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UK Offshore Wind Power Market Update  | Executive Summary

Executive Summary
UK power market is one of the most liberalised power market 
in the world with sophisticated regulatory schemes to support 
efficiency and encourage competition.

The openness and transparency of the UK power market have 
made it one of the most attractive destinations for overseas 
investors including strategic investors such as major utilities as 
well as infrastructure funds and other financial investors. 

Similar to many other markets in the world, the UK power market 
is going through a transition towards a cleaner energy mix. The 
UK will phase out coal-fired power plant by 2025 and offshore 
wind power is playing an increasingly important role in delivering 
the low carbon energy mix.

For overseas investors who are interested in participating in 
the offshore wind market in the UK, understanding the market 
mechanism and financial support available to offshore wind 
generators is crucial.

We will take you through the most important elements of UK 
power market regulation and support schemes in this report 
and hopefully will provide you with a useful tool when analysing 
the UK offshore wind market.
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Figure 1

1.1 Market structure
The UK power market is fully liberalised and is setting the standard for many countries in the world that are embarking on the 
journey of market reform. The charts below (Figure 1 and Figure 2) set out the current high level market structure:

Chapter 1 UK Power Market Overview 
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Ofgem, the Office of Gas and Electricity Market, is the 
independent regulator for the GB electricity and gas sectors. 
It was founded in 1999 when the offices of the offices of the 
electricity and gas industry regulators were merged to form 
Ofgem. 

Ofgem’s principal objectives include:
 • Protecting existing and future consumers by promoting 
effective competition and regulating the monopoly gas and 
electricity network companies.

 • Promoting efficiency of energy consumption by licensees
 • Ensuring public safety
 • Securing a diverse and viable long-term energy supply
 • Environmental protection

The Department of Energy & Climate Change (DECC) became 
part of Department of Business, Energy & Industrial Strategies 
(BEIS) in July 2016.

BEIS is the government department responsible to ensure 
secure, clean and affordable energy supplies. 

In short, BEIS establishes and implements energy policy, 
while Ofgem regulates and monitors the activities of energy 
companies to protect consumers within the policy framework 
set by the government.

 • EDF Energy
 • RWE nPower
 • E.On UK
 • SSE
 • Centrica
 • Scottish Power
 • GdF Suez
 • Drax Power
 • Calon Energy
 • Eggborough
 • Others

 • National Grid
 • SHETL Scottish Hydro-
Electric Transmission Ltd 
holds the transmission 
license in northern 
Scotland

 • SPTL Scottish Power 
Transmission Ltd holds 
the transmission license 
in southern Scotland

6 licensed Distribution 
Network Operators 
(DNOs)

 • Scottish and Southern 
Energy

 • SP Energy Networks
 • Electricity North West
 • Northern PowerGrid
 • Western Power 
Distribution

 • UK Power Networks

 • EDF
 • SSE
 • RWE
 • E.ON
 • Centrica
 • Scottish Power
 • First Utility
 • Drax Group
 • Gazprom
 • Ovo Energy
 • Others(

Generation 
(Competitive)

Transmission 
(Price regulated)

Distribution 
(Price regulated)

Supply
(Competitive)

Figure 2

BEIS – Supervising Government Department Ofgem – Economic Regulator

BEIS and Ofgem are the main government and regulatory bodies in the UK electricity industry which set the policy 
for and supervise companies in the following sectors

The Big Six
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Power generation is a competitive 
sector with a large number of 
generators being active. It is worth 
noting that majority of the generators 
are owned or ultimately controlled by 
companies outside the UK, especially 
in the offshore wind sector. Active 
participants include the Big Six: EDF, 
Centrica, RWE, SSE, Scottish Power, 
as well other players especially in 
the renewable sector. This includes 
Orsted, Equinor, Innogy, Statkraft, 
Vattenfall, etc.,. In addition to utility 
investors, financial investors such as 
Macquarie and GIP are also very active 
in the UK power generation market.

System Operator (SO)
National Grid Electricity System 
Operator (NG ESO) is the current GB 
power system  operator. It is a legally 
separated entity within the National 
Grid Group as of April 2019.

Electricity transmission 
Onshore transmission – 
Transmission Operators (TO)
Onshore transmission is dominated 
by three main players: the National 
Grid Transmission Limited holds the 
transmission licence for England 
and Wales, the Scottish Hydro-
Electric Transmission Ltd (SHETL) for 
northern Scotland, and Scottish Power 
Transmission Ltd (SPTL) for southern 
Scotland. This is a sector subject to 
economic regulation as the three TOs 
are effectively natural monopolies. 
However, Ofgem has been actively 
introducing competition into the 
sector.

Electricity interconnection 
The GB power market enjoys good 
electricity interconnections with a 
number of other countries such 
as France, Ireland, Belgium and 
the Netherlands. In response to 
the UK and EU policy to encourage 
interconnection to enhance 
competition between markets 
and help manage intermittent 
renewables, there are a number 
of new interconnection projects 
proposed or under construction. 
However, the uncertainties of Brexit 
has had some impact on a number of 
new interconnection projects with a 
delay in regulatory approvals, but the 
demand for electricity interconnection 
is expected to continue to provide 
a solid basis for new projects. 
This is a competitive sector with 
independently developed projects 
as well as those owned by National 
Grid. Revenue support under the 'Cap 
and Floor' scheme is available for the 
development of interconnectors.

Offshore transmission – OFTO
Another sector of offshore 
transmission is the transmission 
of electricity from offshore wind 
farms to the onshore grid. Following 
development and construction by the 
owners of the offshore wind farm, 
offshore transmission owners (OFTOs) 
are appointed through a competitive 
process with active private sector 
participation. Revenues for OFTOs 
are earned on an availability basis 
with incentives for out-performance 
and penalties for under-performance.

Onshore transmission – TO-SPV 
Model
Ofgem is developing a number 
of schemes to facilitate private 
participation in the onshore 
transmission market such as the TO-
SPV model that requires incumbent 
TO to allow private participation 
through construction and investment 
on a number of selected projects. This 
scheme is still under development.

Electricity distribution is a price 
regulated sector. There are currently 
14 licensed electricity distribution 
network operators (DNOs) in the GB 
power market with each of them being 
responsible for a specific area. These 
14 DNOs are owned by 6 different 
groups set out in Figure 3 below. 
There is no competition within these 
areas and therefore each DNO is 
subject to economic regulation. On 
1st April 2015, Ofgem introduced the 
‘Revenue=Incentives + Innovation + 
Outputs (RIIO)’ price control model 
where the total revenues that DNOs 
can earn are capped from network 
charges are capped established. 
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Figure 3

14. Scottish Hydro Electric Power Distribution plc
2. Southern Electric Power Distribution plc

Scottish and Southern Energy

SP Energy Networks

13. SP Distribution Ltd
9. SP Manweb plc 

10. Electricity North West Limited

12. Northern Powergrid (Northeast) Limited
11. Northern Powergrid (Yorkshire）plc

Northern Powergrid

5. Eastern Power Networks plc

3. London Power Networks plc  
4. South Eastern Power Networks

UK Power Networks

8.Western Power Distribution (East Midlands) plc
7.Western Power Distribution (West Midlands) plc
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Electricity Supply is a competitive 
sector with a large number of players 
active and consumers have the option 
to switch suppliers which is creating a 
healthy competition between different 

suppliers. The largest electricity 
suppliers in the UK are known as the 
Big 6: EDF, SSE, nPower, E.ON, Centrica 
and Scottish Power. However there 
have been many new entrants to 
the sector that have been constantly  
growing their market share.

Source: Ofgem
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Figure 4

1.2 Market Status
The UK power market is undergoing 
changes with the ambitious de-
carbonisation goals set by the UK 
government.

Power generation output
As you can see from Figure 4 below, 
the UK’s power generation and 
capacity landscape has experienced 

significant transformation over the 
last decade, with a major increase in 
installed capacity for wind and solar. 

Low carbon sources are becoming 
an ever-growing component of 
electricity in the UK, constituting 
45% of electricity generation (before 
imports). Nuclear power generation 
has been relatively stable with current 

contribution of about 20%. In 2017 
renewable energy sources (biomass, 
hydro, wind and solar) contributed 
about 32% to the UK’s electricity 
output. According to projections made 
by the UK government, this trend is 
expected to continue with renewable 
energy playing a consistently more 
important role in electricity production.
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Figure 5

Power generation capacity 
As Figure 5 below shows that the overall 
level of the UK’s generation capacity 
has been relatively stable over the past 
decade. However, the renewable energy 
capacity has experienced a rapid growth 
with PV and wind playing an increasingly 
important role. By the end of year 2016 
wind constituted 15GW of installed 
capacity (10GW onshore and 5GW 
offshore). In 2017 wind’s contribution 
increased to 17.6GW (11.5GW onshore 
and 6.1GW onshore) which is consistent 
with the renewable energy capacity 
trend. As for PV, the generation capacity 
in 2017 reached 12.4GW which is a 
rapid increase from 2GW in 2012.

In terms of baseload generation, apart 
from Hinckley Point C nuclear power 
station, the pipeline for other large 
scale baseload generation plants have 

been relatively small as new build CCGT 
projects haven’t been able to secure 
investment at current capacity market 
prices. 

Overall generation capacity is expected 
to increase significantly due to the 
electrification of heat and transport.

According to National Grid's Future 
Energy Scenarios, the UK's generation 
capacity is expected to rise between 
25%-50% depending on market 
conditions by 2030 and between 80%-
110% by 2050, again depending on the 
scenario. By 2030, it is expected that 
there will be no coal generation capacity 
under any of the National Grid's future 
scenarios.  

This is due to the fact that the UK 
is committed to downsizing and an 

eventual termination of coal fired 
generation by 2025 (in July 2018, the 
UK has experienced three consecutive 
days with no coal generation). However, 
there are concerns that the termination 
of coal use may create capacity margin 
gaps.

Additionally, future offshore (and some 
onshore) wind capacity is expected 
to continue increasing based on the 
existing pipeline of projects.

By 2030, it is expected that Distributed 
Energy Resources (e.g. small batteries, 
Vehicle to Grid, VPPs) will contribute 
to the generation capacity. With 
electrification of transport, by year 2050 
vehicle to grid will become a developed 
and integral part of generation capacity.
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Figure 6

Figure 7

Trading mechanism
In Britain electricity trading can take place bilaterally or on exchanges, and contracts for electricity can be struck over 
timescales ranging from several years ahead to on-the-day trading markets.

Electricity can also be imported or exported through interconnectors.

