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 KEY CONSIDERATIONS 

During the last decade the Spanish government has presented different plans to increase 
the production of renewable energies. In January 2021 the first auction under the new plan 
took place and Spain achieved new records lows for wind and photovoltaic energy. 

 Spain has successfully assigned 3000 MW of renewable energies in the first contract for difference 
auction that took place in the country. The offers exceeded the auctioned power by more than 
3 times. 

 This type of contracts allows the project arrangers to significantly reduce their exposure to 
regulatory risk as the energy prices are set for at least 12 years. 

 We consider that, regardless of the positive developments, the objectives set in the “Plan Nacional 
Integrado de Energía y Clima 2021 - 2030” (PNIEC 2021-2030) for wind and photovoltaic energy 
seem hard to achieve. 
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 I WHAT HAS CHANGED IN THE SPANISH 
RENEWABLES MARKET? 

Spain has historically been one of Europe’s lowest cost generators of certain 
types of renewable energies. After the first auction under the new REER (Régimen 
Económico de Energías Renovables) the electricity generation prices in the 
country have reached record lows, and could thus compete with traditional 
electricity generation prices.  

Following the Real Decreto-Ley 23/2020 Spain established a new regime - the so called 
REER, which was created to achieve the following objectives: 

- To accomplish the international environmental objectives set out in the Paris 2016 
agreement, also supported by the “Plan Nacional Integrado de Energía y Clima 
2021 - 2030”. 

- To facilitate the financing of new projects by mitigating the “price cannibalisation” that 
could happen in the case of an excess of renewable energy. 

- To enable end consumers to benefit from the cheaper production costs of electrical 
energy coming from renewable sources. 

- To provide industry stakeholders with a calendar that could allow them to better 
forecast future cashflows while avoiding prolonged periods of low cashflow. Thereby 
providing extra certainty to the market. 

- To boost the green economy and reactivate the Spanish economy. 

One of the differences between the new program and the previous two is the auction type. 
Auctions are carried out on a contract for difference (CFD) basis, meaning that the 
government will ensure a minimum price for the power generated by the project. 
Previously, under the 2013 and 2016/2017 regimes, an “optimal” return level was chosen. 
These “optimal returns” could be modified by the government unilaterally after a certain 
period (6 years for the 2013 round of projects), increasing regulatory risk for the 
participants. 

Under the REER, prices are stablished for at least a 12-year period therefore decreasing the 
abovementioned risk. On the other hand, projects with longer lives may be exposed to a 
longer non-regulated period, therefore taking a higher degree of market risk. We consider 
this as an important factor for projects when bidding for the most recent REER auction. 
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 II THE FIRST REER AUCTION 

Took place in January 2021 and was considered a resounding success. A total of 
3,000 MW was auctioned, of which 1,000 MW was reserved for photovoltaic 
technology and another 1,000 MW for wind technology. The remaining 1,000 MV 
was auctioned regardless of the technology used behind the projects. 

A total of 84 agents participated, submitting offers for 9,700 MW, exceeding the auctioned 
power by more than 3 times. Finally, total capacity of 3,034 MW was awarded to 32 winners, 
of which 2,036 MW corresponds to photovoltaic technology and 998 MW to wind 
technology. 

One important point to highlight is the similar weighted average price between 
photovoltaic and wind energy in Spain. 

Technology 
Weighted Average 

Price €/MWh 
Minimum Awarded 

Price €/MWh 
Maximum Awarded 

Price €/MWh 

Photovoltaic 24.47 14.89 28.90 

Wind 25.31 20.00 28.89 

With countries in the EU having trouble assigning the total auctioned volume to wind 
energy producers, Spain managed to have an oversubscribed auction. In Germany, for 
example, the Bundesverband WindEnergie reported in December 2020 that their latest 
auction could only assign around 70% of the total 3860 MW that were tendered. The 
resulting average price was over 50€/MWh, which represents double the weighted 
average price observed in the latest auction in Spain. Regardless of the recent cost 
decrease for wind energy in Germany, administrative burdens remain the reason for the 
lack of participation in the auctions. 
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 III IS THE CFD BASIS THEN THE PERFECT 
SOLUTION FOR SPANISH RENEWABLES 
MARKET? 

We consider that this type of contract presents distinct advantages in 
mitigating regulatory, price, liquidity and production risk, but, given the limited 
life of the contracts, some projects will not have a “guaranteed” minimum 
return. In previous auctions (2013 and 2016/2017) the project return was the key 
component while now the project return will depend fully on the strike price that 
project arrangers quoted on the auction and the volume of energy that the 
projects are able to generate. 

The projects under the REER will be able to gain market exposure under the following cases: 

- Once they have delivered the minimum required capacity and decide to leave the REER. 

- Once they have delivered the maximum allowed capacity. 

- Once the legal REER period has expired. 

- If the project managers decide to go out of the REER paying the fine of 6€/MWh for the 
power that was not delivered. 

We consider that the future market exposure was an important factor that the project 
arrangers considered when choosing their strike prices. In our view, debt instruments 
backed by the future cashflows of these projects could potentially gain a higher exposure 
to market prices if the principal value of the bond is repaid later in the life of the project 
once they have finished the REER period. Nevertheless, debt also could be repaid during 
the REER period for a more conservative debt profile. 
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 IV WHAT HAS CHANGED FROM THE 
PREVIOUS AUCTION PROGRAMS? 

