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Executive Summary

To date, the UK has been a global leader in decarbonising its energy system. The Government
has set ambitious delivery targets, notably to reach 50GW of offshore wind by 2030 and to
achieve a fully decarbonised electricity system by 2035. Given that electricity demand is
expected to skyrocket by up to 60% by then’, these targets will be challenging to meet.

This has led to significant investment to date. Since 2010, low
carbon sectors have seen investment of approximately £198
billion?. Across 2021 and 2022 alone, it is estimated that £50 billion
of new public and private investments were made in low carbon
sectors, making the UK a global leader®.

However, the UK cannot take its leading position for granted. An
international race is underway between countries to become the
most investable market for green energy. The USA's ambitious
S500 billion Inflation Reduction Act has lured billions in private
investment, whilst the EU has responded in kind with a generous
package of subsidies.

The UK has been feeling the effects of this. In the latest iteration
of EY's long-running Renewable Energy Country Attractiveness
Index, the UK has dropped from fourth place to seventh* At a

time when the race to attract green finance is fiercer than ever, to
be the only country that dropped in the top ten rankings (except
for the Netherlands who moved from ninth to tenth) should act

as a stark warning for British policymakers. This sentiment was
also mirrored by large UK energy companies recently surveyed by
UKSIF, where over eight in ten (81%) agreed with the statement
that the UK is falling behind other governments in the race to
become the most investible market for low-carbon energy. This is
already materially impacting rates of investment in the UK energy
sector, with 63% of energy sector decision makers saying they have
moved or are planning to move investment out of the UK to a more
sustainability-friendly market.

Policy changes could unlock
£115bn of investment in UK energy

According to the Government's own figures, between £280-400
billion of further public and private investment will be required to
decarbonise just the UK's power sector®. While this is a tall order,
there is no shortage of private capital looking for investment
opportunities. The UK's challenge is to unlock this capital in the
face of other countries’ concerted efforts to also attract private
investment. Favourable UK policies could potentially unlock £115bn
in investment in the UK energy sector as 96% of surveyed energy
companies said they would increase investment into either existing
or new sustainable/green projects in the UK.
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The UK is unlikely to be able to compete with the generous
subsidies and tax breaks that are being used to catalyse
investment into other jurisdictions. Fortunately, there are a host
of regulatory and policy changes that can be made to unlock
new opportunities, de-risk investments, and make the process of
bringing complex low carbon projects online easier. Additionally,
nearly nine in ten (87%) of UK energy businesses agreed that
changes to UK policy are essential to make the UK an attractive
investment location for green energy.

87% of businesses
surveyed agree policy
change is essential

to make UK green
investment attractive

At the UK Sustainable Investment and Finance Association (UKSIF),
which has over 300 members from across the financial services
sector with more than £19tn of global assets under management
between them, we have been working with our members to consider
what measures are required to unlock the private capital required.

Firstly, more must be done to overhaul the arcane and
cumbersome planning and consenting rules that developers face
when trying to get a project approved. Secondly, the UK needs to
invest in its grid. Both the lack of capacity as well as the lengthy
timeframes to connect to it are acting as a massive deterrence
for investors who want to bring projects online at speed. Finally,
the UK should reform the way it procures low carbon generation.
Whilst the UK has been successful to date, within an inflationary
market there are changes that must be made if we are to compete
internationally and, critically, support the UK supply chain that will
underpin the shift to a green economy.

https://assets.publishing.service.gov.uk/media/6194dfa4d3bf7f0555071b1b/net-zero-strategy-beis.pdf
https://assets.publishing.service.gov.uk/media/642556c560a35e000c0chb167/powering-up-britain-net-zero-growth-plan.pdf
https://assets.publishing.service.gov.uk/media/651446cdb1bad4000d4fd916/HMT-UK_Green_Financing_Allocation_Impact_Report_2023_Accessible.pdf
https:/www.ey.com/en_gl/recai/are-the-global-winds-of-change-sending-offshore-in-a-new-direction
https://assets.publishing.service.gov.uk/media/6194dfa4d3bf7f0555071b1b/net-zero-strategy-beis.pdf

2 Financing the Future: Energy



Our Recommendations

Overhaul planning rules to remove obstacles
and reduce the time taken to bring large energy
projects online.

