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Disclaimer

This questions and answers (Q&A) document has been prepared by the Contracts for
Difference (CfD) delivery partners’ in response to attendees’ questions at the
‘Introduction to Allocation Round 7’ online event on 29 July 2024.

These Q&A are subject to and provided on the basis of the following:

The Q&A do not supersede or replace the relevant regulations or the provisions
of the CfD and are not intended to and do not constitute legal, investment,
commercial or operational advice and should not be relied upon as such.

Readers of this document should not place reliance upon these Q&A and should
refer to relevant regulations and the full terms of the CfD, and/or consult their
professional advisors where they require information or advice on matters
relating to CfDs generally and/or any CfD to which they are a party.

The Q&A reflect the current thinking and approach of the delivery partners and
should not be viewed in any way as binding.

Defined terms used in the Q&A but not defined therein have the meanings
prescribed to them in the relevant regulations, Allocation Framework, the
CfD (Agreement and Standard Terms) and the Energy Act 2013.

Please note that the primary source and most reliable source of information are
the regulations, Allocation Framework and statutory notices, which are already
available on legislation.gov.uk, GOV.UK and the CfD microsite.

" Department for Energy Security and Net Zero, National Grid ESO, the Low Carbon Contracts Company
and Ofgem.
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Auction parameters

Budget

1.How will the Government set the budget now reference prices and load factors
have changed? Does the ASP being increased mean the Government will offset this
increase with a decrease in the final budget?

Government will set budgets at a level that balances competing objectives, including
but not limited to ensuring auctions are competitive and deliver value for money for
consumers, whilst supporting deployment to enable sufficient progress towards our
decarbonisation commitments. When setting budgets, they will be calculated as per
the parameters set out in the Allocation Framework.

2. When will we know which technologies will get a minima and maxima for AR7?

Further parameter details will be confirmed later this year in the Contract Budget
Notice.

3. Will the Secretary of State have no discretion on any of the technologies that
come through in AR7A, will it come down purely to price?

The Secretary of State will only view anonymised bid information for fixed bottom
offshore wind. He will not view anonymised bid information for floating offshore wind or
any other technologies in AR7a.

4. How will tiebreaks work for projects that do not clear in the auction when the
SoS is evaluating a budget revision?

Tie breaker rules will remain the same.
Rule 21.5(b) of the Contract Allocation Framework

- Where two or more sealed bids in an auction have the same Strike Price and both/all
cannotresultin Successful Applications because this would result in a Monetary Pot or
Monetary Budget and/or any applicable Pot Capacity Cap or Overall Capacity Cap being
exceeded (but would not result in a Minimum or Maximum being exceeded) (a ‘budget
only tiebreaker’)

- the Qualifying Application or combination of Qualifying Applications (out of all
possible combinations) which comes closest to fulfilling the Monetary Pot or Monetary
Budget in the final year of the Budget Profile must be determined by the Delivery Body to
be a Successful Application(s), provided this does not result in the Monetary Pot or
Monetary Budget and/or any applicable Pot Capacity Cap or Overall Capacity Cap being
exceeded.
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Reference prices

5. The reference prices are significantly lower in the valuation year as compared to
the delivery year impacting the overall budget utilisation. Can you confirm that the
budget breach in any of the years will close the auction and that the reference price
in valuation year become the dictating parameters?

The budget impact of a project is estimated in the delivery year in which it applies and
all subsequent valuation years. This is considered along with all other projects in the
bid-stack, with the auction closing when the total budget impact in any given delivery
year or valuation year breaches the total pot budget.

Locational Clearing Prices

6. Does the intention to separate clearing prices for Scottish and English offshore
wind apply to both fixed AND floating offshore wind?

No, the separate clearing prices only apply to fixed-bottom offshore wind for AR7.

7. With the separate maxima for Scottish offshore wind and other offshore wind, is
it expected that the maxima will be set at the same value as the overall budget for
pot 3, as was the case for permitted reduction vs regular projects in AR6? Or will
there be a carved out portion of the budget for Scottish and non-Scottish projects?

Maxima are only being used to separate clearing prices between Scottish offshore wind
projects and other offshore wind projects in Great Britain, not to constrain outcomes.
Maxima details will be confirmed in the Contract Budget Notice later this year.

8. How will locational clearing prices work for offshore wind projects? i.e. an
English project can't clear upwards a Scottish project?

We will apply maxima in pot 3 to separate the clearing price of Scottish offshore wind
projects from that of other offshore wind projects in Great Britain. Without this change,
a large difference in transmission charges faced by Scottish generators compared to the
rest of Great Britain could result in significant overcompensation for some offshore
wind projects in AR7. Projects will be grouped based on the network charging zone they
connect in. More details can be found in the Contract Allocation Framework.

