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Offshore wind: Balancin
cost and climate goals

Driving affordability and project timelines
for offshore wind in the United States

State governments, utilities and
organizations face new challenges
in their journey to Net Zero.

Soaring costs for offshore wind projects, a critical
part of decarbonization portfolios, are impacting
set targets. Combined with growing supply chain
issues, offshore wind project timelines are being
revisited and their viability questioned. But there
are levers that can be pulled to achieve ~15-35% in
cost reductions in the Power Purchase Agreement
(PPA) price that will yield more competitive
market rates and ensure project viability.
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Over the last several years, players in the value :

. . . Current queue time | 2.0 - 3.6 years
chain have been focused on pursuing business I
and expanding the offshore wind market. But
surging costs for key components, financing and
uncertainty around capturing key government Additional fte”ewc':’R'i] I
. . . capacity pre-
incentives have begun to render projects
untenable for end-users and PPA customers.

Even more pressing, supply backlogs for key
. Interconnection reforms?
components have ballooned since 2020. For

example, backlogs for the specialized vessels used

in offshore construction have increased by ~150%,

while cable backlogs (including landfall, export Additional renewable
capacity post-IRA3

and inter-array cables) have risen by ~85%.
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Point of interconnection processing time has 3.3 years |

also been impacted. According to our analysis Post-reform and i 043
there is a median of at least three years to IRA queue time _ ! : = yedrs
successfully navigate the interconnection process,
even accounting for recent queue reforms.

I: Estimated based on % increase in rate of capacity from 2022-2030 compared to 2014-2020

2: Reforms based on PJM and MISO estimates that range from 10%-27% decrease in standard processing time
3: Capacity addition estimates based on analysis from Rystad Energy



Fig 1: Fluctuations in inflation, cost component
costs and commodity prices
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Fig 2: Developer’s LCOE breakdown for previous
(2019-2020) and current (Sep-2023), $/MWh
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Achieving ~15-35%
in cost reductions

Despite dramatic costincreases,
utilities and governments can engage
certain levers to reduce costs

Utility-driven

[V]

Ensure lead times of critical components are
secured to reduce schedule delays

[2]

Improve cost transparency, promote de-risking /
risk sharing of price volatility with suppliers

Reduce uncertainty in point of interconnection costs

|

Allow for longer PPA lengths

Government-driven
Support efforts to expedite project permitting

Advocate for broader funding options (i.e. at federal
and]/or state level) to lower financing costs

Engage federal govt. on project ability to access Energy
Community and Domestic Content IRA Incentives

Utilities can work to refine the procurement process, giving developers
greater flexibility and certainty while providing the utility with greater
transparency and risk mitigation on cost and schedule. Whereas from
a governmental standpoint, the main support levers for offshore wind
projects would be focused on permitting, funding and incentives.

If engaged, these savings levers can lead to ~15-35% cost reductions, helping
everyone in the value chain move forward with projects and reduce timelines.

Collaboration as
the solution

By coming together and pulling the available levers, everyone in the
offshore wind value chain can benefit and accelerate the journey to
Net Zero. OEMs, EPCIls, developers and end users can work together to
de-risk projects and achieve healthier margins, more affordable prices,
stronger return on equity and better guarantee for project viability.



About the authors

Eric Powell Sarah Heitzman Scott Troolin

Director Partner, Energy Transformation Manager

Eric has more than 25 years of experience in Sarah is an experienced executive and Scott has over 10 years of experience in management
energy, power and other process industries. advisor, partnering with a wide range of consulting and investment banking operations. He is
Holding extensive experience in energy businesses to address the most pressing an expert in energy transition, specialising in helping
transition, he is a recognized leading expert strategic and operational opportunities. clients navigate decarbonisation and understand

in energy innovation and sustainability. how carbon credits fit into their journey to Net Zero.

sarah.heitzman@pip.global
eric.powell@pip.global scott.troolin@pip.global

Reach out to our experts
to discuss your Offshore
Wind projects

Partners in Performance helps clients unleash their true potential — at a business, commercial and people level. Working as close partners, we
enable our clients to achieve game-changing results that drive lasting impact. Contact us to find out more: pip.global | info@pip.global
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