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partner of the

e s m c " European Solar
Initiative

European Manufacturing Council

[Title of the ministry/governmental institution 07 February 2022
to which the invitation is addressed]

Invitation to join Important Project of Common European Interest framework for the solar PV
manufacturing industry in Europe

We are pleased to invite you as the Governmental stakeholder to a discussion and decisive actions for the
strategic perspectives of the solar photovoltaics (PV) manufacturing industry in Europe.

On behalf of the European PV manufacturing industry, we want to alert the stakeholders on the critical timing
and on the need to strengthen the European PV value chains. In February 2021, a European Solar Initiative
was launched together with the Commissioner for Internal Market Thierry Breton and the Commissioner for
Energy Simson, setting the strategic objective of redeveloping 20 GW of solar PV manufacturing capacity in
Europe by 2025 and along the full value chain. In that framework, this year in July an Important Project of
Common European Interest (IPCEI) for PV manufacturing was initiated led by the European Solar
Manufacturing Council (ESMC) and gathering the European PV industrial actors. Projects from across the
value chain will meet the urgent demand for renewable energy technology development as well as
manufacturing capacities and will play an important role for the competitiveness of the entire European PV
industry.

The integration of the whole PV value chain is already reflected by the active and direct involvement in this
IPCEI initiative of more than 50 companies and institutions from Austria, Belgium, Finland, France, Germany,
Italy, Lithuania, Netherlands, Norway, Poland, Spain, Sweden, Switzerland and United Kingdom: 3S Solar
Plus, AGC, Applied Materials, CEA, Coveme, ENEA, Enel Green Power, Evolar, Eurac Research, Fraunhofer
ISE, Futurasun, Giga PV, h.a.l.m. elektronik, H2GEMINI Technologies, IFE, Imec, INES, Institut fir
Erneuerbare Energien, IPVF, ISC Konstanz, KGHM, LuxChemtech, MCPV, Metsolar, Mondragon Assembly,
NexWafe, Norsun, RCT Solutions, Rise Technologies, Oxford PV, EDF ENR PWT (Photowatt), Protech, REC
Solar Norway, Siemens, Singulus Technologies, Sintef, Smart Energy DIH, Solarge, Solarwatt, Solean,
Solitek, Soltec, Standex, Teamtechnik, Tecnalia, Ulbrich, Valoe, Vitronic, VOLTEC Solar, VON ARDENNE,
ZS-Handling.

The European PV manufacturing industry is kindly inviting Kingdom of Spain to join the process by confirming
your initial support for the PV IPCEI initiative. The receipt of your confirmation during February 2022 would be
highly appreciated. Member States expressing their support earlier will have a time and policy framing
advantage in the PV IPCEI framework as the number of the initiated projects could be expanded. Your support
confirmation will constitute a key benefit for the actively involved companies, as well as for the entire European
PV manufacturing industry and its future competitiveness. Following your confirmed support, a joint work
programme for the PV IPCEI will be launched in close cooperation with the European Commission, and in line
with the IPCEI legislative requirements and your individual expectations, focused on State Aid support for
projects approved under the PV IPCEL.

We MONDRAGON ASSEMBLY S. COOP., SOLTEC and TECNALIA R&l are participating in this IPCEI
initiative and striving for the adequate, timely and complete support for the PV industry in Europe. Your initial
support and further actions in developing the PV IPCEI would benefit the interest of our industrial strategy and
the key expectations of European citizens for the Green Deal to ensure economic growth, jobs and sustainable
competitiveness.

MONDRAGON ASSEMBLY S. COOP. | SOLTEC TECNALIA R&lI
Jean-Philippe Aguerre Eduardo de San Nicolas Paco Cano
R&D Manager Juérez Solar Energy Director

Chief Strategy & Innovation
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ANNEXES:
[) Background information on PV IPCEI;
II) Important Project of Common European Interest — Benefits for the Participants.



