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	1. Наименование на проекта.

	Supporting scheme for the deployment of a minimum of 1.4GW RES with storage in Bulgaria 

	2. Описание на проекта (цели, основни дейности).

	Energy production causes the highest air pollution in Bulgaria with nearly 75% of the country’s carbon footprint. Coal burning thermal power plants contribute more than 40% of the energy matrix, even higher than the one of nuclear produced electricity. Renewables hold around 20%, significant part of which are the result of hydroelectric power plants.
The aim of the project is the integration of a higher percentage of renewable energy sources with a minimum of 1.4GW into the grid, combined with a minimum required storage capacity with an adjusting storage facility.
This project is expected to be implemented by an international financial institution based in Europe, with significant experience in the region.
The funding mechanism process is planned with five competitive procedures for calls for proposals ran by the beneficiary indicatively each 6 months (starting from Q3’22) each for the procurement of at least 285MW of Renewable Energy Sources (RES) capacity in each selection period. Every new procedure will allow the beneficiary to capitalize on lessons learned and current market environment and to adjust the process to assure maximum efficiency. 
The selection procedure for RES capacity will take the form of a reverse multi-unit call for proposals, where each of the five procedures will be RES technology agnostic promoting competition between different operators, locations, and technologies. 
The realization of the project will be accomplished through CAPEX support (grant) aiming at procuring the highest capacity at the lowest CAPEX support per MWh produced (in accordance with the p50[footnoteRef:1] simulation for the average annual production per year of the plant over the first 10 years of production). The investors’ project proposals will be ranked starting from the lowest grant per MWh requested.   [1:  P50 is a statistical level of confidence suggesting that it’s expected that the predicted RES/energy yield may be exceeded with 50% probability. 
] 

Procedures for CAPEX support will stimulate the deployment of dispatchable RES, which will minimize the grid management and market distortion concerns, unlike the CfD (Contracts for Difference) procedures for standalone RES, which exacerbate the grid management and market distortion concerns, leading to a higher than expected difference between market and CfD strike prices (i.e. potentially much higher cost of the CfD scheme than anticipated.)
The requirement for the investors in each round will be to supply a RES power station with a storage facility that is able to smoothen the RES production. The storage facility shall have at least 4 hours duration and power capacity of at least 30% of the total installed capacity of the plant, i.e. the minimum requirement for a 100MWp generation facility would be a 30MW/120MWh li-ion battery. The supply of a storage facility can take the form of either a construction of a storage facility at the location of the RES power station to the aforementioned requirements or the procurement of a contract for energy storage rental with an outside energy storage provider, located in close proximity to the RES station, electrical grid substations or major energy consumers. The contract would have to be for the same energy capacity, power and duration and must cover the lifetime of the RES power station. 
Such minimum ratio between installed RES capacity and installed storage capacity will secure smoothening and flattening of the fluctuation of the power output allowing consumption form RES during the morning and the evening peak consumption periods. 
This is a key element of the proposed project as the investment in storage facilities, that are in support to the RES power stations, are a vital infrastructure for the whole system. Such infrastructure contributes for the balance in the power produced, as one of the disadvantages of renewable energy sources is that they cannot be consistent. Photovoltaics (PV) does not equally generate electricity during the night, days with cloudy weather and during the winter months, compared to the peak hours in summer. Wind generators rarely benefit from a constant flow of air, whereas tidal energy production relies on large amounts of water and is possible twice a day, only a few days of the month. For that reason, infrastructure that balances that inequality is important part for the entire grid and energy mix. A solution for that is the storage infrastructure with batteries, which, however, makes such projects considerably more expensive. 
Concentration of production also leads to grid management issues (and potentially - electricity market distortions) once several GW of solar are commissioned. Grid congestions and balancing issues will necessitate extensive investments/oversizing of the network. Market distortions may lead to disproportionately low prices during solar production peaks, and disproportionately high prices during consumption peaks.

