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1
Introduction
1.1
The UK is firmly committed to increasing renewable energy use, as an integral part of our wider strategy to tackle climate change and ensure the UK’s energy security.  In spring 2007, the UK agreed with other Member States an EU-wide target of 20% renewable energy (covering electricity, heat and transport) by 2020.  The UK’s proposed contribution is 15% of the UK’s energy consumption from renewables sources. This represents a ten-fold increase in 2006 renewable energy consumption.  
1.2
To reach this target, the UK Government consulted in 2008 on its draft Renewable Energy Strategy (RES) which put forward a range of possible measures to encourage the deployment of renewable energy in the UK to achieve the 15% target and the final RES will be published in Summer 2009.  Renewable electricity will play a significant role in achieving this target, with estimates of up to 30-35% being required, with wind being the major contributor, onshore and offshore,
1.3
In December 2007, a draft plan for a major expansion of offshore wind in UK waters was announced.  The Department of Energy and Climate Change (DECC) undertook a Strategic Environmental Assessment (SEA) to assess the feasibility for a further 25GW of offshore wind, in addition to the 8GW already in development through the planned Round 1 and Round 2 offshore programmes.  The SEA Environmental Report was published on 26 January 2009 and the Environmental Report was subject to 12 weeks’ public consultation, which closed on 22nd April of 2009.  The Government expects to take a decision on the acceptable level of offshore wind development, as well as offshore oil and gas licensing and gas storage in hydrocarbon reservoirs, in Summer 2009 (http://www.offshore-sea.org.uk/site/index.php).  In parallel with the SEA, The Crown Estate has opened the Round 3 leasing programme, which expects to award development rights to developers by the end of 2009.  The Crown Estate is also offering development rights in the Scottish Territorial Waters, final awards are subject to the outcome of the Scottish Government’s SEA in 2010.
1.4
Critical barriers facing the deployment of offshore wind in the UK is the growth in demand for wind generation beyond the capacity of the supply chain to deliver and the need for increased reliability and yield through next generation technology.
1.5
The purpose of the ETF Offshore Wind Demonstration Call (the Call) is to:

· Stimulate and encourage the development and demonstration of offshore wind technologies/components for larger multi-MW turbines to enable their faster deployment within the 2020 timescales.
1.6
This is an initial £10m Call to support the deployment of offshore wind and will run for the period 27 May 2009 – 31 March 2011, with the possibility of extension of funding and timing within this time period or into the next Comprehensive Spending Review (CSR) period (2011-2014), subject to funding availability. 

1.7
The Call will be looking to support a limited number of projects to develop and demonstrate technology/components for next generation offshore wind technology with all projects in this call expected to deliver within the 2009-2011 timeframe.
1.8
The Call has been designed to complement the existing activities in offshore wind by the Energy Technologies Institute and The Carbon Trust’s Offshore Wind Accelerator by focussing on demonstration projects for turbine technology/components for next generation multi-MW turbines.
1.9
Projects can range from Industrial Research through to Experimental Development (as defined in Section 7), although it is expected that most of the funding will be applied to Experimental Development.  Projects applying for Industrial Research will be considered; but a robust case must be made to support the requested level of funding.
1.10
The Call is an opportunity for UK business to demonstrate next generation offshore wind technology/components.  We welcome both individual bids and collaborative bids from businesses or consortia of businesses that are legal entities registered in the UK (this includes UK subsidiaries of overseas companies).  Bids from consortia will only be accepted from lead partners as identified in Section 7.1.1.
2
Solutions for Business Support Product
2.1
The Call is being delivered through Solutions for Business, the Government’s simplified portfolio of business support products. 

2.2
The levels of funding available in this Call are dependant on the business support product the applicant applies under and are summarised in the table below, including the total percentage funding from public bodies allowable under each package:

	Solutions for Business Product
	Research Category
	Eligibility
	Funding level as a % of eligible Project Costs

	Low Carbon Energy Demonstration

	Demonstration

	Single Companies
	25%

	Collaborative R&D
	Industrial Research
Experimental Development

Demonstration


	Business to Business Collaboration
	50%
25%

25%

	Grant for Research & Development
	Industrial Research
Experimental Development


	Single Companies
	50% (up to £250k)
25% (up to £500k)


2.3
The funding levels apply to the project and not to each participant.
2.4 An organisation classified as a Small or Medium Sized Enterprise (SME) can apply for a funding level increase as a percentage of the project of 10% above the levels in the table above, but total public sector funding must be within the State Aid limits detailed in Section 5.3.  To be classified as an SME an organisation must be independent and have:

· Fewer than 250 employees; and

· An annual turnover less than or equal to 50m Euro or a balance sheet total of less than or equal to 43m Euro.