Projects will still compete against each other on price, with bids ranked from cheapest
to most expensive. However, any successful bid from either category, i.e. Offshore Wind
Scotland or Offshore Wind, will only be cleared up to the most expensive successful bid
from the same category.

The maxima will be published in the Contract Budget Notice later this year.
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Eligibility
Commissioning

9. Provided your grid connection date occurs within a relevant delivery year - do you
have full flexibility to adjust your TCW to represent your preferred schedule or is
the Grid Connection Date also relevant to your TCD?

The Grid Connection Date must be on of before the Target Commissioning Date
specified in your Connection Agreement as per Schedule 5. As per Schedule 6 the
Target Commissioning Window may have a start date of one year in advance of the TCD
inclusive of that date, and may have an end date of up to one year after the TCD
inclusive of that date, within the window length for that technology.

10. The Target Commissioning Date is important for eligibility, but does it have any
contract function after an application is accepted? Or is it only the Target
Commissioning Window Start Date that determines Longstop Date and contract
erosion if not commissioned by the TCW end date?

The TCD is used as an indicator of when the Generator anticipates commissioning the
Project, it does not have another function in the CfD apart from a reference to the TCD
for the project commitment route of the Milestone Requirement, for further information
see the policy response to Question 11 Allocation Round 7: potential eligibility changes
for fixed-bottom offshore wind - government response and in relation to a Repowered of
onshore wind, see policy response to questions 45 and 46 here: Government response
to policy proposals in the consultation on further reforms to CfD for AR7. The Longstop
Date is defined as meaning the last day of the Longstop Period following the final day of
the Target Commissioning Window, if a Generator does not commission by the last day
of the Target Commissioning Window, they will enter into contract erosion.

11. Will Hydropower still be able to enter the auction, given their ASP is much
higher than other technologies?

Yes, hydropower is an eligible technology for the CfD and can apply to enter AR7a. The
ASP reflects the maximum strike price that could be awarded to a technology.

12. Can applicants check that the site boundaries they are using are not subject to
ineligibility? For example by accessing an online data base.

Register of Temporary Site Exclusion:
https://www.lowcarboncontracts.uk/resources/registers/register-of-temporary-site-
exclusion/
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The register includes the grid reference co-ordinates, map and other site information
which is deemed relevant to the location to the site which holds a temporary site
exclusion.

This Register is published in accordance with the Contracts for Difference (Allocation)
Regulations 2014 Reg 14D which requires the Low Carbon Contracts Company Ltd, as
the CfD Counterparty, to establish and maintain a register of each excluded site to
which a temporary site exclusion applies.

Grid Connection

13. Can you please explain how a staged grid connection works re: eligibility i.e.
where part of the TEC is beyond the Delivery Year?

To be eligible the Transmission Entry Capacity specified in the Connection Agreement
must secure at least 75% of the Initial Installed Capacity Estimate of the CFD Unit by
the Target Commissioning Date given in the Application Form. If the connection
agreement is staged then we would still expect to see that the there is sufficient TEC
available to meet the 75% check against the IICE and by the TCD.

14. What happens if the grid reform process amends your Grid Connection Dates
after qualification?

LCCC published a statement on the CfD microsite on the treatment of CfD generators
affected by NESQO's grid reform program last week, specifically relating to grid delays. It
is available here: https://www.cfdallocationround.uk/news/nesos-grid-connection-
reform-impact-on-cfd

Application

15. When will the application and allocation guidance documents be published?

NESOQ's application and allocation guidance documents are available on NESO's CfD
Page here: https://www.neso.energy/what-we-do/energy-markets/electricity-market-
reform-emr-delivery-body/contracts-difference-cfd and scrolling to Application

Guidance. We would welcome any feedback to allow us to make any improvements.

16. How to contact NESO qualification team and what are the windows when not to
contact them?

The NESO qualification team can be contacted Monday - Friday, between 9am - 4pm.
The team can be reached via email or phone. The team will have limited capacity to
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respond to queries during the actual qualification assessment window, therefore we
would encourage applicants to contact us outside of this window.

17. Are details of the OFTO cable corridor required for offshore wind applications?
Including OFTO land corridor to substation also?

As per Schedule 5: Applicable Planning Consents, the Applicant must demonstrate that
either the Applicable Planning Consents do not apply, or that the Applicable Planning
Consents obtained for the relevant works enable - electricity generated from the
proposed CFD Unit to be supplied to the national Transmission System, the Distribution
System, or a Private Network. Applicants should therefore provide details pertinent to
the OFTO land corridor connecting to the substation. If this part of your option
agreement for crown estate leasing, this should be submitted as part of the Schedule 5,
Leasing arrangements for Offshore Generating Stations.

