LaSalle Bioenergy, is ahead of plan, with full 
capacity expected in Q1, 2019.

Pellet production reached 0.7 million mt for the half 
year, up 80% from 0.4 million mt in H1 2017. EBITDA in this 
area of the business was £10 million, compared to a loss of 
£4 million in H1, 2017.

The company remained “on track” with its gas-fired 
development options, with plans accepted for review in 
June to repower its remaining coal units to 3.6 GW of 
combined cycle gas plant.

CCGT conversion was timed for completion in line with 
the UK’s 2025 coal phase-out deadline, but reliant on 
winning 15-year capacity agreements, Drax said.

Meanwhile the generator would bid in February next 
year for capacity agreements for two of its four new open 
cycle gas turbine projects.

Two of the 299 MW units (at Hirwaun in South Wales and 
Eye in Norfolk) have permits to proceed, but need 15-year 
agreements before a final investment decision can be 
taken, Drax said.

The two units, now expected to cost between £80-90 
million each down from around £100 million, were pulled 
from previous auctions as clearing prices dropped below 
Drax’s required level.

Planning applications had been accepted for the 
third and fourth units at Rookery South Pit and Abergelli, 
Drax said.

DRAX: CONTRACTED POWER SALES
 2018 2019 2020
Power sales (TWh) 17.5 10.0 4.1
— Fixed price power sales (TWh) 17.4 9.4 3.5
At an average achieved price (£/MWh) 45.1 47.9 44.3
— Gas hedges (TWh) 0.1 0.6 0.6
At an achieved price (p/th) -25.1 32.0 46.4

Source: Drax
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KEY COMMODITY IMPACTS OF EUROPE’S HEATWAVE

Source: S&P Global Platts, Custom Weather, Nord Pool
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Scottish doldrums for SSE – 
hydro 20% down on plan, 
wind 15% down, 
gas demand 10% down

River-based nuclear plants 
facing cooling water
restrictions 

Norwegian hydro reservoir levels 
15% below long-term median 
after record summer heat 

Cross border power �ows switch 
as Nord Pool prices hit 
Eur54/MWh 

Rhine river sinks to 110 cm 
at Kaub, adding premium 
to coal deliveries  

Oil product barge shipping 
stymied due to low Rhine levels. 
Barge rates soar to 
18-month high

Wind production down 20%, 
thermal gap opens, gas/coal 
run times up 

Fears for gas storage injection rates 
as gas-for-power demand ramps up 

Balkan run-of-river hydro output 
falling week on week 

With the rapeseed harvest 
expected to be lower, rapeseed 
oil prices are rising, eating into 
biodiesel production margins 

Russian gas �ows through 
Ukraine, Poland maxed out 
amid Nord Stream outage 

Russia’s benchmark wheat prices 
are homing in on a 40-month 
high as yields plummet on the 
prolonged drought

A prolonged and stubborn high pressure system has, for months,  seen Europe su�er record-breaking temperatures, low rainfall, a lack of wind and 
severe spot storms. Record temperatures have been recorded in a number of European countries. Germany, Finland, Denmark, the UK and Croatia all 
reported the warmest May in at least a century. With no sign of the weather patterns returning to seasonal norms any time soon, below is a graphic 
showing the main impact on energy and agriculture from the hot weather.
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533 GWh: UK weekly solar 
records tumble in June
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POWER MARKET COMMENTARy

The heatwave has kept German spot and near-curve power 
prices in bullish mood through late July. August base 
reached a six-year high of €54.52/MWh July 26, while the 
spot base climbed to a year-to-date high of €58.41/MWh 
that day, EEX and EPEX data showed.

A combination of low wind, low water levels, low Nordic 
hydro and rising thermal plant output have pulled the 
contracts up, with German exports north to hydro-strapped 
Scandinavia unusually strong for the time of year. Now with 
the hot, dry spell seeping into August, prices remain strong 
despite some improvement in wind generation in the mix. 
Wind generation was at just 6% week 30, ensuring 
continuation of a strong rebound in thermal power since 
June. Improving coal- and gas-fired generation spreads 
supported the trend. 

