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SSEP Strategic Spatial Energy Plan 

RESP Regional Energy Strategic Plan: A plan that outlines strategies for energy development 
and management within a specific region.   

RIC Reduced Required Installed Capacity – The ability of an energy system to maintain 
security of supply and meet peak demand with a lower total amount of installed 
generation capacity  

RNP Reform of National Pricing – keeps a single GB electricity price while reforming 
planning, network charges and system operation  

SNIB Scottish National Investment Bank – financial institution supporting economic 
development in Scotland. 

SRMC Short-Run Marginal Cost – the cost of producing one more unit of electricity in the 
short term. 

TNUoS Transmission Network Use of System – charges paid for use of the high voltage 
transmission network. 

TO Transmission Operator – responsible for operating, maintaining, and developing 
transmission networks. 
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Executive Summary 

The international wind market continues to consolidate; however, the pipeline decline is less marked 
than it was in 2024, and global portfolios remain substantial. The sector has seen several lease rounds 
cancelled and numerous auctions fail, underscoring ongoing imbalances and persistent difficulties in the 
market. 

Against this backdrop, the UK market has shown notable resilience, on track to achieve a total installed 
capacity of 18.8 GW by the end of 2026. The seventh Allocation Round (AR7) provided a strong signal 

of government support for the offshore wind sector, with an unprecedented 8.4 GW awarded.   

Nevertheless, the industry continues to face significant challenges from rising inflation and increasing 

cost of capital, both compounded by successive global crises, including the Covid-19 pandemic and 
ongoing conflicts in Ukraine and Iran; however, it is unlikely that conditions will revert to the more 

favourable pre-pandemic environment soon. As a result, the UK experienced a record number of project 

cancellations last year, primarily due to elevated development expenditure and limited chances for 

some projects to meet necessary economic thresholds and win future auctions. 

The UK Government has initiated positive reforms to bolster the industry, such as rationalising the grid 
queue and extending the Contract for Difference (CfD) period to 20 years (extending the price guarantee 
for project, so project will require a lower CfD strike price). Nonetheless, in the current market climate, 
it is essential for both the government and industry stakeholders to collaborate for to enhance the 
competitiveness of the offshore wind industry.  

At present, risk allocation across the value chain (Government, Investors Transmission Operators, 
Developers and Supply chain) remains uneven, with risks often placed on parties ill-equipped to manage 
them effectively. Poor risk distribution typically leads to higher contingencies and increased insurance 
premiums, thereby raising overall project costs. For instance, Ofgem should prioritise reforming the 
Offshore Transmission Owner (OFTO) regime , aiming to minimise uncertainty and reduce unnecessary 
expenses for offshore developers. 

Urgent reform of transmission charges is essential, as its current structure risks undermining the UK’s 
ambitions for offshore wind. At present, it fails to adequately recognise the system-wide benefits 
provided by Scottish projects with higher capacity factors (higher capacity factors asset requires less 
balancing). OEUK supports the need for a locational signal; however, transmission charges should be 
fixed at CfD award to bring predictability. Applying the signal later in the process only results in project 
cancellations and increased costs for consumers. Any future arrangements should be aligned with 
Strategic Spatial Energy Plan (SSEP) objectives. 

The UK remains a net importer of energy, relying on imports to meet over 40% of total energy demand 
and 16% of electricity demand in 2025. To strengthen energy security and safeguard domestic industries, 
the UK should make a strategic commitment to prioritising homegrown energy sources. The UK 
possesses a world-class supply chain, but this vital asset is at risk due to a lack of comprehensive support 
for all forms of homegrown energy. Additionally, while this supply chain expertise could significantly 
benefit the wind sector, support mechanisms, such as the Clean Industry Bonus (CIB), have yet to fully 
recognise and harness this potential. Addressing these gaps will be essential to ensuring a resilient and 
competitive UK energy sector. 
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Recommendations 

1. Ensure Continuous and Sustainable Growth in UK Offshore Wind 

Target 7GW of offshore wind award at AR8. The UK Government should strike the right balance between 
CP30, which requires at least 5GW, and the final CfD strike price that should remain competitive 
compared to the wholesale market and other renewables. 

Deliver all planned grid upgrades by 2028 to enable the UK to harness its offshore wind assets and meet 
the target of at least 43GW installed capacity by 2030. Progress should be tracked against annual 
milestones, with the National Energy System Operator (NESO) and Transmission Operators held 
accountable through strengthened licence conditions and mandatory compensation mechanisms for 
delays. If current progress falls short – at current pace just above 30GW will be completed by 2030 - the 
Government must intervene with emergency measures to accelerate delivery. 

Commit to annual CfD allocation rounds delivering at least 5GW per year from 2026 to 2030, ensuring 
steady growth of the UK supply chain, long-term economy of scale and avoiding boom-and-bust cycles. 
Government and NESO must publish a clear pipeline schedule, with contingency plans for under-
allocation and specific actions required beyond 2030 to maintain momentum. So, the UK can cement 
its position as offshore wind leader and start exporting its technology and knowhow. 

 

2. Improve Offshore Wind Competitiveness 

Under a regime of high inflation and high interest rates, the UK should seek ways to improve offshore 
wind competitiveness. The current market is suffering from wrong risk allocation along the value chain, 
which induces undue risks and contingencies, leading to a higher CfD price. 

Accelerating a self-sustaining offshore wind sector through earlier and more effective supply chain 
engagement. The ambitions of UK and devolved governments for the UK offshore wind sector to be a 
key pillar of industrial strategy hinge on engagement between project developers and the supply chain, 
drawing on decades of oil and gas sector expertise. Such engagement should identify and deliver cost 
effective domestic components and services that help both industrial strategy and provide best value 
to bill payers through CfD prices.Industry is adopting collaborative contracting and standardised 
practices to improve delivery certainty, risk allocation and investment confidence. Policy should 
reinforce, not prescribe, early engagement and consistent contracting, enabling a competitive, self-
sustaining market. These approaches are equally relevant for carbon capture and storage (CCS) and 
hydrogen, where similar supply chain challenges exist. A focus on timely collaboration will accelerate 
deployment, strengthen UK supply chains, and support net zero ambitions. 