DocuSign Envelope ID: 5CFD98B6-3623-446B-8237-AC927060E08A

l) Background information on PV IPCEI

With the launch of the ambitious Green Deal targets for the European Union and its further commitments
amongst the EU Member States, it is clear that the EU will have enormous opportunities to make
extensive reforms in the green industry landscape. It is, however, of critical importance to not harm the
European citizens and European industry when making these changes, which makes the timing of
essence.

The recent increase in PV deployment in Europe brings enormous challenges. In 2020, new wind power
installations in the EU accounted for 14.7 GW, and new solar PV installations reached 20.6 GW in
additional installed capacity. According to short term forecasts, the annual solar PV installations in Europe
will double very soon — reaching 40-45 GW already in 2023-2024.! However, the current PV
manufacturing capacities in the EU are critically low, representing only 0.4% of global cell and 4% of
global module production.

The existing and forecasted gap between PV demand in Europe and PV manufacturing capacities will
put the EU and the European countries into a new type of energy dependency, by importing large
guantities of the critical hardware for the green transition. The current logistical challenges and sky-
rocketing price increases of the PV modules from Asian countries clearly demonstrates the critical need
for the EU to take comprehensive actions without delay to safeguard both the achievement of the
ambitious Green Deal targets and the sustainably competitive European PV manufacturing industry.

A vital PV industry, and in particular a PV manufacturing industry, is one of the practical measures to
ensure the strategic autonomy of Europe in times of high uncertainty of raw material supply and global
logistical challenges. The urgency of the situation has been demonstrated in multiple technological
sectors in the past years. Various opportunities are emerging, which are instrumental for achieving the
Green Deal objectives, including but not limiting to NextGenerationEU, the Recovery and Resilience
Facility, the Just Transition Fund, and European policy advancements through “Fit for 55” climate
package. However, the sustainable competitiveness of the European PV manufacturing could be ensured
only by innovative PV manufacturing and its full commercial deployment. IPCEI could be one of the key
support instruments to bring necessary financing and addressing the considerable technological and
financial risks for the European companies to achieve a breakthrough in high-efficiency PV cells
production and other innovations in the whole PV manufacturing value chain.

At EU level, the renewable energy industry has been identified as one of the fourteen key industrial
ecosystems to the European Union. In the updated Industrial Strategy published in May 2021, the
European Commission has highlighted “the importance of regaining and strengthening EU’s competitive
edge in the solar photovoltaic industry” and of “building a sizeable EU PV manufacturing industry”. The
European PV industry took necessary actions with the dedicated vision to put the European PV
innovations and the whole value chain into IPCEI framework. In February 2021, a European Solar
Initiative was launched together with the Commissioner for Internal Market Thierry Breton and the
Commissioner for Energy Kadri Simson, upon the initiative of SolarPower Europe and EIT InnoEnergy
replicating the blueprint of the Battery Alliance. In July 2021, the process for an PV IPCEI was initiated
and until now the governance and operational structure of the initiative has been framed including
proposed 5 concrete PV IPCEI projects which now are under cooperative development. The European
Commission Communication on IPCEIs are now under revision with the foreseen entering into force from
January 2022.

The essence of the IPCEI is to ensure the appropriate and adequate support for the respective projects,
through the participation and further commitment of the Member States under the IPCEI granting
conditions, supervised and operated by the European Commission.

1 EU Market Outlook for Solar Power, 2020-2024, https://www.solarpowereurope.org/european-market-outlook-for-
solar-power-2020-2024/



https://www.solarpowereurope.org/european-market-outlook-for-solar-power-2020-2024/
https://www.solarpowereurope.org/european-market-outlook-for-solar-power-2020-2024/
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The European PV industry companies and research institutions are cooperating and expanding the scope
of innovations to be potentially developed within the PV IPCEI framework. Initially 5 projects are proposed
while the new projects could also be included under the initiative of the PV IPCEI framework participants.
Itis expected to frame the PV IPCEI projects including the initial support of the Member States till the end

of 2021.

