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We will be running a short webinar tomorrow morning (13 April) at 9am for Energy 
Spectrum subscribers, to briefly go through some of the main stories in this issue, 
with Senior Consulting Analyst James Cunningham discussing the Energy 
Perspective. We will also look forward to what will be in the next issue.  

You can sign up here to register. 

 

Monday 05/04 – National Grid Electricity System Operator reports that 

electricity generated was “the greenest it’s ever been” at 1pm on Monday 5 April. 

Tuesday 06/04 –The Chancellor chairs a meeting with G7 counterparts 

where they agreed a green agenda ahead of COP26. The majority of new homes 
in England are in the most energy efficient bands, according to recent figures 
published by government. 

Wednesday 07/04 – Nigel Pocklington, former Chief Commercial Officer 

of Moneysupermarket Group plc, is announced to succeed Juliet Davenport as 
CEO at Good Energy.  

Thursday 08/04 – National Grid Electricity System Operator’s (ESO) 

summer outlook predicts higher demand at both minimum and peak levels 
compared with last summer, but lower than summer 2019. Ofgem gives notice of 
its intention impose a financial penalty on the ESO for failing to provide accurate 
and unbiased seven day ahead electricity demand forecasts between April and 
July 2017 and again in October 2017. 

Friday 09/04 – The 38MW Gordonbush Extension onshore windfarm 

generates its first power, SSE Renewables announces. 

 

  

mailto:n.palmer@cornwall-insight.com
https://attendee.gotowebinar.com/register/5292003747387445008
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Perspective 
BMUs assemble: BEIS 
consults on requiring 
CMUs to have BMU IDs 
 

BEIS recently launched a consultation to assess whether potential Capacity Market 
Units (CMUs) should be required to have a Balancing Mechanism Unit (BMU) ID in 
order to participate. In this week’s Energy Perspective, we look at the proposals and 
consider the potential impacts on embedded generation and future security of 
supply.  

The Capacity Market: 2021 consultation on improvements consultation, launched on 
5 March set out 10 proposals for improving the Capacity Market (CM), but the 
proposal to require potential CM participants to have a BMU ID is by far the widest 
reaching and potentially greatest impact change. 

The first avenger 

The CM is the main security of supply scheme in GB. Its aim is to ensure there is an 
adequate amount of generation capacity on the system, which it does by providing 
eligible generators and demand-side response (DSR) providers with Capacity 
Payments for up to 15-years. These payments are awarded through annual auctions 
held four years (T-4) or one year (T-1) ahead of delivery. These payments provide 

an increased level of revenue certainty, which makes it easier for developers to make investment decisions on 
projects. This should make energy generation for DSR projects more attractive investments, which should 
result in greater levels of capacity on the system. 

Participants secure agreements by entering CMUs into the auctions, but a CMU can be made up of 
aggregated units of different technology types. For example, a single CMU could consist of a solar component 
and a battery component. The scheme is technology neutral (any can participate) and the only size limitation 
is that a CMU must be at least 1MW, although this can be aggregated up from multiple components, so it is 
not a material barrier to participation. 

The Balancing Mechanism (BM) is one of the key tools used by National Grid Electricity System Operator 
(ESO) to balance the system. It does this by instructing BMUs to either increase or decrease output or 
consumption as needed to ensure supply and demand are balanced. Currently, only large generators 
(>100MW in England and Wales) are required to register as a BMU because they are seen as being large 
enough to have an individual impact on the overall stability of the system. 

Any generator participating in the BM is assigned a unique identifier known as a BMU ID, representing the 
smallest controllable asset in the power station (including Power Park Modules). Being a BMU comes with 
obligations, including submitting data such as Final Physical Notifications (FPNs) for each settlement period at 
Gate Closure, one hour ahead of real time. FPNs tell the ESO what the BMUs expected position will be for 
each settlement period, which it then uses to help determine which BMUs it should turn up or down.  