Implement a floating wind support package by the end of 2026, focused on reducing costs in key areas 
such as structural engineering, mooring systems, and supply chain innovation. This should include 
targeted research and development  grants, streamlined permitting for demonstration projects, and 
CfD ring-fencing for floating wind, aim to halve the levelised cost by 2030.  
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Introduce multiyear Transmission Network Use of System (TNUoS) charging trajectories and fix 
elements at the point of CfD by 2027 to provide predictability and stability for investors. Reform the 
TNUoS regime to ensure an effective locational signal is given at site selection or at the latest at CfD. 

Reform the OFTO regime by 2027 with a focus on minimising uncertainty and unnecessary developer 
costs, including streamlined handover processes, standardised technical requirements, and increased 
transparency in tendering. 

 

3. System Improvements for Delivery 

Establish a  central digital platform by 2027, giving real-time visibility of grid capacity, constraints, and 
queue status, accessible to all stakeholders.  

Mandate common data standards and clear visualisation tools for all grid and project data, integrated 
into the digital platform and supported by NESO and TOs, to enhance transparency and efficiency.  

Implement mandatory compensation or liquidated damages for grid delivery delays, drawing on best 
practice from US, French and Irish models, to incentivise timely completion and provide investor 
certainty. 

Strengthen licence conditions for Transmission Owners (TOs), making them directly accountable for 
delivery milestones, with penalties for non-compliance and transparent reporting. 
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Part 1: The Global Market Outlook 

The fortunes of the UK energy sector are intimately linked to global economics. This section examines 
how evolving dynamics in major markets affect the UK. It will also examine what it means for UK project 
development, the domestic supply chain, and how the broader financial landscape influences 
investment and delivery.  

 

Figure 1: Historic and future global Installed capacity projection 2020 to 2030 

 

 

The global capacity of projects was expected to reach approximately 180 GW to 220 GW by 2030 (Rystad 
Energy and Westwood Energy forecast). The global outlook for 2030 was reduced by 20 GW last year, 
reflecting the increasing pressures on project delivery. Following a robust final quarter in 2022, Europe, 
the historic pioneer of the sector, was surpassed by Asia in total operational capacity; as the industry 
moves through 2026, mainland China continues to underpin this regional dominance. By the end of the 
decade, Europe and mainland China are expected to remain the primary sector epicentres, collectively 
accounting for 89% of all global installed capacity. 

 

Mainland China remains the dominant player throughout. Excluding China, the regional breakdown for 
2030 attributes approximately 22% to the rest of Europe, 17% to the UK, and 10% to the rest of Asia. 
Despite project cancellations and uncertainties around some projects, the UK market remains in a 
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strong position, reinforcing its status as a leading global hub for offshore wind investment and long-
term energy security. 

 

Regional Delivery and the 2026 Growth Profile 

Figure 2: Prediction of Global installed market and UK online capacity in end 2026 

 

As 2025 concluded, the global sector had achieved just under 110 GW of total installed capacity. 
Mainland China remains the primary driver of the market, contributing 9 GW of the 13 GW installed 
capacity for 2025 as developers work to connect projects before the expiry of the current five-year plan. 
Excluding mainland China, Asia is projected to deliver 1.7 GW, with no new operational capacity 
expected across the Americas or other regions this year. 

Europe maintains its position as the second most active region for deployment, having commissioned 
approximately 2.1 GW of new capacity. This European progress is underpinned by significant 
contributions in 2025 from the UK through the Neart na Gaoithe (450 MW) and Moray West (882 MW) 
projects, alongside the Baltic Eagle (476 MW) and Gode Wind 3 (253 MW) developments in Germany. 

 

2025: A Year of Unsuccessful Tendering 

 

Figure 3: Failed auctions around the world in 2025 
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2025 for global offshore wind sector was marred by a series of unsuccessful auctions and lingering cost 
challenges. Almost 18 GW of capacity stalled due to tender failures, with 8.4 GW occurring in the Q3 
across India, France, Germany, and South Korea. This trend continued with a further 3.1 GW of failed 
auctions, including the 1 GW Nederwiek 1A tender in the Netherlands and the 700 MW offering in 
Lithuania, failing to attract bids. In Asia, the Japanese government pre-emptively postponed the 1.4 GW 
Matsumae and Hiyama tender to improve its market attractiveness. 

Many governments are now revamping regulations to restore investor confidence. The Netherlands is 
moving to incorporate CfDs, while Denmark has already finalised its new framework and reopened 
several North Sea tenders. Industry stakeholders have also warned that without a shift to the Contracts 
for Difference model, the 2026 German auctions risk repeating the lack of participation seen throughout 
2025. 

 

Market Opportunity and Shift 

Although the global market in 2025 was overshadowed by unsuccessful tendering rounds, the 
emergence of new territories shows that the current outlook can be stabilised. Success remains 
contingent upon a sustainable pace of investment that avoids placing excessive pressure on the existing 
pipeline or the wider supply chain. 
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Polish Auction Success and Market Potential 

The Polish government concluded its first competitive offshore wind auction on 17 December 2025, 
awarding over 3.4 GW of capacity to three major projects. The successful Baltyk I, Baltica 9, and Baltic 
East developments are required to deliver first power within seven years, benefiting from twenty-five 
years of revenue support. 

Winning strike prices ranged from £97.32 (476.88 PLN) to £100.47 (492.32 PLN) per MWh, sitting 
approximately 5 to 10% above average Polish electricity and just above UK AR7. Economic analysis 
indicates robust project returns of up to 14%, assuming a 50% capacity factor and standard operational 
costs. This successful outcome underscores that Poland has a high potential to be a large offshore wind 
market in Europe in the future, providing a vital benchmark for regional growth and long-term 
investment stability. 

 

France Launches 10 GW Offshore Wind Mega Tender 

France has combined its ninth (AO9) and tenth auctions (AO10) into a single 10 GW mega tender to 
accelerate its energy transition. This procurement aims to award ten projects, split between 5 GW of 
fixed bottom and 5 GW of floating technology, across seven maritime zones. 

