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Subject:  State aid SA.52960 (2019/N) – United Kingdom 

Electricity Market Reform – Contract for Difference for Renewables 

– Introduction of capacity cap 

Sir, 

1. PROCEDURE 

(1) By letter dated 23 July 2014 ('the 2014 Decision')1, the Commission considered 

the United Kingdom's renewable electricity support scheme entitled 'Contract for 

Difference for Renewables' ('CfD scheme') compatible with the Treaty on the 

Functioning of the European Union ('TFEU'). 

(2) By electronic notification dated 15 March 2019, the United Kingdom (UK) 

notified to the Commission, in accordance with Article 108(3) TFEU, an 

amendment to the CfD scheme. 

(3) On 29 March 2017, the United Kingdom notified its intention to leave the 

European Union, pursuant to Article 50 of the Treaty on European Union (TEU). 

On 11 April 2019, the European Council decided, in agreement with the United 

Kingdom, to extend further the period provided for in Article 50(3) TEU until 31 

October 2019. The European Council also decided that the decision to extend that 

period until 31 October 2019 would cease to apply on 31 May 2019 in the event 

that the United Kingdom has not held elections to the European Parliament in 

accordance with applicable Union law and has not ratified the Withdrawal 

                                                 

1  State aid decision SA.36196 (2014/N) dated 23.7.2014, (OJ C 393, 7.11.2014, p.2). 
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Agreement by 22 May 2019. In addition, should the United Kingdom ratify the 

Withdrawal Agreement at any stage before 31 October 2019, the withdrawal – on 

the basis of the Withdrawal Agreement – will take place on the first day of the 

month following the ratification of the Withdrawal Agreement. As a consequence, 

and without prejudice to any provisions of the Withdrawal Agreement, the present 

decision only applies if (i) 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 under the notified scheme until the United Kingdom ceases to be a 

Member State. 

2. DESCRIPTION OF THE MEASURE 

The approved scheme 

(4) The Commission approved the CfD scheme by the 2014 decision. Recitals (9) to 

(31) of the 2014 decision provide a detailed description of the aid measure. 

(5) As stated in recitals (12), (13) and (14) of the 2014 decision, aid under the CfD 

scheme will be granted in a competitive bidding process that is divided into 

different groups.  

(6) Group 1 covers ‘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, Sewage Gas and Biomass 

Conversion. For this group, the Commission found that all the established 

technologies compete in an open and non-discriminatory bidding process in 

accordance with point 126 of the EEAG2. 

(7) Group 2 covers 'less established', new and innovative technologies, including: 

offshore wind, wave, tidal stream, advanced conversion technologies (ACT), 

anaerobic digestion (AD), dedicated biomass with combined heat and power 

(Biomass CHP) and geothermal. The Commission approved a separate bidding 

process for these technologies in line with point 126 fifth paragraph (a) and (b) 

EEAG, due to their longer-term potential and considering the need to achieve 

diversification3.  

(8) By letter dated 1 February 2018 ('the 2018 Decision')4, the Commission declared 

compatible with the TFEU 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 competes for support with other 

less established, new and innovative technologies in Group 2.  

(9) As described in recital (16) of the 2014 decision, the selection process for Group 

2 technologies may include as a first step, separate bidding processes per 

technology (for technologies with an allocated budget), to ensure that some 

capacity of specific less established technologies are supported. As a second step 

there is a general auction open to all technologies in the group that were not 

successful in the first step. The participants in the general auction are ranked by 

strike price from lowest to highest bids and each project is awarded a contract 

                                                 

2  See recital (74) of the 2014 decision. 
3  See recital (72) and (75) of the 2014 decision. 
4  State aid decision SA.49318 (2017/N) dated 1.2.2018 (OJ C 158, 4.5.2018, p.7). 
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until either the maximum budget for a given technology or the budget for that 

delivery year is reached.  

(10) As stated in recital (75) of the 2014 decision, the Commission concluded that the 

Group 2 selection process was competitive and that the aid allocated under the 

CfD scheme is proportionate and does not distort competition to an extent 

contrary to the internal market. 

The notified amendment 

(11) The UK has now notified the introduction of a technology-neutral capacity cap 

that will apply across the Group 2 second step general auction. The capacity cap 

will limit the total amount of renewable electricity generating capacity that can be 

awarded contracts in an allocation round. This will not affect the existing 

procedure for ranking the projects and selecting the lowest bids except that the 

supplementary capacity cap could mean that some projects are rejected before the 

financial cap is reached.   

