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1 INTRODUCTION 

On Friday, 24 June 2016, the result of the EU referendum was announced with a vote in favour 

of the UK leaving the European Union; so called Brexit.  This decision will have far reaching 

implications for the UK renewables sector in terms of investment and legislation.  This briefing 

note reviews what happens next and likely consequences for renewable power generation in 

the UK market. 

For most voters, energy and environmental policies were not a priority when 

considering which way to vote in the EU referendum. However, the 

consequences for the on and offshore wind industry and nascent marine 

renewables sector (wave and tidal power) could be considerable. 

Whilst estimates suggest UK level regulation is 2.5 times more cost effective 

than EU regulation, Brexit may leave the UK with little influence over EU energy 

regulation but still be largely regulated by it. The evidence predicts regulatory 

divergence will grow over time leaving the offshore wind supply chain less 

competitive against their European counterparts.  

Today, the offshore wind industry is estimated to contribute over £1 billion to the 

UK economy; a figure predicted to grow significantly by 2020. Our research 

shows a Brexit is likely to put the UK’s 2020 and 2030 renewables targets under 

threat, and with it further uncertainty on the future sustainability of the industry. 

Whilst the full impact of Brexit is difficult to predict, it is well understood that 

energy and the environment are key pillars of EU legislation, and have, over 

time, intricately bolstered every facet of UK energy law and policy. 

The coming period will be characterised by political and business uncertainty, 

both of which could shape the exit process.  The composition of the 

Government itself is in a state of flux following the resignation of David 

Cameron, the Prime Minister.  Whilst it will be some time before the full 

ramifications of Brexit are known, it is essential that those in the renewables 

sector begin planning for the inevitable change and consider what they can do 

to shape the future. 

Exit process 

The formal exit process begins when the UK triggers Article 50 of the Lisbon 

Treaty on European Union.  This is done by giving notice to the European 

Council (the Heads of State / Governments of the member states).  The 
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mechanism allows for a maximum of two years to conclude negotiations on 

withdrawal and agreeing the framework for future cooperation. The time period 

can only be extended by the unanimous agreement of the UK and all of the 

other EU Member States.  

Exhibit 1: The Article 50 Withdrawal Procedure 

Article 50 

1. Any Member State may decide to withdraw from the Union in accordance with 

its own constitutional requirements. 

2. A Member State which decides to withdraw shall notify the European Council 

of its intention. In the light of the guidelines provided by the European 

Council, the Union shall negotiate and conclude an agreement with that 

State, setting out the arrangements for its withdrawal, taking account of the 

framework for its future relationship with the Union. That agreement shall be 

negotiated in accordance with Article 218(3) of the Treaty on the Functioning 

of the European Union. It shall be concluded on behalf of the Union by the 

Council, acting by a qualified majority, after obtaining the consent of the 

European Parliament. 

3. The Treaties shall cease to apply to the State in question from the date of 

entry into force of the withdrawal agreement or, failing that, two years after 

the notification referred to in paragraph 2, unless the European Council, in 

agreement with the Member State concerned, unanimously decides to extend 

this period. 

4. For the purposes of paragraphs 2 and 3, the member of the European 

Council or of the Council representing the withdrawing Member State shall 

not participate in the discussions of the European Council or Council or in 

decisions concerning it. A qualified majority shall be defined in accordance 

with Article 238(3)(b) of the Treaty on the Functioning of the European Union. 

5. If a State which has withdrawn from the Union asks to rejoin, its request shall 

be subject to the procedure referred to in Article 49. 

 

Source: HM Government 

Without an agreed extension, if after two years no deal were reached, or the UK 

were not able to accept the deal that was offered, exit would take place 

automatically and without any protection for the rights of UK business to trade 

on a preferential basis with Europe, UK citizens to live in Europe, or UK 

travellers to move about freely in Europe. 
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The mechanism for actually giving notice is unclear and there has already been 

some debate about whether or not informal discussions would constitute the UK 

giving notice.  Prime Minister Cameron stated in his resignation speech that he 

wanted the formal notification to be lodged by his successor, meaning that the 

start of the two-year period would be delayed until October 2016.  However, 

other European leaders are putting intense pressure on the UK to “get on with 

it” in order to minimise the period of uncertainty.  In addition, many 

commentators believe that it will be almost impossible to negotiate the 

withdrawal agreement with-in the two-year timeframe, let alone new trading 

arrangements.  The terms of both withdrawal and new arrangements will need 

to be ratified by the European Council, the EU Parliament, and the UK 

Parliament. 