Ensure there is adequate grid capacity to
reduce connection times.

Reform energy pricing mechanisms to incentivise
long-term investment in UK low carbon power capacity,
including the Contracts for Difference auction process
to better support UK supply chain investment.




Policy 1:

Overhaul planning rules to remove
obstacles and reduce the time taken
to bring large energy projects online

The problem:

What are the solutions?

Elements of the UK'’s planning system are
holding back the investment in and delivery
of the UK'’s future energy infrastructure.
The current planning system is arcane and
not fit for purpose.

To decarbonise the economy, the UK needs to electrify the energy
system and reduce our reliance on fossil fuel combustion. This
means not only significantly expanding the number of solar and
wind farms and other forms of low carbon generation, but also
ensuring we are able to build the substations, cables and other
infrastructure needed to transport low carbon electricity from where
it is generated to where it is needed by consumers and businesses.

Whilst build times for the physical infrastructure are short, the
timeline for developers to actually deliver new infrastructure is
much longer given the amount of time it takes for a project to go
through the approval process. As pointed out by Scottish Power
CEO Kevin Anderson, “It only takes us two years to physically build
an offshore wind farm but the planning process is fundamentally
flawed and means it takes us more like 10 years... we need to

be much faster”. For developers, this presents a clear deterrent
for investment?. Two in three (66%) business decision makers in
large UK energy companies believe that streamlining the current
consenting process for major energy projects would shorten
decision timescales.

In short, the UK needs a simplified planning regime that can get
spades in the ground and deliver the necessary infrastructure at
pace to ensure it can keep up with rapidly approaching emission
targets. All of this will reduce the time it takes develop low carbon
projects, which will reduce the risks involved for investors, reduce
the cost of capital, and ultimately drive more investment. As Emma
Pinchbeck, CEO of Energy UK has put it, whilst “the UK has led

the way in the transition to clean energy, we risk squandering this
position and driving the investment that we need elsewhere”.

https:/www.ft.com/content/89ca2e5a-07e1-40d8-8994-48527f99602

https:/www.rtpi.org.uk/media/16015/state-of-the-profession-2023-final.pdf
https:/ens.dk/sites/ens.dk/files/Globalcooperation/one-stop_shop_oct2020.pdf
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https:/www.energy-uk.org.uk/news/uk-falling-behind-in-race-for-clean-energy-investment/

A  Streamline the current consenting
process for major energy projects
by shortening decision timescales

Opportunities exist to streamline the consenting process. For
example, when applying for a Development Consent Order (DCO)
- the standard application to the Planning Inspectorate for a
Nationally Significant Infrastructure Project (NSIP) - reporting
and decision timescales could be shortened.

One way to achieve this would be to enable multiple consents to

be ‘wrapped up' into a single DCO to save project developers from
applying for them separately. Similarly, the Inspectorate’s timeline

of nine months to review and issue a recommendation to the
Secretary of State regarding a project moving forward should also be
shortened to three months. Better guidance at the pre-application
stage from the Inspectorate would help reduce the need for a
lengthy review process ahead of the Secretary of State's decision.

Deadline extensions by planning authorities at the consultation
stages for projects are also a major reason for delay. Better
resourcing of these bodies would help to alleviate the pressures
and bottlenecks they face and enable far swifter decision making,
which in turn will reduce the time it takes to deliver projects.
According to the Royal Town Planning Institute, the number of
planners working in the public sector shrank by a quarter between
2009 and 20208. UKSIF strongly believe that this trend should be
reversed.

