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We've achieved a huge amount over the last 20 years

GB Power Generation
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Our legislation has underpinned this success

Climate Change Act 2008

First legally binding
climate mitigation
set by a country

Net Zero

The UK's contribution to
stop lobal warming
Commitee on Cimate &

201

2019 - first major
economy to commit
to Net Zero by 2050
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The Ten Point Plan
for a Green Industrial
Revolution

Building back better, supporting green jobs, and accelerating
our path to net zero

2020 - ambitious
40GW offshore wind
target by 2030

December 2020

ENERGY WHITE PAPER

Powering our The Sixth Carbon Budget

The UK’s path to Net Zero

Net Zero Future ¥

2021 - CB6 passed

into law setting 78%

emissions reduction
target by 2035

2020 - strategic
approach for wider
energy system
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Renewable support schemes have catalysed our
decarbonisation journey

Second CfD
Auction
Large Scale Support Schemes = . RO closed Fourth
RO RO I:Lsstg: to new Third .CfD planned CfD
started  started h entrfmts Auc’ilon Auction
in GB in NI
2002 2005 2015 2017 2019 2021
Climate Change Act 2010 Net Zero Legislated 2020 carbon Budget 6
2008 Energy Market Reform Act | | Legislated
| 2013
FIT FIT closed SEG
Launches

Small Scale Support Schemes = Launches to new

entrants
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Contracts for Difference — what Is 1t?

What are CfDs?

Introduced to support deployment through
competitive auctions.

Contracts are provided for new GB sites.

Purpose is to provide long-term price
stabilisation.

Private law contracts between generators
and LCCC (a government-owned
company).

The cost of the scheme is recouped via the
Supplier Obligation, a levy on all
electricity suppliers.

Electricity price

CfD ‘strike price’ — determined by
competitive bidding
A

CfD top up payment
to the generator

Reference price — a proxy for GB wholesale
electricity market price
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How does the auction work?

Auction closes, as the
cumulative spend by projects

awarded CfDs reaches the
maximum auction budget

A

Auction
budget

6t cheapest

£57

5% cheapest
£56

Cumulative annual budget

Cheapest bid

2 cheapest £50
4™ cheapest £51

£54

Year
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Delivery — who's involved?

Start of 15 year term Termination right
Milestone Delivery Date (if not yet (if not yet
(12 months after signature) commissioned) commissioned)

Supply chain
Project plan Contract Development &

Target Longstop Period

(late commissioning)

Application Allocation : : Commissionin
development (>300MW PP signature construction Issioning

. Window
projects)

|

!

Independent Delivery Body Govt-owned company manages
(National Grid) runs contract (Low Carbon Contracts
allocation round process Company)
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The benefits

Investors

* Removal of wholesale electricity
price exposure

* Lowers cost of capital

Consumers

* Competition drives costs to
consumers down

* If wholesale prices go up,
consumers are protected

Strike price (E/MWh, 2012 prices)
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Dudgeon,
Burbo, WalneyBéatrice

Hornsea 1
“~_(FIDER)  (FIDER)

Neart na Gaothe
(CfD AR1)

East Anglia
1 (CfD AR1)

Triton Knoll
(CfD AR2)

Hornsea 2,
ray (CfD AR2)

Doggerbank 2 &

3, Seagreen (CfD DOgEEI’ba.lnk
AR3) 1, Forthwind,
Sofia (CfD...
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| essons learnt

Determine your long-term Think about system - .
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