During the two-year negotiation period the UK will remain a full member state of 

the European Union, subject to its rules and regulations.  This includes the free-

movement of goods, people and services.  The UK will continue to participate in 

all EU decision-making (except in relation to the actual withdrawal agreement), 

although its influence will be greatly diminished.  According to the European 

treaties, any new EU laws that come in to force during the renegotiation period 

will also be binding on the UK.  It is conceivable that the UK will seek to resist 

new laws it considers at odds with post-EU policy, but this could also result in 

more rancorous exit-negotiations. 

Laws and Regulations 

The various EU treaties require that European law is implemented in the various 

member states.  Apart from the enactment of the EU treaties, EU law is typically 

set out in Directives that are then transposed into British law.  The Directives set 

out the general or high-level requirements.  The UK implements the Directives 

in one of three ways:  by primary legislation (Acts of Parliament, etc), through 

secondary legislation (Statutory Instruments, etc), or by detailed UK regulations.  

Various EU regulations have been implemented via a mixture of UK law and 

regulation. UK courts and regulators are also required to follow the judgments of 

the Court of Justice of the EU (“CJEU”).  

As a consequence of enacting EU law, many UK laws are a complex hybrid of 

the transposition of EU requirements and implementation of domestic policies.  

Leaving the EU will not automatically undo UK laws which have been 

implemented to put into effect EU Directives.  These requirements will remain in 

place until the various Acts of Parliament are repealed or Statutory Instruments 

and Regulations rescinded or replaced.  The process of reviewing and changing 

UK law to remove EU elements will take many years.  Of course many EU-

derived requirements will be deemed aligned with UK policy and will continue.  

However, over time we will see an increasing divergence between EU and UK 

law as new Acts of Parliament gradually remove EU items and as new 

European leaders are 
putting intense 
pressure on the UK to 
“get on with it” 
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post-Brexit EU law is not enacted.  Businesses trading with the EU in future will 

have to comply with both UK law and EU law. 

Many EU regulations work directly at the supranational level, leaving the 

possibility of a regulatory gap following the UK leaving the EU.  Whilst it may be 

tempting to eliminate the “red tape” required by such regulation, any business 

exporting to the EU will be subject to the regulations. 

The exact nature of post-Brexit UK law will also depend on the settlement for 

future trading arrangements with EU countries.  It is possible that the UK will 

remain part of the European Single Market as part of final package, in which 

case the UK may continue to be bound by EU laws relating to the Single 

Market. 
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2 ENVIRONMENTAL LAW 

Much of the UK’s environmental law originates from implementation of EU law, including law on 

environmental impact assessment, environmental permitting, climate change, energy efficiency, 

air quality, water and waste. As a result, and depending on the negotiated position with the EU 

going forward, there is a huge body of law that will need to be reviewed and considered, then 

changed or repealed.  

As already noted, there is the possibility of a regulatory gap opening up 

between the EU and the UK, particularly when direct EU regulations are no 

longer applicable.  If the UK adopts a different or more lenient approach to 

regulation, this may result in different compliance regimes in the UK and EU.  

Despite constant carping about “red tape” it is difficult to envisage a situation 

where reduced environmental standards would be politically acceptable. 

Power plants 

The EU Large Combustion Plants Directive (2001/80/EC – LCPD), and its 

successor the Industrial Emissions Directive (2010/75/EU – IED) require new 

power plants to comply with strict emission limits on pollutants. Older power 

plants must upgrade emissions performance or close. The UK energy regulator, 

Ofgem, has warned the UK Government about decreasing electricity capacity 

margins, exacerbate by closure of generating plants coming to the end of their 

life under the Directives.  No longer bound by EU law, the Government might 

choose to extend the lifetimes to these plants, given falling capacity margins 

and, to date, the lack of investment in energy storage or reserve capacity. 