For the new REER projects in 2021, given that the auction sets the price that the 
projects are ready to accept for their energy, the exposure to generation risk is 
higher with a lower exposure to prices as it is fully covered by the previously 
described “contract for difference” system. We consider regulatory risk to be low 
as the strike price is set in the auction and no further reviews are expected. 

It is important to understand the previous system the “Regimen retributivo específico” that 
operated for the previous auctions that took place in Spain. In 2013 the first batch of 
projects received income from the system based on the assumption that a “realistic fair 
return” existed. This fair return was calculated based on the initial investment (Rinv) and 
the operational return (Ro), with other parameters also taken into account, such as: 
regulatory life of the project, minimum hours of functioning, market ceiling and floor prices, 
type of project, average annual price of the intraday and daily market. The main 
regulatory risk arising from this batch of projects was that the Spanish government would 
recalculate the Rinv every 6 years with a 3 years mid-term review. 

At the same time, the way of calculating this return makes these projects resilient to other 
risks, such as price risk or volume production risk, as their real exposure to the market is 
low. Liquidity risk nevertheless may arise as the subsidy comes with “a lag”, so in the event 
of market prices remaining low for a long period this risk could become relevant. 
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 V. THE 2030 RENEWABLES OBJECTIVES 
IN SPAIN 

Spain has historically been one Europe´s lowest cost generators of certain types 
of renewable energies. After the first auction under the new REER (Régimen 
Económico de Energías Renovables) the electricity generation prices in the 
country have reached records lows, and could thus compete with traditional 
electricity generation prices. 

Under the “Plan Nacional Integrado de Energía y Clima 2021 - 2030” (PNIEC 2021-2030) the 
Spanish government has set the following objectives for renewables: 

- A 21% reduction in greenhouse gas emissions compared to the 1990 level. At the end of 
2020 Spain was 11 percentage points below that reference. 

- To reach 42% of renewable energies accounting the final energy consumption of the 
country. In the case of electricity generation, renewables will represent 74% by 2030. 

- The country's energy efficiency is expected to improve by 39.6% (from the 2017 level) 
following the government´s assumption of an annual 3.5% increase. This goal was fixed 
using the European PRIMES model which shows that in 2030 the consumption of primary 
energy will be 98,5 Mtep. 

The plan forecasts that for the year 2030 there will be a total installed power capacity in 
the electricity sector of 161 GW, of which 50 GW will be wind energy; 39 GW solar 
photovoltaic; 27 GW combined cycles gas; 16 GW hydraulic; 9.5 GW pumping; 7 GW solar 
thermoelectric; and 3 GW nuclear, as well as minor capabilities of other technologies. 

The table below shows the breakdown of projected electric generation split among the 
different sources. We believe that, in particular, wind and photovoltaic objectives will be 
hard to achieve if the only source of growth is the auction capacity presented in the REER 
calendar. 

Electricity Generation Split in the Objective Scenario under the PNIEC 

(MW) 2015 2020 2025 2030 

Wind Energy 22,925 28,033 40,633 50,333 

Photovoltaic Solar Energy 4,854 9,071 21,713 39,181 

Photovoltaic Thermal 2,300 2,303 4,803 7,303 

Other 21,028 20,957 22,354 25,862 

Total 107,173 111,829 133,802 160,837 

% of Renewables 47.69% 53.98% 66.89% 76.28% 
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ARC views the current movements of the Spanish government as credit positive for the 
renewable energy sector in Spain, newer projects enjoy less exposure to regulatory risk 
and price volatility. ARC will monitor the future auctions, prices and further developments 
in the Spanish renewable energy market. 

 

SOURCES: 

- Ministerio para la transición ecológica y el reto demográfico (MITECO) www.miteco.es 

- Boletín oficial del Estado www.boe.es 

- Bundersverband Windenergie https://www.wind-energie.de/ 

- Observatorio Sostenibilidad https://observatoriosostenibilidad.com 
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 DISCLAIMERS 

This research publication is not a rating of any kind, is not related to any specific rating and should 

not be seen as an indication of a future rating of any kind. It summarizes ARC Ratings’ view as of the 

publication date. That view is based on information collected from a wide variety of sources which 

ARC Ratings believes to be reliable. Whilst ARC Ratings has adopted and implements measures 

aiming to ensure that, to the extent available in the circumstances, it has obtained reasonable 

verification of the information it uses and that such information is from reliable sources, the 

publication of this document should not be viewed as a guarantee of the accuracy, completeness, 

or timeliness of the information relied on or the results obtained from the use of such information. 

ARC Ratings does not act as a legal, tax, financial, investment or other advisor and users should seek 

professional advice from appropriate third parties where necessary. 

ARC Ratings, S.A. is registered as a Credit Rating Agency with the European Securities and Markets 

Authority (ESMA), within the scope of the Regulation (EC) Nº 1060/2009 of the European Parliament 

and of the Council, of 16 September, and recognised as External Credit Assessment Institution (ECAI). 

ARC Ratings (UK) Limited is registered as a Credit Rating Agency with the United Kingdom Financial 

Conduct Authority, within the scope of the Statutory Instrument Nº 266/2019, of 13 February, and 

recognised as ECAI. 
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