Despite the recent setback where the 1 GW AO7 tender near Oleron failed to attract bids in late 2025 
due to low price caps and difficult site conditions, the French government remains supportive. This new 
auction prioritises European industrial resilience by evaluating environmental performance and 
cybersecurity alongside price. This approach aligns with the Net Zero Industry Act by favouring European 
components over non-European sources. With an allocation tariff target below 100 EUR per megawatt 
hour, the government expects to select winners by early 2027 to reach its goals of 18 GW by 2035 and 
45 GW by 2050. 

Table 1: Europe Auction pipeline for 2026 

Country Project / Auction name Capacity (GW) Mechanism Type Estimated Award Quarter Year Status 

UK Offshore Wind Leasing 
Round 6 

6 Lease Q3 2027 Planned 

Belgium Northwind Noord 0.7 Lease & Support Q3 2026 Planned 

Germany N-10.1 2 Lease & Support Q2 2027 Planned 

Germany N-10.2 (Re-tender) 0.5 Lease & Support Q2 2027 Planned 

Ireland Phase 2 – Site B 1.3 Lease Q4 2026 Planned 

Finland EEZ Tender 1 

 

Lease Q2 2027 TBD 

Portugal Round 1 2 Lease Q4 2026 Planned 

France AO9/10 10 Support Q4 2027 Planned 

Malta Floating Wind 0.3 Lease Q3 2026 Planned 

Norway Vestavind B 

 

Lease Q1 2027 TBC 
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Country Project / Auction name Capacity (GW) Mechanism Type Estimated Award Quarter Year Status 

Norway Vestavind F 

 

Lease Q1 2027 TBC 

Netherlands IJmuiden Ver Gamma 4 Lease & Support Q1 2027 Planned 

Netherlands Nederwiek Noord III 4 Lease & Support Q1 2027 Planned 

Netherlands Nederwiek Zuid B 6 Lease & Support Q2 2027 Planned 

Source: Rystad Energy, Westwood Energy, The Crown Estate, OEUK 
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Part 2: The UK Market Outlook 

Project Pipeline 

Looking at 2026, offshore wind development across the UK Continental Shelf continues at a significant 
pace, ensuring the UK maintains its position as the world’s second largest market by capacity. The 
country’s installed offshore wind capacity is expected to reach around 19 GW by the end of this year, 
representing about 20 per cent increase from the around 16 GW recorded at the close of 2025. This 
growth is driven by a surge in commissioning activity as major projects including phases of Dogger Bank 
(1.2 GW each) and the completion of Neart na Gaoithe (448 MW) and Moray West (882 MW) transition 
into full operation. While global competition intensifies, particularly from mainland China, the UK 
remains the epicentre for European offshore wind development. 

 

Key milestones in 2025 included the completion of 45 monopiles for East Anglia Three by the Navantia 
Windar consortium and the finalisation of foundation installations at all three Dogger Bank sites. 
Critically, all projects scheduled to come online between 2025 and 2028 have already secured final 
investment decisions. Additionally, GB Energy has launched its strategy to strengthen domestic industry, 
specifically targeting the acceleration of floating wind technologies. These developments ensure the UK 
pipeline remains robust as the market transitions from construction phases to new strategic awards. 
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Market Share Evolution  

Figure 4: RWE will become the UK market leader by 2030 

 

 

 

From 2020 to 2025, Ørsted is the number one developer of UK offshore wind projects by equity. While 
SSE Renewables and RWE remain smaller but steadily expanding participant as its development pipeline 
begins to scale in late 2020s. Equinor’s presence in the market is limited, reflecting its later entry relative 
to the other leading developers. 

By 2030, differences in market share across the top five developers will become more pronounced. RWE 
accounts for approximately 20–22% of total capacity, closely followed by SSE Renewables at around 18–
20%, consolidating their positions as the two largest developers. Ørsted and ScottishPower Renewables 
each hold broadly shares of roughly 10–13%, while Equinor represents an estimated 4–6% of total 
capacity as its portfolio begins to materialise. 

By 2035, market concentration among the leading developers will increase further. RWE emerges as the 
clear market leader, with an estimated 24–26% share of total capacity, while SSE Renewables 
strengthens its position to around 20–22%. Ørsted and ScottishPower Renewables continue to grow in 
absolute terms but see their relative market shares stabilise around 10–11%. Equinor’s share increases 
modestly to around 5–6%, indicating gradual consolidation of its position among the top five developers. 
As highlighted in OEUK’s Wind Insight 2025, divestments, mergers and acquisitions are a common 
feature of the UK offshore wind market. Consequently, current projections are subject to significant 
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evolution as the 2035 horizon approaches. Furthermore, these figures assume that all projects currently 
within the pipeline will reach full completion in the expected time. 

Curtailment 

Curtailment remains one of the principal constraints preventing the UK from fully realising the potential 
of its offshore wind resources. The UK grid was not originally designed to accommodate both a 
fundamental shift in consumption patterns, driven by the electrification of the economy, and an 
increasingly decentralised and intermittent generation mix. As a result, despite the scale of planned grid 
investment, access to offshore wind output for UK consumers will remain constrained in the near to 
medium term. Moreover, network reinforcement is already translating into higher TNUoS charges, 
which are undermining the economics of some existing and prospective offshore wind projects.  

 

Figure 5: Constraints cost evolution 
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International collaboration 

The UK is engaging in international collaboration to strengthen its position in the offshore wind market 
and build economy of scale. 

The UK is signatory of the Hamburg Declaration that is confirming the Ostend ambition of 300 GW of 
offshore wind capacity by 2050. 

The UK has also entered in a Green Industry Partnership with Norway to collaborate in the development 
of renewable energy: 

In 2025, Associated British Ports (ABP) has launched a port alliance focusing on floating wind. 

OEUK is working with stakeholders to foster collaboration between the Celtic Sea neighbours in the UK, 
France, and Ireland. Taken together, the Hamburg Declaration and the UK–Norway Green Industrial 
Partnership reflect a deliberate policy choice to situate offshore wind deployment within a broader 
regional and international framework.  Rather than relying solely on domestic market scale, the UK is 
leveraging cooperation to unlock economies of scale, shared infrastructure solutions and more efficient 
capital deployment. 