Historically, smaller generators were viewed as not large enough to have an individual impact on system 
security and are not typically required to register as a BMU. However, they can either voluntarily get one, are 
required to get one if they have a Contract for Difference, can aggregate with other local resources, or they 
can participate as part of a supplier’s BMU. Because smaller generators do not need to provide FPNs if they 
are not in the BM, they are able to self-dispatch or ‘NIV chase’ in real time. NIV chasing is the term used to 
describe generators and storage assets intentionally seeking long imbalances in order to earn the imbalance 
price for these volumes. 

Under the current CM rules, if a generator has a BMU ID, they are required to provide it in order to participate, 
but there is no requirement to have a BMU ID. This means that small, embedded generators are able to 
participate without one and as Figures 1 and 2 below show, made up a significant amount of the capacity that 
prequalified for the last CM auctions. 

James Cunningham  

Senior Consulting Analyst 

01603 542106 

j.cunningham@cornwall-
insight.com 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/966729/capacity-market-2021-consultation-improvements.pdf
mailto:j.cunningham@cornwall-insight.com
mailto:j.cunningham@cornwall-insight.com
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What if? 

There are two distinct elements within the 
proposal relating to BMU IDs. The first relates to 
what information different types of CMUs would be 
required to provide, with BEIS’s current position: 

• Require Existing Generating CMUs, Existing 
Interconnector CMUs and Proven DSR CMUs 
to provide their BMU ID as part of the 
prequalification application (the summer before 
the relevant auction). 

• Require New Build Generating CMUs and New 
Build Interconnector CMUs to submit a 
declaration at prequalification to acknowledge 
that they would have to provide a BMU ID in 
order to start receiving Capacity Payments. 

• Requiring Unproven DSR CMUs to submit a 
declaration at prequalification to acknowledge 
that they would have to provide a BMU ID in 
order receive payments, and to submit a BMU 
ID as part of their DSR test. 

The second element of the proposed change is to 
also require CMUs to set their FPN Flag to ‘True’ 
to ensure National Grid ESO has the right level of 
information to efficiently balance the system. 

Endgame 

An increasingly intermittent generation mix, with 
new operating characteristics has made it 
increasingly difficult for the ESO to cost-effectively 
balance the system. This proposal assumes the 
increase in smaller decentralised embedded generators has exacerbated the problem. As these generators 
have no licence obligation to inform the ESO of their intended generation output, their actions could result in 
the ESO taking inefficient or unnecessarily expensive actions. BEIS believes that these proposals would 
provide the ESO with “suitable monitoring and visibility for all units that can provide capacity.” 

It should also be noted that the current process for issuing CM warnings (a signal to the market that there is 
expected to be an inadequate generation margin in the future) are reliant on the information provided by 
BMUs. Therefore, these warnings could be made more accurate by requiring all CMUs to participate and 
submit information in the BM.   

The department added that an additional benefit of the proposed change would be that it should provide an 
opportunity for it to pursue options for simplifying several CM compliance processes. Given the “pressing 
need to improve the visibility of capacity by the ESO”, and the recent work to remove barriers to participation, 
BEIS is currently proposing to implement these changes in time for the 2022 prequalification window (usually 
July-September). 

The multiverse of madness 

It should be noted that the BMU ID proposal is not the only one put forward by BEIS in the consultation. 
These included giving the EMR Delivery Body more flexibility to consider information that corrects 
administrative or clerical errors in prequalification applications and preventing certain secondary trades from 
being rendered ineffective when the transferor’s Capacity Agreement is terminated. These are intended to 
reduce the risk of applications being rejected for minor admin errors and to make it easier to replace capacity 
that shuts at short notice, respectively. 

BEIS also proposed disabling the net welfare algorithm for T-1 auctions that are held to meet the 
government’s commitment to auction at least 50% of the capacity that was provisionally set aside for a T-1 

Figure 1: Distribution of prequalified CMUS by connection 

capacity for T-1 2021-22 

 
Source: BEIS 

Figure 2: Distribution of prequalified CMUS by connection 
capacity for T-4 2024-25 

 
Source: BEIS 
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auction. This was a commitment made as part of the State aid legal challenge BEIS faced over the CM and it 
has in recent years resulted in T-1 auctions being held for this reason rather than because of system 
requirements. The proposed change is intended to ensure that where T-1 auctions are held to meet the 
government’s commitment, the costs to consumers is minimised. 

