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Subject: State Aid SA.49318 (2017/N) – United Kingdom 

Support for wind energy on remote islands 

Sir, 

1. PROCEDURE 

(1) By letter dated 24 July 2014 (hereafter, 'the 2014 Decision')
1
, the Commission 

considered the United Kingdom's renewables support scheme entitled 'Contracts 

for Difference for Renewables' (hereafter, 'CfD scheme') compatible with the 

Treaty on the Functioning of the European Union (hereafter, 'TFEU').  

(2) By an electronic notification dated 11 October 2017, registered at the 

Commission on the same date, the United Kingdom (hereafter, 'UK') notified a 

modification of the above-mentioned scheme. The notification was preceded by 

pre-notification contacts which the UK initiated in 2015. 

2. DETAILED DESCRIPTION OF THE AID 

2.1. Description of the original aid measure 

(3) The objective of the CfD scheme is to help the UK achieve the renewable energy 

targets set by the EU as part of its 2020 strategy, in particular to meet its target to 

                                                 
1
  Decision C(2014) 5079 final of 23 July 2014, SA.36196 (2014/N), JOCE C/393/2014.  

http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=OJ:C:2014:393:TOC
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reduce its greenhouse gas emissions in 2020 by 34 % compared to 1990 as well as 

its longer-term goals to reduce CO2 emissions.  

(4) To this effect, aid is granted in the form of a variable premium on top of the 

wholesale electricity price up to the level of a pre-defined strike price. The 

producers will receive the difference between the strike price and the market price 

of electricity based on contracts for difference. In case of high wholesale 

electricity prices, revenues for renewable generators will be capped at the strike 

price. No support will be paid in case of periods of negative prices longer than six 

hours.  

(5) Aid is granted via a competitive bidding process open to all renewable electricity 

generators on a non-discriminatory basis. To ensure effective competition 

technologies are divided into three groups during the bidding process. At the time 

of the 2014 Decision these groups were: 

 Group 1 – "established technologies": Onshore Wind (>5 MW), Solar 

Photovoltaic (>5 MW), Energy from Waste with Combined Heat and 

Power, Hydro (>5 MW and <50 MW), Landfill Gas and Sewage Gas. 

 Group 2 – "less established, new and innovative technologies": Offshore 

Wind, Wave, Tidal Stream, Advanced Conversion Technologies, 

Anaerobic Digestion, Dedicated biomass with Combined Heat and Power 

and Geothermal. 

 Group 3 – biomass conversion plants, subject to a technology specific 

bidding process in the period before 2017. 

(6) The beneficiaries of the CfD scheme sell the electricity produced on the market 

and are subject to standard balancing responsibilities as defined by national 

regulation. Any investment aid, or other support previously received or granted is 

deducted from the support under the CfD scheme. 

(7) The total budget of the CfD scheme is GBP 15 billion. The CfD counterparty will 

be funded through a statutory levy imposed on all licensed electricity suppliers, 

based on the suppliers' market share. Aid under the CfD scheme will be granted 

for a period of 10 years starting on 1 April 2015. The national legal basis of the 

CfD scheme is the Energy Act 2013. 

2.2. Notified modification 

2.2.1. Nature of the modification 

(8) The modification of the CfD scheme notified by the UK relates to the 

introduction of a new category of beneficiaries of the scheme.   Onshore wind 

projects located on remote islands (hereafter 'remote island wind'), as a distinct 

class of technology, subject to its own administrative strike price, will compete 

for support with other less established, new and innovative technologies in Group 

2. 

(9) The UK has declared that remote islands will not be subject to separate minima 

within the CfD scheme – neither in terms of capacity deployment nor in terms of 

allocation budget. In addition the UK has confirmed that, should such minima be 

introduced in the future, the authorities will re-notify the measure. 
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(10) The UK has confirmed that the modification does not change: 

 the methodology and conditions of the CfD scheme; 

 the overall budget of the CfD scheme; 

 the financing of the CfD scheme; 

 the duration of the CfD scheme. 

(11) Thus, despite the envisaged introduction of a new category of beneficiaries, the 

CfD scheme will continue to operate as approved under the 2014 Decision. 

Cumulation conditions and conditions related to market participation and 

balancing responsibilities also remain unchanged. 

2.2.2. Rationale for the modification 

(12) The objective of the UK authorities is that remote island wind becomes part of a 

broad and diverse range of low-carbon technologies that will form the long-term 

energy mix in the UK.  

(13) Remote islands are typically dependent on oil and diesel generation with the 

associated carbon emissions. The installation of renewable energy on remote 

islands will reduce this dependence. In addition, the development of remote island 

wind facilities and their connections to the onshore transmission grid will increase 

the security of supply to the remote islands. 

