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The UK has suffered a policy freeze on renewable energy. This has led to
a 95 per cent fall in investment between 2017 and 2020, which has
taken the UK off track to hit its climate targets. Recent clean power
auctions show that renewables are now the cheapest source of power.

But government has been cutting back on renewables just as they have
become cheap. Our analysis shows there is a queue of 65TWh of
renewable power waiting to be developed, or around 20 per cent of the
UK’s consumption, which could be built for less than the cost of gas
plants.

Continuing to hold back clean power could cost consumers £2.6 billion
by 2025, compared to the alternative of building gas plants. To realise
these savings for consumers, the government will need to change
course and hold auctions for additional clean power contracts.



Looking forward, into the late 2020s, this will be a challenge for the
nuclear industry. Britain could easily meet its carbon budgets with only
two new nuclear sites, and could manage with no new nuclear reactors
in the 20205, after Hinkley Cis built.

However, under current plans, nuclear spending will rise to five times
that of offshore wind by 2025, with a further steep rise in cost out to
2030. We estimate that nuclear costs will need to fall below £65/MWh if
it is to compete, even accounting for the system costs of renewables.

Cutting carbon and keeping bills affordable are no longer conflicting
goals. On the contrary, a strategy which aims to keep energy costs
down should maximise the deployment of energy efficiency and
renewables.



The clean power delay



The UK has enough low cost, low carbon power...

The least cost way to meet climate targets is to steadily deploy low carbon generation,
coupled with demand reduction measures. Taking account of retirements and new
power generation to be built by 2020, to meet its carbon budgets, the government
should aim for ~goTWh of low carbon power and efficiency between 2020 and 2025.
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Current spending Technologies excluded from The rest of the £730m for future
commitments buy ~33TWh bidding could provide ~30TWh CfD auctions could buy at least
~35TWh
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Nuclear and tidal plans have been pushed back to the late 2020s and may slip further.
BEIS has plans for over gGW of new nuclear, or around 2GW per year, after 2025 which is
unprecedented for the UK. The tidal industry is also planning an unrealistic pace of
growth.

Planned nuclear and tidal growth to 2030
14

12

10

N\
8 N
N\
N\
N\
6 N\
N\
N\
__________ -
p .3
4 ~
W ame e e
N\
N\
> N\
N\
- e e e
)
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Nuclear new build == == Nuclear retirements Tidal



MW

Onshore wind is currently banned, and solar power was last allowed to compete at
auction in early 2015. There were no auctions in 2016, which may explain the slowdown
in offshore projects in the early 2020s. In addition, despite offshore wind being at its
lowest cost ever, the 2017 auctions have spent less than two thirds of the available
budget for offshore wind. This underspend could have procured an additional 2GW.

Offshore wind project construction
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The absence of auctions in 2016 or a timetable for further auctions till 2020 is preventing the purchase of cheap offshore wind



Before 2025, clean power can scale up quickly

Renewables can scale up quickly before 2025, if the government holds more clean
power auctions. The graph below shows what the least cost deployment would be,
consistent with government plans and meeting carbon budgets. Here we assume that
Hinkley C is delivered on time to meet an interim target of 76 TWh of new generation.
Negawatts refers to energy efficiency or negative demand.
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Clean is cheaper
than dirty



Low carbon power can save consumers £2.6 billion

Our analysis shows that buying low carbon instead of gas will save consumers £1.8
billion per year (£2.6 billion if energy efficiency, or negawatts, are included) by 2025.
Going slow on low carbon power just as it becomes cheaper would be an expensive

mistake.

New build gas facing a carbon price vs renewables
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zero on the ‘y’ axis = the cost of gas facing a target consistent carbon price.



...and the savings will double by 2030

After 2025, continuing to build renewables and pursuing energy efficiency will save
consumers even more: £3.7 billion per year by 2030 (or £5.3 billion including negawatts
(energy efficiency measures) by the end of the decade).

New build gas facing a carbon price vs renewables
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But new low carbon auctions are needed

No new generation can be built without auctions, so to meet climate targets and keep
energy costs down, a total of £1.7 billion in auction spending is needed by 2025. The
government has already committed £730 million, so the additional spend would be
f970 million. The falling cost of renewables means this is £1 billion less than two years

ago.

Auction spending to deliver ~9o0 TWh of low carbon power

1.8
1.6
1.4

1.2

f billions

0.8

0.6
0.4
O. . .

2020 2021 2022 2023 2024 2025

N

m Negawatts m Nuclear mOffshorewind mOnshorewind mSolarPV mTidallagoon



What will happen if carbon
is not priced correctly?



Our analysis assumes a ‘target consistent’ carbon price, meaning
carbon is priced in a way that is consistent with the UK meeting its
legally binding carbon budgets. Using this price allows fair
comparison between technologies.

However, in practice, carbon pricing has not been the tool used by the
UK to drive decarbonisation. Instead, it has frozen the carbon price, in
an attempt to shield manufacturers from paying for their pollution
when their international competitors do not. Freezing the carbon price
does not cut the cost of meeting carbon budgets, it simply shifts the
cost.

The unintended consequence of suppressing carbon prices is to make
gas generation appear cheaper than it really is, and renewables seem
relatively more expensive.

We illustrate how the cost competitiveness of renewables and energi



