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The Government has committed to running 
what might very well be the largest ever 
auction for renewables in the world.  

With a commitment for ‘up to double the 
capacity’ from the last round, the fourth 
Contracts for Difference (CfD) Allocation 
Round (AR4) will be a huge step on the road to 
Net Zero. With BEIS’ publication of the 
response to its consultation on policy for AR4, 
things are starting to get very real. 

BEIS has confirmed a three-pot structure: an 
offshore wind pot, one for less-mature 
technologies that includes floating offshore 
wind and, excitingly, the re-instatement of Pot 
1 for mature renewables after six years. 

I expect that anyone considering bids in AR4 
will be eagerly looking for information on key 
auction parameters, especially information on 
delivery years, budget, capacity caps, the use 
of minima/maxima, etc.  

I am going to set out the key steps in the 
process from here, so that bidders can get a 
feel for what to look out for and consider 
possible timelines for publication, though no 
hard and fast conclusions can be drawn on the 
timetable just yet.  

Process going forward 
In the Capacity Market, auctions must take 
place within a very specific window. This 
constraint drives the decision process. The CfD 

The AR3 process timeline and where AR4 currently is 

https://www.gov.uk/government/consultations/contracts-for-difference-cfd-proposed-amendments-to-the-scheme-2020
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Allocation Round commencement dates are 
more of an emerging property of the process. 
Previous rounds have taken about 18 months 
to set up from the point the first consultation 
is published to the commencement date. The 
AR3 timeline is shown here to help guide our 
understanding of the next steps.  

The Draft Budget Notice is the document that 
will include the delivery years, budget, capacity 
cap, eligible technologies, use of maxima or 
minima and administrative strike price (ASP) 
information. In AR3 this also included an 
accompanying note with draft Market 
Reference Price for relevant years.  

I expect officials will be working as diligently as 
possible to get this information out as soon as 
they can; however, the task is more 
challenging than last time. AR3 only had one 
pot, we now have three. This introduces 
several new questions such as how much 
budget/capacity goes to each pot. With such a 
large round and ambitious targets to meet, 
getting these decisions right will be critical. 
BEIS has historically published the draft budget 
notice five to six months prior to the round 
commencement date: for AR4 it has 
announced the commencement date will be 
late 2021. 

Several documents followed in December 
2019, including the Government’s 
Administrative Strike Price (ASP) setting 
methodology. BEIS has recently published its 
view of generation costs data and this is 
probably the best information to use if anyone 
wants to try and work out where BEIS’ ASPs 
might end up. 

A first version of the Allocation Framework for 
AR3, which defined the rules for the auction 
and the eligibility requirements that applicants 
had to satisfy, was published in January 2019, 
equivalent to five months from where we are 
now in AR4. The AR4 Framework will include, 
in the annex, all details to be used in the round 
pertaining to the valuation formula, such as 
the technology-specific load factors. 

BEIS has taken a view on the eligibility 
requirements for floating offshore wind, and 
has expressed a desire to proceed with its 
proposals to ‘simplify delivery years’ and 
update CfD Allocation Regulations to allow it to 
use the ‘capacity cap, minima and/or maxima 
rules’ as hard or soft constraints. These new 
features will need to be written into the round 
documents, which may take additional time. 

All the final documents for AR3 were published 
in April and May 2019, or seven to eight 
months after the equivalent to the current set 
of publications, for a round that started on the 
29th of May. 

The Government has committed opening the 
round before the end of 2021 and in previous 
rounds BEIS has stuck to its commitments. 
Given the complexity it is reasonable to expect 
the AR4 process to extend beyond the AR3 
timeline but this also gives me confidence that 
BEIS can stick to a commencement date before 
the end of 2021. 

I hope this has provided you with some insight 
on what to expect and if nothing else it helps 
you understand what to look out for! 

https://www.gov.uk/government/publications/beis-electricity-generation-costs-2020