2.2.3. Remote island wind as a separate category of renewable generation 

(14) Remote island wind projects will be realised onshore but will have a combination 

of offshore characteristics and unique remote island specific characteristics. 

(15) Similar to offshore wind installations, remote island wind projects will be 

exposed to: 

 high and consistent average wind speeds; 

 extreme weather conditions;  

 high air moisture and salinity. 

(16) The characteristics that distinguish remote island wind from both onshore and 

offshore wind are that remote island wind projects must: 

1. be located on an island, at least 10 km from the Great Britain mainland; 

2. be located more than 50 km from the Great Britain mainland node at 

which the project is to be connected to the Main Interconnected 

Transmission System; 

3. require at least 20 km of subsea cable; 

4. be connected to the Great Britain electricity network upon completion. 

(17) To illustrate the potential geographical scope of the modification, the UK 

authorities submitted the map below (Figure 1) indicating the islands that are 

more than 10km from the coast of the GB mainland (in other words, islands that 

meet the first of the four required criteria). The largest of the qualifying island 
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groups include the Western Isles (also known as the Outer Hebrides), Orkney 

Islands and the Shetland Islands, all of which have operational, consented, and/or 

planned wind farms on them. Smaller islands and island groups include the Isles 

of Scilly, Lundy, Colonsay, Rum, Tiree, Coll and The Isle of Eigg. The UK 

authorities note that environmental regulations ensure that an appropriate balance 

is struck when considering the benefits of renewable electricity generation on 

these islands and potential environmental impacts on Natura 2000 sites. 

 

Figure 1: Islands / island groups (shown in purple) that may 

be locations that could meet the first criterion of the remote 

island wind definition. 

(18) The UK authorities explain that the combination of offshore characteristics with 

specific remote island characteristics described above justifies the classification 

of remote island wind as a separate category of renewable generation. 

2.2.4. Remote island wind as part of Group 2 – "less established", new and 

innovative technologies  

(19) High average wind speeds mean that remote island wind installations will have 

large capacity turbines; either off-shore "Class-1" turbines or, for locations where 

the average wind speed is above 10 m/s, special "Class-S" turbines. High average 

wind speeds will also result in high load factors.  

(20) The UK authorities have submitted, as part of their notification, detailed 

calculations of the cost estimates for remote island wind projects and compared 

these with other technologies in Groups 1 and 2. The authorities point out that 

harsh meteorological conditions in which remote island wind installations have to 

operate and their geographical remoteness mean that these projects' levelised 

costs of producing energy ('LCOE') are significantly higher than those of a 

conventional onshore wind installation and are comparable with those of offshore. 
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The UK considers the current LCOE for remote island wind to be in the range of 

81 GBP/MWh to 92 GBP/MWh. This is higher than, but comparable to, the 

current estimated LCOE of offshore wind (78 GBP/MWh), which is a Group 2 

technology. For comparison, the equivalent LCOE for onshore wind projects (a 

Group 1 technology) commissioning in 2022/23 is estimated at GBP 62/MWh. 

(21) The UK authorities' calculations demonstrate the technical similarities which 

remote island wind displays with off-shore wind and the comparable levels of 

LCOE of the two types of wind installations. This makes it feasible for remote 

island wind to compete for access to the CfD scheme in the same technological 

group as offshore wind, i.e. Group 2 – "less established, new and innovative 

technologies". 

2.2.5. Remote island wind strike price 

(22) The administrative strike price for remote island wind, which is used as a ceiling 

for the support level within the competitive framework, will be set shortly before 

the allocation round opens in the same way as the administrative strike prices for 

other technologies covered by the 2014 Decision. A preliminary assessment 

suggests that if the authorities were to set an administrative strike price for remote 

island wind today, based on their methodology and current evidence, it would be 

set at approximately 85 GBP/MWh for 2022/23 (2012 prices). 

2.3. Duration 

(23) The UK notified the modification for the remaining duration of the approved CfD 

scheme, which is until 31 March 2025. 

2.4. Budget 

(24) As part of the CfD scheme, the aid for any remote island wind projects will fall 

within the budget allocation laid out in recitals 33-37 of the 2014 Decision. As 

such, the overall budget of the CfD scheme does not change. The UK authorities 

indicate that it is not possible to identify a specific budget associated with the 

notified modification. In general, it is the intention of the UK government to 

allocate up to a further GBP 557 million (in 2011/12 prices) per year in total for 

15 years to Group 2 technologies through a series of allocation rounds between 

now and the end of this Parliament (2022). The competitiveness of remote island 

wind in the auction will determine the precise amount allocated to that 

technology. However, spending plans may change and the currently intended 

budget for Group 2 could be increased or reduced depending on the evolution of 

spending priorities (though any signed contracts would be honoured). 