Meanwhile the far end of the curve has a more relaxed look 
to it, Cal-19 base on EEX settling at €44.41 July 26, down 
from €45.46/MWh July 11. Coal prices, which saw multi-year 
highs for the front-year above $92/mt two weeks ago, have 
eased to $86/mt by July 26. EU carbon allowances, another 
big driver for German power, closed at €17.39/mt July 23, a 
seven year high.

Finally, river temperatures are now coming into play. On 
July 27 in Switzerland, Muehleberg nuclear plant announced 
it had reduced production by more than 10% because of the 
record river temperatures.

France
The prolonged heatwave sent French prices soaring to 
multi-month highs. Day-ahead rose to €60.03/MWh late 
July, its highest since March 22. DA was averaging €51/MWh 
through July, vs a Q1 2018 average of €44.45/MWh, and a 
March 2018 average of €48.40/MWh when much of Europe 
was battling the Beast from the East freeze.

Front-month August rose to a year-to-date high of €54.86/
MWh July 24, the highest since the contract was valued at 
€58.11/MWh December 28, 2017. 

System operator RTE said peak power demand surged to a 
high of 57.8 GW July 26. The high temperatures resulted in 
some nuclear plants restricting production. EDF warned of 
short output cuts at its Bugey and Saint Alban plants on the 
Rhone starting July 28.

Then, towards the end of working week 30, prompt 
contracts began to tumble amid lower summer holiday 
demand. Baseload power for Week-31 delivery, which had 
rocketed to €57.50/MWh earlier this week, erased around 
€6 in value by July 27.

Heatwave run shrugs off August demand lull
Spain
Spanish near term prices were set to climb higher with the 
heatwave forecast to run to mid-August amid reduced wind 
and peaked hydro. 

Meanwhile the forward curve eased in late July on losses 
posted by generating fuels and carbon. Spot prices for 
July 26 delivery hit a near-eight month high at €66.02/
MWh, as nuclear output remained at 6 GW due to an 
extended outage at Vandellos 2, and wind availability sunk 
below 1 GW. 

Prices could see further gains in Week 31 as the heatwave 
begins and wind output remains week, with the return of 
Vandellos 2 playing a key role of how big the thermal gap 
would be if its return continues to be delayed. Conventional 
generation has been on the rise, gas for power demand 
July 26 hitting a four-week high. 

As fuels and carbon continued to rise into July 25, curve 
prices in Spain hit record levels. The Cal 19 contract settled 
on OMIP at €56.50/MWh July 25, the highest close for year-
ahead since late 2008. Finally the Q4 2018 contract edged 
higher to €67.75/MWh, the highest front-quarter contract 
since October 14, 2008, according to S&P Global Platts data.

United Kingdom
The UK has seen no respite from the ongoing heatwave into 
late July, with temperatures 6 degrees Celsius above 
seasonal normal and end-user demand in July to date rising 
0.5 GW year on year after two consecutive months of 
record lows. High temperatures have been compounded by 
dry weather (hydro output is some 50% lower YoY at only 
0.1 GW) and low wind, with the latter supporting day-ahead 
power prices and lifting fuel spreads. 

Day-ahead baseload clean dark spreads rose to their 
highest level in almost two months last July to minus £1.9/
MWh, with coal-fire power hitting its highest intraday level 
(1.4 GW) since early-May. Wind power was seen picking up 
late in the month, while the UK has been exporting via 
BritNed in some hours as the DA baseload spread between 
the two markets moved to negative July 25. 

Meanwhile August 2018 UK-FR baseload spreads narrowed 
£4.9/MWh week on week as French prices were seen 
supported by heatwave forecasts amid nuclear constraints 
and a tight NW European balance, reflecting lower Belgian 
nuclear, bullish Nordic markets and lower hydro.