GB wholesale power market trading arrangements

Form

Time 
scales

Flows

Wholesale price
Figure 7 below showed the evolution of the electricity wholesale price tariff in the UK in the past decade.

1.3 Power Trading
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Figure 8

We note that the composition of the tariff for other customer categories may have a slightly different composition. The values above are 
for domestic tariffs (as of August 2018).

Retail tariff
The current electricity tariff is made of 
a number of components that change 
over time. They include:

 • Wholesale costs (33.52%)

 • Network costs (25.46%)

 • Environmental and social obligation 
costs (17.45%)

 • Operating costs (17.15%)

 • Other direct costs (1.26%)

 • Supplier pre-tax margin (0.4%)

 • VAT (4.76%)

Subsidy schemes 
Contract for Difference (CfD): 
Introduced as part of the Electricity 
Market Review (EMR), a Contract 
for Difference (CfD) is a private legal 
contract between a low carbon 
electricity generator and the Low 
Carbon Contracts Company (LCCC), a 
government-owned company. CfDs are 
only available for low carbon generation 
types approved by the Government, 
such as onshore and offshore wind, 
solar PV, tidal and nuclear.

A generator party to a CfD is paid the 
difference between the “strike price” – a 
price for electricity reflecting the cost 
of investing in a particular low carbon 
technology – and the “reference price” – 
a measure of the average market price 
for electricity in the GB market.

The CfD gives greater stability of 
revenues to generators by reducing 

their exposure to volatile wholesale 
prices, whilst protecting consumers 
from paying for higher support costs 
when electricity prices are high.

Capacity Market:
The capacity Market was introduced 
as part of the EMR to help address the 
Government’s concern about future 
security of supply. It offers a 15-year 
fixed price agreement for new build 
generation and other capacity units 
such as battery storage (in addition 
to wholesale and balancing market 
revenues). Capacity market auctions are 
based on a clearing price (all successful 
bidders get the same price) and held 
once a year for capacity to be delivered 
in four years’ time. In the previous 
three T-4 capacity market auctions the 
clearing prices were £19.4 per kW/
year (2013/14 prices), £18 per kW/
year (2014/15) and £22.5 per kW/year 
(2015/16). The Capacity Market policy 

is suspended at the moment due to 
European Court of Justice ruling.

Feed in Tariff:
The FiT scheme is a government 
programme designed to promote the 
uptake of small-scale renewable and 
low carbon electricity generation 
technologies. To encourage these 
technologies, government has offered 
feed-in-tariffs that pay the generator a 
certain amount. The tariff is available 
only to renewable sources producing 
up to 5MW power.There are several 
other qualification requirements. The 
contract term is 20 years (25 years for 
solar PVs). Cost for this programme will 
paid by the energy suppliers who will 
then pass these costs on to consumers.
A subsidy scheme for large renewable 
electricity projects, the Renewables 
Obligation (RO), closed to on 31 March 
2017. It was replaced by the CfD 
scheme.  

Wholesale costs Network costs

Operating costs

VAT

Other 
direct 
costs

Supplie…

Environmental and 
social obligation costs

Source: Ofgem
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Figure 9

1.4 European Commission's energy 
market legislation  
The European Commission's energy 
market legislation plays a crucial role 
the design and reform of the power 
market in EU countries including the 
UK. 

The Commission is aiming to drive a 
number of key objectives in its Member 

States through market reform and 
legislative change. These include:

 • Creating Internal Energy Market (IEM) 
to maximise efficiency

 • Designing electricity market policies 
to facilitate the clean energy 
transition 

 • Driving market reform to increase 
market liberalisation and competition 

 • Supporting Project of Common 
Interest (PCI) such as cross-border 
electricity interconnection to increase 
physical market integration and 
power trade between member states.

The chart below set out the EU energy 
strategy for 2020 and 2030:

EU Energy Strategy 2020

EU energy Strategy policy

Third Energy Package

Internal Energy Market

Upgraded European 
market design

 • Harmonised cross-border trade 
rules (Network codes)

 • Pan-European network planning 
(TYNDP)

 • Unbundling-breaking up vertically 
integrated energy companies

 • Independence of energy regulators

 • Cooperation of European energy 
regulators (ACER) and TSOs 
(ENTSO)

 • Capacity mechanisms–greater 
coordination across the EU

 • Removing priority dispatch to 
renewables

 • Green Energy Package:

 – Carbon reduction by 20% (compared to 
1990) by 2020

 – Energy production from renewables to 
reach 20% by 2020 (with country apecific 
targets)

 • Energy Efficiency Directive–20% reduction in 
consumption levels by 2020 (compared to 
projected use)

 • 40% cut in greenhouse gas emissions 
compared to 1990 levels

 • At least a 27% share of renewable energy 
consumption

 • At least a 27% energy savings compared with 
the business-as-usual scenario

 • Integration of 'energy islands' into 
European energy network

 • Project of Common Interest (PCI) 
status:

 – EU funding (eg development)

 – Fast-tracked planning and permit 
procedures

 – Status of pan-European 
significance

 – Appropriate regulatory incentives 
for the level of risk

 • Interconnection target–15% of total 
installed capacity by 2030 (current 
target is 10% by 2020)

Climate change policies

Decarbonisation of the European economy

Climate change targets for 2030

Infrastructure Package

Integrating European energy 
infrastructure  

Increased levels of 
interconnection

EU Energy Strategy 2030
(to be adopted in Iegislation)

Market measures Climate change policies Infrastructure
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Chapter 2 UK Offshore Wind Market

Figure 10Market summary
There is currently 7.9 GW of offshore 
wind capacity in the UK and the 
government has set an ambitious target 
of over 30GW by 2030. 

Offshore wind power accounted for 
14.7% of the total power generation in 
the UK in 2018 and has seen significant 
growth.

As shown in Figure 9, the UK enjoys a 
long coast line with good wind speed 
and relatively shallow seabed, making it 
an ideal place to develop offshore wind 
farms. As a result, we are seeing some 
of the largest wind farms and turbines 
being planned and installed alongside 
the UK coast.

2.1 Market overview

UK Continental Shelf
United Kingdom Rest
of Europe

Territorial Waters Limit

Operational
Under construction
Government support on offer
Consented
In planning
Pre-planning
Wind Farm Areas of Search
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Existing projects
Obtain seabed leasing right is the first step of offshore wind farm development. The UK Government, the Crown Estate and 
Renewable UK have initiated the seabed leasing mechanism in 1998.

So far there has been three rounds 
(including subsequent extensions) of 
seabed leasing activities in the UK and 
current projects are:

Round 1
In Round 1, single project can be 
developed within a 10 square meter 
area and not more than 30 turbines. 
Developers can propose the seabed they 
wish to lease. 
There were 17 projects successfully 
obtained the lease in April 2001, out 
of which 5 weren’t able to obtain 
planning consent due technical issues, 
the remaining 12 projects were able 
to proceed and started generating 
electricity from August 2013. Total 
installed capacity from Round 1 were 
1.2GW, out of which one project has 
an installed capacity of over 200MW, 
three have an installed capacity between 
180MW to 200MW, all the other eight 
projects are less than 100MW.

Round 2
Building on experience from Round 1, 
in order to increase the success rate of 
planning consent, projects proposed in 
Round 2 were most in the Liverpool Bay, 
River Thames (east coast) and the Wash. 
In order to minimise impact on bird 
life and the coastal landscape, projects 
proposed in this round have avoided the 
shallow water area and areas that are 
8-13km offshore. 
There were 15 projects totalling 7.2GW 
capacity successfully obtained seabed 
leasing right in this round, representing 
a significant increase from Round 1. The 
biggest project proposed in Round 2 was 
860MW, with the smallest being 150MW. 
London Array (630MW) was the biggest 
offshore wind project in the world when 
it was completed in July 2013, but was 
subsequently superseded by Triton Knoll 
(860MW) in August 2015.

Round 3
In June 2008, the Crown Estate launched 
the third leasing round for offshore wind 

farm development. It included 9 areas 
with a total installed capacity of 25GW. 
The Crown Estate enlarged the potential 
leasing area to facilitate developer’s 
research and evaluation of seabed in 
order to select the most appropriate 
sites. TCE adopted an auction format 
for this leading round. Bidders can bid 
as a single entity or in a consortium. 
This process run from March 2009 to 
January 2010 and received more than 40 
applications. 

Scottish Projects
Scotland run offshore wind seabed 
leasing independently from the rest 
of the UK. There were 17 applications 
initially put forward, out of which 9 
were awarded development rights, 
totaling a 6GW capacity. 6 projects then 
successfully obtained planning consent. 
2 projects withdrew from the process, 
and the remaining 4 projects have 
managed to proceed further.

Figure 11
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Round One – Existing projects

Project Capacity Capex Ownership Status Additional info

Barrow 90MW £123m Ørsted Operational (since 2006) Has a ROC 
agreement

Blyth 4MW £4m E.ON Operational (since 2000) Has a ROC 
agreement

Burbo Bank 90MW £90m Ørsted Operational (since 2007) Has a ROC 
agreement

Burbo Bank Extension 258MW £800m Ørsted (50%), PKA Group 
(25%), Kirkbi A/S (25%)

Operational (since 2017) CfD received at 
strike price of £140/
MWh-155/MWh

Gunfleet Sands 1&2 172MW £300m Ørsted (50.1%), Marubeni 
(24.95%), Development 
Bank of Japan (24.95%)

Operational (since 2010) Has a ROC 
agreement

Gunfleet Sands 3 12MW £51m Ørsted Operational (since 2013) Has a ROC 
agreement

Kentish Flats A and C 90MW £121.5m Vattenfall Operational (since 2005) Has a ROC 
agreement

Lynn and Inner 
Dowsing

194MW £300m GIB (61%), Blackrock (39%) Operational (since 2009) Has a ROC 
agreement

North Hoyle 60MW £80m Greencoat UK Operational (since 2003) Has a ROC 
agreement

Rhyl Flats 90MW £190m Innogy (50.1%), Greencoat 
UK (24.95%), GIB (24.95%)

Operational (since 2009) Has a ROC 
agreement

Robin Rigg East and 
West

180MW £396m E.ON Operational (since 2010) Has a ROC 
agreement

Scoby Sands 60MW £75.5m E.ON Operational (since 2004) Has a ROC 
agreement

Teesside 62MW £200m EDF Energy Operational (since 2013) Has a ROC 
agreement

Extension
As well as leasing out seabed for new projects, the Crown Estate has also leased out rights for extension on the previous 
successful projects on the basis they can obtain all necessary permissions and consents.  This include: Burbo Bank, Walney, 
Kentish Flats, Thanet, Greater Gabard, Race Bank and Dudgeon.