18. Could NESO elaborate on Documentary evidence and eligibility checks for
permitted capacity surrendered capacity?

Surrendered capacity is not permissible in AR7 in accordance with the following
eligibility criteria in schedule 5 "Exclusion of Applications containing capacity which
was previously subject to a CfD awarded in Allocation Rounds 1-6".

"The Applicant must confirm that no part of the relevant CFD Unit was (i) subjectto a
CFD Agreement signed pursuant to Allocation Rounds 1-6, and (ii) surrendered through
a capacity adjustment exercised in accordance with Condition 6 (‘Adjustment to
Installed Capacity Estimate: Permitted Reduction’) and/or Condition 7 (‘Final Installed
Capacity: Maximum Contract Capacity’) of the CFD Standard Terms and Conditions."

Documentary Evidence - "documentary evidence "The Delivery Body may review any
information already provided by the Applicant, e.g. the Applicable Planning Consent(s),
Connection Agreement or lease agreement (or other acceptable lease document) to
help them determine whether an Application is not an excluded Application under
Allocation Framework Rule 5.1(b), pursuant to Regulation 14(14)

19. What to do if | don't have a VAT registration form, as the group is new to the
market and no revenue has been generated yet?

If you are not VAT registered you should select no to this question in the application
form. Where the Applicant is VAT registered, a copy of the VAT Certificate of Registration
must be provided at the point of application. If the applicant company falls in a group
registration the applicant company must be visible on the evidence provided. The VAT
requirements are stated in Schedule 5 under the Incorporation eligibility criteria
section.
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20. Will applicants be able to withdraw prior to the sealed bid window closing
without penalty or will the project be entered into the auction at the ASP?

Rule 15 of the Allocation Rounds 7 and 7a Contract Allocation Framework details the
requirements for withdrawal of Applications and sealed bids. Rule 15.1 states that,
Pursuant to Regulation 16(3), an Application may be withdrawn by the Applicant up to
and including the Application Closing Date, and, pursuant to Regulation 16(4), where a
Notice of Auction has been issued by the Delivery Body, an Application may be
withdrawn by the Applicant up to and including the Submission Closing Date. Such
withdrawals must be made by giving notice to the Delivery Body. Applicants will not
receive a penalty by withdrawing the application prior to the sealed bid window closing.

If an applicant does not submit a sealed bid or does not withdraw the application during
the sealed bid window, then a sealed the Application will be assigned a bid of the
relevant Administrative Strike Price for its Technology Type, and the Target Dates and
capacity, as specified in the Original Application. This is covered in Rule 12.9

21. What is the right solar capacity to apply for? Last year it was suggested that it
should be on total/maximum inverter capacity. Is that still the case?

For Solar Applications, as stated in the NESO Application Guidance, Applicants must
enter the provisional capacity estimate under QB11 in the application form. The
Provisional Capacity Estimate must be entered in MW of AC power (MWAC).

22. What happens if the SPV holding the CfD asset is sold in between the
notification of success/securing a contract and issuance of the contract for
signing? Can contact details be amended throughout this period?

Yes, details can updated in this period, however, for ease of administration LCCC
recommends delaying transfer of assets until after contract signature.

23. Can you clarify what we should expect in terms of Credit Cover and securing a
Letter of Credit, particularly around timing, how the required amount is calculated,
and whether there have been any updates or changes in the process or
expectations for this round?

The Contracts for Difference (CfD) scheme determines that CfD Generators are only
required to provide collateral after three failures to pay on time in a rolling twelve-month
period. Collateral must be lodged within set timescales and maintained for the duration
of the requirement.
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Allocation process

24. When will applicants be informed of their successful capacity and final strike
price?

In AR7 the qualification window runs between 28 August and 26 September. Applicants
will be informed on whether their applications are eligible and qualify for participation in
AR7 at the end of September. Depending on the appeals process, applicants will then
proceed to the auction where they will have to submit their bids. At the conclusion of
the allocation process, participants will be informed by NESO of their final clearing
price. The timings of the allocation process are on the CfD microsite.

Valuation Year

25. For a phased offshore wind bid; does the total capacity per Delivery/Valuation
Year get valued for Budget purposes; or total capacity of the project?i.e. if project
split over 3 seasons and 3 Delivery Years.

For phased projects, the capacity of each phase is valued in the year it is expected to
commission and all subsequent delivery years and valuation years. These phases are
evaluated along with all other projects in the bid-stack, with the auction closing when
the total budget impact in any given delivery year or valuation year breaches the total
budget.