Currently, these 5 projects initiated under the PV IPCEI framework includes the following PV

manufacturing innovations:

No. Project title Goals of the project

1. Industrializing Heterojunction Cell and | Establish within the next 7 years, 15 Gigawatt (GW)
Module Technology to the Gigawatt | of PV cell and module manufacturing in Europe, on
Scale while manufacturing  high | the basis of the highly efficient Heterojunction
performance Heterojunction solar cells Technology (HJT). The first stage of the project will
be the implementation of innovative HJT PV cell and
module manufacturing pilot lines during 2022.

2. Manufacturing of TOPCon PV cells and | Extend the European PV value chain by local
silver paste with optimised silver contacts | manufacturing of silver paste and novel PV cells. The
innovation will focus on reduction of cost of silver
contacts on silicon TOPCon cells, without
compromising the advantages of the technology.

3. Industrializing Tandem PV technology to | To bring Tandem Silicon-Perovskite PV technology
the Gigawatt scale at industrial maturity and Gigawatt scale production
establishing a production of 3 GW of PV cells and
modules in Europe. Tandem technology will allow to
overcome Silicon cell power efficiency conversion
exceeding 30% and to lower Levelized Cost of
Energy.

4, PV integrated solutions for buildings,
infrastructure and various applications

Develop and establish large-scale Europe based
production of innovative integrated PV solutions. For
applications in buildings (BIPV), infrastructure (1IPV),
vehicles (VIPV) and agriculture (Agro-PV).

To ensure that PV would be the best-in-class of
environmental technologies on sustainability by
minimizing the environmental impact from PV
manufacturing and end-of-life.

5. Circular PV production
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The PV IPCEI framework has been initiated and started to be established in July 2021. Although the
IPCEI process in rather complex the following vision has been confirmed to finalize the State aid
procedures in 2023. Close cooperation among the PV IPCEI partners and participating Member States
and their early involvement in the process is one the key factors for the successful confirmation of the
IPCEI status for PV industry and the implementation of the foreseen projects. The proposed projects are
being formed currently — accordingly there are all the possibilities to include the new projects or adapt the
ongoing projects in line with the views of joining Member States and partners.

V. State Aid clearance

Planned PV-IPCEI schedule (2021 - 2023) granted

IV. State Aid clearance Lecembe
with the European 0
Commission started

III. IPCEI officially U
launched in the EU

Il. Member States
Governments support )
delivered

1. IPCEI projects formed

September —

December 2021
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1) IMPORTANT PROJECT OF COMMON ESIMC
EUROPEAN INTEREST - BENEFITS FOR THE ™™ "
PARTICIPANTS

Background: The EU IPCEI process is dedicated to promoting innovative industrial deployment by allowing
circumventions of state aid regulations and thereby permitting private-public joint financing. The IPCEI
mechanisms permits EU Member States to support transnational projects of strategic significance. These
highly innovative projects should contribute to economic growth, jobs and competitiveness. EU State Aid rules
makes an exemption for such activities under the framework of IPCEI, but it still requires the approval of the
European Commission. The evaluation is being made mainly on individual projects, but the approval is made
for the package of the projects. Any IPCEI project should prove the existing considerable technological or
financial risks for the deployment of the innovation and how this will benefit the companies.

[. WHY AN IPCEI FOR PV MANUFACTURING IS CRITICALLY IMPORTANT?

Any of the financial support dedicated for PV manufacturing should be approved by the European
Commission. IPCEI could be one of the support instruments to bring necessary financing for
the European companies to innovation to make a breakthrough in high-efficiency PV cell production
and other innovations in the PV manufacturing value chain.

IPCEI could directly (through approval of the framework and financing) or indirectly (discussing and
completion of the necessary procedures automatically triggers political attention to the issues of PV
manufacturing in Europe) impact the policy framework for PV manufacturing on the national and
EU level, which further could be transferred to other attractive funding instruments, such as the
Recovery and Resilience Facility, the Just Transition Fund, EU State Aid Guidelines, or General Block
Exemption Regulation.