Platts European Power Team
Tel: +44 (0)207 176 6174
E-mail: power@spglobal.com
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PRiCES, SPREADS AND AUCTiON RESUlTS

FORTNIgHT VIEW: YEAR-AHEAD BASE PRICES (€/MWh)
 Low High Close Change (%)
UK 61.26 62.95 62.51 0.06 ▲

Germany 43.68 45.71 44.66 -1.69 ▼
Netherlands 47.90 49.73 49.05 -1.19 ▼
Belgium 50.12 51.68 50.73 -1.28 ▼
France 48.43 50.44 49.35 -1.30 ▼
Spain 54.82 56.50 56.43 -0.12 ▼
Italy 58.88 60.48 59.90 -0.75 ▼

Note: ‘Low/High’ indicates lowest and highest daily market-on-close assessment/
price over the two weeks to 26JUL18. ‘Close’ indicates market-on-close assessment 
on 26-JUL-18. ‘% Change’ refers to the two-week period to 26JUL18.

Source: S&P Global Platts, EEX, ICE, OMIP

Source: EEX
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CROSS BORDER MA AUCTIONS FOR AUGUST DELIVERY
Border Allocated capacity Clearing price 
 (MW) (€/MWh)
FR-BE 302 5.05
FR-ES 230 12.71
FR-DE 350 1.92
FR-CH 200 0.88
DE-FR 400 1.31
DE-NL 540 2.80
DE-CH 275 0.68
BE-NL 312 1.06
IT-GR 400 2.05
GR-IT 400 4.56
Source: JAO, BritNed, National Grid, RTE, Moyle

FR-ES

FR-GB

FR-DE

DE-NL

AT-IT AT-HU

FR-IT

Great Britain

Month ahead:
Quarter ahead:
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Month ahead:
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Quarter ahead:
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Quarter ahead:

Netherlands

Month ahead:
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64.36
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57.25
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51.34
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64.50
68.1364.25

67.20

52.08
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Full price coupling

Interconnector

Source: S&P Global Platts, ICE, EEX, OMIP, JAO, RTE, National Grid
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CEE POWER MARKET COMMENTARy

Hungarian prompt creeps higher
Day-ahead power prices in Hungary crept higher again in 
weeks 29-30, mostly tracking German prices amid stable 
domestic supply and demand conditions. Day-ahead base on 
the HUPX exchange hovered in the €50-€55/MWh range in 
week 29, little changed from the week before. It then shifted 
higher into the €55-€60/MWh range in week 30, closing near 
€56/MWh. The difference to German prompt was minimal 
throughout, rarely exceeding €2/MWh. Temperatures were 
stable (and hot) in week 29, and increased slightly further in 
week 30. However, domestic power demand dropped 
minimally in both weeks, possibly as a result of lower 
industrial use amid the summer holiday season. Domestic 
generation was generally strong, with weekly net imports 
registering one of the lowest values in the past year, meeting 
25% of demand in both weeks. Futures prices on the HUDEX 
exchange were mixed but on the whole little changed in 
weeks 29-30. Month-ahead base mostly seesawed near €56/
MWh, and rose briefly near €58/MWh before retreating to 
€56.5/MWh, an increase of €1/MWh from a week earlier. The 
premium to German month-ahead prices shrank further, 
from more than €6/MWh to less than €4/MWh. Quarter-
ahead base closed just above €58/MWh after volatile 
trading, slightly lower than two weeks earlier. Year-ahead 
base also lacked clear direction, averaging €51/MWh in week 
29 and then rising slightly in week 30. The gap over German 
Cal 19 quotes narrowed slightly further, to around €6.5/MWh.

Czech DA corrects, futures climb
Czech day-ahead prices retreated from recent highs while 
futures on Power Exchange Central Europe (PXE) continued to 
advance after a mid-month dip. Cal 19 base advanced to 
€46.34/MWh July 25, continuing a run since July 17. Q4 base 
stood at €53.68/MWh July 25, with year-ahead and quarterly 
prices now slightly shy of record highs set at the start of the 
month. Day-ahead prices on the OTE market fell for the second 
session in a row July 26 with prices down across the board 
by around 5%. Baseload dropped to €52.60/MWh, peak to 
€55.99/MWh and offpeak to €49.22/MWh. Base DA had 
climbed to €58.22/MWh July 25 with peak prices at €61.81/
MWh. There were reduced volumes of cross border day-
ahead flows between the Czech and Slovak markets at the 
end of the month. Flows from Slovakia to the Czech Republic 
predominated in the third week, peaking at almost 16,000 MW 
July 20. The normal premium of Slovak DA prices on the Slovak 
OKTE market narrowed to around €1/MWh July 26/27 with 
baseload and peak prices matching Czech OTE prices July 25. 
Temelin-2 (1026 MW) is now on a scheduled outage to August 
31. All CEZ’s other nuclear units are functioning. Dukovany-4 
(469 MW) is due to close between August 31 and November 11, 
with a scheduled outage at Dukovany-3 to start November 23.