RES generation with co-located or third party energy storage is enabling rapid deployment of new renewable capacity and addresses the issues of grid congestion, balancing and market distortion. However, storage facilities CAPEX while decreasing is still not viable on a market basis. In order to unlock the full RES deployment and reached the set targets, support for RES including storage is needed.
Energy storage includes a broad range of technologies, it is a critical hub for the entire grid, augmenting resources from RES to nuclear and fossil fuels. In order to increase the benefit from these production and storage technologies, a systems approach is necessary, part of which is the proposed investment in 1.4GW RES infrastructure as a comprehensive regional-specific solution. To reach the EU clean energy goals, it is necessary to deploy harvesting and storage technologies in different applications, with the perspective to capture specific systems integration opportunities. 
Storage is an enabling technology, which improves reliability and resilience, can integrate generation electricity sources, help reduce environment impact and consequently, can save money by saving operational costs in the power grid. Furthermore, energy storage facilitates are a solution for brief outages, which can be crucial for businesses by avoiding costly disruptions. 
The transition to low-carbon energy production technologies and the expand of RES infrastructure, the supply mix becomes cleaner. In industry with low and no-carbon resources, energy storage helps the entire process to evolve more easily and reliably. 
As an additional contribution to the market development in Bulgaria, there is also potential for industrial production of storage solutions locally, especially if market is available. 
Such project would also unlock a vast potential for the private investors to develop innovate business models and sell products / services in EU and globally - balancing, software solutions, design and technical advisory, system integration etc. The project will not be a threat for the auxiliary service providers, since it will affect the newly built RES facilities and not the already existing capacities. 
In terms of the stage of development of the projects admitted to the procedure as a minimum requirement will be the projects to have the required land use and zoning permits, to present a conceptual design and business plan, which guarantees the upmost efficient operation of the plant. An additional requirement will be projects to become operational maximum 18 months after being successful. The mandated applicants shall guarantee the successful completion of the project by providing a bank guarantee covering predetermined percentage of the allocated grant for the lifetime of the RES facility and to provide a performance guarantee by a certified technical advisor. The operation of the battery will also be verified on annual basis and successful applicants will be penalized if underperformance with predetermined deviation is detected.
Additional qualification criteria will be that the CAPEX support funding will be limited to 70% of the total cost related to the innovative part of the project, which is the battery storage part. 
To accomplish the deployment of a total of 1.4GW of RES co-located with storage facilities the total investment amount will be in the range of EUR1.4bn. Achieving the EU long-term GHG emissions target, the total budgeted support of the project is estimated to be EUR 342, 000, 000 as a preliminary assessment of the cost-effectiveness based on estimate of current prices or EUR 183[footnoteRef:2] fixed CAPEX support per MWh produced (in accordance with the p50 simulation for the average annual production per year of the plant over the first 10 years of production). [2:  As an example, according to the World Bank’s photovoltaic potential in Bulgaria the average irradiance is between 1,168 hours and 1,461 hours per annum, which translates in an average of 1,315 MWh / 1 MW of installed capacity pre losses, or 1,873,875MWh for the total 1.4GW installed capacity] 

Applying the standards established in the Regulation for the Recovery and Resilience Facility, the proposed project complies, as it should, with the “Do No Significant Harm” technical guidance. Using the instruments for GHG forecast and the technology for the project, no harm to climate change mitigation is expected due to a significant raise of GHG. The project implements an investment for infrastructure meant for the objective of climate change adaptation, which neither neglects the impacts of climate change, nor, as other sites with similar characteristics show, maladapts the situation in the surrounding areas.  
Furthermore, no significant harm is to be caused by unsustainable use of water and marine resources, as the funding for RES sites is considered for projects with zoning permits, which are only issued by the local authorities if they do not harm any of the surrounding water reservoirs. National water resources are protected by the Bulgarian legislation and any use of such is subject to approval by the authorities. 
Implementing such technology for energy production results in almost zero waste, therefore, no significant harm to the circular economy, including waste prevention and recycling, as well as pollution prevention and control, is to be caused.
Furthermore, the sites for RES infrastructure and storage investments are specifically designated areas, which have planned zoning as a requirement for the project, therefore, does not cause significant harm to the protection and restoration of biodiversity and ecosystems. 
With the assessment of all measures included in the DNSH guidance in the context of RRF, no significant harm to the environmental objectives is to be caused by the funding mechanism, with each proposed site to be assessed individually during the procedures.
Bulgaria, as an EU Member State with package proposals under the RRF makes the application with consideration for both reforms and investments. Multiple investments in RES with storage power stations, significantly contribute to the green transition in the regions nationwide and help the reform in the energy sector as part of the carbon-free alternatives to the current mix. Therefore, the simplified assessment form does not apply to the current proposal, however, it fully complies with the DNSH requirements and is feasible under the RRF Regulations.
Consequently, as the proposed project does not significantly harm any of the six environmental objectives of the Taxonomy[footnoteRef:3] regulation, it is in support of two of these measures, namely climate mitigation, which is at the core of the project, combined with the transition to circular economy. Thus, the multiple funding of RES power stations with storage infrastructure will contribute significantly for the established long-term Greenhouse Gasses (GHG) goals by the EU. [3:  https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-activities_en] 