Habitats 

The EU’s Habitats Directive and the Wild Birds Directive together represent 

significant environmental policy instruments. The Directives provide for a 

network of Member State designated conservation areas across Europe relating 

to specified habitats and birds known as Special Areas of Conservation (SACs) 

and Special Protection Areas (SPAs) respectively, requiring member states to 

suitably manage and protect sites.  Meeting the requirements of these 

Directives is often a major consideration in large renewable energy projects.  

Developments need to adopt mitigation measures for environmental impacts, 

before plans or projects can proceed unless there are ‘Imperative Reasons of 

Overriding Public Interest’ (IROPI).  In the UK the Directive has been 
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transposed into national law by means of the Conservation of Habitats and 

Species Regulations 2010 (the Habitats Regulations) and The Conservation of 

Habitats and Species (Amendment) Regulations 2012, which consolidate earlier 

legislation. The UK has a strong heritage for wildlife protection, so it is unlikely 

that these laws would be completely repealed.  However, frustration has been 

expressed in the past over judgements by the Court of Justice of the EU 

challenging UK interpretation of the Directives. 

International Conventions 

Several UK environmental conventions are implemented through EU legislation, 

including climate change (the United Nations Framework Convention on 

Climate Change, UNFCCC, and the Kyoto Protocol), habitat protection, and the 

protection of endangered species.  The recent Paris climate agreement is an 

example where the UK will need to submit a nationally determined contribution 

to the United Nations and where the UK Government could choose to maintain 

ambitious targets or ramp down obligations.  The UK will now have to consider 

how its obligations under all these conventions are taken forward. 

Renewable Energy targets 

The UK is at present bound by a variety of EU energy-related targets, including 

the reduction of greenhouse gas emissions and the production of energy from 

renewable sources.   

The UK’s existing renewables targets are set by the 2009 Renewables Directive 

(2009/28/EC). Under the Directive the UK must meet a target of 15% renewable 

energy use by 2020, to fit within the EU’s overall target of 20%. To meet the 

high-level UK target, the renewable electricity share will need to reach around 

30% by 2020.  The main driver for renewables in the UK has been EU targets, 

providing a stable long-term renewable energy policy framework.  There is no 

doubt that the 15% overall UK target (and the support regime introduced to 

achieve the target) has boosted the UK’s renewable energy sector. 

Following Brexit, assuming a break from the Single Market, the UK could be 

released from its renewable energy targets under the EU Renewable Energy 

Directive.  Nor would the Government be subject to the same EU state aid 

restrictions.  This could give the Government more flexibility in the design of 

renewable energy support regimes and giving greater scope for the use of 

grants, loans and other forms of support. 

The UK could have 
more flexibility in the 
design of its renewable 
energy support 
regimes. 
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Given that the UK will still be bound by national and international 

decarbonisation obligations, it is anticipated that renewable and low carbon 

energy development would continue to form part of the UK’s climate change 

policy.  There remains concern in the renewables industry that the recent 

scaling back of Government subsidies for both utility-scale and distributed 

renewable energy could accelerate. 
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3 ENERGY MARKET 

For many years the EU has been moving towards a unified, integrated energy market.  The UK 

has been at the forefront within the EU in terms of liberalisation of this energy market.  The 

decision to leave the EU means that the UK will need to consider and renegotiate its continued 

membership of the Internal Energy Market (IEM).  

The proposed energy union is focused on developing common infrastructure. A 

critical plank in the strategy for the EU energy market is the building of 

international transmission lines and the construction of a continent-wide power 

grid. As part of the project, several high-voltage interconnectors are planned 

between the UK and Northern Europe.  Interconnectors require bi-lateral 

agreements and significant levels of cooperation between the neighbouring 

countries.  This has been facilitated by the EU framework. It is likely that Brexit 

will slow down construction and raise the costs of new UK electricity 

interconnectors.  UK interconnector investments are likely to lose access to 

bespoke EU funds and compete against projects receiving such EU support. In 

addition, Ireland may seek to connect directly to France to maintain direct 

access to the EU-wide grid. 