Below we have set out a list of successful offshore wind farm projects in previous leasing rounds.
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Round Two – Existing projects

Project Capacity Capex Ownership Status Additional info

Dudgeon 402MW £1.3bn Statoil (35%), China Resources 
Power (30%), Masdar (35%)

Operational (since 
2017)

CfD received at 
strike price of £140/
MWh-155/MWh

Galloper 336MW £1.54bn Sumitomo (12.5%), Siemens (25%), 
Innogy (25%), Macquarie (12.5%), 
GIB (25%)

Operational (since 
2018)

Has a ROC 
agreement

Greater Gabbard 504MW £1.5bn SSE Renewables (50%), Innogy (50%) Operational (since 
2012)

Has a ROC 
agreement

Gwynt y Môr 576MW £576m Innogy (50%), Stadtwerke München 
(30%), GIB (10%), Siemens (10%)

Operational (since 
2015) 

Has a ROC 
agreement

Humber Gateway 219MW £736m E.ON Operational (since 
2015)

Has a ROC 
agreement

Lincs 270MW £1bn GIB (75%), Ørsted (25%) Operational (since 
2013)

Has a ROC 
agreement

London Array 630MW £1.8bn E.ON (30%), Ørsted (25%), CDPQ 
(25%), Masdar (20%)

Operational (since 
2013)

Has a ROC 
agreement

Ormonde 150MW £552m Vattenfall (51%), AMF (49%) Operational (since 
2012)

Has a ROC 
agreement

Race Bank 573MW £1.7bn Ørsted (50%), Macquarie (37.5%), 
Sumitomo (12.5%)

Operational (since 
2018)

Has a ROC 
agreement

Sheringham Shoal 317MW Statoil (40%), Statkraft (40%), GIB 
(20%)

Operational (since 
2012)

Has a ROC 
agreement

Thanet 300MW £900m Vattenfall Operational (since 
2010)

Has a ROC 
agreement

Triton Knoll 860MW £2bn Innogy (59%), J-Power (25%), Kansai 
(19%)

Development 
(commissioning 
exp. 2022/23)

CfD received at 
strike price of 
£74.75/MWh. 

Walney Phase 1 and 2 367MW £1.2bn Ørsted (50.1%), SSE (25.1%), PGGM 
(12.4%), Ampere Equity Fund (12.4%)

Operational (since 
2010)

Has a ROC 
agreement

、

、
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Round 3 – Existing and future projects

Project Capacity Capex Ownership Phase Additional info

Dogger Bank (four 
projects)*

1,000-
1,200MW 

each

Undisclosed Three projects: Statoil 
(50%), SSE Renewables 
(50%), 
One project (Sofia Offshore 
Wind Farm): Innogy

Development Planning consents 
granted

East Anglia One 714MW £2.55bn One project (Teeside B): 
Innogy

Construction (exp. 
completion – 2020)

CfD received at strike 
price of £111.89/MWh

East Anglia Two 600-
800MW

£2bn ScottishPower Renewables Development Concept development/
Early planning stage, 
Construction expected 
2024

East Anglia Three* 1,200MW £3.5bn ScottishPower Renewables Development Planning consents 
granted, Construction 
expected 2020

Hornsea 1 1,218MW Undisclosed ScottishPower Renewables Construction 
(commissioning exp. 
2020)

CfD received at strike 
price of £140/MWh-155/
MWh. Estimated cost of 
£3bn.

Hornsea 2 1,386MW Undisclosed Ørsted Development 
(commissioning exp. 
2022/23)

CfD received at strike 
price of £57.5/MWh. 

Hornsea 3* 2,400MW Undisclosed Ørsted Development Concept development/
Early planning stage 

Moray (East) 950MW £1.8bn EDP Renovaveis (57%), 
Engie (23%), Mitsubishi 
Corp (20%)

Development 
(commissioning exp. 
2022/23)

CfD received at strike 
price of £57.5/MWh.

Rampion 400MW £1.3bn E.ON (50.1%), GIB (25%), 
Enbridge (24.9%)

Operational since 
2018

Has a ROC agreement

Seagreen Alpha* 525MW Undisclosed SSE (100%) Development Planning consents 
granted

Seagreen Bravo* 525MW Undisclosed SSE (100%) Development Planning consents 
granted
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Scottish projects 

Project Capacity Capex Ownership Status Additional info

Methil (Fife Energy 
Park) 

7MW Undisclosed Offshore Renewable Energy 
Catapult

Operational (since 
2013)

Has a ROC 
agreement

Beatrice 588MW £2.6bn SSE (40%), Copenhagen 
Infrastructure Partners (35%), SDIC 
(25%).

Construction CfD received at strike 
price of £140/MWh-
155/MWh

Inch Cape* 784MW Undisclosed SDIC Development Planning consents 
granted

Neart na Gaoithe £450MW £2bn EDF Renewables Development 
(commissioning 
exp. 2021)

CfD received at strike 
price of £114.39/
MWh, Planning 
consents granted

Key players
Current key players in the UK offshore 
wind market include utilities such as 
Ørsted, Vattenfall, Innogy, SSE, Scottish 
Power, as well as financial investors 
including infrastructure funds and 
pension funds.

*projects we could expect to participate in the next CfD auction round.

2.2 Statutory stakeholders in UK offshore wind market
There are a number of statutory stakeholders in the UK offshore wind market from different aspects throughout the project lifecycle. 

Figure 12

Private sector/ developers / investors

Seabed rights
Consents to build 
and operate

Transmission Economic support

Compete for sites Obtain consents & licences Secure grid connection Compete for contracts

The Crown Estate & Crown 
Estate Scotland
 • Leasing rounds
 • Statutory obligations
 • Stakeholder interests
 • Active management of seabed

Government 
Planning authorities 
Regional marine plans
Statutory advisers 

Ofgem
 • Generation licence

Ofgem/National Grid/OFTO
 • Agree connection
 • Licence for offshore 
transmission 

 • “Generator Build” model
 • OFTO tender rounds – 25 
year revenue

Government  
 • Deliver energy policy 
objectives 

 • Allocation for Contract for 
Difference (CfD)

 • Allocation Round 3 by May 
2019

It’s worth noting that in addition to the 
players that have traditionally been 
active in the UK power market, we 
have seen growing interest from the 
Fast East such as Japan (Mitsubishi 

Corporation, Sumitomo, J-Power, 
Kansai, Development Bank of Japan, 
etc.,) and China (China Resources 
Power, China Three Gorges, State 
Development Investment Corporation).
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Seabed rights
The Crown Estate (TCE) owns the 
seabed of which offshore wind farms 
are developed and therefore is 
responsible to lease out the seabed 
for offshore wind development 
through a competitive process. 
TCE will need to consult with other 
statutory stakeholders and interested 
groups to fulfill their duty of seabed 
management. 

Planning and Consents
After obtaining the lease to develop a 

wind farm, the developer will need to 
apply for Development Consent Order 
(DCO) from the Planning Inspectorate 
or permissions from local authorities, 
as well as obtain a generation licence 
from Ofgem. 

Power Transmission 
Transmission assets from the offshore 
wind farm to onshore grid will be built 
by the wind farm developer under 
the current scheme ('Generator-build' 
model). The developer then transfers 
the asset to an offshore transmission 

owner (OFTO). OFTOs are appointed 
through a competitive process which 
is run by Ofgem. The transmission 
agreement will need to be agreed 
with National Grid who is the system 
operator (SO).

Economic support 
Once the planning permission and 
generation consents are in place, 
developers can compete for Contract 
for Difference (CfD) which is an 
economic support that BEIS provides 
for eligible renewable generation. 
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2.3 The Offshore Wind Sector Deal
As part of the UK government’s effort 
to further promote and support the 
offshore wind market in the UK, BEIS 
published the Offshore Wind Sector 
Deal on 7th March 2019, marking the 
tenth Sector Deal from the modern 

Industrial Strategy signed by Business 
Secretary Greg Clark. 

This Sector Deal is designed to further 
facilitate the development of offshore 
wind in the UK. With an emphasis on 
the UK supply chain, it will not only 

help the UK reach its goal of 30GW of 
offshore wind capacity by 2030, but 
also ensure the UK remains the centre 
of excellence for offshore wind sector 
worldwide.  Key commitments include: 

Ideas

Sector Plan Government Plan

 • System integration: to establish a System Management and Optimisation Task 
Group (SMOTG) to deliver innovative solutions to system integration.

A road map will be published to identify opportunities to collaborate on 
pioneering technologies for system integration, such as co-located storage and 
wind to hydrogen

 • UK-based RD&D: the sector will continue to co-fund investment in UK-based 
Research, Development and Demonstration (RD&D) activities.

 • UK Intellectual Property: the sector and government will continue to drive 
innovation in the UK supply chain to increase competitiveness and development 
of UK IP.

 • Government & research institutions will work 
with the SMOTG on offshore wind system 
integration

 • Government will continue to fund collaborative 
RD&D to increase UK competitiveness and 
further reduce costs

 • Innovation activity to include a focus on 
increase the UK competitiveness of goods and 
services

People

Sector Plan Government Plan

 • Skills: to develop a skills training needs analysis and an accreditation framework 
to broaden the UK offshore wind skills base.

 • Workforce data: to introduce a workforce and skills model to track and report 
workforce data.

 • Diversity: to increase diversity in the work force with an ambition of 40% women 
employed in the sector by 2030. 

 • Health and safety: the sector will continue to collaborate to ensure the highest 
health and safety standards during development, construction, operation, and 
decommissioning. 

 • Knowledge: to build early-stage skills and knowledge accessibility

 • RD&D workforce: collaborations with universities will be expanded to support 
reaserch and cultivate a highly skilled RD&D workforces 

 • Apprenticeship: to review apprenticeship standards and increase 
apprenticeships with a target to be set by end of 2019

 • Government and devolved administrations will 
participate in a new sector led Investment in 
Talent Group.

 • The Investment in Talent Group will ensure 
that sector action is aligned and complements 
the government’s skills agenda.  
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Infrastructure 

Sector Plan Government Plan

 • The sector will deliver cumulative infrastructure investment of 
over £40 billion to 2030 (based on the sector’s estimates) to 
deliver a low-cost, clean energy system.

