
Biggest ever renewable energy support
scheme backed by additional £265
million

Latest round of support for businesses aims to secure record extra
renewable energy capacity
Offshore wind backed by £200 million with additional £24 million
ringfenced for floating offshore wind projects

Details of how the UK will get more electricity from renewable sources will
be published today (Monday, 13 September), as the Government announces the
biggest-ever round of its flagship renewable energy scheme.

The Contracts for Difference (CfD) scheme is the Government’s primary method
of encouraging investment in low-carbon electricity. It is open to projects
operating in Great Britain.

It incentivises investment in renewable energy by providing developers of
projects with high upfront costs and long lifetimes with protection from
volatile wholesale prices. This in turn ensures consumers don’t pay increased
costs when electricity prices are high.

£265 million per year will be provided to businesses in the fourth round of
the scheme, which aims to double the renewable electricity capacity secured
in the third round and generate more than the previous three rounds combined.
The additional offshore wind capacity resulting from the funding alone could
power around 8 million homes.

Today’s announcement contains £200 million to support offshore wind projects.
This will help meet the manifesto commitment to ensure the UK has 40GW of
capacity by 2030. There will also be £55 million available for supporting
emerging renewable technologies. £24 million of that is ringfenced for
floating offshore projects for the first time, showing commitment to the
development of this high-potential, innovative technology.

For the first time since 2015, established technologies, including onshore
wind and solar, will also be able to bid. The Government is seeking up to 5GW
of capacity from these technologies, with a £10m budget. This will support
investment in all parts of Great Britain, particularly Scotland and Wales.

The CfD scheme has boosted the success of the UK’s world-leading offshore
wind industry. As set out in the Prime Minister’s Ten Point Plan for a Green
Industrial Revolution, the offshore wind sector could support up to 60,000
jobs by 2030.

The previous round of the CfD scheme delivered record-low prices and secured
enough clean energy to power over 7 million homes. The scheme’s competitive
design also protects consumers and thanks to the investment of successive
governments the price of offshore wind has been reduced by around 65%.
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These costs continue to fall as green technology advances, with solar and
wind now cheaper than coal and gas in most of the world. Ahead of the COP26
Climate Change Summit, the Government has committed to supporting green
technology and the high quality jobs it creates to help the UK build back
better from the pandemic.

Energy Minister Anne-Marie Trevelyan said:

The Contracts for Difference scheme has helped the UK become a
world leader in clean electricity generation and lowered prices for
consumers.

The new plans set out today deliver on the Prime Minister’s Ten
Point Plan and will support the next generation of renewable
electricity projects needed to power our homes and meet our world-
leading climate change targets.

CfD contracts are allocated through a competitive auction process where the
cheapest projects in each technology group are awarded contracts first.

Today’s announcement establishes Government support that will be available
for renewable projects, along with levels of electricity generation capacity
that are anticipated to be delivered by the fourth CfD round. Final levels of
support and capacity could be higher and will be announced ahead of the round
opening in December.

Updated guidance is also being published for onshore wind projects in
England, to ensure local communities are given a more effective voice on
local development. Renewable projects are subject to strict planning controls
that afford protections to local communities and the environment and guidance
will ensure communities are engaged with and are able to benefit from
renewable infrastructure in their area.

Notes to Editors

Key points (£ budgets in 2011/12 prices):

Pot 1: Established technologies (includes Onshore wind, Solar and
Hydropower):

£10 million pot budget
Cap of 5GW on total capacity
Maximum capacity limits of 3.5GW imposed on both onshore wind and solar
PV

Pot 2: Less-established technologies (includes Floating Offshore Wind, Tidal
Stream, Geothermal and Wave):

£55 million pot budget
No capacity cap imposed
£24 million ringfenced support for floating offshore wind projects



Pot 3: Offshore wind:

£200 million pot budget
No capacity cap

Further information:

Contracts for Difference are 15-year private law contracts between
renewable electricity generators and the Low Carbon Contracts Company
(LCCC), a Government-owned company that manages CfDs at arm’s length
from Government.
Contracts are awarded in a series of competitive auctions, known as
allocation rounds, which have been run every two years since 2015. In
the auction process, the lowest price bids are successful, which drives
efficiency and cost reduction.
CfDs give greater certainty and stability of revenues to electricity
generators by reducing their exposure to volatile wholesale prices,
while protecting consumers from paying for higher costs when electricity
prices are high.
More information on how the Contracts for Difference scheme operates can
be found here.
The scheme has delivered substantial new investment and helped deliver
significant reductions in the costs of capital for some renewable
technologies, such as helping to reduce the price of offshore wind by
around 65%.
Alongside the Draft Budget Plan, the Government is also publishing
today:
A Draft Allocation Framework, which sets out the rules for the fourth
CfD round, and the eligibility requirements applicants must satisfy.
An Administrative Strike Price Methodology Note, setting out the
methodology used to determine the maximum backstop prices available to
individual renewable technologies in the fourth round.
Monetary support (pot budget) estimates in this notice, including the
£265 million total figure and split across the three pots, are presented
in 2011/12 prices in line with the Control for Low Carbon Levies. These
figures are an estimate of annual support in the most expensive year in
the first four years following deployment. Actual annual figures will
vary over the lifetime of the contract depending on future wholesale
electricity prices, and outcomes of the competitive auction process.

Information on methodology behind ‘homes powered’ estimates:

The ‘8 million homes’ estimate is based on the estimated consented
pipeline for offshore wind (around 7 GW). Actual generation secured
through this allocation round will vary based on the outcome of the
competitive auction process, and given the large number of projects from
other technologies competing in the round.
This has been calculated using load factor estimates for offshore wind
commissioning in 2025 from the published 2020 BEIS Generation Costs
Report, and published estimates of average household electricity
consumption.
Importantly, wind generation is intermittent – it is not possible to
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continuously power a home through wind alone.


