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The Br i t i sh  Energy Secur i ty  S t ra tegy,  publ i shed 7 Apr i l  2022,  r ight ly  ca l l s  energy “ the l i feb lood of

the g lobal  economy”,  c i t ing our  re l iance on energy for  ever y th ing f rom “heat ing our  homes to

power ing our  fac tor ies”.  Agains t  the backdrop of  an upsurge in  demand pos t  pandemic,  and

Russ ia’s  invas ion of  Ukraine,  energy secur i ty  i s  the focus of  th i s  s t ra tegy.

While there is s�ll a strong emphasis on an energy transi�on, this seems to be a bit

of a sidestep from 2021’s Net Zero Strategy (see our series on that strategy here) and

the decarbonisa�on focus of COP26, hosted in Glasgow in October 2021.

Nevertheless, investors and developers should take comfort from the poli�cal will to

drive forward clean and low carbon technologies, despite the current lack of

regulatory certainty. With engagement from industry stakeholders, that certainty will

come in due course.

The new Energy Security Strategy (“the Strategy”) comprises policies on:

1. Energy efficiency;

2. Oil and gas;

3. Renewables;

4. Nuclear;

5. Hydrogen;

6. Networks, storage and flexibility; and

7. Interna�onal delivery.

We set out the key measures in these areas below in more detail. However, it’s worth no�ng that the biggest opportuni�es for

investors will be in the following areas:

A renewed push for North Sea oil and gas as a medium-term transi�on fuel;

Offshore wind with an increased target of 50 GW by 2030, including 5 GW of floa�ng offshore wind;
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Onshore wind and solar will get a chance to par�cipate in future CfD Alloca�on Rounds, though planning reviews are likely to
be more posi�ve for solar than onshore wind; and

Hydrogen for those who can make a compelling and financeable business case in the run up to 2025, the deadline the UK
government has set itself for developing a market to meet its increased target of 10 GW of low carbon hydrogen produc�on
by 2030.

On the other hand, some areas get short shri�:

Energy efficiency measures again focus on changing consumer behaviour, which has been a tough nut to crack for decades;

Nuclear ambi�ons are set out, but with a heavy reliance on industry to take it forward – given the progress on Hinkley Point C
in the six years since signature of its CfD contract, we do not an�cipate quick progress;

Networks, storage and flexibility have been under the spotlight for many years, with various Ofgem reviews concluded and
ongoing over the last decade – it will be interes�ng to see whether yet another review of electricity markets arrangement
will result in substan�ve changes and easier access to networks; and

Interna�onal delivery is shorthand for reducing reliance on Russian gas.

ENERGY EFF IC IENCY

The suite of measures on energy efficiency s�ll relies heavily on changing consumer behaviours rather than manda�ng specific

changes. It is unlikely that a conserva�ve government would force homeowners to undertake home improvements like installing

cavity wall insula�on and replacing gas fired boilers; instead, they lean on financial incen�ves such as:

Tax breaks: a promised zero-ra�ng of VAT for the next five years on the installa�on of energy saving materials;

Funding for homeowners: the launch of the £450m Boiler Upgrade Scheme; and

Network costs review: a promised ‘rebalancing’ of the costs placed on energy bills away from electricity to incen�vise
electrifica�on across the economy and accelerate a shi� away from vola�le global commodity markets over the decade.

OIL  AND GAS

While the Net Zero Strategy focussed on regula�ng the oil and gas sector to cut emissions alongside a move toward hydrogen,

world events seem to have pushed the UK government toward breathing renewed life into North Sea oil and gas assets:

Gas is currently the glue that holds our electricity system together and it will be an important transi�on fuel. We are taking a

balanced approach to this unique subterranean asset. There is no contradic�on between our commitment to net zero and our

commitment to a strong and evolving North Sea industry. Indeed, one depends on the other. (page 14)

Given the current state of global affairs, the government has priori�sed energy security over carbon reduc�on. The Energy

Security Strategy places a heavy emphasis on using domes�c oil and gas in the shorter term to deter reliance on foreign supplies.

It remains to be seen how this will impact the UK’s Carbon Budgets, par�cularly as domes�c oil and gas extrac�on adds further

carbon emissions on top of the gas burned in industry and homes.
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The Oil and Gas Authority has been re-branded as the North Sea Transi�on Authority

and plans to “launch another licensing round in the autumn, taking into account the

forthcoming climate compa�bility checkpoint and the need for energy security”.

The Strategy also promises to establish “Gas and Oil New Project Regulatory

Accelerators” to provide dedicated support to specific projects, to reduce the

emissions of our offshore oil and gas further, by “driving rapid industry investment in

electrifying offshore produc�on, to ensure our gas remains the low-carbon choice”.

A big caveat is the promise to remain “open-minded about our onshore reserves”,

leaving the door wide open to the use of shale gas and fracking despite the current

pause in this ac�vity.

RENEWABLES

Unsurprisingly, the government seems keen to build on the success story that is offshore wind, increasing the target to 50 GW by

2030, including up to 5 GW of floa�ng wind. An admirable target, but it will be hard to deliver this without wholesale changes to

grid connec�ons and the approach to developing the offshore transmission network.

Onshore wind also gets a men�on, with a con�nued commitment to including it in future CfD Alloca�on Rounds (along with

solar), while priori�sing “pu�ng local communi�es in control”. This may not be the best of news to developers, as local planning

and objec�ons can o�en hinder progress.