The EU’s Internal Energy Market also seeks to ensure there is an open market 

across Europe and offers the benefit of energy market integration in areas such 

as market coupling and cross-border balancing. The implementation of such a 

Europe-wide grid is considered by many experts as critical for efficiently 

absorbing large amounts of renewable energy into the system and effectively 

managing costly storage capacity. 

The UK is increasingly reliant on power and gas imports and its energy market 

is deeply integrated with that of its European neighbours.  Going forward, as 

new interconnectors already under construction are completed, a growing share 

of the UK’s electricity will be exchanged with EU countries.  Participation in the 

energy union remains an option.  The EU member states currently trade 

electricity extensively with Norway and there is no reason to believe that 

existing commercial terms could not continue.  It would seem inevitable that a 

high degree integration will remain and therefore continued adherence at some 

level to EU energy market rules.  

  

Europe-wide grid is 
critical for efficiently 
absorbing large 
amounts of renewable 
energy on to the 
system. 
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Exhibit 2: Existing and future interconnector projects 

Project name Developers Connecting country Capacity Delivery date 
(actual or planned) 

IFA National Grid Interconnector 
Holdings (NGIH) and RTE 

France 2000MW 1986 

Moyle Mutual Energy Ireland 500MW 2002 

BritNed NGIH and TenneT Netherlands 1000MW 2011 

EWIC EirGrid Ireland 500MW 2012 

ElecLink Star Capital Partners Limited 
and Groupe Eurotunnel 

France 1000MW 2019 

NEMO NGIH and Elia Belgium 1000MW 2019 

NSN NGIH and Statnett Norway 1400MW 2020 

FAB Link Transmission Investment and 
RTE 

France 1400MW 2022 

IFA2 NGIH and RTE France 1000MW 2020 

Viking NGIH and Energinet.dk Denmark 1000MW 2022 

Greenlink Element Power Ireland 500MW 2021 

Source: Ofgem 

 



Brexit –renewables unplugged  
  

 

  

The Renewables Consulting Group 12 
 

4 INVESTMENT 

Billions of pounds of sustained investment are needed to replace the United Kingdom’s aging 

power generation assets and meet Government objectives for decarbonisation of the electricity 

sector. 

The UK Government estimates that over the six-year period 2014/15–2020/21, 

the total energy infrastructure requirement will be £274.9 billion. The 

Government’s National Infrastructure Commission has estimated around £14-19 

billion of investment is required in the electricity sector each year in the period 

to 2020. 

All coal-fired power plants are scheduled to close within the next ten years.  

Closure has been partly accelerated by the need to meet EU air quality 

directives, but even if such requirements were repealed from UK law and the 

environmental consequences ignored, these plants are nearing the end of their 

useful life.  Similarly, much of the UK’s fleet of nuclear plant are due to close 

over the next decade.  

The result of the decision to leave the EU will result in a period of great 

uncertainty over the same period as the required investment is planned.  Three 

key areas of risk relate to the renewables sector: market risk, including 

uncertainty on the UK’s future access to the Internal Energy Market; financial 

risk, including borrowing costs and currency fluctuations; and political risk, 

including changes in the Government and energy policy. Investors will require 

higher returns to compensate for the risk of less favourable trading 

arrangements as part of the post-Brexit settlement. This in turn will increase the 

cost of raising finance for energy-sector investments. Commentators are 

already speculating that the vote to leave the EU will impact EDF’s decision to 

invest in the £18bn Hinkley Point nuclear power project.1  

The decision to leave the EU could also impact the UK Government’s desire to 

leverage the nation’s leading position in offshore wind into manufacturing jobs 

and exports.  Already it is reported that Siemens has warned its plans to export 

wind turbine blades from the UK will have to be put on hold because of the 

Brexit vote.2 

                                                      
1 Hinkley project likely to become £18bn casualty. The Times, 28 Jun 2016. 

http://www.thetimes.co.uk/article/hinkley-project-likely-to-become-18bn-casualty-
k750f6xtv 

2 Siemens puts plan to export wind turbine blades from UK on hold. Financial Times, 
28 Jun 2016. https://next.ft.com/content/28020e70-3d50-11e6-9f2c-36b487ebd80a 

£14-19 billion of 
investment is required 
in the electricity sector 
each year 
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The likely weakness of Sterling in the short- to medium-term will also impact 

investment as there will be upward pressure on costs, particularly since 

imported equipment and services are key to new power plants. 