In addition, there were also several technical ‘housekeeping’ amendments put forward, including: 

• Make changes to certain formulae and clarifications to the legislation relating to Emission Limits in the CM. 

• Review the existing coronavirus easements around meeting milestones. 

• Extending the deadline for meeting the Extended Years Criteria so that it aligns with the requirement to 
provide Evidence of Total Project Spend and make the sanction for breaching both (a reduction in 
agreement length) subject to the Secretary of State’s discretion. 

• Allow refurbishing plant to have the same Long-Stop Date as new build plant. 

• Maintain the minimum capacity threshold at 1MW. 

• Other minor legislation corrections. 

Civil war 

The proposal to require CMUs to have BMU IDs is a significant one. On the one hand, it would provide the 
ESO with greater visibility of available generation capacity and increase competition in the BM. Increased 
competition could result in lower balancing costs and be beneficial for general security of supply. 

However, for developers of small-scale assets, requiring them to register as BMUs could result in additional 
costs and administrative burden. Registering as part of the BMU requires systems and processes to be in 
place, which will either require investment by developers or additional terms and costs in their PPAs with 
offtakers. We have noted in our Flexible PPA report that more and more providers are capable of offering 
entry into the BM as part of their terms and given the addition of the secondary BMU route and Wider Access 
API through P344 (Project TERRE), it is likely that for most providers accessing the BM will be an additional 
source of revenue which should pay for itself.  

Adding in the requirement for BMU FPN flags to be set to True would effectively end NIV chasing, which can 
be a lucrative revenue stream for smaller generators. This often controversial practice of using increased 
market awareness after gate closure to change position in response to ESO actions is much riskier than 
guaranteed CM revenues, and despite the low prices we expect many investors would insist on CM over 
possible NIV chasing upside.  

Increasing providers into the BM would also be an administrative challenge. In workgroup meeting 4 of P412 
(Ensuring non-BM Balancing Services providers pay for non-delivery imbalances at a price that reflects the 
real-time value of energy) the ESO noted that adding in all ancillary services providers into the BM could not 
occur until longer-term changes were made to the BM platform and therefore not be completed until 2028.   

The balance of cost and benefits weighs on whether competition would be reduced in the CM, increasing 
clearing prices vs. more visibility and better competition in the BM lowering costs. With the rise in offtaker 
flexibility, provision of more BM services in the market and the introduction of the Wider Access API, the cost 
of entering the BM is lower than it once was. Therefore, on balance, mandating registration in the BM is a 
good first step. However, closing off business models or mandating operational requirements through the FPN 
Flag status could change this calculus. Given the timescales discussed by the ESO in P412, there could be 
scope for a BMU Lite, with minimal registration requirements to provide transparency without increased 
energy market obligations.  

Taking a step back, it would be hard to argue that giving the ESO greater visibility of generator activity would 
be a bad thing. If you look at this proposal only in terms of the CM then it may be difficult to justify, but from an 
entire system perspective it could have noticeable benefits. Although, the potentially large timescale required 
to register CMUS as BMUs could cause challenges. As we move towards an increasingly renewables 
dominated energy system with possibly more granular locational and temporal signals, more transparency 
and visibility through BMU registration should benefit all customers.  

The consultation is open until 16 April. 

https://www.elexon.co.uk/documents/change/modifications/p401-p450/p412-workgroup-4-slides/
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Policy 
Government to introduce 
Electricity System 
Restoration Standard 

 
Nick Palmer, n.palmer@cornwall-insight.com  

The government announced on 1 April that intends to introduce a legally binding target for the restoration of 
electricity supplies in the event of a nationwide electricity failure – a new Electricity System Restoration 
Standard (ESRS). This standard will require National Grid Electricity System Operator (ESO) to have 
sufficient capability and arrangements in place to restore 100% of GB’s electricity demand within five days.  

The government says the ESRS should be implemented regionally, with an interim target of 60% of regional 
demand to be restored within 24 hours. This standard “will reduce restoration time across Great Britain and 
ensure a consistent approach across all regions”. 