Solar is also on the cards, with an expected “five-fold increase in deployment by 2035”, given that the “cost of solar has fallen by

around 85 per cent over the past decade”. This will be supported by a consulta�on on amending planning rules to strengthen

policy in favour of the development of non-protected land for ground-mounted solar. But the strategy strikes a note of cau�on;

while encouraging the si�ng of large-scale projects on previously developed, or lower value land, where possible, projects must

be designed to avoid, mi�gate and, where necessary, compensate for the impact of using greenfield sites.

The strategy also promises that government will “aggressively explore renewable opportuni�es afforded by our geography and

geology, including �dal and geothermal”. It’s unclear what an “aggressive” explora�on entails, par�cularly as there are no

consulta�ons or policies proposed.

NUCLEAR

The Energy Security Strategy makes some bold claims about nuclear, par�cularly given the signature of the Hinkley Point C CfD

contract in September 2016:

“… we need to build a Bri�sh energy system that is much more self-sufficient. This requires power that can be relied on, even

when the sun is not shining, or the wind is not blowing. So, this government will reverse decades of myopia, and make the big call

to lead again in a technology the UK was the first to pioneer, by inves�ng massively in nuclear power.” (page 6)
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The Strategy targets up to 24 GW by 2050, represen�ng up to 25% of projected

demand. While the Strategy states the government’s intent to take forward one

project to Final Investment Decision (“FID”) in this parliament, and two projects to

FID in the next parliament, this is set out as “a challenge to the industry to come

forward and compete for projects and aim to come online this decade”. While the

heavy li�ing will be le� to the industry, the Strategy does promise a ra� of funding

packages and a streamlining of consen�ng and licensing processes for new nuclear.

HYDROGEN

The Energy Security Strategy places hydrogen front and centre, doubling the goal set

out in the Hydrogen Strategy to 10 GW of “low carbon hydrogen produc�on capacity

by 2030, subject to affordability and value for money, with at least half of this coming from electroly�c hydrogen”.

The government wants to move to “price compe��ve alloca�on by 2025 as soon as legisla�on and market condi�ons allow, so

that up to 1 GW of electroly�c hydrogen is in construc�on or opera�onal by 2025”. However, market condi�ons will only develop

to allow this once regulatory and legisla�ve certainty gives investors enough confidence in business and financial models. It is

hard to see how this will happen given the other aims that are stated to be deliverable “by 2025”:

design of new business models for hydrogen transport and storage infrastructure (recognised as “essen�al to grow the
hydrogen economy”); and

se�ng up a hydrogen cer�fica�on scheme, to “demonstrate high-grade Bri�sh hydrogen for export and ensure any imported
hydrogen meets the same high standards that UK companies expect”.

NETWORKS,  STORAGE AND FLEX IB I L I TY

The Strategy’s key theme on networks is how to use them more efficiently. This involves one key point of oversight for the UK

energy system (establishing the Future System Operator), appointment of an Electricity Networks Commissioner to advise the

government on policies and regulatory changes to accelerate progress on network infrastructure, and se�ng out a blueprint for

the whole system by the end of 2022 in the Holis�c Network Design (“HND”) and Centralised Strategic Network Plan (“CSNP”):

“The HND will iden�fy strategic infrastructure needed to deliver offshore wind by 2030. Certain infrastructure iden�fied in the

HND and CSNP will be exempt from the introduc�on of onshore network compe��on.”

These measures are intended to make the best use of exis�ng infrastructure and limited resources. These sit alongside a ra� of

measures intended to make access to networks easier for low and zero carbon genera�on, including:

publica�on of a strategic framework this year with Ofgem for how networks will deliver net zero;

updates to the Na�onal Policy Statements to recognise the HND and CSNP blueprints in the planning system, increasing
certainty for the planning inspectorate, developers and other stakeholders, and speeding up delivery; and

ensuring Ofgem expedites its approvals process to build networks in an�cipa�on of major new sources of genera�on and
demand.
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While general comments are made about encouraging “all forms of flexibility”, including storage and electrolysers, the more

concrete commitment to note is the launch of “a comprehensive Review of Electricity Market Arrangements (REMA) in Great

Britain, with high-level op�ons for reform set out this summer.” This will be joined with the ongoing retail review (driven by high

energy prices, ongoing market vola�lity and supplier insolvencies).

INTERNAT IONAL  DEL IVERY

The inten�on of the ac�ons set out here is to reduce “global reliance on Russian fossil fuels”. These are mainly centred around

building rela�onships with the US and Qatar to provide “a key EU entry point for non-Russian supplies of gas” and aiming for

more efficient trading over our electricity interconnectors with Europe.

WHAT’S  NEXT?

We see more of the same in this Strategy that we’ve come to expect from the government’s other recent strategies (e.g. Net

Zero, Hydrogen etc.): a lot of “let’s wait and see”. While this doesn’t give investors and developers a lot of regulatory certainty,

some poli�cal certainty is useful and opens the door for stakeholder engagement with the relevant government bodies.

If you’d like to discuss any of these areas, please get in touch with the authors or your usual contact at WFW.
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The informa�on provided in this publica�on (the “Informa�on”) is for general and illustra�ve purposes only and it is not intended to provide advice whether that
advice is financial, legal, accoun�ng, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Informa�on provided is accurate at the �me of publica�on, no representa�on or warranty, express or implied, is made as to the accuracy, �meliness,
completeness, validity or currency of the Informa�on and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permi�ed by law, WFW shall not be liable for indirect or consequen�al loss or damage, including without limita�on any loss or damage
whatsoever arising from any use of this publica�on or the Informa�on.

This publica�on cons�tutes a�orney adver�sing.
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