Bid Stack

26. Is there a bid stack scenario where Max 1 consumes the entire Pot budget
without any allocation in Max 2?

We are not setting maxima in pot 3 to constrain outcomes. The purpose is only to
separate the clearing price of Scottish offshore wind projects from that of other offshore
wind projects in Great Britain. Bids will still be ranked from cheapest to most expensive,
with contracts awarded in price merit order, constrained by the budget.

In theory, where two maxima apply, bids from only one maximum could be successful if
they were the cheapest before the budget was breached.

Sealed Bids

27. Is the sealed bid price to be expressed in 1st April 2024 pricing terms or stillin
2012 terms?

Sealed bids are to be expressed in 2024 pricing terms. The CfD Agreement (and all
contract variants) have been amended to confirm that the Base Year for AR7/7a is 2024.
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28. Please clarify if the SoS has the ability to amend the Pot 3 budget following the
closure of the sealed bid window? Does this also include being able to amend the
Maxima?

The Secretary of State has the ability to review anonymised bid information of all
projects that breach the published budget. If the budget were to be amended, then the
Secretary of State would have to follow the Contract Budget Revision rules in the CfD
Allocation Regulations 2014, which covers Maxima. The budget for fixed-bottom
offshore wind will only be revised if it represents good value for consumers.

29. Does the Secretary of State have visibility of bids for solar as well?

No, the Secretary of State only has visibility of anonymised bids for fixed-bottom
offshore wind in AR7.

Delivery Years

30. What is the start date of each delivery year - the 1st of April?

Yes, the start date of each delivery year begins on 1 April and ends on 31 March.

Contract Length

31. Why not extend to 20 years for geothermal too?

Our evidence of strike prices reductions is strongest for OFW, ONW and solar, and these
are also the technologies which have significant enough capacity in the pipeline to
realise the benefits to consumers. We will reassess the case to increase the contract
term for other CfD technologies in future rounds subject to evidence of strike price
reductions, and scale to deliver sufficient benefits for consumers.

Contract operation

32. If adeveloper pulls out of a CfD and then sells the project to a new developer,
will the newer developer also be bound by the non-delivery disincentive (i.e. does
the NDD attach to the developer or the site)?

Yes, the exclusion applies to the site on which the applicant/generator had intended to
construct and operate the CFD generating station. The new owner may apply to the
Secretary of State for an exemption to enter a proportion of the excluded site into an
allocation round before the two-round exclusion has expired, but there is no guarantee
this will be granted.
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33. Does the NDD apply for the next two allocation rounds following the date when
generator fails to meet the MDD? For example, if an AR7 project fails to meet the
MDD does the project gets a ban for AR8 & AR9 or AR10 & AR11

The exclusion would be for the next two allocation rounds following the contract
termination. For example, if the contract is terminated after the AR8 application window
has closed, the exclusion would apply to AR9 and AR10.

34. What/where is the latest document for CfD Co-Location Generator Guidance?

The latest co-location guidance is available here:
https://www.lowcarboncontracts.uk/resources/guidance-and-publications/cfd-co-
location-generator-guidance/

35. How is “Installed Capacity” defined and evidenced for CfD purposes?

The Installed Capacity is defined in Schedule 1 of the Contract Allocation Framework.
“Initial Installed Capacity Estimate” means the Generator’s initial estimate of the
Installed Capacity as notified to the Delivery Body in an Application or Flexible Bid.

36. Would you recommend selecting the “Partial” connection option where an
independent distribution network operator (iDNO) is involved in the project, and
what factors should generators consider when making this decision?

Partial connection is defined under Reg 25 as a connection to the transmission system
or distribution system which applies only to part of the electricity generated. If the unit
were to apply under this option there would need to be a statement setting out how the
data in respect to the metering would be supplied to the CFD counterparty. Applicants
should select the appropriate option based on the definition.

37. Are there any implications if you are adding batteries to your asset later after
winning the CfD auction?

Any future amendment to the CfD Facility Description would have to be agreed bi-
laterally with LCCC, which we have the right but not the obligation to do.

38. Is it still the case in the CfD contract that during periods of negative pricing you
don't get paid at all during that half hour period if the price is negative, as opposed
to getting paid between the strike price and zero (which is how corporate power
agreements are typically structured)?

A Negative Price Period applies when the IMRP has been below £0/MWh for an hour or
more. See https://www.emrsettlement.co.uk/document/guidance/g24-cfd-generator-

payments/
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Other

39. For the CfD unit map, do you have an example for an offshore wind project?

There is a best practice example of a CFD Unit map within the Common Errors
guidance, for offshore wind we would expect the red boundary to represent the
boundary of the project or relevant phase
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