II. WHAT ARE THE CONCRETE BENEFITS FOR THE COMPANIES PARTICIPATING IN IPCEI?

Safeguarded commitment of the Member States on financing. During the notification process,
Member States should commit to certain concrete levels of financial support, to be dedicated to the
specific IPCEI topic and to concrete projects within the Member State.

Better conditions for PV innovation industry development and launch of concrete innovation
within the company with high technological or financial risks. In case of a positive proof of the
ambitious targets for Research, Development, Innovation, and First Industrial Deployment, companies
could benefit from direct financial support up to 100% of a financing gap.

For companies joining the IPCEI framework early, the chances are better for individual approval
and easier coordination during the process. For Member States or companies that are joining later
to the already launched IPCEI, there is a need to prove additionality. Accordingly, the European
Commission recommends joining IPCEI initiative at the beginning.

lll. WHY THE IPCEI ON PV INNOVATION AND MANUFACTURING IS MORE REALISTIC NOW THAN
EVER BEFORE?

The European Commission is currently reviewing the IPCEI guidelines with a targeted vision to
(a) simplify the rules of IPCEI adoption, (b) to expand its applicability to small and medium-sized
enterprises and (c) to enhance IPCEI consistency with EU policies, enabling green and digital
transformation.

The newly updated European Industrial Strategy explicitly supports IPCEls with the target to pool
public resources in areas where the market alone cannot deliver breakthrough innovation. Additional
IPCEIs under current discussion are next-generation cloud, hydrogen, low-carbon industry,
pharmaceuticals, and a second IPCEI on semi-conductor microelectronics. IPCEI framework for the
PV has been initiated with the purpose to include PV innovation and manufacturing to this list.

IV. CAN SMALL COMPANIES WITH LIMITED BUDGET BE PART OF AN IPCEI?

The European Commission is not limiting, but rather promoting the participation of small
companies or Small and Medium Enterprises (SMES) to participate in IPCEI. The participation of
small companies or entities could even maximize the chances of the PV manufacturing to be approved
the status of IPCEI. According to the current European Commission criteria for the analysis of the
compatibility with the internal market of State aid to promote the execution of Important Projects of
Common European Interest:
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o European Commission will take a more favourable approach where the project involves
important collaborative interactions in terms of number of partners, involvement of
organisations of different sectors, or the involvement of undertakings of different sizes.

o The Member States, after forming IPCEI and after approval of the State aid shall ensure
certain transparency by the publication of the information about granted State aid on a
comprehensive State aid website, at national or regional level — such requirement can be
waived with respect to individual aid awards below EUR 500 000.

o In general, one of the objectives of the ongoing review of the current State aid Guidelines by
the European Commission is general intention to make favourable conditions for SMEs —
accordingly additional bonuses are planned to be given for SMEs in the State aid clearance
process.

There are different forms of participation in the IPCEI for the companies, such as direct
participation, external partnerships or collaborations with the participants of the IPCEI. This ensures
the participation flexibility in IPCEI for all companies or entities, including small companies and SMEs
— the most appropriate participation form could be selected by the companies itself.

V. EXAMPLES OF IPCEls:

Battery value chain (2019-2031) — 7 Member States and 17 companies participating, €3.2 billion
funding approved, expected an additional €5 billion in private investment. Average dedicated support
is €457 million per country.

EuBatin — European Batteries Innovation (2020-2028) — 12 Member States and 42 companies
participating, €2.9 billion funding approved, expected an additional €9 billion in private investment.
Average dedicated support is €242 million per country.

Microelectronics (2018-2024) — 4 Member States and 29 companies participating, €1.75 billion
funding approved, expected an additional €6 billion in private investment. Average dedicated support
is €438 million per country.

Microelectronics and Communication Technologies — 20 Member States and more than 90
companies participating, ongoing process, pre-notification with expected more than €10 billion
investments started on December 2021.

Hydrogen — 22 Member States and Norway participating, ongoing process, match-making procedure
under development.
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