Within Denmark, the Danish Energy Agency is set up as a one-
stop-shop permitting® offshore wind developments which is
delivering low carbon projects more simply and faster than in the
UK. This, or a similar, model could be emulated in the UK to speed
up developments.
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Case Study:
Danish Energy Agency

The Danish Energy Agency has introduced an innovative
one-stop-shop approach for the permitting of offshore wind.
It offers a single comprehensive permit license to developers
on behalf of seven participating authorities.

This practical approach has resulted in a more efficient
permitting process which helps developers move more
quickly. The International Energy Agency estimates that

the faster commissioning of projects in the pipeline and
simplified permitting could provide an additional 1GW of utility
scale solar PV capacity and 1GW of wind in Denmark. This is
roughly the amount needed to power a million UK homes.

The Danish Ministry of Climate, Energy and Utilities is the
main public authority that hosts the Danish Energy Agency
and also its key sponsor.
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B Introduce alegal requirement
for five-yearly reviews of National
Policy Statements

The Government's own figures have shown that the approval
time for projects eligible under the NSIP regime increased by 65%
between 2012 and 2021, whilst the number of judicial reviews
raised against applications has spiked from a rate of 10% to 58%.
In 2023, the National Infrastructure Commission outlined its view
that the average consenting process times could be reduced by
two thirds to help reverse this trend™.

Whilst the recent Nationally Significant Infrastructure Projects
Action Plan, which aims to streamline the approval process,
from Government is welcomed, UKSIF would like to see greater
ambition. Government should, as recommended by the National
Infrastructure Commission, introduce a legal requirement for
five-yearly reviews of National Policy Statements for major
infrastructure projects to ensure that guidance for decision-
makers, and applicants, is brought up to date. This will help limit
the number of challenges brought against projects®.

C Update planning regulations to create
a more favourable outlook for onshore
wind farms

The de facto 2015 ban on onshore wind farms has had a significant
impact on investment into low carbon generation capacity. Had the
de facto ban not been in place, it is estimated that between 2016 and
2022, developers could have built enough turbines to power 1.5 million
homes, reducing our reliance on gas-fired power. This ban may have
added as much as £800 million to household energy bills in the winter
of 2022-23%

Whilst the Government has announced plans to introduce greater
community engagement around onshore wind farms and changed
planning guidance so that a windfarm cannot be blocked by a
single complaint, this does not go far enough. All special planning
requirements for onshore wind should be removed, allowing
councils to treat them like any other piece

of major infrastructure™.

https:/www.edie.net/new-fast-track-pathway-in-the-works-to-tackle-energy-development-bottlenecks/
https:/nic.org.uk/studies-reports/infrastructure-planning-system/delivering-net-zero-climate-resilience-growth/

https://nic.org.uk/app/uploads/NIC-Planning-Study-Final-Report.pdf

https://eciu.net/media/press-releases/2022/ban-on-onshore-wind-could-cost-800-million-this-winter
https://eciu.net/media/press-releases/2022/ban-on-onshore-wind-could-cost-800-million-this-winter
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https://www.edie.net/new-fast-track-pathway-in-the-works-to-tackle-energy-development-bottlenecks/
https://nic.org.uk/studies-reports/infrastructure-planning-system/delivering-net-zero-climate-resilience-growth/
https://nic.org.uk/app/uploads/NIC-Planning-Study-Final-Report.pdf
https://eciu.net/media/press-releases/2022/ban-on-onshore-wind-could-cost-800-million-this-winter

Method of delivery

Introduce legislation to ensure that five-yearly review of
the National Policy Statement for Energy becomes a legal
requirement.

Directly amend the Planning Act 2008 to change the
Nationally Significant Infrastructure Project regime.
Specifically, to reduce consultation timelines, and allow
developers to ‘wrap up’ multiple applications within a
single Development Consent Order.

Reverse the legal requirement that all onshore wind
turbines, regardless of size, must be approved or
rejected by Local Planning Authorities, and bring
onshore windfarms back under the National Significant
Infrastructure Project regime.

Government should launch a review examining the
resources and capability of statutory planning bodies to
ensure they are not a blocker for the timely development
of new projects.

