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UK Context

Net zero by 2050 legislated in 2019; the UK has reduced
emissions by over 50% while growing the economy by
over 80% since 1990.

Making Britain a Clean Energy Superpower is one of
the Government’s five defining missions.

This mission has two pillars:

1. delivering clean power by 2030 and

2. accelerating to net zero across the economy.
This will be achieved by:

* Increasing the deployment of renewables

* Investing in CCUS and hydrogen

- Enabling electrification by removing barriers in the planning
process, supply chains and grid access

....seizing the opportunity of a century to generate growth and make
Britian energy independent.
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Since this government took up office in July 2024

v

Set an ambitious 2035 Nationally Determined Contribution
target to reduce UK emissions by at least 81% by 2035
compared to 1990 levels.

Published the Clean Power Action Plan, which outlines bold
measures to deliver a once-in-a-generation upgrade to Britain’s
energy infrastructure. This includes working with the National
Energy System Operator and Ofgem (energy regulator) to
deliver on connections reform.

Set up Great British Energy, our publicly owned clean energy
company. In December 2025 GBE launched a £1billion
programme to strengthen clean energy supply chains and
support long-term economic growth.

Kickstarted Britain’s carbon capture and hydrogen
industries, with major CCUS clusters, creating thousands of
new skilled jobs and the first Hydrogen Allocation Round
projects now putting spades in the ground, among the first
commercial scale electrolytic hydrogen projects in the world.

Brought forward a new modern Industrial Strategy to deliver
the stability businesses need to invest in the high growth
sectors that will drive our growth mission.



OFFICIAL OFFICIAL : SENSITIVE

Départment for
Energy Security
& Net Zero

UK industry plays an essential role in society

Industry generated £240 billion in
gross value added in 2024 (9% of UK
total) and employs 5 million people
throughout the supply chain.

Industry is a large greenhouse gas
emitter, producing 15% of the UK’s

total territorial emissions in 2024.

Roughly half of UK industrial emissions
are concentrated in 7 industrial clusters
- geographical areas with large
concentrations of industries.

The remaining emissions can be found
in “dispersed sites”, which are industrial
regions scattered around the UK.

Sources:
ONS (2025), GDP output approach — low-level aggregates
UKICE (2022), Manufacturing After Brexit, page 7

Map of emissions from 7
UK industrial clusters
(2023)
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Emissions by sector
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https://www.gov.uk/government/statistics/final-uk-greenhouse-gas-emissions-statistics-1990-to-2023
https://www.gov.uk/government/statistics/final-uk-greenhouse-gas-emissions-statistics-1990-to-2023
https://www.gov.uk/government/statistics/final-uk-greenhouse-gas-emissions-statistics-1990-to-2023
https://www.gov.uk/government/statistics/final-uk-greenhouse-gas-emissions-statistics-1990-to-2023
https://naei.energysecurity.gov.uk/data/maps/emissions-point-sources
https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/ukgdpolowlevelaggregates
https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/ukgdpolowlevelaggregates
https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/ukgdpolowlevelaggregates
https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/ukgdpolowlevelaggregates
https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/ukgdpolowlevelaggregates
https://ukandeu.ac.uk/research-papers/manufacturing-after-brexit/
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The Climate Change Committee’s Balanced Pathway sets
out expectations for industrial decarbonisation between
2025 and 2050. Latest modelling shows a clear shift
towards electrification, with hydrogen playing a more
focused, complementary role.

Technological progress has made electrification viable
across a wider range of industrial processes, including
through the development of industrial heat pumps, electric
furnaces, boilers and ovens.

On the other hand, the cost of producing low carbon
hydrogen has not fallen as quickly as previously
anticipated. Infrastructure is now expected to develop
regionally, with early deployment focused on industrial
clusters with a focused but still important role in industrial
fuel switching and as a feedstock in chemicals or refining.
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Emissions (MtCO,e)
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owmertir — The latest modelled industrial decarbonisation expectations
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Description: The largest share of emissions reduction in industry is from electrification. Contributions
also come from CCS, hydrogen, resource efficiency, energy efficiency, and biomass.

Source: DESNZ (2024) Provisional UK greenhouse gas emissions national statistics 2023; DESNZ
(2024) Final UK greenhouse gas emissions national statistics 1990-2022; CCC analysis.
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Decarbonisation not deindustrialisation

To date, UK industrial emissions have fallen by
60% (1990 — 2023).

But the contribution of manufacturing as a share
of our economy has declined faster than similar
countries, from 18% to 9%.

Decoupling business productivity from fossil fuel use
will protect those businesses from future price
shocks.

We are working to publish a new plan for
industrial decarbonisation that reflects the latest
challenges and opportunities of the net zero
transition for industry.

This plan will also reflect a shift in our understanding
of decarbonisation pathways for industry.

Industrial emissions from 1990-2024 [1]
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Indicates decline of industrial emissions between 1990 — 2024, DESNZ data
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The UK Government is committed to maintaining a competitive and resilient
industrial base. We are harnessing a range of levers to create the right conditions
for British businesses to succeed and grow, while delivering on our climate
ambitions. These include:

* Protection against carbon leakage (e.g., Carbon Border Adjustment
Mechanism, CBAM)

« Supporting competitiveness and reducing energy costs (e.g., British
Industrial Competitiveness Scheme, BICS)

* Investment to deploy emerging technologies (e.g., Industrial Carbon
Capture Business Model and Hydrogen Production Business Model)
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Carbon Border Adjustment Mechanism (CBAM)
« Will address the risk of carbon leakage and ensure UK decarbonisation efforts lead to a true reduction in global emissions.