3. ASSESSMENT OF THE AID 

3.1. Existence of aid 

(25) In the 2014 Decision, the Commission concluded that the aid paid out fell under 

the provisions of Article 107(1) of the TFEU (recital 48 of the decision). In view 

of the fact that the present notification merely consists of an addition of a single 

category of beneficiaries, there is no reason to revise this conclusion.  
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3.2. Legality of the aid 

(26) The UK authorities have fulfilled their obligation under Article 108(3) of the 

TFEU by notifying the modification prior to its implementation and will not give 

effect to the proposal until a final decision on the compatibility of the measure is 

adopted. 

3.3. Compatibility of the aid 

(27) The CfD scheme was assessed under the Guidelines on State aid for 

environmental protection and energy 2014-2020 (EEAG)
2
. Remote island wind is 

a renewable generation technology and as such also falls within the scope of the 

EEAG. 

(28) The UK wishes to include remote island wind generators as a specific category of 

beneficiaries, who will compete for access to the contracts for difference in Group 

2 – "less established, new and innovative technologies". 

(29) The Commission notes that the above-mentioned modification is the only change 

to the existing aid measure as explained in recitals (10) and (11) above. 

3.3.1. Objective of common interest 

(30) The aim of the modification is to promote renewable generation in remote islands 

of the UK. This will: 

 help the UK achieve the renewable energy targets set by the EU as part of 

its 2020 strategy; 

 decrease the level of carbon emissions in remote islands; 

 contribute to the integration of remote islands to the electricity system of 

the GB mainland; 

 increase the security of supply of remote islands. 

(31) The Commission considers that the notified modification is clearly aimed at an 

objective of common interest in accordance with Article 107(3) of the Treaty. 

3.3.2. Need for State aid and appropriate instrument 

(32) In paragraph (107) of the EEAG, the Commission acknowledges that "under 

certain conditions State aid can be an appropriate instrument to contribute to the 

achievement of the EU objectives and related national targets". In its decision of 

23 July 2014 the Commission concluded that due to persistent negative 

externalities, deployment of renewable energy sources would typically not be 

financially viable without State aid (recital 56 of the decision). This is also true 

for remote island wind in whose case the existing negative externalities are 

further reinforced by the remote geographical position of the islands and the 

adverse climate conditions.  

                                                 
2
  OJ C 200, 28.6.2014, p. 1. 
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(33) According to paragraph (116) of the EEAG, in order to allow Member States to 

achieve their national energy and climate change targets, the Commission 

presumes aid to energy from renewable sources to be appropriate and have 

limited distortive effects provided all other compatibility conditions are met. The 

2014 Decision concluded that the CfD scheme is an appropriate instrument to 

address the objective of common interest (recital 59 of the decision). As the 

methodology of the scheme remains unchanged that conclusion is also applicable 

to the notified modification. 

(34) As remote island wind projects face specific technical challenges and costs, the 

Commission deems it appropriate that they are recognised as a distinct 

technology, subject to their own administrative strike price and eligible to 

compete for support against other less established, new and innovative 

technologies in Group 2. 

3.3.3. Incentive effect 

(35) In line with paragraph (49) of the EEAG, the incentive effect occurs if the aid 

induces the beneficiary to change its behaviour towards reaching the objective of 

common interest which it would not do without the aid.  

(36) The Commission notes that in the absence of aid wind installations in remote 

islands will not be deployed, as without the aid such projects would not be 

financially viable. The aid therefore has an incentive effect, since remote island 

wind projects are not currently able to effectively compete for support against 

other Group 1 technologies and are therefore not currently incentivised to develop 

projects and take part in the scheme. 

3.3.4. Proportionality 

(37) According to paragraph (69) of the EEAG, environmental aid is considered to be 

proportionate if the aid amount per beneficiary is limited to the minimum needed 

to achieve the environmental protection objective aimed for. 

(38) Paragraph (109) of the EEAG indicates that, in the view of the Commission, 

market instruments such as auctioning or competitive bidding processes to select 

beneficiaries of aid to renewable sources should normally ensure that subsidies 

are reduced to a minimum. 

(39) In the 2014 Decision the Commission concluded that the aid granted under the 

CfD scheme is proportionate (recital 78 of the 2014 decision).  

(40) This conclusion holds also for the notified modification in view of the fact that 

the support for remote island wind will be determined on the basis of the same 

calculation methodology approved under the 2014 Decision, which is to say: 

 The future administrative strike price will be set in exactly the same way as 

the administrative strike prices for other technologies covered by the 2014 

Decision. 

 Aid continues to be in the form of a variable premium in line with the 

requirements of paragraph (124) (a) of the EEAG. 
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 The strike price cap of the CfD scheme continues to be applicable, 

guaranteeing no overcompensation. 