As pointed out in the policy paper, GB has never experienced a nationwide electricity failure, but the 
government highlights recent international examples in South Australia, Argentina and the US. While it is 
unlikely, it is a credible risk for the electricity network, the government notes. The 2020 National Risk Register 
categorises widespread electricity failure as a high impact, low likelihood risk. 

BEIS and Ofgem undertook a review of the current regulatory framework for dealing with widespread 
electricity failure. 

Alongside this policy paper, Ofgem has launched a consultation on the licence amendments to facilitate the 
introduction of the standard. The current approach is bespoke to black start and involves an efficiency check 
on any spending by the ESO on ESR services and assesses the compliance of the ESO’s black start 
expenditure with the ESO’s ‘Black Start Strategy’ and ‘Procurement Methodology’. The proposed changes 
are: 

• Introduce the concept of an ESRS, linking to a direction from Business Secretary who will set the ESRS and 
aligning the licence terminology with BEIS’s policy. 

• Replace the concept of a ‘Black Start Strategy’ with an obligation to produce an Electricity System 
Restoration Assurance Framework that is approved by Ofgem and incorporates the obligations associated 
with the previous strategy into the requirements for producing an Electricity System Restoration Assurance. 

• Introduce an obligation for the ESO to submit a report by an independent auditor, assessing the Restoration 
Model’s input data, technical assumptions and calculations. 

• Consolidate the reporting requirements in Standard Condition C16 the Electricity Transmission Licence to 
report on both balancing and restoration services procurement and costs within one annual process. 

• Introduce the definition of “restoration services” and amend the definition of balancing services to include 
“restoration services”. 

Subject to the outcome of the consultation, the ESO’s licence condition will change later this year. If the 
proposed licence modifications are implemented, the ESO will need to “promptly” consult with industry on the 
services it will need to comply with the new standard. The Business Secretary will then issue a legal direction 
to the ESO requiring it to comply with the agreed restoration time no later than 31 December 2026. The 
government intends for the Electricity System Restoration Standard to have a robust assurance framework. 
Ofgem will be responsible for monitoring this on an annual basis, providing the necessary assurance and 
confidence that the restoration process can be carried out across each region as intended. 

 

 BEIS will naturally be nervous about Black Start, especially with vivid lessons from Texas, a 
rapidly changing electricity system and innovative trials involving new providers of Black Start. 
Therefore, giving clarity on the obligation of the ESO is welcome. 
 
 

mailto:n.palmer@cornwall-insight.com
https://www.gov.uk/government/publications/introducing-a-new-electricity-system-restoration-standard/introducing-a-new-electricity-system-restoration-standard-policy-statement
https://www.ofgem.gov.uk/publications-and-updates/consultation-licence-amendments-facilitate-introduction-electricity-system-restoration-standard
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Policy 
Government proposes 
mandatory climate-related 
financial disclosures 

 
Nick Palmer, n.palmer@cornwall-insight.com 

The government is consulting on requiring mandatory climate-related financial disclosures by 
publicly quoted companies, large private companies and Limited Liability Partnerships (LLPs). 

Published on 23 March, the consultation concerns proposals which aim to increase the quantity and quality of 
climate-related financial disclosures “in a proportionate manner”. 

In terms of the scope of the proposals, BEIS said it wants the following entities to be come under the 
measures: 

• All UK companies that are currently required to produce a non-financial information statement, being UK 
companies that have more than 500 employees and have transferable securities admitted to trading on a 
UK regulated market banking companies or insurance companies. 

• UK registered companies with securities admitted to AIM with more than 500 employees. 

• UK registered companies which are not included in the categories above, which have more than 500 
employees and a turnover of more than £500mn. 

• LLPs which have more than 500 employees and a turnover of more than £500mn. 

BEIS is proposing that companies will be required to report climate-related financial information in the non-
financial information statement which forms part of their strategic reports. Disclosures will have to be made in 
line with the four overarching pillars of the Task Force on Climate-related Financial Disclosures (TCFD): 
governance, strategy, risk management, and metrics & targets. 