Cost

Extrapolating data from the Local Government

Chronicle and the Royal Town Planning Institute, there

are an estimated 1,875 vacancies in council planning
departments in England. Based on an average (median)
salary of £37,000 (including pension contributions) it
would cost roughly £69m to fully staff planning authorities
in England. Assuming a similar level of vacancies in
Scotland, Wales and Northern Ireland, the total figure for
the UK would be £87m.

Outcomes

Streamlining the consenting process and shortening
decision timelines could lead to 40% of energy companies
increasing their investment in sustainable energy resulting
in approximately £3.5bn of company turnover being
allocated to this.

Two in three (66%) business decision makers in large UK
energy companies believe that streamlining the current

consenting process for major energy projects would
shorten the decision timescales.

A simpler planning and consenting system that makes
it easier to bring projects online could unlock billions of
pounds of new investment into UK energy infrastructure.

Enabling the deployment of onshore wind at scale in

the UK will increase the amount of cheap, low carbon
generation we are able to bring online, helping drive down
emissions and bills at the same time.

Financing the Future: Energy




Policy 2:

Ensure there is adequate grid capacity
to reduce the time it takes for projects

to connect

The problem:

The UK's electricity networks and associated
infrastructure will be critical to decarbonising
the UK’s energy system and the economy
more broadly. This infrastructure will enable

us to move low carbon power from where it

is generated to where it is needed, especially
as demand increases. However, this system is
already under considerable strain, and going to
come under more pressure as the UK electrifies
its heating, transport, and replaces fossil fuel
generation with low carbon renewables.

The challenge for many investors is that they are unable to
connect their projects to the electricity grid, or have to wait for

the grid to be upgraded because of a lack of capacity. Of energy
companies surveyed, two in five (44%) said securing a connection
to the electricity grid is a barrier they have faced while investing in
green energy in the UK. With over 600 projects waiting to connect,
Energy UK estimates that if uncertainty is not addressed, by 2030
the UK could lose around £60 billion in private investment in low-
carbon generation alone®™. As identified in the Winser Review from
the independent Electricity Networks Commissioner, the current
expectation is that strategic transmission (the main electrical
cables that transport energy from where it is generated to where it
is consumed) may take up to fourteen years from the identification
of the need to actually commissioning them, whilst investors are
being quoted connection dates that are 15 years away which acts
as a significant deterrent to investment.

Even more starkly, the lack of grid infrastructure means that on a
windy day when offshore wind farms are generating low carbon
power, there is not the capacity to transport it to where it is needed
in the country. The UK is essentially wasting the low carbon energy
it is generating because of lack of infrastructure. Perversely,

these windfarms are also compensated for the power that can't

be transported through constraint payments - essentially being
paid to turn off. The costs from these constraint payments are
then levied back onto consumer energy bills. Recent analysis from
Carbon Tracker found that wind curtailment payments cost £590
million in 2023, adding on average £40 to consumer bills. These
costs are set to more than quadruple to £180 by 2030, due to wind
farms being built faster than the power cabling needed to transmit
the electricity they are generating™".

The Climate Change Committee (CCC) estimates that to deliver a
clean power system by 2035, the UK Government needs to double
the size of the transmission network between 2025 and 2035 (to
65.8GW of capacity)®. This is almost six times the grid capacity
built from 2012 to 2021 (11.35GW), which requires a significant step
change in approach.

What are the solutions?

A Enhance the role of the energy regulator

(Ofgem) to allow greater private sector
investment into grid build out

Enabling the regulator to permit greater private sector investment

will help rapidly build out the grid and associated infrastructure,
allowing a greater number of low carbon projects to be invested in and
connected. This could be delivered through a change in the guidance
from Government to Ofgem in its Strategy and Policy Statement.

Current regulation is too focused on short-term costs and
progressing investment only once a firm need is identified, which
means delivery of network infrastructure trails behind connection
requests. A new, strategic approach where Ofgem approves the
need for investment on a rolling basis will ensure that network
capacity does not become an obstacle to the timely connection of
new projects. In addition, UKSIF would welcome further changes
by Ofgem to its offshore tender process regime, to better enable
private investors to provide capital and deliver the offshore
electricity networks that will be needed for the UK's growing
offshore wind industry™.

