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Dear Kwasi, 
                    
I am writing in response to the recent consultation published by your department on changes 
to the Contract for Difference (CfD) mechanism. 
 
There is no question in my mind about the importance of the CfD mechanism towards 
meeting the vital and ambitious net zero targets which we have set, and to the 
decarbonisation of the energy system which meeting these targets will require. The 
mechanism’s role in securing not only the necessary capacity but also the supply chain 
expansion, investment and benefits which must accompany that growth has always been 
evident; however, as we continue to plan the process of emerging and recovering from the 
current crisis, the ability and role of the CfD process in driving green growth becomes more 
important than ever. 
 
That is why this consultation matters so greatly, and it does propose a number of helpful 
changes, which I acknowledge below. However, I strongly believe that much more needs to 
be done if we are to remove the significant barriers that continue to threaten not only the 
CCC goal of 75 GW offshore wind required to meet net zero, but our shared ambition to 
maximise the benefits for Scottish and UK supply chains.   
 
To take the positive elements first, you will know that we have long argued for the 
readmission of onshore wind and solar PV to the CfD mechanism. I therefore welcome the 
intention to do so, and believe that this can potentially unlock a large amount of low cost 
capacity which is unable to secure PPAs or move forward on a merchant basis. I also 
believe that the approach which we have taken in Scotland for many years now in building 
and encouraging meaningful engagement between the energy sector and communities is an 
exemplar in terms of what can be achieved in this area. I know that my officials have 
consistently offered to engage with yours in this area, and to discuss best practice, the 
approaches which we have taken here and the benefits that these have secured. 
 
The proposal to separate fixed bottom offshore wind into its own pot also has the potential to 
benefit the development of other technologies while still ensuring a fair outcome for 
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consumers. Floating offshore wind can undoubtedly, if given the opportunity, realise cost 
reductions similar to those which fixed offshore wind has achieved. It is an area where 
Scotland has huge potential, and where we have worked hard to support innovation and 
early developments. I strongly support steps to give these projects a more realistic route to 
market, and remain determined to work in partnership with the sector and across our 
governments to secure this outcome. 
 
However, while the separation of fixed offshore wind into its own pot can also increase the 
competitiveness of remote island wind developments, I continue to have serious concerns 
about the CfD’s ability to deliver these projects. While some developments were able to bid 
successfully at the last auction, you will be aware that a certain critical mass of capacity 
remains essential in order to secure viability and consent for the transmission links to the 
mainland – without which these projects will be unable to build out.  
 
Without the capability to recognise that strategic link, it remains arguable whether the CfD 
mechanism as it stands will be able to deliver the island developments which the 
technology’s welcome admission to the mechanism was designed to achieve. For example, 
the process is blind to the level of transmission use of system charges, which represent a 
huge barrier for Scottish island projects, as well as our offshore wind capacity. In the 
absence of material changes to the grid code or CfD mechanism to help address this 
disparity, then Scotland’s renewable develoment will continue to face a significant 
competitive disadvantage.  
 
These are issues that I would like to discuss with you in person, and at the earliest 
opportunity. Others include the similar need for an approach and design which enables our 
huge marine renewable potential to access the route to commercial scale development that 
the CfD mechanism can provide.   
 
I would also welcome a discussion on the proposals to improve the supply chain 
requirements and outcomes. Implementation of the CfD proposals provides the final 
opportunity to ensure that our domestic supply chain benefit from future developments of our 
natural energy resources by hold the applicant to account. These contract awards can also 
be profoundly influenced by any decisions concerning the application of budgetary or 
capacity caps for forthcoming auctions. Failure to act on all fronts will simply extend the 
current and growing pattern of capex contract awards to Europe and beyond, and go directly 
against the principles set out in the Offshore Wind Sector Deal.  
 
I have attached alongside this letter a copy of the Scottish Government response to the CfD 
consultation, which focuses in the main on the issues described above. I hope that our 
private offices can secure a date in the very near future to meet and consider these matters, 
and the planned next steps, in more detail. 
 

 
PAUL WHEELHOUSE 
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