Further information on the definition of an SME is available at http://ec.europa.eu/enterprise/enterprise_policy/sme_definition/index_en.htm.

Projects That Span More Than One Category of Research
2.5
The work packages in a project might not all represent the same category of research i.e. some may be Industrial Research and some Experimental Development.  You should identify which work packages in your project fit within each category of research.  You should then:

· Identify the main category i.e. the category with the highest percentage of total project costs, and enter the corresponding reference code in the appropriate field on the Application Form;
· Calculate the appropriate level of applicable funding for the total project.  For example, if 20% of a project is Industrial Research and 80% Experimental Development, defined by work package cost, the total eligible level of funding is 30% of total eligible project costs (20% @ 50% = 10%, and 80% @ 25% = 20%).

The assessors of the project will judge whether the work packages have been correctly assigned across the research categories.  If they judge they are not, the grant percentage will be adjusted accordingly. 

3
Principles of the Call
3.1
The Call has been designed in accordance with the following

principles:

(i)
To encourage the development of a sustainable UK offshore wind supply chain industry.

(i) To maximise the likelihood of the successful development of technology/components for multi-MW offshore wind turbines.

(iii)
Projects supported by the scheme should have a high probability of success.


(iv)
Projects included in the scheme should use technologies that have

completed their pre-competitive R&D.

(v)
The benefits of the scheme should be shared amongst several elements of the supply chain and companies.

(vi)
The project should assist with the development of the UK supply chain.

(vii)
Provide support to tackle the new challenges and innovation required to design and build components that in terms of scale and complexity go beyond current understanding and experience.
4
Aims and Objectives
4.1
The primary aim of the Call is to tackle the supply chain constraints for offshore wind by encouraging the development of technology/components for multi-MW offshore wind in the UK. The primary objectives are to:

(i) Demonstrate components for large/next generation offshore wind turbines or associated technology.
(ii)
Provide a learning experience which can improve confidence and help reduce future costs.

(iii)
Underpin development of the industry by stimulating the UK equipment supply chain.

(iv)
Produce in a clear, transparent and unambiguous report, an

economic evaluation of all projects supported by the scheme, whilst

maintaining the confidentiality of commercially sensitive information and protecting any IP gained before and/or from the project.
4.2
Other aims include:
(i)
Maximising value for money for the public expenditure involved.

(ii)
Providing a fair, transparent and auditable process.

(iii)
Compliance with legal requirements including state aid rules.

(iv)
Minimising the burden on applicants and grant recipients.

(v)
Maximising uptake of the funding available while avoiding overspends.

5
Key Features of the Call
5.1
The Call will support the demonstration of key components/technology for offshore wind multi-MW turbines.

5.2
The maximum amount of capital grant from DECC available to any one project will be limited to £5m. The grant will be payable in instalments on the achievement of specific project milestones.  Match funding from other public sector bodies is allowable up to the maximum thresholds under the EU General Block Exemption Regulation for State Aid (EUR 10m for industrial research and EUR 7.5m for experimental development). Any match funding will be cumulated with DECC funding to ensure that the aid intensities permitted by the same regulation are not exceeded (50% for industrial research, 25% for experimental development plus bonuses where applicable).
5.3
There are no plans for any calls beyond this Call.  However, this does not rule out the possibility of extension of funding and timing within this time period or into the next CSR period (2011-2014), subject to funding availability.  Further calls may be held if the budget is not allocated as a result of the first Call.
5.4
The Call will be administered by DECC and overseen by a project board including senior DECC officials.

5.5
Any offer of DECC grant must be accepted within 1 month of offer date. Participation in the Call will be subject to standard DECC Terms and Conditions.
6
Timetable for Applicants
The timetable for the Call will be:

Calls for Proposals Issued

27 May 2009

Closing Date for Applications
3 July 2009
Awards Announced


3 August 2009
DECC will aim to make all awards by 3 August 2009 or earlier.  However, DECC retains the right to make awards after this date.  This may arise where applicants submit proposals providing enough information to make an initial technical assessment, but may still require further clarification or information to make a full assessment.  In these circumstances DECC will allow for additional time to seek clarification before making a final decision. 