 • Collaborate to deliver an efficient, secure and integrated energy 
system

 • Through the investment certainty provided by the CfD 
mechanism, the sector will continue to reduce costs to 
consumers so projects commissioning in 2030 will consumers 
less as we move towards a subsidy free world.

 • Contract for Difference: Government will provide long term 
certainty to underpin investment: the government will make up to 
£557m available for future Contracts for Difference. 

 • The next CfD allocation rounds is planned to open by May 2019 
and it is intended that subsequent CfD auctions will be take place 
every two years.

 • A pathway to up to 30GW by 2030 provides a level of certainty 
unmatched by any other European government and means the 
UK will remain the anchor market for offshore wind.

 • Strategic deployment: the government will work collaboratively 
with the sector and wider stakeholders to address strategic 
deployment issues to ensure sustainable development and timely 
deployment.

 • The Crown Estate will establish a strategic enabling actions 
programme to increase the available knowledge and evidence to 
support sustainable and co-ordinated expansion of offshore wind

Business Environment

Sector Plan Government Plan

 • Supply chain and export: to build more productive, 
competitive and export-orientated supply chains. To establish 
and fund a new Offshore Wind Growth Partnership (OWGP), 
targeted at raising productivity and increasing competitiveness. 
Over the next 10 years the sector will be contributing up to 
£250m into delivering a stronger, more competitive UK supply 
chain

 • UK content: The sector will have a target of achieving total 
lifetime UK content of 60% for projects commissioning from 
2030 onwards including increasing levels of UK content in the 
capital expenditure phase. A roadmap of how this could be 
achieved will be developed 

 • Maintain key policies and programmes that support export-led 
growth.

 • Maintain key programmes that support inward investment-led 
growth

 • Developing frameworks to support future technology 

Places

Sector Plan Government Plan

 • Bolster regional clusters: the sector will bolster Regional 
Clusters by working with local, regional, and devolved 
government and economic development agencies

 • Established government programmes will deliver significant 
investments that benefit the industry across the UK 

The above information is summarise based the the Offshore Wind Sector Deal published by BEIS in March 2019.
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Chapter 3 Project Development 
Key Steps

In this chapter, we will go through the key stages in a project development life cycle and we will focus on the steps that are 
frequently asked by overseas investors and new entrants.

3.1 Project lifecycle
As shown in Figure 12 below, there are several key distinctive stages in the life cycle of an offshore wind farm. A wind farm 
can operate between 25-45 years depending on whether the wind farm is viable for extension. 

In the UK, the stages before a wind farm is operational such as seabed leasing, planning and consenting, and CfD auction 
are often competitive process and follow rigorous procedures and very often present challenges for new entrants.

We will focus on four main steps of a wind farm prior to operation:

Figure 13

One: Seabed 
Leasing

Two: Planning 
and Consenting

Three: Contract 
for Difference

Four: Transfer of 
Offshore Transmission 
Asset

2 1
5

2

3

25

1

20

1

Indicative time  (years)

Start

decommissioning

pre-tender  engagement 

seabed leasing

consenting

procurement & CfD tender

construction

operation 

Assign transmission 
asset to OFTO

continued operation 
(if viable)

lifetime extension 
or repowering

Agreement 
for Lease

Lease

Source: The Crown Estate
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Round 4 region refinements:

3.2 Seabed Leasing
Seabed leasing is the very first step to 
participate in the offshore wind market 
in the UK. The Crown Estate runs the 
leasing process which offers investors 
opportunities to get involved in early 
stages of the project life cycle in order 
to maximise returns. 

The Crown Estate (TCE) has run three 
rounds of seabed leasing so far and 
the fourth round is due to start in May 
2019.

We will use the seabed leasing Round 
4 as an example to take you through 
this process. 

Tender parameters
Prior to the process starts, TCE will 
announce the tender parameters 
which include geographical and 
technical requirements. 

Figure 14

Not precluded 
from any future 
leasing rounds

Regions refinement

 • Developers will be able to propose projects anywhere within the available region 

 • Final decision on which regions are included is due prior to launch

Propose to include: 
2 Dogger Bank
5 Southern North Sea
6 East Anglia
16 North Wales
17 Irish Sea

Under further 
consideration:
3 Yorkshire Coast
4 The Wash
9 South East
15 Anglesey

Regions excluded

Regions remaining

Source: The Crown Estate
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Round 4 technical specification:

Unique to In Round 4, bidders (offshore 
wind developers) will need to propose 
the site and specifications within the 

regions that are approved by TCE. 
This will place a further burden on the 
developers. However, this region of the 

seabed is very well studied and there is 
detailed data available for developers 
to make informed decisions.

Tender timeframe 

Figure 15

Figure 16

Spatial 
Parameters 

Capacity

Water depth

Minimum 
Density

Other 

Projects can straddle 
regions that are within 
the same bidding area

At least 75% of the 
project must be within 
the outer boundary of 
the open regions

Projects must avoid 
‘hard constraints’ 
(existing infrastructure)

Projects must be at least 5km 
from other windfarms unless 
the bidder has the current 
owner’s written agreement

Round 4 total procurement capacity 
to be increased from 6GW to 7GW

Bidders can bid as sole party or in a 
consortium

No more than 50% of the total 
capacity would be awarded in any 
bidding area

A corporate group may not be 
awarded an interest in projects 
totaling more than 3GW

Each project has to be within the 
range of 300 – 1500 MW

TCE is considering allowing each 
bidder to submit up to 20 unique 
bids in each bidding area

Available regions to be extended from 50m to 60m water depth

At Agreement for Lease: 3MW/km2
Graduated scale: 
 • Large project (1.5GW): 5MW/km2

 • Small project (below 500MW): 8MW/km2

Source: The Crown Estate

All time suggested are subject to change.

Timeline

Q2 2019 Q3 2019 Q4 2019 Q1 2020 Q2 2020 Q3 2020 Q4 2020

Launch 
notice & 

bidder’s day

Bidding 
preparation, 

forming 
consortium

PQQ 
preparation

ITT 
preparation

PQQ 
evaluation

ITT 
evaluation

Screening 
reports

Site 
summary 
reports

Report to Inform 
Appropriate 

Assessment (RIAA)

Contract 
negotiationWork with Crown Estate on plan level HRA

PQQ 
opens

PQQ 
deadline

ITT opens ITT 
deadline

Projects 
announced

Plan level 
HRA 

concluded

AfL 
awarded

Bidder activities Crown Estate activities
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Bidding process
The bidding process is divided into four stages:

Bidding Entities 

 • Bidders may bid as a single legal 
entity or in a consortium.

 • TCE will ultimately enter into an 
Agreement for Lease with a single 
legal entity of which any consortium 
members are expected to be the 
shareholders.

 • A legal entity or legal entities 
belonging to the same company 
group may join different consortia in 
different bidding areas but may not 

participate in more than one bidding 
entity in the same bidding area.

 • Bidders may nominate a third party 
expert to help them satisfy certain 
technical criteria. They would not 
need to be a shareholder but would 
need to be retained during the 
consenting period.

The first step of the bidding 
process is the Pre-Qualification 
Questionnaire (PQQ). 
The PQQ is backward looking in the 

sense that it mainly assess bidders 
financial performance and technical 
experience in the past to make sure 
bidders meet the minimum standards 
to successfully deliver offshore 
wind farm projects in the UK. There 
are mainly two areas that TCE are 
evaluating in PQQ stage: financial 
and technical. Figure 17 and Figure 
18 below set out the requirements a 
bidder will need to meet to pass PQQ in 
Round 4.

The tender process generally takes 18 
months from bidder engagement to 
Agreement for Lease. 

 • Prior to tender launch, TCE will 
carry out industry consultation and 
organise bidder engagement events 
to take feedback from the industry 
and key stakeholders to ensure the 

tender process will be sufficient 
enough to meet future energy needs 
and is reflective of the technology as 
well as financial standards. This stage 
can typically take 3 – 6 months. 

 • The bidding stage can take 6 – 8 
months followed by plan-Level 
Habitat Regulation Assessment (HRA) 

to make sure the proposed projects 
meet environmental standards 
before a lease can be agreed. This 
assessment can take 12 months. 

 • Upon a satisfactory conclusion of the 
plan-level HRA, successful bidders can 
then enter into negotiation with TCE.

Figure 17

Source: The Crown Estate

PQQ
Pre-qualification 
Questionnaire

ITT
Invitation to Tender

Plan-level HRA
Plan-level Habitats 
Regulations Assessment

AfL
Agreement for Lease

Bidding entities 
identified

Assessment of previous:
 • Financial performance
 • Technical experience 

Bids submitted for 
projects

Forward looking:
 • Project definition and 
location

 • Threshold financial and 
technical competence 

 • Commercial 
assessmentassessment

Responsibility of the 
Crown Estate

Bidders provide project 
design information to 
inform assessment

Bilateral commitment 

Provision of seabed 
rights



UK Offshore Wind Power Market Update  | Chapter 3 Project Development Key Steps

26

Figure 18

Figure 19

Financial 

 • Credit rating requirement is replaced by 3 financial metrics
 • Below financial test are for PQQ stage minimum of 300MW project only. Further financial 
tests will be applied in ITT stage

Net Assets minimum of £70 million net assets in the last audited account

Turnover
Average of £600 million per annum from large infrastructure projects in 
the last 3 years

Cash
minimum of £45 million of cash or cash equivalents in the last audited 
account

If bidding as a single legal entity
 • The bidder will have to meet all of the requirements above on its own. 

If bidding as a consortium
 • Consortium members must in aggregate meet the financial criteria on a weighted average 
basis, proportionate to their proposed share of the project they are bidding for

 • Individual consortium member will not be required to meet pro-rata threshold amounts.

Financial Test in ITT stage will 
be appropriate to the size 
of the project/projects being 
bid for.

In effect, a financially strong 
consortium member can 
ensure an overall pass for 
the consortium even if the 
individual members don’t’ 
pass.