 The condition not to receive aid in case of periods of negative prices longer 

than six hours continues to be applicable, ensuring compliance with 

paragraph (124) (c) of the EEAG.  

 The cumulation condition as described in recitals 40 to 46 of the 2014 

Decision remain unchanged. 

(41) In recital 72 of the 2014 Decision the Commission accepted the arguments of the 

UK in favour of the organisation of separate tenders for less established 

technologies and the allocation of dedicated budgets for them. In relation to these 

tenders it also concluded, in recital 75, that "the selection process will be 

competitive enough to presume that the aid is proportionate and does not distort 

competition to an extent contrary to the internal market". 

(42) The Commission accepts the arguments of the UK to allow remote island wind to 

compete as a separate category within technology Group 2 - "less established", 

new and innovative technologies, due to the following facts: 

 The unique characteristics that separate remote island wind from both on-

shore and off-shore wind as described in recitals (16) and (20) above. 

 The technical similarities which remote island wind displays with off-shore 

wind as described in recital (15) above. 

(43) The Commission furthermore notes that the absence of minima for remote islands 

in terms of capacity deployment or allocation of budget, as set out in recital 9, 

ensures that this separate renewable generation category will compete effectively 

within Group 2 without having any distorting effects on the outcome of Group 2 

tenders. 

(44) As the inclusion of the additional renewable category of remote island wind will 

not change the way tenders for access to CfD support are organised, it can be 

concluded that the selection process will continue to be competitive. In fact, the 

inclusion of a new category of beneficiaries is expected to increase competition in 

the tender, ensuring a proportionate aid amount. 

(45) Based on the above the Commission concludes that aid under the notified 

modification to the CfD scheme is proportionate. 

3.3.5. Distortion of competition and balancing test 

(46) The 2014 Decision concluded that the CfD scheme does not lead to any undue 

negative effects to competition (recital 82).  

(47) This is also true for the notified modification as it does not involve any changes to 

the overall budget of the scheme, its methodology or its duration. 

3.3.6. Transparency 

(48) According to paragraph (104) of the EEAG, Member States have the obligation to 

ensure the transparency of the aid granted, by publishing certain information on a 
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comprehensive State aid website. In line with paragraph (106) of the EEAG, 

Member States are requested to comply with this obligation as of 1 July 2016.  

(49) Under the 2014 Decision the UK undertook to ensure the transparency of the aid 

granted and publish details of calculations and awards under the CfD. The same is 

applicable to the notified modification. 

3.3.7. Conclusion with regard to the compatibility of the notified 

modification 

(50) In light of the above assessment the Commission concludes that the notified 

modification to the CfD scheme is compatible with the internal market on the 

basis of the EEAG. 

(51) Since the United Kingdom notified on 29 March 2017 its intention to leave the 

European Union, pursuant to Article 50 of the Treaty on European Union, the 

Treaties will cease to apply to the United Kingdom from the date of entry into 

force of the withdrawal agreement or, failing that, two years after the notification, 

unless the European Council in agreement with the United Kingdom decides to 

extend this period. As a consequence, and without prejudice to any provisions of 

the withdrawal agreement, the present decision only applies (i) if the United 

Kingdom is still a Member State on the first day of the period for which the 

notified scheme is approved, and (ii) to individual aid granted
3
 under the notified 

scheme until the United Kingdom ceases to be a Member State.  

4. CONCLUSION 

The Commission has accordingly decided: 

not to raise objections to the aid on the grounds that it is compatible with the 

internal market pursuant to Article 107(3) of the Treaty on the Functioning of the 

European Union. 

If this letter contains confidential information which should not be disclosed to third 

parties, please inform the Commission within fifteen working days of the date of receipt. 

If the Commission does not receive a reasoned request by that deadline, you will be 

deemed to agree to the disclosure to third parties and to the publication of the full text of 

the letter in the authentic language on the Internet site:  

http://ec.europa.eu/competition/elojade/isef/index.cfm. 

 

 

 

 

 

                                                 
3
  According to the case-law of the CJEU, aid must be considered to be granted at the time that an 

unconditional right to receive it is conferred on the beneficiary under the applicable national rules (See 

Case C-129/12 Magdeburger Mühlenwerke EU:C:2013:200, paragraph 40). 

http://ec.europa.eu/competition/elojade/isef/index.cfm
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Your request should be sent electronically to the following address: 

European Commission,   

Directorate-General Competition   

State Aid Greffe   

B-1049 Brussels   

Stateaidgreffe@ec.europa.eu  

Yours faithfully 

For the Commission 

 

 

Margrethe VESTAGER 

Member of the Commission 
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