The project contributes to the achievement of strategic autonomy, as it envisages investment in infrastructure, which will increase the share of renewable energy used. Renewable energy provides even greater autonomy to energy consumers and system security.
The project provides equal opportunities for all and all groups in society have access to the procedures.

	3. Бенефициент.

	Ministry of Energy

	4. Времеви график за изпълнение на проекта, вкл. дейности, етапи[footnoteRef:4]. [4:  Графикът ще е релевантен за определянето на междинни цели в рамките на Плана за възстановяване и устойчивост и има пряко отношение към освобождаване на траншове от финансовата подкрепа по линия на Фонда за възстановяване и устойчивост.] 


	Below is the indicative timeline for five competitive procedures. The timeline is identical for each procedure with the completion of the construction of a total of 1.4GW RES with storage by the end of 2025*.  
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(*)The construction period for the last procedure will be 12 months as opposed to 18months, ending in Q4 2025.

	4.1. Кога най-рано може да започне изпълнението на проекта след неговото одобрение?

	The first call of project proposals is planned for the third quarter of 2022.
The construction of the first 285 MW RES capacity can start on the second quarter of 2023

	5. Индикативен финансов ресурс по дейности, вкл. източници на финансиране (ДБ, европейско финансиране, частно финансиране, МФИ).

	CAPEX support under the RRF –  EUR 342 000 000 (33%) 
Private funding – EUR 684 000 000 (67%) 

The funding of the project under the Recovery and Resilience Facility does not constitute state aid for the beneficiary - Ministry of Energy. Ministry of Energy is the operator / administrator of the state aid, which will be provided to the awarded participants in the procedure in the form of a grant to fund part of their capital expenditures. Prior to the entry into force of the capital investment support scheme for enterprises, the scheme will be brought into line with state aid rules in advance.

	5.1. Разпределете индикативно финансовия ресурс, според типа разход:

	Indicatively, 
50%* construction CAPEX – RES part 
50%* construction CAPEX – storage part

*the ratio between RES and Storage CAPEX might vary for the different technologies. While the absolute value of the CAPEX for the storage facility will remain the same, regardless of the collocated RES generator, as an indication CAPEX per MW for a PV installation (constructed between 2022 and 2025) is expected to be on average EUR 400k, while CAPEX per MW for an onshore wind installation (constructed between 2022 and 2025) is expected to be on average EUR 800k / MW. The above presented indicative split represents the scenario when a PV power plant is coupled with a battery storage facility.

	6. Индикатори

	6.1. Индикатор/и за резултат

	Deployment of a total of 1.4GW RES generators with co-located storage facilities by 2025

Indicatively:
 
Deployment of 285MW by Q4 2022
Deployment of 570MW by Q2 2023
Deployment of 855MW by Q4 2023
Deployment of 1,140MW by Q2 2024
Deployment of 1,425MW by Q4 2024


	6.2. Индикатор/и за ефект

	- Reduction of annual carbon emissions from the electricity generation sector – 758 tonnes of CO2 every year for the operational life of the installations
- Increasing the production rate of electricity from renewable energy sources and integrate a higher share of renewable energy sources into the grid with the help of storage - The expected production of 1.4GW is a minimum of 1,499MWh per annum for every year of operation of the installations. 
- Ensured security and stability of the electricity system – 1,710MWh balancing capacity per annum for the operational life of the installation.    
- Maintaining employment in the region - 2,783[footnoteRef:5] employees expected to be directly employed in the operation and management of the plants [5:  On average a power plant of capacity between 5MW and 40MW will employ around 15 people core team. This includes Management team, O&M team and security team. Number may vary dependent on the technology and the size, but a core O&M and management team will be required for each of the cases. 

