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Response to the consultation on further reforms to the Contracts for Difference (CfD)
scheme for Allocation Round 7 (AR7)

Dear Ed,

| have been pleased to work with you and your Ministerial colleagues across a range of
shared interests recently, including seizing the immense offshore wind opportunity in
Scotland and the wider renewables energy agenda.

| have very much welcomed the ongoing engagement between our governments on CfD
reform ahead of AR7 and | look forward to that continuing. This letter sets out Scottish
Government’s formal response to the consultation, which has been also informed by our
engagement with Scottish industry.

It is clear that together we must ensure that maximum support, sufficient budget, and more
longer-term certainty is provided to enable Scottish offshore wind projects to be delivered at
scale, which is of critical importance in terms of meeting the UK Government’s Clean Power
2030 targets. We also need to recognise the strategic importance of advancing floating
offshore wind (FLOW) projects now, if we are to realise the full potential of offshore wind for
the UK and Scotland in the longer term.

As | set out in my letter to you of 29 January, AR7 reforms must firmly support the
advancement of FLOW projects, including demonstration projects, for that reason. The
positive signalling in the CfD consultation document on the importance of FLOW is
welcome, but longer-term certainty is critical for the Scottish pipeline and supply chain
investment, hence why a sufficiently large funding pot in AR7 and clear support for FLOW
projects is of

paramount importance.



Scottish Ministers, special advisers and the Permanent Secretary are covered by the
terms of the Lobbying (Scotland) Act 2016. See www.lobbying.scot

St Andrew’s House, Regent Road, Edinburgh EH1 3DG

o0 afyoedy a

www.gov.scot

Whilst we are supportive of CfD reforms that can accelerate offshore wind project
deployment in principle, on the proposal to temporarily relax CfD consenting requirements
for fixed-bottom offshore wind projects, the Scottish Government is concerned about the
impact this would have on delivery, with projects without consent potentially securing CfD
ahead of those with consent. This would particularly disadvantage Scottish projects given the
maturity of our project pipeline, and could have knock-on implications for the delivery of
mission critical projects for 2030. Any delays to mature projects securing a CfD contract
could also deter time critical investments in the associated supply chain.

In the event that the UK Government wishes to pursue this approach, however, we would
ask that the UK Government consider extending it to FLOW projects, to ensure fairness of
approach.

The proposal to extend CfD contract terms beyond 15 years is a positive development, given
the wider uncertainty felt by the sector, albeit we would want to understand any impact this
might have on seabed leases.

Clearly, CfD reforms must be considered as part of the wider set of UK Government reforms
currently underway, such as the Transmission Network Use of System (TNUoS) charges and
the potential introduction of zonal pricing, to understand the cumulative impact on the
development and deployment of offshore wind projects in Scotland.

As raised in my letter of 11 February to Minister Shanks, | would urge the UK Government to
urgently consider measures that need to be put in place to address the high and volatile
TNUoS charges that will otherwise impact on the competitiveness of Scottish projects in the
upcoming ARY.

Finally, all of these potential reforms and changes need to be considered in the context of
high consumer energy bills and the vital need to protect the most vulnerable consumers. Any
changes to the CfD scheme, and indeed any broader market reforms, must not exacerbate
already high energy bills.

| look forward to continuing to work together to advance our shared goals of accelerating the
deployment of renewable energy and capitalise on this era-defining opportunity.
Yours sincerely,

GILLIAN MARTIN
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