This approach is particularly relevant as offshore wind projects grow in size, capital intensity and 
dependence on network capacity and system coordination. International collaboration supports the 
case for coordinated planning, the development of hybrid assets and shared grid solutions, while also 
helping to sustain a competitive UK supply chain in an increasingly globalised market.  For the UK, these 
agreements therefore underpin not only decarbonisation objectives but also industrial strategy, energy 
security, and long-term competitiveness in offshore wind. 

  

https://assets.publishing.service.gov.uk/media/69831e5f5a7e802e96d343b6/hamburg-declaration.pdf
https://www.gov.uk/government/publications/green-industrial-partnership-uk-norway-memorandum-of-understanding/green-industrial-partnership-uk-norway-memorandum-of-understanding
https://www.abports.co.uk/news-and-media/latest-news/2025/launch-of-first-global-floating-offshore-wind-ports-alliance
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The UK Supply Chain 

Wind Turbine Size Evolution 

Figure 6: Global wind turbine size evolution 2010 to 2040 (Number of turbines) 

 

While the global offshore wind fleet continues to expand rapidly, the industry’s focus has shifted away 
from an ongoing race towards ever-larger turbines and towards a more consolidated technology 
landscape. Early growth was driven by successive up-scaling, with deployment moving quickly from 
sub-4 MW turbines to 8-10 MW, and subsequently to 10-12 MW machines throughout the 2010s and 
early 2020s. From 12MW onward, bigger size turbines are not expected to fully replace previous models. 

Further increases in turbine size deliver diminishing returns in terms of economies of scale, cost 
reduction and risk mitigation. As a result, the market appears to be consolidating around a limited 
number of proven large-scale platforms, with growing emphasis on standardisation, reliability, 
supply-chain maturity and execution capability, rather than continued pursuit of incremental size 
increases.  
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The UK Offshore Wind Pipeline 

Figure 7: Risked vs. unrisked investment forecast 

 

The unrisked forecast assumes that all projects currently in the pipeline will be delivered. Our risked 
investment forecast takes account of potential project cancellations, project delays and overall 
likelihood of projects proceeding.  

The UK offshore wind pipeline remains a significant opportunity for the domestic supply chain. However, 
there is still considerable scope for UK-based suppliers to capture a greater share of this value. OEUK’s 
risked project pipeline indicates that, under current regulatory and fiscal conditions, total capital across 
offshore wind is expected to reach £86 billion. 

Critically, the success of the offshore wind sector is closely linked to the established oil and gas sector, 
which currently holds an estimated 50% of the skills and supply-chain capabilities required to deliver 
offshore wind at scale. However, there is a growing risk of “supply chain flight”, as companies 
increasingly seek opportunities overseas in response to the unattractiveness of the domestic investment 
environment. Safeguarding long-term energy security and delivering a resilient transition will therefore 
require the UK to prioritise the retention and anchoring of these industrial capabilities and skilled 
workforces before they are lost to international markets.  
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Tariff on Steel Imports 

The UK Government’s March 2026 decision to impose a 50% tariff on steel imports above reduced 
quotas is expected to affect the energy supply chain by increasing short-term costs and procurement 
complexity for steel-intensive offshore projects. At the same time, the policy addresses a strategic 
weakness highlighted by industry analysis: the UK’s growing reliance on overseas steel following years 
of domestic capacity decline. By strengthening domestic production, the approach signals a broader 
industrial policy shift towards protecting critical supply chains and improving national resilience. For 
instance, AR8 will allow CIB applications for UK steel manufacturers, to try to incentivise domestic use. 
Over the longer term, this may support UK-based fabrication yards, contractors and manufacturers by 
increasing demand for locally produced materials and boosting domestic contract opportunities across 
energy and infrastructure sectors. 

OEUK Supply Chain Investment Task Force 

The OEUK Supply Chain Investment Task Force provides strategic oversight, on behalf of the OEUK Board 
and wider membership, to support the coordination and acceleration of supply-chain investment across 
the energy system. Reporting directly to the OEUK Board, the Task Force brings together senior industry 
leaders with responsibility for delivering new energy opportunities. 

Current priorities include the development of OEUK Alliance Contracting guidance, oversight of the 2026 
update to OEUK’s all-energy risked project pipeline, and OEUK-led work with Xodus to establish a UK 
local-content baseline. This baseline will inform future local-content milestones in areas of strategic 
supply-chain strength and support assessment of the effectiveness of public finance mechanisms, such 
as the Clean Industry Bonus. 

The Task Force is also focused on unlocking early-stage supply chain finance, working closely with SNIB, 
the National Wealth Fund and Great British Energy.  New for 2026, the Task Force is supporting FLOWEX 
Mission 5, co-funded with ORE Catapult and Renewable UK, to develop an offshore wind technology 
and R&D roadmap that will inform future Great British Energy funding priorities. 

 

UK Local Content across the Offshore Wind Lifecycle: Where UK Value Sits for the Supply Chain 

Recent studies indicate that around one-third of offshore wind lifetime expenditure is already captured 
by UK companies, with particularly strong performance in development, environmental and consenting 
services, engineering, project management, ports and logistics, and long-term operations and 
maintenance. These strengths reflect a mature and highly capable UK services base that continues to 
deliver value across the full project lifecycle. 