] 


	7. Изисква ли реализацията на проекта провеждане на процедура по ЗОП?

	N/A

	7.1. Ако се изисква процедура по ЗОП, каква част от дейностите и финансовият ресурс ще бъдат предмет на обществената поръчка?

	N/A

	7.2. Ако се изисква процедура по ЗОП, какъв е индикативният график за изпълнението ѝ?

	N/A

	8. Демаркация и допълняемост.

	8.1. Ако са изпълнявани сходни проекти (независимо от източника им на финансиране), опишете как този проект надгражда/допълва постигнатото с предходните проекти.

	In Bulgaria, electricity from renewable sources has been promoted through a feed-in and a premium tariff (FiT).  As of 1 July 2018, the FiTs are terminated and the RES producers, which enjoyed Power purchase agreements (PPAs) and FiT are offered to execute Premium contracts with the European Social Fund (ESF). 
However, there have been no projects promoting standalone storage facilities or co-location with RES.

	8.2. Ако по линия на програмите от Споразумението за партньорство, централно управляваните инструменти на ЕС или Фонда за справедлив преход са предвидени за изпълнение сходни проекти, очертайте демаркацията с настоящия проект.

	N/A

	9. Проектът допринася ли пряко за изпълнение на някоя от Специфичните препоръки на Съвета, отправени към България в рамките на Европейския семестър в периода 2017-2020 г.? Моля, опишете как.

	The Country-specific recommendations had been significantly influenced by the Covid-19 pandemic and the measures necessary to tackle the damages to the economy caused by it. The 2020 European Semester had special focus on the support for coordinated European economic recovery mitigating the impact of the crisis by providing liquidity support to companies. Furthermore, the European Commission adopted a Temporary Framework enabling Member States to use the full flexibility under EU State Aid rules, providing sizable liquidity to private companies through subsidized loans and State guarantees. 
To support the Member States in their effort the EU provides them with additional flexibility, as well as simplified procedures and the possibility to benefit from 100% co-financing rate from the available budgets. Therefore, the support for the project in that regard with the RRF mechanism is in accordance with EU regulations. With the allocation of a dedicated part of the budget from the total grant scheme for small-scale projects, the Mechanism aims to support smaller size companies and the initial CAPEX to operate a RES site. 
Furthermore, the recommendations Bulgaria previously received to significantly cut its carbon emissions are the main target of that project. Thermal power plants need alternatives that are not focused in one or two regions of the country, with RES projects with partial EU funding offering a solution to that. 

	10. Проектът допринася ли за изпълнението на реформа в даден сектор? Моля, опишете как.

	The proposed funding mechanism for RES power stations is an important part of the reform in the energy sector that Bulgaria is crucial to start implementing more efficiently. Renewables have the potential to provide a sizable percentage in the energy mix as a partial alternative to thermal power stations, therefore being an important part of the transition in the sector. 

	11. Проектът допринася ли за развитие на някой от аспектите на устойчивото икономическо развитие? Моля, опишете как.

	The funding mechanism allows companies to expand their RES portfolio and focus investments in carbon-free electric production. As a significant part of the Bulgarian energy mix, coal-burning thermal power plants must be replaced, and renewable energy sources provide an adequate partial alternative. The additional electric storage space the mechanism aims to fund is vital for the sustainable reform of the power grid in Bulgaria, as it helps to balance the system, making it more reliable and safer. 
Furthermore, a sizable electric production with RES and storage capacity contributes to a more stable price of electricity, which is vital for the sustainable business development. 

	12. Проектът допринася ли за изпълнението на целите на Националната програма за развитие БЪЛГАРИЯ 2030? Моля, опишете как.

	As the Bulgaria 2030 plan aims to reduce carbon emissions and reform the energy mix of the country, the proposed funding clearly contributes to the National programme. 

	13. Проектът допринася ли за изпълнението на целите и приоритетите, определени в Интегрирания национален план „Енергетика и климат“? Ако отговорът е „да“, моля, опишете как.

	Investments in RES with Storage capacity are an important part of the energy efficiency of the power system and are key in the Integrated national plan for Energy & Climate. The transition from coal-burning thermal power plants to carbon free energy production alternatives are in the core of the national plan, which is one of the objectives of the proposed mechanism. 