7
Definitions
7.1
The following terms will have the meaning ascribed to them below:

7.1.1
Participant
DECC will enter into an agreement with a single company.  The company with whom DECC has this agreement will be referred to in the rest of this document as "the participant".

If the project is to be carried out by a consortium of companies then the consortium can choose to operate in one of two ways. It can either set up a collaboration agreement or a joint venture.  If it chooses to operate with a collaboration agreement then the consortium must nominate one member to be the "lead partner".  This lead partner will be the participant.  If the consortium chooses to operate via a joint venture company then the joint venture company will be the participant.

7.1.2
Project
The term “project” will be used to mean, the work, costs, funding, payments, timeline and deliverables for the delivery of the project or that part of the project that is supported by DECC only under the Call.

7.1.3
Prototype

The development of commercially usable prototypes and pilot projects is also included where the prototype is necessarily the final commercial product and where it is too expensive to produce for it to be used only for demonstration and validation purposes.  In case of a subsequent commercial use of demonstration or pilot projects, any revenue generated from such use must be deducted from the eligible costs.

7.1.4
Industrial Research

The planned research or critical investigation aimed at the acquisition of new knowledge and skills for developing new products, processes or services or for bringing about a significant improvement in existing products, processes or services.  It comprises the creation of component parts to complex systems, which is necessary for the industrial research, notably for generic technology validation, to the exclusion of prototypes.

7.1.5
Experimental Development

The acquiring, combining, shaping and using existing scientific, technological, business and other relevant knowledge and skills for the purpose of producing plans and arrangements or designs for new, altered or improved products, processes or services.  These may also include, for instance, other activities aiming at the conceptual definition, planning and documentation of new products, processes or services.  Those activities may comprise producing drafts, drawings plans and other documentation, provided that they are not intended for commercial use.
7.1.6 Large Enterprises
Large enterprises are those defined as not fulfilling the criteria as laid out in Annex I of the Commission Regulation (EC) No. 800/2008, which states:

· The category of micro, small and medium-sized enterprises (‘SME’s’) is made up of enterprises which employ fewer than 250 persons and which have an annual turnover no exceeding EUR 50 million, and/or an annual balance sheet total not exceeding EUR 43 million;

7.1.7 Demonstration
Support will be available to a business to develop technology based products (including components), processes, or service innovations, to assist with the more expensive longer-term costs of:

· Demonstration at scale in commercial/industrial setting;

· Test of design and construction processes and of construction and operating costs; and

· Early adoption of new technologies that promote the use of low carbon energy technologies and the better use of energy with a potentially significant environmental benefit.

8
Applicant Eligibility

8.1
Proposals from both individual companies and consortia are eligible.  The scheme will be open to businesses or consortia of businesses that are legal entities registered in the UK. This includes UK subsidiaries of overseas companies.

8.2
Consortia proposing to operate through a collaborative agreement must have the collaboration agreement in place at the time they submit their proposal and must furnish a copy of the signed legal agreement with their application. They must also, as part of the application, nominate a lead partner to whom the grant would be paid on their behalf.

8.3
Applicants must be the legal entities who would hold beneficial ownership of the completed project. This would include equity investors but not financial organisations or individuals lending money to finance a project. 
8.4
Applicants must demonstrate their ability, willingness and intention to commence implementation of their projects immediately.

8.5
Applicants must provide evidence that they have sufficient technical resources and ability to carry out a project of this nature. This could include, for example, evidence of similar work carried out previously. They should also confirm that they have the legal right to all necessary intellectual property.

8.6
All applicants and each partner in any consortium must provide copies of their annual accounts for the last two years.  If the latest annual accounts are more than 12 months old, then the organisation must provide management accounts. If the applicant or each partner has been trading for less than two years then they must submit cash flow forecasts and trading forecasts for the next two years.