This will provide flexibility 
to allow additional bidding 
consortia to enter the Round 
4 bidding process

Source: The Crown Estate

Source: The Crown Estate

Technical

Management experience Project development experience

Project 
mngt

Principal shareholder:
 • Direct experience of project managing 
expenditure ≥ £25m for a commercial 
project in any sector 

 • Can be a development or construction 
phase budget, but not R&D

Grid 
Connection

Principal shareholder:
 • Signed grid connection construction agreement for a 
grid connected power project ≥ 50MW

HSE mngt Principal shareholder:
 • Signed and up-to-date Health and 
Safety and Environmental policy 

 • Details of existing or planned 
management systems that can be 
applied to the project

Consent Principal shareholder:
 • Owner/Largest shareholder of a major infrastructure 
project at the point consent submission and award

 • Consent awarded in the last 10 years

HSE 
regulatory 
Action

All consortium members:
 • Details of any regulatory action taken 
in the past 3 years

Environmental Principal shareholder and/or a development service 
provider:

 • Managed a full DIA process and submitted an 
Environmental Statement (ES) in the last 10 years for:

 – Wind energy project ≥  50MW; and
 – Offshore infrastructure or extraction project

Potentially an offshore infrastructure developer in any sector can partner up with a company who has wind energy project 
experience to meet technical requirements.
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Figure 20

TCE encourages new participates to 
join this process in order to increase 
competition. It has introduced a few 
rules to provide flexibility to allow 
additional bidding consortia to enter 
the Round 4 bidding process. For 
example, in the case of a consortium, a 
financially strong consortium member 
can ensure an overall pass for the 
consortium even if the individual 
members don’t pass; an onshore 
wind farm developer can choose to 
partner with an offshore infrastructure 
developer to meet technical 
requirements as well. 

The second step of the bidding 
process is Invitation to Tender (ITT) 

The ITT process is forward looking 
in the sense that it will evaluate the 
proposals bidders put through for their 
specific projects in Round 4. The ITT 
step assesses developer’s bids in three 
aspects:

 • Project Definition & Location – 
compliance basis. Proposed projects 
will have to meet the parameters set 
out in the tender. This will include 
capacity, location, density, compliance 
rules and project type.

 • Financial and Technical Competence 
– Pass/Fail basis. Project specific 
financial metrics will be applied to 
assess the bidder’s ability to deliver 
the proposed project. Technical 
ability is assessed on a meeting 

minimum threshold basis.

 • Commercial assessment – ranking 
of option fee. A bidder will only be 
taken through this stage if it meets 
the requirement set out the previous 
two evaluation criteria. The option fee 
(£/MW) put forward by each bidder/
bidder group will be ranked from the 
highest to the lowest. TCE will take 
the offer from the highest bidder until 
it reaches the planned procurement 
capacity, 7GW in Round 4. If required, 
total option fee and value per square 
meter will be applied to differentiate 
between equal compliant bids. 

Project must comply 
with tender parameters

Compliance

Reviewed against 
threshold criteria

Pass/Fail

Successful bids are taken 
forward into plan-level HRA

Ranking of option fee

Project Definition & Location

 • Capacity

 • Coordinates

 • Density

 • Compliance with locational rules

 • Project type
 – Stand-along/Hybrid
 – OFTO/generator build

Financial & Technical Competence

 • Financial metrics will test the 
bidder’s ability to deliver project

 • Technical competence assessed 
against threshold criteria 

Commercial Assessment 

 • Bids ranked from highest to lowest 
in order of option fee value, 
measured in £/MW

 • Total option fee, followed by option 
value per km2 used to differentiate 
between equal compliant bids

 • Enough projects identified in line 
with geographic and bidder capacity 
limits to reach 7GW

In order to avoid significant effect on the integrity of European Sites and necessary mitigation measures are brought in 
place, bidders will be asked to provide information about their proposed projects to inform the assessment (e.g. turbine 
sizes, offshore platforms, offshore cable corridor, landfall location, installation methodologies)

Source: The Crown Estate
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Figure 21

Surveys and consenting

Agreement for Lease (10 years max) Form of Lease (60 years)

Construction Operation

End of 
round 4 

Wind Farm

Transmission

Award of 
consent

Enter transmission AfL

 • Provides right to carry out surveys 
and install instruments

 • Contains an obligation to apply for 
consent by a milestone date 

 • Minimum power densities will scale 
with project size

 • Reduction of capacity of up to 
25% by lease to allow for flexibility 
resulting from the CfD process

 • Option is exercised and the wind farm lease is entered following the award of 
consent 

 • TCE is proposing 60 years rather than 50 years in previous rounds

 • Contains milestones for project construction and generation start

 • Rent

 – Pre-generation rent set at 1/10th of option fee, per annum 

 – Generation rent is 2% of gross project turnover

 – Minimum rental level is to be confirmed 

 • Break rights

 – Restriction on break for 25 years post-works completion 

 – 3 years rolling break permitted thereafter

Enter transmission lease Assign Transmission lease to OFTO

Source: The Crown Estate

The third step is Plan-level HRA 
Successful bidders will be taken forward 
to plan-level HRA. In order to avoid 
significant effect on the integrity of 
European Sites and necessary mitigation 
measures are brought in place, bidders 
will be asked to provide information 
about their proposed projects to inform 
the assessment (e.g. turbine sizes, 
offshore platforms, offshore cable 
corridor, landfall location, installation 
methodologies)

The fourth step is Agreement for 
Lease (AfL)
Upon a satisfactory outcome from plan-

level HRA, successful bidders will then 
go into a contract negotiation stage with 
TCE and enter Agreement for Lease (AfL). 

The Agreement for Lease is 10 years 
max and offers the developers a time 
window to carry out surveys and install 
instruments. During the AfL period, the 
developer will need to obtain all planning 
permission and generation consent 
required, as well as participate in the CfD 
auction and secure financing. 

Once consent is awarded, the developer 
will exercise their option and enter 
into Form of Lease when TCE will start 

charging rent. TCE is proposing 60 years 
for Form of Lease in Round 4 rather than 
50 years in previous rounds. 

It is worth noting that transmission 
application and lease will need to be 
carried concurrently with the generation 
development. Wind farm developer is 
responsible for the construction of the 
offshore transmission asset, of which the 
ownership will then be transferred to 
an offshore transmission owner (OFTO) 
through a competitive process before 
operation starts.
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3.3 Planning Consent and 
generation licence
Planning Consent
Planning consent is the pre-requisite 
condition for an offshore wind farm to 
obtain government economic support 
and start construction. 
The Planning Act 2008 initiated the 
National Significant Infrastructure 
Project (NSIP) management scheme, 
applicable to projects that pass certain 
threshold in energy, transport, water and 
waste management. The reviewing and 
evaluation body for planning consent 
was originally the Infrastructure Planning 
Committee (IPC). The Localism Act 2011 
transferred the obligation from the IPC to 
the Planning Inspectorate.

Offshore generating stations with 
a capacity of more than 100MW 
are classed as national significant 
infrastructure projects (NSIP) and will 
need to apply for planning consent from 
the Planning Inspectorate.
The Planning Inspectorate is the 
reviewing and evaluation body, and final 
decision making authority resides with 
the Secretary of State for Energy.

There are six stages in the 
development consent regime, with 
responsibilities fall with different 
parties as set out below:

 • Pre-application 
The Applicant will need to formally 
consult with:

 – All statuary bodies

 – Local authorities

 – Local community

 – Affected persons

This stage can take as long as it’s 
needed and is driven by the applicant.

Development proposal has to be fully 
scoped and refined.

 • Acceptance 
The Planning Inspectorate must 
decide within 28 days
If refused: the applicant has 6 weeks 
window for the applicant to raise a 
legal challenge
If accepted: all documents will be 
published and application moves to 
the next stage

 • Pre-examination 
The Applicant must publish that its 
application has be accepted by the 
Planning Inspectorate and notify 
Interested Parties to get involved 
if any of them would like to raise 
any concerns or objections to the 
proposed wind farm. Registration 
time is set by the applicant but 
should be no less than 28 days. 
Then a Preliminary Meeting will be 
held followed by the issuance of the 
Examination timetable which marks 
the end of the pre-examination stage. 

 • Examination 
Examination authority must complete 
examination within 6 months.
This is primarily conducted through 
written representation, but hearing 
can also be held.

 • Recommendation and decision 
Examination authority submits 
recommendations to relevant 
Secretary of State within 3 months. 
The relevant Secretary of State has 3 
months to decide whether or not to 
grant a consent.

 • Post decision 
Any of the interested parties or 
anyone else have 6 months to legally 
challenge the decision.

Key legislation underpinning the process 
of regulation in the planning and 
consenting of infrastructure in the UK 
are:

 • Planning Act 2008 – effective 
from 26th November 2008, is the 
framework legislation for reviewing 
and approving infrastructure 
projects of national significance. It 
set out the basis for policy making 
and explained how the legislation 
will work towards climate change 
goals set by the UK government. 

 • Marine and Coastal Access Act 2009 

 • Growth and Infrastructure Act 2013 

 • Infrastructure Act 2015

 • Housing and Planning Act 2016

 • The Wales Act 2017

Projects with a capacity of less than 
100MW will need to apply for planning 
permission from local councils.
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Generation Licence
Offshore wind farm developers will need to apply for an electricity generation licence from Ofgem before it can start 
generating electricity. There are six steps in this application process:

Ofgem adopted a risk-based tiered 
application process. We have set out 
below the information applicants will 
need to provide under each tier. 
All applicants will start the application 
process in tier 1 and as such will be 
required to submit all the information 
and documents specified. 

Applicants that are moved to tier 2 will 
be required to submit the additional 
information and documents requested 
by Ofgem.

Applicants that are moved to tier 3 
will be required to produce original 
identification documents and attend an 
interview with Ofgem.

Tier 1 – applicable to all applicants

 • Applicants details 

 • Applicants’ directors details

 • Service address

 • Legal status

 • Applicants holding/parent company 
and directors details

 • Disqualification statements

 • Criminal convictions statements

 • Details of persons holding >20% of 
applicants shares

 • Details of persons in effective control

 • Details of licences held or applied for 
by applicant or related person

 • Details of previously refused 
application 

 • Proposed arrangements to use 
licence for purpose 

 • Certified copy of Certificate of 
Incorporation and VAT Registration 

Tier 2 

 • Proof of contact with the relevant 
Code Administrators 

 • Certified copies of any documents 
that verify information provided in 
application 

 • Details of any licence or 
authorisation refused, revoked, 
terminated by any other regulatory 
body

 • Applicants bank, auditors, solicitors 
details

Tier 3 

 • Original ID documents

 • Attend interview with Ofgem

Figure 22 Application steps

1. Consult 
guidance 
documents and 
application 
regulations

2. Complete and 
submit written 
application and 
fee

3. Submission 
acknowledged 
and checked for 
completeness and 
payment

4. Submit notice 
of application 
once the 
application is 
‘duly made’

5. 5. Ofgem makes 
a decision:  
a. Granted 
b. Refused
c. Asked 
for further 
information 
(clock will restart 
from 0 days)

6. Contact 
industry code 
administrator 
in respect of the 
industry code 
you must comply 
with/become a 
party to under 
the licence

45 working days
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3.4 Contract for Difference (CfD) 
auction 
Overview
The Contracts for Difference (CfD) 
scheme is the government’s main 
mechanism for supporting low-carbon 
electricity generation.

