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Introduction

I am delighted to present this latest update to the Comparative Study of Renewable Energy
Support Mechanisms in Europe. Renewable energy remains a key sector for both Europe
and CMS. As a leading legal advisor to the sector, with expertise right across Europe, we are
ideally placed to guide our clients through the volatile and changing landscape for developers,
investors, financiers, supply-chain providers and policy-makers.

Renewable energy has fired the imagination of industry to develop new technologies and
approaches in order to meet our aspirations for a decarbonised electricity sector. It is a sector
that depends heavily on a compact with government built on trust and stability. Its challenge
is to address the triumvirate of issues that the modern industry must face: security of supply,
affordability and environmental concerns. Based on our review of regimes across the region,
we have reached the following conclusions that we would draw to the attention of policy
makers in the renewable energy area:

— Capitalise on the benefits of scale: Projects are getting larger and more expensive.
Governments expect to see cost reductions from scale benefits being passed back to
customers and overall subsidy support requirements coming down. Meanwhile, investors
and capital-constrained utilities are struggling to commit to larger equity contributions
and to secure debt leverage. Subsidy regimes that add more risks to the sector are
pushing up the cost of capital and equity and reducing the realisation of these benefits
for consumers.

— Implement change without creating an investment hiatus: It is understandable that
regimes need to change to ensure value for money for electricity consumers. However,
governments are not sending out comforting signals to industry, leading to a “wait and
see” attitude from investors, and an investment hiatus, as each cycle of change is initiated.
“Grandfathering”, (maintaining pre-existing rules for pre-existing investments), transition
management and allowing project owners a period to choose between the old and new
regimes can help maintain investment continuity.

— Avoid creating arbitrage between jurisdictions: The variety of regimes, and the different
basis on which they assess their respective levels of support, has led to arbitraging by
investors between jurisdictions as they search for the most attractive return. At the
European level, some convergence of approach would benefit the achievement of
European-level ambitions for the sector.

— Have a vision and avoid a reactive, constantly changing regime: Quickly-implemented
regimes have led to temporary investment hot-spots by over-rewarding projects. While
these have been a small overall part of the sector, they have led to negative press for
the industry as ‘hot money’ chases quick returns across the continent. They have also
had a negative impact on investment in jurisdictions that have reneged on commitments.
Governments need to communicate their vision clearly to the industry and provide
long-term stability to allow industry to plan investments.

The renewable energy experts at CMS remain at the very heart of the discussions across
Europe, guiding the industry and investors as they rise to the opportunities and challenges
presented by this dynamic sector.

Cornelius Brandi
Executive Chairman, CMS
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© CMS Legal Services EEIG (April 2013)

CMS Legal Services EEIG is a European Economic Interest Grouping that coordinates an organisation of independent member firms.

CMS Legal Services EEIG provides no client services. Such services are solely provided by the member firms in their respective jurisdictions.
In certain circumstances, CMS is used as a brand or business name of, or to refer to, some or all of the member firms or their offices.

CMS Legal Services EEIG and its member firms are legally distinct and separate entities. They do not have, and nothing contained herein shall
be construed to place these entities in, the relationship of parents, subsidiaries, agents, partners or joint ventures. No member firm has any
authority (actual, apparent, implied or otherwise) to bind CMS Legal Services EEIG or any other member firm in any manner whatsoever.

CMS member firms are:

CMS Adonnino Ascoli & Cavasola Scamoni (Italy);

CMS Albifiana & Suérez de Lezo (Spain);

CMS Bureau Francis Lefebvre S.E.L.A.F.A. (France);

CMS Cameron McKenna LLP (UK);

CMS DeBacker SCRL/CVBA (Belgium);

CMS Derks Star Busmann N.V. (The Netherlands);

CMS von Erlach Henrici Ltd (Switzerland);

CMS Hasche Sigle, Partnerschaft von Rechtsanwalten und Steuerberatern (Germany);
CMS Reich-Rohrwig Hainz Rechtsanwalte GmbH (Austria) and
CMS Rui Pena, Arnaut & Associados RL (Portugal).

CMS offices and associated offices:

Aberdeen, Algiers, Amsterdam, Antwerp, Barcelona, Beijing, Belgrade, Berlin, Bratislava, Bristol, Brussels, Bucharest, Budapest, Casablanca,
Cologne, Dresden, Dubai, Duesseldorf, Edinburgh, Frankfurt, Hamburg, Kyiv, Leipzig, Lisbon, Ljubljana, London, Luxembourg, Lyon, Madrid,
Milan, Moscow, Munich, Paris, Prague, Rio de Janeiro, Rome, Sarajevo, Seville, Shanghai, Sofia, Strasbourg, Stuttgart, Tirana, Utrecht, Vienna,
Warsaw, Zagreb and Zurich.
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