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Overview

Since the 2000s, many countries have began to implement incentives for the establishment of renewable power plants because of the need to combat with climate change and reduce dependence on imported sources. Consequently, in the worldwide, the proportion of electricity generation based on renewable energy has started to increase gradually.

In the last 20 years, due to the implementation of renewable support schemes and technological developments, it is observed that the demand for the establishment of wind power plants increased significantly. Likewise, due to the cheapening of the technology for solar power plants, the same trend is seen for solar power projects for the last 10 years.
However, the increase in demand has revealed a problem. Existing networks are not in a position to meet the connection of all generation facilities based on both wind and solar energy. In other words, the connection to the network of power plants based on these sources is not entirely possible because of limited connection capacity.
Due to the limited network capacity, the question is that which power plants will have the priority for the connection to the network. What would be the best solution for the determination of the method to select eligible power projects? From the review of country practices, it is possible to conclude that the tender process is largely applied in the world to overcome this issue.
Regarding the tender, a different problem is also encountered. What will the basis of the tender? In other words, what would be the appropriate criteria for the determination of a legal entity in the tender proces with a connection right? The possible criteria would be, among other things, the productivity, the amount of the investment, a certain contribution margin to the state, and a reduction from feed-in tariff.
In Germany, in tenders based on reduction from feed-in tariffs, a maximum bid is planed to be set by regulation, on the other hand, a base price is to be determined in the thender sceheme depending on the competition.
The main aim of this paper is to seek a solution to better implement the tender procedure. In doing so, international practices including those of EU member countries, the USA and China were reviewed. In particular, the experience of Turkey is explained in detail.
Methods

International practices were reviewed. The tender procedure implemented in Turkey for the allocation of the connection of wind and solar power plants to the network is introduced and discussed.
Results

Until 2008, Turkey has not experienced a high demand for system connection of generation facilities based on wind and solar energy. Thus, no tender scheme for the network connection was introduced and in fact, there was no need to develop a different approach. However, in 2005, Turkey adopted feed-in tariff mechanism with Law No. 5346 to promote renewable based electricity generation and accordingly a massive increase in demand for the connection to the network were observed. In 2007, license applications for wind power plants with a total capacity of 78 GW were made to Turkish energy regulator – EMRA for the total allocated capacity of 8.5 GW which was announced earlier. A tender method is introduced with a law amendment which became in force on September 7, 2008. The tender is based on a contribution margin to be paid to the state per each kWh of electricity produced for 20 years from the start of operation.
However, on March 30, 2013. the subject of the tender was changed by an amendment in Electricity Market Law. According to the new regulation, the tender for license applications for wind and solar power plants is to based on a contribution margin per MW paid to the state within the first 3 years of operation, instead of a contribution fee per kWh. After nearly 3 years of implementation, it is understood that this method also has some drawbacks. Currently new methods are being discussed. It is known that there are other countries that search new methods and approaches, including Germany.
The results of the paper are summarised below.
· According to the tender scheme, the gains received from the tender are not used in the electricity market, however the cost remains in the electricity market. This disrupts the economic nature of the market.
· The payment the winner has to pay after the tender is to be paid within first 3 years of operation. It is observed that this attracts project developers to participate in the tender, instead of real investors. Then project developers are looking for real investors sell the project with a connection right. This leads to delays in investments or no investment is realised. The same would likely be encountered if a reduction from feed-in tariff is applied as a tender scheme under a guaranteed purchasing contract.
· The amount of bank guarantee to be received from the legal entity who participated in the tender scheme is also of great importance. If the amount of the bank guarantee is too high, this could restrict the entrance of mid-level companies to the market. If the amount of collateral is set low, then the limited network capacity could be allocated to project developers except for real investors.
· Turkey first applied a tender scheme based on a contribution fee per kWh to be paid 20 years of operation and then another model based on a contribution margin per MW to be paid within the first 3 years of operation. However, both models have failed to meet expectations and new methods and approaches are still being sought.
· In Turkey, as a result of tenders organised in 2007 based on contribution fee to be paid for each kWh for 20 years of operation and supported by receipt of letters of guarantee, wind power projects with a total capacity of 6.4 GW were licensed by EMRA. Importantly, only 38.6 percent of these licensed projects amounting 2,475 GW of capacity entered into operation.
Conclusions
As applied in Turkey, due to network constraints, the common method for the selection of eligible wind and solar power plants to be connected to the network is the tender procedure. However, although a common method of tender is applied in all countries, the key difference among countries is the subject of the tender. A certain commitment made as a contribution margin and reduction from the feed-in tariffs are largely used as the main criteria for tender practices. However, there are disadvantages of each method. For this reason, changes are underway in many countries and it is known that new and better methods and approaches are searched for.
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