CfDs incentivise investment in 
renewable energy by providing 
developers of projects with high 
upfront costs and long lifetimes 
with direct protection from volatile 
wholesale prices, and they protect 

consumers from paying increased 
support costs when electricity prices 
are high.

There have been two auctions, or 
allocation rounds, to date, which have 
seen a range of different renewable 
technologies competing directly against 
each other for a contract. The third 
allocation round is due to open by May 
2019.

Generators will receive revenue from 
selling their electricity into the market 

as usual, independently from the CfD. 
However, when the market reference 
price is below the strike price, they will 
receive a top up payment to the level of 
the strike price agreed in the CfD. This 
is calculated and paid by Low Carbon 
Contracts Company. Conversely, if the 
market reference price is above the 
strike price, the generator must pay 
back the difference.

The Contract provides security over the 
trading unit price, not the volume of 
trading and it is for a period of 15 years.

Statutory stakeholders
Department for Business, Energy 
& Industrial Strategy: is the key 
government department setting the 
policy and establishing the CfD schemes. 

National Grid ESO is the Delivery Body 
for the CfD scheme, responsible for 

running the CfD allocation process.

The Low Carbon Contracts Company 
(LCCC) is a private company, owned by 
BEIS. The LCCC is the counter party to 
the contracts awarded in CfD allocation 
rounds (auctions) and its primary role 
is to issue the contracts, manage them 

during the construction and delivery 
phase and make CfD payments. 
Contract for Difference payments are 
collected from/paid to the electricity 
supply companies by LCCC.

Ofgem is responsible for hearing 
certain appeals.

Figure 23
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Previous CfD rounds
The table below sets out the key information from previous two rounds of CfD auctions. 

We can see there has been a sharp drop in strike price from £166.59/MWh in the first round to £63.66/MWh in the second 
round. This is mainly driven by the drop in generation cost in renewable sources and shows the industry’s confidence in 
improving efficiency and lowering generation cost in the future.

Figure 24

Wind Farm Current Strike 
Price(£/MWh)
(2012 prices)

Target
Commissing

CfD Type

Allocation
Round 1

Beatrice Phase 1 140.00 March 2018 Investment

Beatrice Phase 2 140.00 March 2019 Investment

Burbo 150.00 March 2017 Investment

Dudgeon Phase 1 150.00 March 2017 Investment

Dudgeon Phase 2 150.00 August 2017 Investment

Dudgeon Phase 3 150.00 December 2017 Investment

Walney, Phase 1 150.00 March 2017 Investment

Walney, Phase 2 150.00 March 2018 Investment

Hornsea Project 1, Phase 1 140.00 March 2019 Investment

Hornsea Project 1, Phase 2 140.00 March 2020 Investment

Hornsea Project 1, Phase 3 140.00 March 2021 Investment

EA 1, Phase 1 119.89 March 2018 Phased (apportioned)

EA 1, Phase 2 119.89 March 2019 Phased (apportioned)

EA 1, Phase 3 119.89 March 2020 Phased (apportioned)

Neart na Gaoithe 114.39 March 2022 Generic

Allocation
Round 2

Hornsea Project 2, Phase 1 57.50 March 2023 Phased (single metering)

Hornsea Project 2, Phase 2 57.50 April 2024 Phased (single metering)

Hornsea Project 2, Phase 3 57.50 April 2024 Phased (single metering)

Moray East, Phase 1 57.50 April 2022 Phased (apportioned)

Moray East, Phase 2 57.50 April 2022 Phased (apportioned)

Moray East, Phase 3 57.50 April 2022 Phased (apportioned)

Triton Knoll, Phase 1 74.75 March 2022 Phased (apportioned)

Triton Knoll, Phase 2 74.75 June 2022 Phased (apportioned)

Triton Knoll, Phase 3 74.75 August 2022 Phased (apportioned)
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Application process
The flow chart below shows the application process an applicant will need to follow through the CfD auction process.

Figure 25

Source: National Grid

1. Pre-Application activities

4. Reviews

7. Sealed bids

2. Application 

5. Appeals

8. Allocation

3. Qualification

6. Valuation

9. Notification

Step 1 pre-application activities 
There are a number of Pre-Application 
activities that Applicants must 
undertake before being able to apply 
for a CfD:

01. Register your organisation 
In order to apply for a CfD, Applicants 
will be required to first to register 
their company and users on the EMR 
Delivery Body website (https://www.
emrdeliverybody.com/cfd/home.aspx )
There are a number of mandatory 
registration criteria applicant’s will 
need to provide, including: 

i. Company name, address & 
registration number – these 
information must match the 
Companies House information 
exactly. (Companies House is 
the company registry in the UK)

ii. Authorised Person – must be 
a verified current company 
Director or secretary still active 

on Companies House records, 
details must match exactly

iii. Letter headed paper – the 
registration form must be 
printed on your own company 
letter headed paper. It must 
be signed and dated by the 
Authorised Person 

02. Supply Chain Plan
Projects of 300MW generating capacity 
or more can apply for a supply chain 
certificate, certifying that they have an 
approved Supply Chain Plan for their 
project and proving their eligibility to 
bid in to the next CfD allocation round. 
Information to be included in the 
Supply Chain Plan are: 

i. Contact Details 

ii. Project Details

iii. Project Summary

iv. Competition, innovation and 
skills criteria 

Those who are successful will receive 
a Supply Chain Approval Certificate 
from BEIS, which CfD Applicants must 
provide to the Delivery Body as part of 
their CfD Application. Details of how 
to prepare the Supply Chain Plan can 
be found in: https://assets.publishing.
service.gov.uk/government/uploads/
system/uploads/attachment_data/
file/759231/AR3_SCP_Guidance_-_
Nov_2018.pdf 

03. Minor and Necessary
The Minor and Necessary process 
enables prospective CfD Applicants to 
review the CfD Standarad Terms and 
Conditions and if necessary, apply to 
the Low Carbon Contract Company 
(LCCC) for Minor and Necessary 
modifications. LCCC will assess all 
Applicants in accordance with the 
criteria set out in the Regulations.

04. Allocation process overview
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Figure 26

Source: The Crown Estate
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Step 2 Application 
01. Creating an Application

Once registered, Applicants can 
make an Application.

02. Application next steps

Once the application is made, the 
Delivery Body will then determine 
whether or not an Application 
qualifies to take part in the 
Allocation Process.
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Step 3 Qualification 
01.Key qualification criteria 

i. Connection Agreements
There are 3 types of connection agreement:

Direct Connection
All output to transmission/distribution system

Applicants
Required to upload:

 • Signed Agreement, or Offer acceptance between the 
owner of the CfD Unit and owner of Transmission/
Distribution system

National Grid ESO
Checks:
 • Locational and technology consistency
 • Transmission enter capacity
 • Connection date in connection agreement

Partial Connection
Output to transmission/distribution system and Private Wire Network

Applicants
Required to upload:

 • Signed Agreement, or Offer acceptance between the 
owner of the CfD Unit and owner of Transmission/
Distribution system

National Grid ESO
Checks:

 • Locational and technology consistency

Private Network only
Output to Private Wire Network only

Applicants
Required to upload:

 • Private Network Use Agreement (where the owner 
of the CfD unit is not operator of Private Network)

National Grid ESO
Checks:

 • Locational and technology consistency

ii. Planning decision notice 
As part of normal project construction and operation, a generation project may require a number of different 
planning consents both for the generation facility and to connect to a transmission or distribution network.

Only some specific types of consents are relevant for CfD Qualification which are known as the ‘Applicable 
Planning Consents’, these are:

Section 36 Marine Licence

Transport Works Act Order
(if CfD unit is located in Wales and technology is 
offshore wind)

Development Order

Planning Permission

Applicants
Required to upload:

 • Planning Decision Notice for each Applicable Planning 
Consent that applies

National Grid ESO
Checks:

 • Locational and technology consistency

 • MW in planning decision notice >= capacity applied for

 • Planning Decision Notice has not expired at time of 
Application
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iii. Supply Chain Plan approval if 300MW or more

Supply Chain Approval
For projects with a capacity of 300MW or above

Applicants
Required to upload:

 • Certificate approved by BEIS

National Grid ESO
Checks:

 • Verify name on certificate vs. CfD Unit name and validity of 
approval certificate

iv. Cross-subsidy declarations
CfD unit cannot be: 

 • Carbon capture and storage (CCS), and Nuclear 

 • With a capacity of 5MW or less if its technology is Anaerobic Digestion or Remote Island Wind

 • None Great Britain 

 • Not to be in receipt of another subsidy, i.e.

 – Non Fossil Fuel Obligation (NFFO)

 – Scottish Renewables Obligation (SRO)

 – Capacity Market (CM)

 – Renewable Heat Incentive (RHI) (where technology is Energy from Waste with Combined Heat and Power)

 – Already in receipt of a CfD

 • Not to be in receipt of Renewable Obligation (RO) subsidy, unless:

 – RO accredited registering additional capacity of 5MW or more 

 – RO accredited registering subsequent offshore phases

 – Biomass co-fired station can switch generating unit from RO to CfD as Biomass Conversions

Cross-Subsidy Declarations

Applicants
Required to upload:

 • Declarations that CfD Unit not in receipt of subsidies for 
CM, CfD, RO, NFFO or RHI

National Grid ESO
Checks:

 • Verify declaration

 • Ofgem confirms status in RO
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v. Evidence of incorporation 

Evidence of Incorporation

Applicants
Required to upload:
 • If a corporate entity, provide a Certification of Incorporation (UK or non UK)
 • If tax registered, provide a Tax Certificate (VAT if UK registered)
 • If an Un-incorporated Joint Venture, provide a PDF showing parties within the 
UJV

National Grid ESO
Checks:
 • Verify information

vi. Target commissioning date within target commission window

Target Commissioning Date

Applicants
Required to upload:
 • Provide target commission date and target 
commissioning window start date

National Grid ESO
Checks:
 • System prevents applicant from submitting an application 
where target commissioning date is outside target 
commissioning window

vii. Crown Estate Agreement for Lease

Crown Estate Leases

Applicants
Required to upload:
 • Provide target commission date and target 
commissioning window start date

National Grid ESO
Checks:
 • System prevents applicant from submitting an application 
where target commissioning date is outside target 
commissioning window

viii. Offshore capacity requirements

Offshore Capacity Requirements

Applicants
Required to upload:
 • Provide provisional capacity estimate for each phase 
(up to 3 phases) as part of CfD Application 

National Grid ESO
Checks:
 • Provisional estimate capacity for Phase 1 must be >= 25% of 
total capacity of all phases

 • Total capacity of all phases must be <= 1500MW

02.Qualification decision
i. Window closes: the Delivery body will assess each CfD application that has been submitted within the CfD application 

window to determine qualification based on the information and evidence provided through the Portal against the 
Qualification criteria set by BEIS. 