» Will ensure that highly traded, carbon-intensive imports face a comparable carbon price to the price which would have been paid, if the
good had been produced in the UK. It will apply to the aluminium, cement, fertiliser, hydrogen and iron & steel sectors.

« The UK Government is currently consulting on draft delegated legislation. The technical consultation on monitoring, reporting and
verification of emissions data is open until 21 May 2026.

British Industry Supercharger (BIS)

» Launched in April 2024, provides a package of relief measures to make Britain’s energy intensive industries (Ells) more
competitive and tackle the challenge of carbon leakage.

« Supports around 550 electricity-intensive businesses in sectors such as steel, cement, chemicals and glass.

« The scheme addresses areas of the domestic energy system which together contribute to higher electricity costs for Ells than
comparable countries. Measures include providing up to 90% compensation for electricity network charges.

British Industrial Competitiveness Scheme (BICS)
« From April 2027, the scheme will reduce electricity costs by up to £40/MWh (25%) for 10,000+ manufacturers — boosting

competitiveness and bringing British electricity costs more in line with other economies in Europe.
» The scheme will exempt eligible businesses from the indirect costs of three electricity schemes: the Renewables Obligation, Feed-in

Tariffs, and the Capacity Market.
» Sectors that benefit include automotive, aerospace, steel and pharmaceuticals.
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Cluster sequencing:

« The UK deploys CCUS through regional
industrial clusters, where multiple emitters
share CO, transport and storage
infrastructure.

» The first two clusters are Hynet and East
Coast Cluster (pictured), followed by Acorn
and Viking.

Clusters reduce costs, lower risk, avoid

stranded assets and enable scale by:

o Aggregating CO, volumes;

o Allowing phased expansion as new
projects join over time.

o Clear separation of roles across capture,
transport, and storage operators,
coordinated by government.

Carbon Capture, Utilisation and Storage (CCUS)

HyNet East Coast Cluster

Transport and Storage Company

Transport and Storage
Company

ENI: Eni's network will have the
capacity to transport of up to 4.7

> Northern Endurance
million tonnes of CO, each year

Partnership (NEP): NEP’s
network will have the
capacity to transport up to 4
million tonnes of CO, each
year.

Capture Projects

Protos Energy Recovery Facility:
One of the UK'’s first CCUS-enabled
Energy from Waste facilities,
treating up to 400,000t of non-
recyclable waste whilst generating
enough electricity to power 80,000
UK homes.

Capture Projects

Net Zero Teesside Power
(NZT): UK’s First of a kind
gas CCUS power plant will
provide 0.74 GW of low
carbon flexible generation
from 2028.

Padeswood Cement Works : The
UK'’s first CCUS - enabled cement
plant which aims to capture 800,000
tonnes of CO, a year.
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In October 2024, the UK government announced up to £21.7 billion of funding available over 25
years for the development of the first two CCUS clusters, HyNet and East Coast Cluster

Together, Hynet and the East Coast Cluster will remove 8.5 million tonnes of carbon emissions
every year.

They are projected to support an average of 4,800 direct jobs annually, rising to a potential
50,000 across the supply chain by 2050.

UK business models for CCUS deployment include:

* Industrial Carbon Capture (ICC) Business Models (including the Waste ICC Business Model) are designed
to incentivise the deployment of carbon capture technology for industrial users who often have no viable
alternatives available to achieve deep decarbonisation.

« The Hydrogen Production Business Model (HPBM) will provide support for the development of both CCUS-
enabled and electrolytic hydrogen production.

Long term objective: Move from market creation today to a self-sustaining CCUS market by the mid-2030s.
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Government is enabling the development of a hydrogen economy to deliver clean power to complement renewables
and ensure it can help decarbonise industrial sectors and processes that are hard to electrify.

To date, our policy framework has created an investable model to support the UK’s hydrogen economy. We're now
firmly in delivery mode, supporting projects that will create real jobs and growth across the UK.

In June 2025, the Government confirmed over £500 million support for hydrogen infrastructure. This will enable
the development of the first regional hydrogen transport and storage network.

The Hydrogen Allocation Rounds are a government funding mechanism to support low carbon hydrogen
production across the UK. The HARs allocate revenue support through the Hydrogen Production Business Model
(HPBM) to hydrogen production facilities across the UK.

Hydrogen Allocation Round 1 (HAR1) Hydrogen Allocation Round 2 (HAR 2) Hydrogen Allocation Round 3 (HAR3)
£90m in capital grant support through the In April 2025, the UK Government Building on lessons from HAR1 and
Net Zero Hydrogen Fund (NZHF) and around announced a shortlist of 27 HARZ2, we have proposed to
£2.3 billion of revenue support through the projects across England, Scotland streamline the HAR3 process to
Hydrogen Production Business Model. and Wales that have been invited to reduce the time from application

»  Projects moving through to the final investment the next stage of the Second to award.
decision, construction and operation phases Hydrogen Allocation Round (HAR2) »  This will unlock accelerated project

* First HAR1 project expected to begin process, which includes due delivery, reduce investment risk, and

commercial operations in early 2026. diligence and a cost assessment. drive faster growth across the
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global challenge... but the net zero
transition is a transformational
opportunity.

Thank you for your time.
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