Looking ahead, there is significant scope to increase UK content further as investment in infrastructure 
and manufacturing capacity comes through. New and planned facilities for turbine blades, monopiles, 
export cables and port upgrades, alongside targeted policy mechanisms such as the Clean Industry 
Bonus, are expected to unlock additional domestic value—particularly during the capital-intensive 
construction phase. Floating offshore wind also presents a growing opportunity, with higher UK 
participation already evident in early-stage design, integration activities and operations, and further 
potential as foundation technologies and port capabilities mature. 
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The findings underline that improving local content is less about starting from scratch and more about 
building on existing UK strengths, aligning investment with a clear project pipeline, and supporting 
competitive supply chain growth. With coordinated action across government, developers and suppliers, 
offshore wind can deliver even greater economic value while continuing to drive decarbonisation at 
scale. 
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The UK Supply Chain Support 

 In addition to the Clean Industry Bonus, the government has committed £1 billion to support the 
offshore wind supply chain, structured around three core mechanisms: 

 

Industry Growth Plan 

The Offshore Wind Industrial Growth Plan (IGP), published in April 2024, sets out a long-term strategy 
to strengthen the UK’s offshore wind supply chain and secure greater economic value from rapid sector 
expansion. 

While the UK has the world’s second-largest offshore wind pipeline, increasing global competition and 
supply-chain constraints risk limiting domestic benefits. The IGP has identified five priority areas: 
advanced turbine technology; industrialised foundations; future electrical systems and cables; smart 
environmental services; and next-generation installation and operations.  

If successful, the Plan could support around 10,000 additional supply chain jobs and add up to £25 billion 
of gross value to the UK economy by 2035. The Offshore Wind Growth Partnership (OWGP) acts as the 
IGP Delivery Body and administers funding. This includes around £300 million committed by offshore 
wind developers through the OWIC Industrial Growth Fund, targeted at boosting UK manufacturing 
capacity, innovation and supply chain resilience. It is essential that the existing oil and gas supply chain 
is given the opportunity to benefit from this fund and leverage its expertise to benefit the offshore wind 
sector.  

 

Great British Energy 

Great British Energy (GB Energy) was established in 2024 by the incoming Labour government as a 
publicly owned energy company designed to support the expansion of clean power and strengthen 
domestic supply chains. The government has committed £8.3 billion of capital from the National Wealth 
Fund over five years to capitalise GB Energy and enable long term, strategic investment across the 
energy system. 

GB Energy has agreed to partner with The Crown Estate to accelerate investment in UK offshore wind, 
with the potential to leverage up to £60 billion of private sector capital through coordinated 
development and risk sharing. The company is intended to act as a catalytic investor rather than a direct 
project developer, crowding in private finance and supporting delivery at scale. For instance, GB Energy 
has recently joined forces with the National Wealth Fund and the Scottish National Investment Bank to 
invest in the Pentland Scottish floating wind project.   

GB Energy has allocated £300 million specifically for the offshore wind supply chain. In parallel, GB 
Energy has launched a dedicated floating offshore wind initiative, aimed at supporting the early 
deployment of floating projects while accelerating cost reduction, supply chain readiness and UK 
industrial capability. This competition is expected to play a key role in helping the UK retain global 
leadership in floating wind and transition from demonstration projects to commercial scale. 







Case Study: 
Global offshore wind: 
Financing mechanism 
shifted in 2025 

Project financing rebounds as Europe dominated global offshore wind FID in 2025
After a period of constrained investment driven by inflation and higher interest rates, offshore wind project 
financing showed signs of recovery in 2025. While final investment decision (FID) volumes remained below the 
highs seen in 2023, activity began to stabilise and broaden across markets, supported by improving financing 
conditions and greater capital discipline. The charts below illustrate both the volume of offshore wind capacity 
reaching FID by country, and the shifting balance between project finance and corporate finance as developers 
respond to easing monetary conditions.

Offshore wind capacity reaching final investment decision (FID) totalled 7.3 GW in 2025 (global, excluding 
Mainland China and Vietnam), marking a rebound in project financing activity but still below 2024 levels, when 
FID volume was dominated by US projects. In 2025, FID activity was more widely distributed, led by a cluster 
of European markets alongside Taiwan (China), reflecting improving financing conditions and a more selective 
investment environment. Overall, the data suggests 2025 represented a year of recovery and rebalancing 
across markets, rather than a return to peak‑cycle volumes. 

The 2025 rebound was accompanied by a renewed preference for project finance as the dominant financing 
mechanism for offshore wind reaching FID, reversing the weaker project‑finance backdrop seen during the 
higher interest‑rate period. The shift aligns with easing monetary conditions: as central bank rates peaked and 
began to move lower, the cost of capital started to improve, supporting a return to project‑financed structures. 
While it remains early in the cycle, the trend points toward developers continuing to favour project financing 
over corporate finance into 2026 as financing conditions stabilise.

1

Gigawatts Capacity financed in gigawatts (LHS), Share of project financed capacity (RHS)

Offshore wind capacity reaching final investment decision (FID) by type of financing*
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7.3 GW reaching FID in 2025; project financing rebounds
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• In 2025, we saw that 7.3 GW of global offshore wind capacity excluding mainland China and 
Vietnam reached Final Investment Decision (FID), coming from Poland, the UK, Germany, and 
Taiwan. This record is higher than the 2024 number, which was dominated by US projects, 
most of which funded by corporate financing.

• Last year saw a rebound of project financing, where 86% of projects that reached FID in 2025 
have chosen project financing as their financing mechanism. This tally is much higher than 
2024’s 22%, when most of the capacities reaching FID were in the US. Project financing is a 
funding structure that relies on external debt repaid through the project’s cash flows, whereas 
corporate financing relies on the developer’s balance sheet to raise capital.

• Project financing may increase equity returns through leverage, but higher interest rates can 
weaken the advantage of leverage. Consequently, the high-interest-rate environment in 2024 
led many developers to rely more on corporate financing.

• The rebound in project financing level last year was attributed at least partly to the fact that 
central banks, including the European Central Bank (ECB), the Fed, and the Bank of England 
(BoE), reduced interest rate levels. The ECB saw a peak interest rate of 4.5% in 2024, and in 
4Q25 it fell to 2%. The BoE, meanwhile, lowered the UK’s interest rate from 5.25% to 4% in the 
same period. However, these interest rates are still higher than the pre-Covid-19 pandemic 
level. Although it remains early in the year, we envisage developers in general will still prefer 
project financing over corporate financing in 2026 due to reduced interest rates.
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• In 2025, we saw that 7.3 GW of global offshore wind capacity excluding mainland China and 
Vietnam reached Final Investment Decision (FID), coming from Poland, the UK, Germany, and 
Taiwan. This record is higher than the 2024 number, which was dominated by US projects, 
most of which funded by corporate financing.