EU Investment Support 

There are several EU initiatives to promote investment in energy infrastructure 

which represent an important source of funding for UK projects.  For example, 

the European Investment Bank (EIB) investments in the UK energy projects 

totalled around EUR 3.5 billion in 2014.  A further example is the European 

Energy Programme for Recovery (EEPR) fund, which has provided €40m 

towards the Aberdeen Offshore Wind project and €110m for the Deeside-Meath 

(UK-IE) interconnector. The withdrawal of funding from EU institutions may 

impact the deployment of capital intensive projects such as offshore wind. 

The EU’s eighth Framework Programme for funding research and innovation 

(Horizon 2020) has a total budget of just over €70 billion, with a large proportion 

dedicated to innovation in energy technology.  A significant proportion is 

currently spent in the UK.  Under whatever model is negotiated post-Brexit it 

would seem that business and academic access to this funding will be severely 

curtailed. There will also be reduced access to pan-European cooperation and 

funding. 

Assuming the UK retains its EU budget contribution to spend on domestic 

projects, then additional and compensating funding could be allocated to 

energy- and climate-related projects. However, this will be in the face of various 

competing priorities. 

UK Investment Support 

Although not directly linked to Brexit, the impact of disruption and change in the 

UK Government could impact investment in offshore wind and renewables in 

general.  Previous Governments supported renewables favouring climate 

change action over concerns about energy costs and industrial 

competitiveness. The UK Government had already changed course on 

renewable energy policy before the referendum vote. Its indecisive energy 

policy has delayed many renewable energy projects and investment inflows, 

and is arguably contributing to reduced energy security. 

A new Secretary of State could reverse that policy and redouble efforts to 

decarbonise the energy sector, but equally concerns over the cost of energy 

and a general leaning towards climate change scepticism amongst Vote Leave 

supporters could put further pressure on the wind industry. The Government 

already delayed the auctions of Contracts for Difference (CfD) contracts, the 
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mechanism used to support investment in new low-carbon generation, by 

guaranteeing a strike price for power purchases. 

In an attempt to “reset” policy, a new CfD auction had been promised during the 

course of 2016. However, disruption to the UK Government, as a result of 

change of personnel, legislative overload, or even an early General Election 

could all delay the next round of offshore wind CfD contracts, which in turn will 

stifle offshore wind investment. Without long-term contracts it is impossible to 

invest the upfront capital needed to construct large-scale offshore wind projects. 

Without visibility as to the timing and volume of contracts there is a danger that 

development on existing offshore wind projects will be terminated and the 

hundreds of millions of pounds invested in early stage development will be 

completely wasted. 
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5 CONCLUSIONS 

We are entering a period of great uncertainty. It will take time for the UK to align 

its negotiating position on the post-Brexit settlement, let alone negotiating an 

agreement with the remaining EU countries. 

Little will change immediately in relation to environmental and renewable energy 

laws and regulations.  It will take years to fully appraise the body of legislation 

built up over 40 years and respond with appropriate changes.  It is also clear 

that this process will consume an extraordinary amount of Government 

legislative time and energy. 

In the near-term the turmoil in Government, including the possibility of a 

General Election could result in a hiatus in energy policy.  The outcome could 

be the postponing of the next round of offshore wind projects, unless the 

Government chooses to decisively move forward to protect the sector and the 

investment and employment it brings. 

Nothing is certain until the shape of the new UK Government in known and the 

strategy for negotiating the UK’s withdrawal from the EU becomes clear. 
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