This assessment will be conducted over the 15 working day period
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Step 4 Reviews (if necessary)

Step 5 Appeals (if necessary)

Delivery Body Review

Applicant Submit review notice within 5 working days 

Delivery Body Reply to applicant within 10 working days (from date of review notice)

Outcome Non-qualification review notice sent to applicant which overturns or upholds original 
decision and provide reasons for determination.

Applicants that are still not qualified after this process can raise a Qualification Appeal to 
Ofgem

Appeal to Ofgem

Applicant 5 working days to submit an appeal to Ofgem

Submission of Appeal to Ofgem and a copy to the Delivery Body

Ofgem No set timescale to determine the qualification

Allocation may proceed if overrunning

Delivery Body Delivery Body view on Applicants Appeal sent to Ofgem

Notification to Stakeholders that there are Appeals in progress

Delivery Body’s updates Appeals Register once CfD notification have been issued

Outcome Ofgem can overturn or uphold original decision and provide reasons for the 
Determination 

Ofgem to advise Applicant and Delivery Body stating the determination and date

Appeal to High Court

Applicant Where Ofgem upholds the Delivery Body’s Decision, Applicant has 28 calendar days to appeal 
to High Court

High Court High Court could ask Ofgem to reconsider their decision or direct the Delivery Body 
to reinstate Qualifying Applicant

ii. Results: Results of the assessment will be announced via email notification. You will be able to access your letter on 
the portal to view your qualification status.

iii. Raising a review: Where you are considered a Non-Qualifying Applicant, the National Grid ESO will provide reasons 
for the determination in writing. You will then have the opportunity to raise a Non-Qualification Review to the Delivery 
Body, however, no new evidence can be submitted in this Review in accordance with the CfD Regulation 2014 (20(2)c))
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Step 6 Valuation
During Application Valuation, the 
Delivery Body shall compare the 
aggregate value of all Qualifying 
Applications for each Delivery Year with 
the applicable budgets for each Pot and 
any minimum or maximum limits, to 

determine if there is a requirement for 
a competitive allocation process.

01. Valuation formula
The Delivery Body uses a Valuation 
Formula to calculate the Budget Impact 
of each Qualifying Application.

The variables used in this formula 
are published in the Round specific 
Allocation Framework and the same 
calculation is used for Sealed Bids 
should an Auction be required. Below 
we have set out a high level summary 
of the Valuation Formula:

Figure 27

(Note: the actual formula used is: Budget Impacts,yr,p = (Strike Pricecy,t – Reference Priceyr) X Load Factort,yr X YR1Fs,c,p X Capacitys,p X 
(Daysyr X 24) X (1-TLMyr) X RQMt X CHPQMs, please contact us for more detailed explanation)

02. Valuation process:
i. Input: All the variables required 
by the Valuation Formula are a 
combination of data supplied by 
the Applicant and data taken from 
tables specified in the Round 
specific Allocation Framework

ii. Budget Impact: the Delivery 
Body shall determine whether or 
not the valuation of all Qualified 
Applications exceeds the relevant 
part of the Budget and/or any 
Minima or Maxima

iii. Decision: if the budget and any 
maxima are not exceeded, each 
Qualifying Application shall be 
offered a CfD at their technology 
specific Administrative Strike Price, 
this is known as Unconstrained 
Allocation. 

If the budget is exceeded, then the 
Delivery Body shall run an Auction 
to ration the available Budget 
between Qualifying Applicants, this 
is known as Constrained Allocation 

iv. Auction: Where the Pot Budget 
is exceeded and Constrained 
Allocation is applied, a General 
Auction is required.

The Delivery Body shall first hold 
an Auction for Minima Technologies 
(where applicable) followed by a 
General Pot Auction including any 
unsuccessful Minima Applicants. 

v. Maxima: Where a Maxima 
would be exceeded, the Delivery 
Body shall hold an Auction for only 
those Technologies subject to that 
Maxima as defined in the Round 
specific Allocation Framework

Step 7 Sealed Bids
Where an Auction is necessary, the 
Delivery Body shall use a notice of 
auction to all relevant applicants, 
inviting the submission of sealed bids.

Applicants will have 5 working days to 
submit their sealed bids.
Once the sealed bids submission 
window closes, the Delivery Body shall 

run the Auction process resulting 
in the allocation of Contract for 
Difference. 

Step 8 Allocation
Delivery Body uses the Valuation 
Formula to value all Qualified 
Applicants, and sends a valuation 
report to the Secretary of State (SoS 
may decide to increase CfD budget)
Delivery Body will assess whether an 
Auction should take place
Delivery Body proceeds with 
Unconstrained Allocation (no auction) 
or Constrained Allocation (auction)
Independent Auditor carries out an 
assessment of Delivery Body Valuation 
Formula calculations
Secretary of State undertakes an 
Allocation Process Review and shall 
decide whether to proceed, re-run or 
cancel the Allocation Process
Delivery Body provides necessary 
notifications to the Low Carbon 
Contracts Company (LCCC) and 
Applicants. 

Budget 
Impact

What a 
successfully 
qualifying 

applicant will cost 
in the next 15 

years 

Strike price 
cannot exceed 

the Administrative 
strike price, which 
is the maximum 
strike price (£/

MWh) that applies 
to an Application

Reference price: 
Market Electricity 
Price (£/MWh) in a 
given time period

MW value 
provide by 
Applicants

i.e. load factors 
and other 
multipliers 

(Round specific)

i.e. transmission 
loss, hours to 

days etc., (Round 
specific)

X= - X X
Strike 
price

Reference 
price Capacity

Technology 
specific 
factors

General 
conversion 

factors
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Step 9 Notification 
At the end of an Allocation Round, the 
Delivery Body shall give written notice 
to each Qualifying Applicant setting 
out whether or not that Applicant is a 
Successfully Qualifying Applicant. 

Notifications shall be provided to 
registered Applicants through the 
Delivery Body Portal.

Notification shall include:

 • The awarded CfD Strike Price

 • Successful Allocation Capacity

 • Target Commissioning Date

Allocation Round 3
On 20th November 2018, the Secretary of 
State for Business, Energy and Industrial 
Strategy announced a Draft Budget 
Notice for the Contract for Difference 
Allocation Round 3.

Eligible projects will compete for an 
annual budget of £60 million in the third 
CfD allocation round for the delivery 

years 2023 to 2024 and 2024 to 2025. 
The allocation round will be subject to 
a total capacity cap of 6GW, subject to 
State aid approval. A Final Budget notice 
will be issued no later than 10 working 
days prior to the commencement of the 
allocation round. 

In the case of offshore wind technology 
in the upcoming Allocation Round 3:

It is worth noting that offshore wind is now the lowest in terms of Administrative Strike Price amongst all eligible technologies in 
Allocation Round 3. 

Commission date 2023/2024
(2012 prices)

2024/2025
(2012 prices)

Administrative Strike Price £56/MWh £53/MWh

Reference price £48.62/MWh £51.32/MWh

Load factors 58.4% 58.4%

Transmission loss multiplier 0.87% 0.87%

Renewable qualifying multiplier 1 1

Days 366 365

Technology Type 2023/2024 - £/MWh
(2012 prices)

2024/2025 - £/MWh
(2012 prices)

ACT 113 111

AD (>5MW) 122 121

Dedicated Biomass with CHP 121 121

Geothermal 129 127

Offshore Wind 56 53

Remote Island Wind (>5MW) 82 82

Tidal stream 225 217

Wave 281 268
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3.5 Transfer offshore transmission 
asset
Overview
Before commencing operation, the 
offshore transmission asset will need 
to be transferred to an offshore 
transmission owner (OFTO). Applicants 

to become an OFTO will need to 
go through a competitive process 
managed by Ofgem.. Offshore wind 
farm developers will need to provide 
detailed information of its wind farm 
and the transmission asset as port of 
the competition process. 

The OFTO will own the transmission 
assets between the offshore point of 
connection with the generator and the 
point of connection with the onshore 
transmission operator. This will include 
the cables and associated connection 
equipment. 

Key stakeholders and commercial 
structure 
The chart below laid out the general 
structure of the OFTO market.

 • OFTO: responsibile for the 
maintenance and operation of the 
transmission assets whilst the licence 
is held; 

 • Ofgem: Independent economic 
regulator, responsible for managing 
the process for granting offshore 
transmission licences (on the basis of 
a competitive tender process); 

 • NG ESO: National Grid Electricity 
System Operator (a role currently 
held by National Grid Electricity 
Transmission). NG ESO pays the 
Tender Revenue Stream (TRS) to the 
OFTO, with pre-defined adjustments 
based on availability; TRS is collected 
from all system users including 
generators and this payment is 
asset specific. From generator's 
persepective, transmission cost 
(including TNUoS payment, capital 
cost and financing cost of building 
the transmission asset) is included in 
CfD strike price.

 • Offshore generator/developer: 
Will transfer OFTO assets (in parallel 
with licence award to OFTO) in return 
for receiving Transfer Value as a 
lump sum; 

 • HM Government: Underpins OFTO 
agreements with planning and 
environmental permits; and 

 • Crown Estate: Provides a lease to 
the OFTO (lengths can vary, but will 
be 50 years for TR6 projects).

Figure 28
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Source: Ofgem
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Key industry codes:

 • STC defines the high-level 
relationship between the GB System 
Operator and the Transmission 
Owners. It is supported by a number 
of procedures that set out in greater 
detail the roles, responsibilities, 
obligations and rights

 • The Connection and Use of System 
Code (CUSC), which constitutes 
the contractual framework for 
connection to, and use of, National 
Grid’s high voltage transmission 
system. 