(12) The existing financial cap on the Group 2 second step auction implements the 

financial budget for the allocation round in such a way that when the cap is 

breached for a given delivery year, it closes only that delivery year.5 However, the 

supplementary capacity cap will apply across the whole auction, meaning that 

when the capacity cap is breached, the auction will close and the breaching bid 

will be rejected, irrespective of the year into which it bid and irrespective of 

whether the financial budgetary cap has been reached. The capacity cap is 

cumulative and applies to all technologies in an allocation round. 

(13) The UK proposes to set the capacity cap at 6GW of renewable electricity 

generating capacity for allocation round 3 in 2019, which will be for technologies 

in Group 2. The UK has explained that setting this cap will suitably limit capacity 

to increase competition, ensuring that aid awarded is kept to a minimum, whilst 

enabling smooth deployment of sufficient generating capacity to ensure a cost-

effective trajectory towards meeting the UK’s decarbonisation objectives. 

(14) All other conditions of the CfD scheme approved by the 2014 authorisation 

decision will remain unchanged. 

3. ASSESSMENT OF THE AID 

Presence of State Aid  

(15) The notified amendment to the approved measure does not affect the 

Commission's conclusion in recital (48) of the 2014 authorisation decision. The 

considerations set out in that decision therefore continue to apply and the 

Commission concludes that the CfD scheme, as amended, still constitutes State 

aid within the meaning of Article 107(1) TFEU. 

  

                                                 

5  ‘Delivery year’ refers to the year to which the capacity will be allocated further to the allocation round 
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Legality of the aid 

(16) The UK authorities have not put the amended CfD scheme into effect before a 

final Commission decision on its compatibility has been taken. Thus, the UK has 

complied with the stand-still obligation set out in Article 108(3) TFEU. 

Compatibility of the aid 

(17) The Commission will assess the amended scheme on the basis of the Guidelines 

on State aid for environmental protection and energy 2014 – 2020 (EEAG)6, as 

was the case in the 2014 decision7. 

(18) The introduction of the capacity cap alters the configuration of the competitive 

bidding process within the scheme. In the 2014 decision, the competitive bidding 

process was assessed against point 126 of the EEAG as part of the proportionality 

assessment. Since the notified amendment only affects the competitive bidding 

process, only the proportionality of the scheme following the notified amendment 

is assessed in this decision. The Commission considers that its conclusions about 

the CfD scheme regarding the necessity, appropriateness, incentive effect and 

impact on trade and competition as expressed in the 2014 decision remain valid 

after the amendment. 

(19) With regard to the step 2 auction for Group 2 technologies, the Commission 

accepted that the selection process is competitive enough to presume that the aid 

is proportionate, in accordance with point 126 of the EEAG (see recital (75) of 

the 2014 decision). 

(20) The introduction of the supplementary capacity cap may limit the eventual 

granting of aid to Group 2 technologies, but does not introduce any discrimination 

between these technologies. Thus, the notified amendment can be expected to 

increase the competitiveness of the Group 2 step 2 auction and the Commission 

therefore concludes that the amended scheme will continue to involve a non-

discriminatory competitive bidding process and therefore comply with the 

relevant requirements of EEAG point 126. 

(21) Finally, the introduced amendment does not extend the duration of the scheme, as 

approved in the 2014 decision (until 31 March 2025).  The Commission therefore 

concludes that the amended scheme is compatible with the internal market 

pursuant Article 107 (3) c) of the TFEU, as it is in line with the EEAG. 

4. DECISION 

The Commission has accordingly decided, on the basis of the foregoing 

assessment, to consider the amended scheme compatible with the internal market 

pursuant Article 107(3)(c) 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 

                                                 

6  OJ C 200, 28.6.2014, p. 1. 
7  See recital (50) of the 2014 decision. 
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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 

 

Your request should be sent by registered letter or fax to: 

European Commission 

Directorate-General for Competition 

State Aid Registry  

B-1049 Brussels  

Fax (32-2) 296 12 42 

Stateaidgreffe@ec.europa.eu 

 

Yours faithfully, 

For the Commission 

 

Margrethe VESTAGER 

Member of the Commission 
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