15 https:/www.energy-uk.org.uk/wp-content/uploads/2023/10/Energy-Matters-People-Power-Prosperity.pdf

16 https://www.nao.org.uk/wp-content/uploads/2023/03/decarbonising-the-power-sector.pdf
17 https:/www.bbc.co.uk/news/business-67494082

18 https:/www.theccc.org.uk/publication/delivering-a-reliable-decarbonised-power-system/
19 https:/www.nationalgrid.com/document/149496/download
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B Government must urgently publish
a Strategic Spatial Energy Plan and
a timeline for its delivery

Following the Winser Review?’, UKSIF welcomes the Government's
commitment to publishing a Strategic Spatial Energy Plan (SSEP),
alongside an action plan to prioritise grid connections, and it is
critical that the Government now delivers this at speed.

In order to deliver on this, Government must ensure that the
Future System Operator (FSO), a new body that will have greater
responsibility for maintaining and planning the future energy
system, is commissioned by the end of 2024 and able to deliver
the SSEP by the end of 2025%". Doing so will give the network
companies and investors the vital information on where and when
they should invest and the grid capacity that will be available.

Case Study:

Ofgem’s Accelerated
Strategic Transmission
Investment framework

The ASTI framework was proposed in 2022 and will be used
to fast track funding for a tranche of large transmission
network projects that will be critical to

meet the requirements of offshore wind farms and the UK’s
2030 targets.

The model was used to fund electricity network expansion
that was required outside of the existing regulatory cycle
and enabled decisions to be made on a number of projects
at speed.

This or a similar framework should be further utilised to
deliver additional infrastructure needed and drive further
private sector investment into GB electricity networks.

An enhanced responsibility and remit focused on net

zero and infrastructure build out for the regulator would
enable it to take greater advantage of additional investment
frameworks outside the regular network

price control process.

Method of delivery

Government should provide further guidance to Ofgem,
including through a new Strategy and Policy Statement,
to better promote anticipatory investment through its
regulatory decisions to support net zero.

Government should publish a timeline that sets out when the
FSO will be formally established and commit to publishing
the Strategic Spatial Energy Plan by the end of 2025.

Cost

This recommendation has minimal fiscal cost.

Qutcomes

63% of UK Energy companies would welcome a Strategic
Spatial Energy Plan and a timeline for its delivery.

Nearly two in three (65%) of business decision-makers in
the energy sector in the UK believe that enhancing the
role of the energy regulator (Ofgem) to allow for greater
anticipatory investments would have a positive impact on
them investing in sustainable/green energy in the UK.

According to Oxford Economics, investment in Britain's
electricity networks could contribute an average of £18.4
billion to UK GDP each year between 2024 and 2035

Curtailment currently results in wasted low carbon power
and costs consumers £40 a year, rising to £180 a year
by 2030. Building more electricity network infrastructure
will ensure we can transport the power from where it is
generated to where it is needed and drive down these
costs.®

Ofgem has estimated that an independent body with
responsibility for running and planning the electricity
system could save consumers between £0.4 - £4.8 billion
between 2022 and 2050."

20 https://esc-production-2021.s3.eu-west-2.amazonaws.com/wp-content/uploads/2023/08/03165034/Electricity-Networks-Commissioner-report-to-SoS.pdf
21 https:/www.ofgem.gov.uk/sites/default/files/docs/2021/01/ofgem_-_review_of _gb_energy_system_operation_0.pdf
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Policy 3:

Reform energy pricing mechanisms to incentivise
long-term investment in UK low carbon power capacity,
including the Contracts for Difference auction process
to better support UK supply chain investment

The problem:

What are the solutions?