8.7
Public sector organisations are not eligible for the scheme and proposals involving any public sector organisation, acting on its own or as part of a consortium, are not eligible.
8.8
Applications from Large Enterprises (as defined in Section 7.1.6) must establish that the aid will lead to a material increase in either the size, scope or speed of the activity or the total amount spent.
9
Project Eligibility
9.1
Applications must be related to the development of technology/components for large/next generation offshore wind technology.
9.2
Components must be for turbines currently being developed for use offshore and/or for technology for the use of larger multi-MW turbines.
9.3
The project must employ technology that is significantly different from that currently available or for components requiring significant scaling up in terms of size and technological challenge for larger turbines.
9.4
Projects that have already commenced activity will not be eligible for funding under the Call.  Applicants must demonstrate this in their application.

9.5
Value for money to the UK taxpayer will be a criterion considered when decisions are being made.

9.6
Grant eligible costs include:

9.6.1
Only costs incurred and defrayed after acceptance of DECC grant and up to and including completion of the project.

9.6.2
Cost of all goods, services and purchases necessary to complete project.

9.6.3
Own labour costs, including agreed eligible overheads, for design, development, manufacture, testing and project management.

9.6.4
Own costs include applicant’s own costs and eligible costs incurred by consortium members and eligible costs incurred by companies connected to any of these. The cost of work contracted to connected companies, to consortium members or to companies connected to consortium members should be on the basis of eligible costs.

9.6.5
Grant payment will be made on receipt of reports describing the work undertaken and evidence provided that milestones have been satisfactorily completed, including detailed information on the costs incurred, together with an auditor's report certifying that the reported costs are true and accurate.

9.7
Requests for increases to the capital grant (either the percentage or the absolute value in pounds) to projects will not be considered.

9.8
Changes in beneficial ownership are defined by:
9.8.1
Entitlement to support under the scheme ceases on change of beneficial ownership, including changes of partners within consortium unless otherwise agreed by DECC.  Agreement to any change of ownership is at DECC discretion and only within the terms of this scheme.

9.8.2
In the absence of written consent from DECC, we will have the right to revoke its agreement with the participant and any payments may at DECC discretion be recovered.

9.9
Incomplete applications and any containing incorrect or false information will be rejected.  However, DECC will consider applications which although incomplete, have provided enough project and technical information to make the initial assessment, but may require clarification or data by the independent assessors and DECC in order to make a final decision.
9.10
Costs should be denominated in GB pounds. Applicants should indicate where conversion has been made to GB pounds from other currencies and indicate the rate and assumptions used.

9.11
Authorised representatives of the applicant and all its partners must endorse the application before submission to DECC. For applications made on behalf of consortia operating through a joint venture, an authorised representative of each partner must endorse the application before submission to DECC and a representative of the joint venture must also endorse the application.

9.12
Where an applicant or partner in a consortium is wholly owned by a parent company, an authorised representative of the parent company must endorse the proposal.

9.13
Authorised representatives endorsing the application must be the Company Secretary, President, Chairman, Managing Director, Chief Executive, Chief Operating Officer or Finance Director of the organisation concerned.

9.14
All signatures required must be on the same side of a single sheet of paper and must be witnessed.

9.15
Each applicant and all the partners in any proposal from a consortium must undertake to proceed with the project if the requested grant is awarded [subject to force majeure].

10
How to Apply
Application Procedures

10.1
Application forms and guidance materials will be made available to download from BERR website  http://www.berr.gov.uk/energy/environment/etf/lowcarbonenergydemonstration/page49669.html from 27 May 2009.
.

Submitting an Application Form

10.2
Applicants must return four signed paper copies of your completed application form and attachments to DECC at the address below. They should also enclose an electronic copy on a CD using Microsoft Word.

Mr Allan Taylor

Department of Energy and Climate Change

Atholl House

86-88 Guild Street

Aberdeen

AB11 6AR
Assessment and Approval of Applications

10.3
All applicants will be sent an acknowledgement letter within ten days of receipt. Your application will be assessed and ranked.  DECC will aim to announce awards by 3 August 2009 or earlier (subject to special considerations detailed in Section 6).
What Happens if your Application is Successful?

10.4
When an application has been approved DECC will carry out the following steps:

(i)
Write to the applicant informing them that their application has been successful.

(ii)
Issue grant documentation to the successful applicant.

(iii)
Arrange a project kick-off meeting between the applicant and DECC.

What Happens if your Application is Unsuccessful?

10.5
When an application is not successful DECC will write to the applicant informing them that their application has not been successful and outlining the reasons for rejection.

Complaints About the Assessment Process

10.6
There is no appeal process and decisions are final.
1
27 May 2009