• Last year saw a rebound of project financing, where 86% of projects that reached FID in 2025 
have chosen project financing as their financing mechanism. This tally is much higher than 
2024’s 22%, when most of the capacities reaching FID were in the US. Project financing is a 
funding structure that relies on external debt repaid through the project’s cash flows, whereas 
corporate financing relies on the developer’s balance sheet to raise capital.

• Project financing may increase equity returns through leverage, but higher interest rates can 
weaken the advantage of leverage. Consequently, the high-interest-rate environment in 2024 
led many developers to rely more on corporate financing.

• The rebound in project financing level last year was attributed at least partly to the fact that 
central banks, including the European Central Bank (ECB), the Fed, and the Bank of England 
(BoE), reduced interest rate levels. The ECB saw a peak interest rate of 4.5% in 2024, and in 
4Q25 it fell to 2%. The BoE, meanwhile, lowered the UK’s interest rate from 5.25% to 4% in the 
same period. However, these interest rates are still higher than the pre-Covid-19 pandemic 
level. Although it remains early in the year, we envisage developers in general will still prefer 
project financing over corporate financing in 2026 due to reduced interest rates.
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Part 3: Regulatory Framework Evolution 

Transmission Network Use of System (TNUoS) Charges  

 

TNUoS charges recover the cost of building, operating and maintaining Great Britain’s high voltage 
transmission network. They apply to both generation and demand users and vary by location, reflecting 
the cost of transporting electricity to and from different system zones.   

In 2026, the role of TNUoS in shaping offshore wind investment has become even more critical. Charges 
continue to show large regional variation, with Scotland facing the highest tariffs in Great Britain, while 
southern zones often benefit from neutral or even negative charges. This imbalance affects investment 
signals, CfD bids, and long-term project competitiveness. This dynamic has long-term  consumer impacts: 
higher Scottish bids can set clearing prices for all UK offshore wind, increasing total consumer costs by 
£5.6 billion cumulatively from 2025–2050.   

In early 2026, NESO published the Final TNUoS Tariffs for 2026/27, confirming significant year-on-year  
revisions and new Annual Load Factors (ALFs). These tariffs take effect from 1 April 2026 and will shape 
cost environments for AR8 eligible offshore wind projects and repowering decisions.  

Figure 8: Map of TNUoS charge zones and upcoming wind farms 
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Cap & Floor Discussions and the Ofgem Position  

In 2024–25, Ofgem commissioned NESO to explore a temporary cap and floor on wider TNUoS 
generation charges to stabilise volatility ahead of AR7. Although the workgroup developed detailed 
proposals aimed at smoothing regional disparities and reducing investment risk, Ofgem ultimately 
decided not to implement the cap and floor, instead opting for broader network charging reforms under 
REMA.   

A market with fixed income (CfD) but unpredictable cost (TNUoS) is not sustainable, therefore TNUoS 
needs urgent measures to stabilise the cost and long-term reforms to unlock investment decisions and 
reduce costs for consumers. Locational signals should be indicative prior to the leasing round and fix at 
CfD stage. They are inefficient after, damage businesses and increase consumers’ cost. Furthermore, 
the system benefits of higher capacity factors should be recognised and accounted for. 





By contrast, an equivalent wind project located in southern England would move from near zero charges at 
investment decision to receiving a TNUoS credit of £5 million pounds per year by the end of the decade, further 
increasing the bill that must be covered by northern generators and ultimately pushing up consumer bills.

Widening locational disparities
The locational “slope” of TNUoS charges is steepening significantly. By 2030, the range of TNUoS charges 
within Scotland alone is forecast to exceed the current variation across all Great Britain. This creates a strong 
disincentive to invest in northern Scottish zones, including areas expected to host a substantial share of future 
offshore and onshore wind capacity.

Implications for costs and consumers
Transmission charges feed directly into project economics and consumer outcomes. For a wind farm in northern 
Scotland:
• �the contribution of TNUoS to the levelised cost of energy increased from £3.73/MWh in 2016 to £6.41/MWh 

by 2025 and is forecast to exceed £14/MWh by 2029; and
• �higher and more uncertain transmission costs raise CfD bid prices and have contributed to increased 

administrative strike prices in recent allocation rounds.

The outcome is higher system costs, despite Scottish wind being among the lowest cost sources of electricity 
available to the GB system.

Viability risks for operational wind assets
Forecast TNUoS levels create an additional risk for operating wind farms. Illustrative cash flow analysis using 
2029 charge forecasts shows that some offshore and onshore wind projects could potentially move into negative 
operating margins, even where wholesale revenues and CfD support remain in place. This raises the prospect 
of:
• �inefficient early closure of existing wind assets; or
• �premature repowering decisions driven by charging pressure rather than optimal system outcomes.

Alignment with strategic planning
NESO’s emerging Strategic Spatial Energy Plan (SSEP) and the Centralised Strategic Network Plan (CSNP) 
aim to define where generation and network investment should take place. However, current TNUoS principles 
continue to penalise generation in locations identified as strategically essential. For wind, this represents a 
fundamental inconsistency between planning ambition and charging signals.

Key summary
For Scottish wind, TNUoS has evolved from a secondary operating cost into a material investment risk. Figures 
throughout the system operator’s own forecasts demonstrate that rising and volatile transmission charges are 
eroding project value, increasing strike prices, and slowing deployment. Without reform, transmission charging 
is constraining one of the most critical building blocks of the UK’s clean power transition.
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OFTO Regime and Reform Options 

The UK’s Offshore Transmission Owner (OFTO) regime was designed for a system built around radial, 
incremental connections, but the scale and complexity of today’s offshore wind ambitions (up to 50 GW 
by 2030 and potentially over 100 GW by 2050), require a step change in delivery models and 
coordination. The regime must evolve to support anticipatory investment, multiuser offshore networks, 
and new categories of “offshore customers”, such as INTOG electrification projects, offshore electricity 
storage, and hydrogen production. 