It is estimated that to meet the UK’'s new 50GW
target for offshore wind by 2030, £155 billion
of private investment will be needed in the
UK?2. However, industry has been sounding the
alarm that this process is at risk. In the latest
Contracts for Difference (CfD) Auction Round
5 (AR5), no offshore wind farm developers bid
into the auction, primarily because of the way
the auction parameters were set?.

The Administrative Strike Price (ASP), the guaranteed price for
which a renewable generator will be paid for the electricity they
generate, was set far too low. It did not take into account inflation
and the rising costs that renewable developers have been facing.
56% of energy companies surveyed listed the high costs as a

result of inflation as the number one challenge for their business.
This made the vast majority of large offshore renewable energy
projects unfinanceable and consequently, has put meeting the UK's
ambitious 2030 offshore wind targets at risk.

The perils industry has been facing were demonstrated in July
when one company, Vattenfall, announced it was suspending
work on one of the country’s largest offshore wind farm projects.
This project has the capacity to power the equivalent of 1.5 million
homes. Vattenfall blamed this on a 40% rise in costs, explaining
that the project was no longer viable under the CfD it had been
awarded the previous year?:.

The rising costs in supply chains is also compounded by a lack

of investment into it. PwC estimated last year in its green jobs
barometer that the energy sector is likely to have a shortage of
around 200,000 skilled workers by 20302°. This is down to planned
retirements and poor planning for upskilling and reskilling for
growing sectors such as offshore wind and low-carbon hydrogen.

22 http://www.renewableuk.com/resource/resmgr/final_-_investment_report_20.pdf

A Update the parameters for Contracts for
Difference and procure generation based
on a capacity basis rather than on budget

Government has substantively increased the strike prices available
for the next CfD auction round, ARé, to address some of the failings
of AR5. However, further reforms are needed to give business
confidence in the CfD process going forward.

Firstly, the Government must reform the way it calculates strike
prices to ensure that they take account of inflationary and external
market pressures. Secondly, when procuring new renewable
generation, the Government should move from setting a budget,
and instead set the capacity it wishes to procure across different
technology types. Given our target of 50GW of offshore wind by
2030, we know how much capacity needs to be built each year to
stay on track. Setting an ASP and target capacity to be procured
annually, rather than an ASP and set budget for the auctions, would
guarantee meeting our deployment targets annually. Under current
arrangements whilst the budget allocated by Government could be
used up in the auction process, it may not necessarily deliver the
correct amount of capacity and risk us missing our targets.

In addition, setting out a three-year ahead timetable for new CfDs
would provide investors with further long-term confidence and
enable them to better plan future investments.

B Reform CfD parameters to better
support UK supply chain investment

Whilst the UK's CfD auctions have historically incentivised
investment directly into renewable projects, they have not
necessarily driven the equivalent proportion of investment into
the local supply chains to support their development.

23 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1183230/cfd-ar5-results.pdf
24 https://group.vattenfall.com/press-and-media/newsroom/2023/first-six-months-2023-a-positive-development-for-the-customer-business-and-challenges-in-offshore-wind-power
25 https:/www.pwc.co.uk/who-we-are/our-purpose/building-trust-in-the-climate-transition/supporting-a-fair-transition/green-jobs-barometer.ntml
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Itis critical that as well as investing in projects themselves, CfDs
reward developers who are able to demonstrate how they will
invest in UK manufacturing, skills and port infrastructure.

Reforming the parameters of CfD auctions to better incentivise
this will not only boost investment into the UK, but also ensure that
renewable energy supply chains are scaled up significantly - as
will be required - to meet renewable deployment targets in the late
2020s and 2030s.

In 2019 it was estimated that UK exports of wind energy products
and services were worth £525 million a year with 47 firms exporting
to 37 countries?. The UK Government's 2019 Offshore Wind
Sectoral deal included an ambition to ‘increase exports fivefold to
£2.6 billon by 2030'%. Achieving this will require significant private
and public sector investment.

C Deliver the Review of Electricity Market
Arrangements (REMA) as a priority

More broadly, Government must progress its Review of Electricity
Market Arrangements (REMA) in a timely fashion. This is a
substantive piece of work that will have a major impact on the
electricity market and delay will damage investor confidence. The
Government should set out a timetable under which it will deliver
its final REMA proposals, and commit to implementing them by
2026 to provide investors with the certainty they need.