 • The Grid Code is required to cover 
all material technical aspects 
relating to connections to and 

the operation and use of the 
transmission system or, in as far 
as relevant to the operation and 
use of the transmission system, the 
operation of the electric lines and 
electrical plant connected to it or to 
a distribution system. The Grid Code 
also specifies data which system 
users are obliged to provide to 
National Grid for use in the planning 
and operation of the transmission 
system 

 • Distribution Codes: Licenced 
electricity distribution businesses, 
or Distribution Network Operators 
(DNOs), are obliged under Condition 
21 of their licences to maintain 

a Distribution Code detailing 
the technical parameters and 
considerations relating to connexion 
to, and use of, their electrical 
networks. 

Construction
All TR6 projects (and all previous 
projects) are being built by offshore 
generators (under the ‘generator 
build’ model). The regime also gives 
generators the choice of an OFTO 
designing and constructing the 
transmission assets, under the OFTO 
build model, which may be used in 
future tender rounds.

 • Generator build model

Figure 29
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 • Additional Capacity 
An OFTO will be entitled to additional 
revenue for investment in increased 
transmission capacity (if needed) 
provided the additional investment 
does not exceed 20% of the initial 
capital cost.

 • Pass-through Costs 
An OFTO may pass through 
certain costs, including costs 
incurred as a result of changes to 
decommissioning legislation, network 
rates, force majeure events and 
Ofgem tender fees. 

 • Refinancing Gain Share 
The refinancing gain share requires 
OFTOs to share 50% of any 
refinancing gain, except where 
the refinancing was undertaken to 
remove the OFTO from financial 
distress.

 • Biddable Indexation 
The OFTO’s revenue will be subject 
to indexation to the Retail Prices 
Index (RPI). Bidders can choose the 
proportion of their revenue stream 
they would like indexed to RPI. 

 • End of Revenue Term 
In Year 21 of the revenue stream, 
the OFTO is required to set aside a 
financial security equivalent to 50% 
of a year’s base revenue. This security 
is intended to cover any penalties 
incurred under the availability 
incentive.

Tender process
Ofgem is responsible for managing the 
competitive tender process through 
which offshore transmission license are 
granted. Bidders are invited to bid to 
own and operate transmission assets.

Availability
(Target: 98%) 

Incentive/
Penalty 

Capacity weighting

Above 98% Gain up to 5% of base revenue weights larger capacity outages more 
heavily than smaller capacity outages

Below 98% Penalty up to 10% of base revenue

A model for the construction of 
offshore transmission assets. 
Under the generator build option, 
the Developer carries out the 
preliminary works, procurement and 
construction of the Transmission 
Assets. The OFTO operates, 
maintains and decommissions the 
Transmission Assets. 

 • OFTO build model
A model for the construction 
of offshore assets. Under the 
OFTO build option, the Developer 
obtains the connection offer and 
undertakes high level design and 
preliminary works. The OFTO 
constructs, operates, maintains and 
decommissions the Transmission 
Assets. 

Transfer Agreement
Developers will produce an individual 
transfer agreement for each project, 
and ofgem will provide guidance on 
its expectations for this in the tender 
documentation published at enhanced 
pre-qualification questionnaire (EPQ) 
and invitation to tender (ITT) stage.

Licence & Revenue Stream
The successful bidder will be awarded 
an OFTO licence entitling it to a 
revenue stream for a 25-year (20-year 
in previous rounds) period, during 
which there is no automatic periodic 
price review.

The revenue stream will be paid to 
the OFTO by National Grid Electricity 
Transmission (NGET) in its capacity as 
the National Electricity Transmission 

System Operator (NETSO). In the event 
that the wind farm ceases to operate, 
NGET’s obligation to pay the OFTO will 
continue.

The revenue stream received by the 
OFTO will be largely dependent on 
the revenue stream bid during the ITT 
stage of the tender exercise. There 
may be adjustments to the revenue 
stream during the ongoing operation 
of the assets.

 • Availability Incentive 
The OFTO will be subject to a 
capacity-weighted availability 
incentive which will allow it to gain 
bonuses or incur penalties based 
on asset availability. Importantly, 
the revenue stream will not be 
dependent on asset utilisation. 
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Investors 
The remuneration scheme of OFTO is availability based payment with incentives for out-performance. Given the relatively 
steady return, typical investors of OFTO assets are institutional investors such as infrastructure funds. Table below gives 
details of current OFTOs.

Figure 30 Competitive tender process

Qualifying 
projects

Tender 
start

EPQ

EPQ stage 
outcome 
is a list of 
qualifying 
bidders 
progressing to 
ITT stage

Will only 
take place if 
required

Best and Final 
Offer (BAFO) 
– Will only 
take place if 
required

Details of EPQ and ITT requirements will be elaborated in later sections.

Additional 
EPQ

ITT BAFO Preferred 
Bidder

Successful 
Bidder

Transfer 
value

Developers’ Initial 
transfer value

Indicative transfer value
(ITV)

Final transfer value 
(FTV)

Ofgem will carry out cost assessments throughout the construction and OFTO tender processes to determine the final transfer 
value. The revenue stream bid by the successful OFTO will be adjusted to take into account any changes between the indicative 
and final transfer values.
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TR1

Robin Rigg East and West

Project OFTO

Transmission Capital Partners

Sheringham Shoal Blue Transmission 

Barrow Transmission Capital Partners

Greater Gabbard Balfour Beatty, Equitix Ltd and AMP Capital

Gunfleet Sands 1 and 2 Transmission Capital Partners

Ormonde Transmission Capital Partners

Thanet Balfour Beatty, Equitix Ltd and AMP Capital

Walney 1 Blue Transmission 

Walney 2 Blue Transmission 

TR2

Lincs Transmission Capital Partners

London Array Blue Transmission 

West of Duddon Sands Macquarie , 3i Infrastructure and Frontier Power

Gwynt y Môr Balfour Beatty, Equitix Ltd and AMP Capital

TR3
Westermost Rough Transmission Capital Partners

Balfour Beatty, Equitix Ltd and AMP Capital Humber Gateway

TR4 Burbo Bank Extension Diamond Transmission Partners 

TR5

Dudgeon Offshore Wind Farm Transmission Capital Partners

Race Bank Offshore Wind Farm Diamond Transmission Partners (preferred bidder)

Rampion Offshore Wind Farm Being appointed

Being appointedWalney Extension Offshore Wind Farm

Being appointed

To be appointed

To be appointed

To be appointed

To be appointed

To be appointed

To be appointed

To be appointed

To be appointed

To be appointed

To be appointed

Galloper Wind Farm

TR6

Future Rounds

Beatrice Wind Farm

Hornsea Project 1

East Anglia One

Hornsea 2

Moray East

Triton Knoll

Dogger Bank (four projects)

East Anglia Two

East Anglia Three

Hornsea 3
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E.ON 180 MW £65.5m Licence granted (2 March 2011)

Statoil 50%, Statkraft 50% 315 MW £193.1m Licence granted (27 June 2013)

Orsted 50%, Centrica 50% 90 MW £33.6m Licence granted (27 September 2011)

SSE 50%, RWE 50% 500 MW £317m Licence granted (26 November 2013)

Orsted 173 MW £49.5m Licence granted (19 July 2011)

Vattenfall 150 MW £103.9m Licence granted (10 July 2012)

Vattenfall 300 MW £164m Licence granted (17 December 2014)

Orsted Energy 50.1%, SSE 25.1%, and OPW 
24.8%

184 MW £105.4m Licence granted (21 October 2011)

Orsted Energy 50.1%, SSE 25.1%, and OPW 
24.8%

184 MW £109.8m Licence granted (26 September 2012)

Centrica (50%), Orsted Energy (25%) and
Siemens (25%) 270 MW £307.7m Licence granted (4 November 2014)

Orsted 50%, E.ON 30%, Masdar 20% 630 MW £459m Licence granted (10 September 2013)

Scottish Power Renewables 50%,
Orsted 50% 388 MW £268.9m Licence granted (19 August 2015)

RWE 60%, Stadewerke Munchen 30%,
Siemens 10% 574 MW £352m Licence granted (11 February 2015)

Orsted 205MW £156.7m Licence granted (4 February 2016)

E.ON 220MW £160.3m Licence granted (6 September 2016)

Orsted 258MW £230.2m Licence granted (5 July 2017)

Statoil (35%), Statkraft (30%),
Masdar (35%) 402MW £377.2m Licence granted (November 2018)

Licence granted Orsted 565MW £530.4m 

E.ON (50%), Enbridge (24.9%),
GIB(25%) 400.2MW £313.1m Shortlist announced in February 2017

Orsted 600MW £517m Shortlist announced in August 2017

RWE 25%, GIB 25%, Siemens (25%),
Macquarie (25%) 340MW £329.1m Shortlist announced in August 2017

EPQ process started

EPQ process started

EPQ process started

SSE (40%), CIP (35%), Red Rock Power
Limited (25%) 588MW £498.5m(Initial)

Orsted (50%), GIP (50%) 1200MW £1,396.0m(Initial)

Scottish Power Renewables; Vattenfall 714MW £813.6m(Initial)

Orsted1 ,400MW CfD obtained: £63.66/MWh

EDP Renovaveis (57%), Engie (23%),
Mitsubishi Corp (20%) 950MW CfD obtained: £63.66/MWh

Innogy (59%), J-Power (25%),
Kansai (19%) 860MW CfD obtained: £82.75/MWh

Tender to be held

Statoil (50%), SSE (50%). One project
(Teeside B): Innogy

c. 1,000MW 
each

ScottishPower c.800MW

ScottishPower 1,200MW

Orsted2 ,400MW

Developer Capacity Transfer Value Status

Continuing from previous page
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Summary
The UK power market is experiencing significant transition 
towards de-centralisation, decarbonisation, and digitisation 
and will provide opportunities for investments and growth for  
both domestic and international players.

As one of the most open and transparent power markets in 
the world, it has been the destination for overseas investments 
from both investment funds as well as utilities. This trend 
will continue...We envisage and will be further facilitated by 
growing energy demand. 

The UK power market is also one of the most advanced in 
terms of market liberalisation and competition. It has a 
number of innovative and complex regulation frameworks 
and regimes that on one hand provide solid foundation for 
long-term growth, on the other hand create certain barriers 
for new entrants as understanding the different regulation 
frameworks and how they integrate could be challenging to 
an overseas investor.

The offshore wind sector in the UK is a success story. The 
UK is leading the world in offshore wind in terms of capacity 
and technology. We can see from the trends shown in the 
previous CfD auctions  that the industry is extremely confident 
about reducing generation cost from offshore wind sources 
and this will help offshore wind power to grow from niche to 
mainstream. 

We hope this report has provided you with the key information 
you need before embarking on the journey of investing in the 
UK offshore wind sector and we are happy to take further 
questions and provide on-going support.
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