A central challenge is that the existing OFTO model places responsibility on generators for the timely 
delivery of transmission assets, but future integrated networks require early, coordinated build-out. 
Delivery risk, unclear grid timelines, and lack of visibility on pipeline sequencing significantly inflate 
developer risk premiums. Delays in OFTO delivery can leave generation assets stranded, with revenue 
loss and higher cost of capital. Those risks ultimately translate into higher CfD strike price and therefore 
cost to consumers. 

Ofgem’s reform work considers three principal options: 

1. Early Competition OFTO Build Model 

Under early competition, OFTOs enter before design finalisation and deliver coordinated assets aligned 
with the Centralised Strategic Network Plan (CSNP). This model could enhance system coordination, 
cost efficiency, and consumer value. However, key barriers must be resolved, including clear governance, 
delivery sequencing and tender transparency; mature site conditions and supply chain readiness; robust 
compensation mechanisms for delays; and balanced risk allocation between generator and OFTO. 
Without clarity on outage and delay compensation, generator participation and investor appetite would 
be constrained. 

 

2. Differentiated Framework for Radial vs. Coordinated Assets 

Early competition should be optional, with radial assets retaining late competition or generator build 
approaches to avoid unnecessary process burden. Early competition suits non-radial, multi-user 
transmission where coordination gains are greatest. 

 

3. Centralised Tendering 

A fully centralised approach could support long-term coordination under the CSNP, but risks 
misalignment with project timelines. Centralised tenders require a phased introduction, strong 
governance, and must avoid deterring investment at early seabed leasing stages. 
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Grid Queue Reform 

Great Britain’s grid connection system has undergone the most significant transformation in its history. 
By late 2024, the connections queue had swollen to 700–800 GW (all technology), far exceeding the 
~200 GW required for net zero by 2050 and more than four times what is needed for Clean Power 2030 
(CP30). This backlog, driven by speculative “zombie” applications, slow network upgrades, and 
misaligned project progression, was blocking the timely deployment of offshore wind and other 
strategic technologies. 

In response, NESO paused new applications in January 2025 and, together with Ofgem, initiated the 
TMO4+ grid connections reform package, replacing the historic “first come, first served” model with a 
new “first ready, first needed, first connected” framework. Under Gate 2, NESO allocates confirmed 
queue positions, connection points, and connection dates only to projects meeting two tests: Gate 2 
readiness criteria (Secure land right, submitted planning application and compliant with readiness 
criteria M1) and Gate 2 strategic alignment criteria (delivery of CP30, flexibility & system services, 
NESO’s Project Designation Methodology and “Protected status”). Gate 2 created a new pipeline of 283 
GW of generation and storage, 99 GW of transmission-connected demand split into two phases: phase 
1(2030 – offer in Q1/Q2 2026) and phase 2 (2035 – offer in Q3 2026). Battery storage was heavily 
reduced due to high speculative volume and oversupply. 

Despite this major reform, significant issues remain. The UK is the only mature offshore wind market 
with no developer protection against grid delays. Developers currently bear 100% of delay risk, including 
lost revenue and capex overruns. This drives up the cost of capital and, ultimately, the CfD prices paid 
by consumers. Furthermore, the connection process will benefit from: 

• A centralised digital tool providing real-time grid capacity, constraints, and queue status 

• Common data standards and clearer visualisation 

• Legal mechanisms to allow the sharing of sensitive network data 

 

Review of Electricity Market Arrangements (REMA) 

REMA remains the UK’s most significant power-market redesign in decades. In a system shifting rapidly 
from centralised fossil fuel generation to decentralised intermittent renewables, REMA seeks to update 
wholesale and balancing arrangements so that they remain compatible with decarbonisation, system 
security and affordability. 

NESO estimates £54–58 bn of grid upgrades by 2030 are needed to integrate planned renewable 
capacity, while demand patterns shift dramatically with electrification. The system will therefore 
depend increasingly on flexible low-carbon resources, hydrogen-fired power, CCS-enabled gas, long-
duration storage and interconnectors, to maintain reliability in a renewable-dominated market.  

In July 2025, Government confirmed that REMA will not proceed with zonal pricing, instead pursuing 
Reformed National Pricing, a model providing greater operability, transparency and efficiency while 
retaining a single GB wholesale price.  
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expected to be slightly lower than historical averages, reinforcing the importance of higher strike prices 
toin maintaining investment viability. 

The scale of awards was enabled by a doubling of the CfD budget, which exceeded earlier expectations 
and allowed substantially more capacity to clear than previously anticipated. Delivery timelines for the 
awarded projects cluster towards the end of the decade, with more than 5 GW targeting first power in 
2030 or 2031. The most advanced projects, including the Norfolk Vanguard portfolio, are aiming for first 
power in 2028 or 2029, helping to underpin a late-decade construction wave. 

Geographically, the awards were weighted towards England and Wales, particularly the east coast. 
Scotland secured Berwick Bank A and a small floating project, but the overall distribution increases 
pressure on east coast supply chains, installation vessels and manufacturing capacity. Hence the need 
to keep a certain geographic spread to ensure steady delivery of the offshore wind program. 

The AR7 outcome sits against the backdrop of project cancellations elsewhere, including the 2.4 GW 
Hornsea Four project from the previous round. In this context, AR7 provides a significant boost to 
confidence, reinforcing the UK’s position as one of the world’s most active offshore wind markets and 
helping to stabilise the investment pipeline heading into the 2030s. 