The market has, to date, delivered substantive increases in low
carbon power, and the CfD processes should be enhanced rather
than fully scrapped. As set out by the Climate Change Committee,
the outcome of REMA must “not deter the investment required to
deliver a decarbonised system by 2035" 262930,

Case Study:
ScotWind seabed leasing to
support UK supply chains

As part of the ScotWind process, Crown Estate Scotland
leased areas of seabed in Scottish waters on which offshore
wind farms can be developed. A total of 74 applications were
made with 17 being granted the rights to build a farm in
Scottish Waters if they are successful in procuring a CfD.

As part of this process, a Supply Chain Development
Statement was required from developers, in which they had to
provide a “clear and transparent outline” of the requirements
of each project and how they would support investment into
the low carbon supply chain. In addition, they were required to
declare how much expenditure is planned in Scotland for their
projects. Across the 17 projects, the developers committed to
spend on average £1.5 billion per project.

This was just focused on Scotland, but similar commitments and
requirements as part of future CfD funding round would ensure
direct inwards investment into supply chains across the UK.

Method of delivery

Government to publish, and then implement at pace,
proposals to reward developers within the CfD auction rounds
who can demonstrate how their proposals would support and
drive investment into UK renewable supply chains.

Government to amend the CfD process to procure a set
amount of capacity from each auction round, rather than
determining how much will be procured by setting a
limited budget.

Government to publish a timetable for the delivery of the
Review of Electricity Market Arrangements, that ensures
all changes are implemented by 2026 to provide investors
greater certainty.

Cost

Reforming the CfD programme as described would have
minimal fiscal implications, although overall CfD costs
significantly vary round-on-round, due to changing
market conditions. Recent rounds, for example, cost
£65m in 2021, £285m in 2022 and £227m in 2023.

Outcomes

87% of UK energy companies think that greater
investment is needed in the UK's green energy supply
chain to help meet its Net Zero targets.

Over half (53%) of energy companies believe that the
delivery of the Review of Electricity Market Arrangements
(REMA) should be a priority.

According to energy think-tank Ember, under a scenario
where 89% of our power is provided by low carbon
generation by 2030, the average household will save £255
on their annual electricity bill. Under a scenario where 98%
can be achieved, this rises to £299 a year.?

If investment in the renewable supply chain is increased,
then the number of jobs in the offshore energy workforce
could increase from over 150,000 in 2023, to over 225,000
by 2030. If investment is not increased, the number of
jobs in offshore energy could drop to 130,000 by 2030.%°

26 https:/www.renewableuk.com/news/478158/New-report-reveals-UK-exporting-wind-and-marine-energy-to-37-countries.htm

27 https:/www.gov.uk/government/publications/offshore-wind-sector-deal

28 https:/www.theccc.org.uk/wp-content/uploads/2023/06/Progress-in-reducing-UK-emissions-2023-Report-to-Parliament-1.pdf

29 https:/ember-climate.org/insights/research/cutting-the-bills-uk-clean-power/
30 https:/www.rgu.ac.uk/news/news-2023/6352-clock-ticking-for-energy-jobs
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understand what policies will be needed to unlock greater investment in the drive to net zero.

Emma Pinchbeck CEO, Energy UK

"Reaching Net Zero will require an estimated five-fold increase

in current investment levels by 2030 - and around two-thirds

of this will come from the private sector. This will only happen if
investors have the confidence and the right environment to justify
committing funding to the UK over the long term.

The UK can rightly point to becoming the first country in the G7

to halve its emissions, mainly driven by the way we generate our
electricity. We cannot rest on past achievements however and, as
it stands, the UK is forecast to have the slowest growth in low-
carbon electricity generation of the world’s eight largest economies
between now and the end of the decade.