— Balazs Szladek, Chris Johnstone, Adam Easton

Polish year-ahead power prices in week 30 reached the 
highest ever level on the Polish Power Exchange (TGE) on 
strong fuel and carbon prices.

The Cal-19 contract traded at Zloty 225.95/MWh ($61.67/
MWh) July 26, down from a high of Zloty 227/MWh July 24 
but up 1% from Zloty 223.84/MWh July 19 thanks to stronger 
demand, record EUA prices and some hedging, one trader 
said. Prices for the Cal 19 contract have risen 36% year on 
year driven by a 14% rise in coal prices and a 200% jump in 
carbon prices. Spot prices were slightly stronger in week 
30, averaging Zloty 234.24/MWh July 26, up 2% from Zloty 
229.65/MWh due to stronger power prices in the region, 
higher temperatures and wind generation below 1 GWh all 
week. The average temperature in Warsaw was three 
degrees hotter than normal July 26, and forecast to rise into 
early August. Prices for August rose to July 24, reaching 
Zloty 251.00/MWh before falling back to Zloty 242.88/MWh 
July 26. The price check was caused by an announcement 
that the outage on the NordBalt line was to be delayed by 
two weeks from August 1 to August 16, a trader said. Poland 
has been importing electricity from Germany, Sweden and 
Lithuania during peakload and exporting during off peak 
hours due to the stronger regional power prices.

Polish yA hits all-time high
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THE BARREl
The Platts blog that spans the 
commodities spectrum
Read and respond to posts from Platts editors and analysts 
on issues affecting a wide range of the world’s energy, 
petchem, and agriculture resources.

Oil, Natural Gas, Electricity and Coal, Steel and Metals, 
Petrochemicals, Biofuels and Agriculture, Renewables

…as well as commentary, analysis and observations on 
everything from global politics, to market dynamics. The Barrel 
strives to be the world’s most complete commodities blog, and 
its comment section is always open for your thoughts.

Visit http://blogs.platts.com/ now!

FEEDSTOCK COMPARiSONS

Gas
Nord Stream maintenance has driven a 100 mcm/d 
reduction in Russian flows to northwest Europe and kept 
day-ahead prices well supported, according to S&P 
Global Platts Analytics July 26.

“With little supply response, we have seen NWE 
injections (particularly in DE and NL) reduce by almost 
50% from early July highs,” it said. European hubs 
remained supported by the pan-European heatwave and a 
week on week strengthening in global LNG prices. 
Ongoing maintenance coupled with increasing CCGT 
demand on the back of unusually high temperatures 
pushed prompt contracts higher. Dutch TTF day-ahead 
averaged €22.30/MWh in the week to July 26, up 11 euro 
cents on week, with the spread to the UK’s NBP hub 
broadly flat at 10 euro cents per MWh. 

A number of UKCS outages at Bacton and Barrow 
resulted in UKCS production dropping 5 mcm/d week 
on week to average 99 mcm/d. Italy’s PSV hub 
meanwhile was at a €2.19/MWh DA premium to the TTF, 
with power station demand up to 79 mcm/d ahead of 
the August lull. 

Spain’s PVB hub was at a €3.26/MWh DA premium 
to the TTF, with a small increase in CCGT demand in 
late July.

Coal
S&P Global Platts assessed spot coal into northwest 
European ports July 26 at $96.75/mt, down $3.25 on the 
day, and down from $102.95/mt July 12.