The UK Offshore Wind Efficiency 

Table 2: Electricity generated, Installed capacity and Implied load factor for Solar, Onshore and Offshore 
wind in 2025 

Quarter  Technology Electricity 
generated (GWh) 

Installed capactity 
(MW) 

Implied load factor 
(per cent) 

Q1 2025 Onshore Wind 9720 16161 27.80% 

Q1 2025 Offshore Wind 12976 16091 37.50% 

Q1 2025 Solar photovoltaics 2821 19789 6.70% 

Q2 2025 Onshore Wind 7192 16323 20.30% 

Q2 2025 Offshore Wind 10485 16650 29.30% 

Q2 2025 Solar photovoltaics 8148 20420 18.60% 

Q3 2025 Onshore Wind 7110 16371 19.70% 

Q3 2025 Offshore Wind 10829 16650 29.40% 

Q3 2025 Solar photovoltaics 6972 21346 15.10% 

Q4 2025 Onshore Wind 11055 16438 30.50% 

Q4 2025 Offshore Wind 17741 16650 48.30% 

Q4 2025 Solar photovoltaics 2055 21736 4.30% 
 Source: DESNZ 

























Case Study: 
Offshore Wind 
Foundation Life 
Extension Assessment

The Challenge | Many early offshore wind farms are approaching or exceeding their original design lives. Unlike 
oil and gas assets, offshore wind operates in a younger, less prescriptive regulatory environment, requiring 
stronger evidence-based justification for continued operation. Original design assumptions often no longer 
reflect operational reality, while improved metocean understanding, turbine control strategies and foundation 
modelling can affect fatigue life and structural margins. Life extension decisions are also increasingly tied to 
asset strategy, including decommissioning risk, regulatory uncertainty and cost exposure. Without a structured 
assessment, owners risk compounding uncertainty across life extension and end-of-life planning.

DNV’s Approach | DNV was appointed to assess life extension options for one of the UK’s earliest offshore wind 
farms, supporting decisions on safe operation and long-term asset strategy. The work re-evaluated monopile 
foundation fatigue life and structural capacity using updated metocean data, a revised basis of design, and 
rebuilt structural and load models. Aero-elastic turbine models were rebuilt in DNV Bladed to reflect changes 
in control systems, with load simulations integrated into foundation analyses through DNV’s SESAM–Bladed 
workflow. Delivered in accordance with DNV-ST-0262 Lifetime extension of wind turbines, the assessment 
provided a robust, auditable framework for demonstrating fitness beyond the original design life.

Results and Value 
The study provided the owner with a clear, defensible understanding of remaining foundation life and the key 
drivers affecting long term structural integrity. Key outcomes included:
• �Engineering justification supporting a life extension of at least five years
• �Updated fatigue life estimates for monopile foundations and towers, reflecting current site conditions and 

loading behaviour
• �Identification of critical sensitivities to support targeted inspection and risk management
• �Structural capacity verification using updated ULS checks aligned with modern standards
• �Clear technical recommendations to enable continued safe operation

Strategic Implications 
• �Life extension assessments provide technical evidence to inform wider lifecycle decisions, including further 

life extension, repowering or decommissioning. 
• �Asset owners face growing end of life challenges beyond structural capacity and remaining fatigue life. 
• �While guidance such as UNCLOS Article 60(3) and OSPAR Decision 98/3 emphasises full removal of seabed 

infrastructure, debate is increasing over partial removal options, including leaving scour protection in situ. 
• �Decommissioning activity is set to rise as first generation offshore wind farms reach end of life, particularly in 

Europe during the 2030s; limited precedent, legacy designs, seabed leasing terms and immature frameworks 
add uncertainty around cost, risk allocation and reuse, while composite blades remain difficult to recycle at 
scale. 

• �Together, these factors mean long-term asset decisions are increasingly shaped by regulatory uncertainty, 
decommissioning obligations and environmental expectations. DNV supports owners in evaluating trade-offs 
between late-life pathways to enable informed, evidence-led decision-making.
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Strategic Spatial Energy Plan 

NESO has an established plan for offshore wind until 2030, the Holistic Network Design (HDN). Beyond 
2030, NESO has been tasked to develop the Strategic Spatial Energy Plan (SSEP) that will cover both gas 
and electricity. The SSEP is becoming the backbone of Great Britain’s move towards a fully coordinated, 
whole system approach to energy planning. Commissioned jointly by the UK, Scottish, and Welsh 
Governments, the SSEP provides an integrated spatial framework for electricity and hydrogen 
infrastructure, identifying optimal zones for generation, storage, and network expansion. Its central 
purpose is to accelerate and optimise the transition toward net zero while ensuring system deliverability, 
affordability, and societal acceptance.  

SSEP development follows a two-year phased methodology, incorporating economic, environmental, 
societal and technical inputs from a wide range of stakeholders. The modelling architecture evaluates 
17 land zones and 19 Crown Estate marine regions, enabling NESO to assess potential buildout pathways 
for offshore and onshore wind, hydrogen production, storage, interconnection and transmission 
expansion under different weather, cost and technology scenarios. These zones are used strictly for 
modelling and do not represent final planning boundaries.  

Modelling outputs show that offshore wind remains a cornerstone of all SSEP pathways. Scenarios 
consistently favour fixed bottom offshore wind to 2040, after which cost convergence with floating wind 
leads to increased deployment of floating capacity. High offshore wind pathways also require substantial 
network expansion, highlighting the SSEP’s critical interface with the Centralised Strategic Network Plan 
(CSNP) and the TMO4+ connections reform.  

The SSEP integrates hydrogen system planning for the first time. NESO’s model includes electrolytic, 
natural gas-based and biomass-derived hydrogen, spatially optimising production, hydrogen to power, 
transport and storage across GB. This aligns hydrogen with electricity and gas system planning, avoiding 
stranded assets and supporting whole system optimisation.  

Timeline updates issued in late 2025 confirm that the final SSEP will be delivered in autumn 2027, 
following refreshed modelling with updated DESNZ datasets. The Secretary of State will recommend the 
preferred energy pathway in summer 2026, after which NESO will run public consultation and Habitats 
Regulations Assessment (HRA). Then the preferred pathway will be confirmed. The CSNP and Regional 
Energy Strategic Plans (RESPs) will follow in 2028. 

The SSEP represents a structural shift: from piecemeal project-led expansion to holistic, long-term, 
cross-vector spatial planning, shaping grid design, seabed leasing, hydrogen investment and the 
sequencing of offshore wind. As such, SSEP pathway choices in 2026–27 will materially influence AR8–
AR10 project viability, network planning cycles, and the UK’s trajectory toward 2030 and 2050 energy 
targets. 
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