We need to match the levels of ambitions set by our targets and
unlocking private capital is the way to do that, while also bringing
benefits to the whole economy. Analysis has shown that the most
ambitious approach to Net Zero could boost the UK's GDP by 6.4%

- or £240 billion - by 2050, roughly equivalent to the current size of
our manufacturing sector."

Nathan Bennett Director of Strategic Communications,
RenewableUK

“This report is spot-on in identifying three of the major barriers to
the UK maximising investment in renewable energy and securing
our fair share of the manufacturing facilities to deliver them. The
UK's planning system and consenting rules urgently need to be
streamlined and shortened, with timeframes for decision-making
set out clearly and proper resourcing provided for planning
authorities. It currently takes longer to get consent for an offshore
wind farm than it does to build it. Similarly, our electricity grid
badly needs an upgrade or we'll continue to see renewable energy
projects which could be generating low cost power for billpayers
held back, in many instances into the next decade.

Reaching the UK's ambitious decarbonisation targets will require
billions in investment. To unlock this level of private funding, UKSIF
is right to call for CfD auctions to be reformed to maximise the
amount of new clean energy capacity we can secure in each
annual allocation round, whilst also ensuring that we can also
build up new UK supply chains to provide products and services
for projects here and abroad. The status quo isn’t an option in the
face of intense international competition for green investment”

Frank Gordon Director of Policy for the Association for
Renewable Energy and Clean Technology

“The UKSIF Energy Manifesto emphasises some of the key issues
being faced by renewable developers, which are ultimately slowing
the ability of private capital to enter the UK energy market. Delays
in getting planning permission or a sensible grid connection

date are making projects unfinanceable and ultimately slowing

the UK's ability to build an affordable, secure and decarbonised
energy system. We therefore particularly welcome the call for more
resources for planning teams and regulators to do their job and
reduce delays as a result.

The report’s recommendations for the Contracts for Difference
scheme accords with what the REA has been calling for in our
own manifesto, which highlights the need to address strike price
calculations, and provide long term certainty with a timetable for
auctions and a clearly dedicated budget. The REA looks forward to
further working with UKSIF, the wider energy industry, and the next
Government to ensure these issues are finally addressed.”

Peter Harrison CEO of Schroders, (November 2023)

“Significant investment is required in the UK to meet its energy
security and renewable infrastructure requirements now and in
the coming years.”

Ed Meier UK Alpha Investment Manager at Jupiter
Asset Management

“Sensible energy policy is essential to make the UK a green
powerhouse. Becoming more self-sufficient and sustainable will
make the UK energy market resilient to price-shocks, benefitting
homes and businesses across the country.”

Brian Henderson Head of Sustainable Investment for UK,
Mercer

"The UK can benefit from a prudent transition away from fossil
fuels. If policymakers help to open the door to private investment
in the UK's clean energy infrastructure, we will see a substantial,
widespread positive impact, with UK households and businesses
benefiting from the transition to a low carbon economy.”

Dan Wells Partner, Foresight Group

“In many countries across Europe the grid serves as a bottleneck
to the energy transition. Private sector finance has the potential
to help address this by facilitating the extensive expansion of
distribution networks, transmission lines, and interconnector
cables between power systems to supercharge the transition.”

Lorna Blyth Managing Director of Investment
Propositions, Aegon UK

"Steadfast energy policy is essential for the UK's success in the
low carbon energy transition. As more pension scheme investors
seek to diversify into asset classes like infrastructure, policymakers
have a unique opportunity to help open up viable investment
opportunities in clean energy benefitting pension savers,
households as well as businesses.”

Research methodology:

UKSIF commissioned an online survey with n=346 business decision-
makers working in large companies across the UK. Survey respondents
were sampled from four sectors: n=100 in Energy, n=100 in Financials,
n=100 in Transportation, and n=46 in Real Estate. For this report, only data
from the n=100 energy companies was provided. Survey respondents were
key business decision-makers who work in companies with an average
annual turnover of £7bn. The survey ran from 2 - 16 February 2024.

" Financing the Future: Energy
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