Traders said Russian coals remained the best offered 
into Amsterdam, Rotterdam and Antwerp, with rumors of 
some utilities looking to sell unwanted cargoes. “Russians 
don’t want to dilute the premiums,” said a European utility 
trader, who added sellers were looking to send material into 
Mediterranean markets in order to maintain premiums to 
other European coals. 

Despite sentiment of lower price expectations in the 
Atlantic, the current heat wave in Europe should lend 
some support owing to higher than average power 
demand, a source said. A second utility trader said 
healthy supply of Russian coal meant it was currently the 
default material for nominations into the northwest 
European market. “If you now lift an offer and you wonder 
what you’re going to get, you’re probably going to get 
Russian coal,” he said. 

CIF ARA thermal coal futures showed a continued low 
level of activity with a lack of defining fundamentals 
shaping the curve. The Cal-19 contract opened 25 cents 
lower at $86.75/mt July 26, reaching an intraday low of 
$85.70/mt, last trading at $86/mt. That day Platts 
assessed the Q4-18 contract at $92.10/mt, with the Cal-19 
contract at $86/mt.

Uk NBP GAS FOR JULY 26 (pence/th)

Bal Month Jul 57.30 – 57.50

August  57.65 – 57.85
September 58.30 – 58.50
October 58.70 – 58.90
November 63.38 – 63.58
Q4 2018 62.65 – 62.85
Q1 2019 65.35 – 65.55
Q2 2019 52.83 – 53.03
Q3 2019 50.03 – 50.23
Oct 2018 1 yr 57.73 – 57.93

Source: Platts European Gas Daily

FUEL OIL FOR JULY 26 ($/mt)

Northwest Europe (1% cargoes)

Spot (1%) 435.25 – 435.75
August (1%) 432.75 – 433.25
September (1%) 429.00 – 429.50
Q4 18 (1%) 421.75 – 422.25

Source: Platts Global Alert; spot= 5-15 days ahead of publication

STEAM COAL PRICES ($/mt)

 Price

July 26

CIF ARA 96.75
FOB Richards Bay netback 96.70
FOB Kalimantan 82.00
FOB Newcastle 123.00
NEAT Coal Index 88.13

July 20

FOB Colombia 94.25
Russia Pacific 122.00

Notes: Price bases: CIF ARA 6,000 kcal/kg NAR, max sulf 1%; Richards Bay 6,000 kcal/
kg NAR, max sulf 1%; Kalimantan 5,900 kcal/kg GAR, max sulf 1%; Newcastle 6,300 
kcal/kg GAR, max sulf 0.75%; NEAT Coal Index 5,750 kcal/kg NAR, max sulf 1%; FOB 
Colombia 6,000 kcal/kg NAR, max sulf 0.8%; Russia Pacific 6,300 kcal/kg GAR, max 
sulf 0.4%.

Source: Platts Coal Trader International

DATA
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EUROPEaN POWER DaILY
European Power Daily’s uniquely comprehensive package of news 
and pricing information, provides you with daily updates on new 
policies, projects, power deals, acquisitions, regulatory decisions 
and evolving trading markets in Europe. It also produces market 
assessments for the UK, Germany, Switzerland, France, The 
Netherlands, Belgium, Spain and Italy.

Whether you are an energy executive, trader, broker or investor, 
European Power Daily will help you make more profitable decisions 
by delivering only the most pertinent details on market conditions.

www.europeanpowerdaily.platts.com

EUROPEAN ExCHANGE AND POOl PRiCES

EPEX SPOT GERMANY/AUSTRIA/LUXEMBOURG 
JUNE 27, 2018 � JULY 27, 2018

Source: EEX
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NASDAQ OMX ELSPOT DAILY SYSTEM PRICE
JUNE 27, 2018 � JULY 27, 2018
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APX NETHERLANDS WEIGHTED AVERAGE PRICES
JUNE 27, 2018 � JULY 27, 2018

Source: APX
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EPEX SPOT FRANCE PRICES AND VOLUMES
JUNE 27, 2018 � JULY 27, 2018

Source: EPEX
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SPANISH FINAL POOL 
JUNE 27, 2018 � JULY 27, 2018

Source: Omel
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