BEIS is planning for the regulations to be made by the end of 2021, with regulations coming into force on the 
6 April 2022, and to be applicable for accounting periods starting on or after that date. Additionally, non-
binding Q&A will be produced to support companies in their application of these requirements. 

In the impact assessment, BEIS expects these proposals will lead companies to “develop a stronger 
understanding of the climate-related risks they face and therefore be better equipped to develop a strategy to 
effectively monitor and manage those risks and take advantage of opportunities”. With “proper” disclosure of 
climate-related risks, investors will be better informed about how companies will likely be impacted by climate 
change. BEIS expects the benefits of managing climate-related risks is likely to be “substantial”, citing Bank of 
England estimates that loan exposures to fossil fuel producers, energy utilities and emission intensive sectors 
are equivalent to around 70% of the largest UK banks’ regulatory capital. 

Additionally, the UK will no longer provide support for the fossil fuel energy sector overseas from 31 March 
2021, it announced on 24 March. This announcement came as part of the government’s response to a 
consultation on ‘Aligning UK international support for the clean energy transition’ and will include UK Export 
Finance support, aid funding, and trade promotion for new crude oil, natural gas and thermal coal projects. To 
support the UK’s energy sector in making this transition, the government will provide: a one-year exemption 
for SMEs; a new ‘Transition Export Development Guarantee’, so that oil and gas focused companies with 
credible transition plans can benefit from UK Export Finance’s working capital support to achieve these plans; 
and a comprehensive and transparent description of the exemptions underpinning the policy shift, to provide 
clarity and certainty for business and civil society. 

 

 These proposals have been long trailed and have a significant bearing on the behaviour of 
large corporates. Climate risk is now being considered in the same way as financial risk. Even for 
those who have been doing voluntary carbon reporting, this is a step up in obligation.

mailto:n.palmer@cornwall-insight.com
https://www.gov.uk/government/consultations/mandatory-climate-related-financial-disclosures-by-publicly-quoted-companies-large-private-companies-and-llps
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972811/uk-support-clean-energy-transition-consultation-response.pdf
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Policy 
Parliamentary update for 
weeks 13 and 14 

 
 

Nick Palmer, n.palmer@cornwall-insight.com 

The Commons remains on recess and will return on 12 April, a day earlier than originally planned, due to the 
death of the Duke of Edinburgh. 

Minister for Climate Change and Corporate Responsibility Lord Callanan (Conservative) answered a question 
on 1 April regarding the assessment the government had made of the resources local authorities would 
require to replace fossil fuel heating in their buildings and housing stock to meet net zero carbon emission 
targets.  

Outlining that Local Authorities are able to apply for funding to decarbonise heat in their buildings through 
various schemes, such as the Public Sector Decarbonisation Scheme; the Local Authority Delivery scheme 
and Local Energy Hubs, as well as through the Social Housing Decarbonisation Fund to improve the energy 
performance of social homes, Lord Callanan confirmed that “the upcoming Heat and Buildings Strategy will 
set out further details on how we plan to work with local authorities to meet our ambition on heat and buildings 
decarbonisation.” 

Additionally, on 1 April, Lord Callanan responded to a question around the steps the government is taking to 
ensure that electricity networks have enough capacity to facilitate the mass rollout of electric vehicles and 
efficiently connect electric vehicle (EV) charging points to those networks. “In 2019, the government consulted 
on mandating that all private charge points sold or installed in the UK must have smart functionality and meet 
device level requirements. We intend to lay the relevant legislation later this year,” Lord Callanan stated. 
“Ensuring a smooth process for connecting EV charging points to the electricity networks is the responsibility 
of network operators at both the distribution and transmission levels, and they are incentivised to do so 
through the regulatory framework, also set by Ofgem.” 

The Commons Environmental Audit Committee (EAC) emphasised the “substantial potential” of the tidal 
power sector to contribute to the UK’s renewable energy mix in a letter to Business Secretary Kwasi Kwarteng 
(Conservative, Spelthorne) on 31 March. Tidal stream technology could boost technology clusters in coastal 
locations and increase inward investment. The EAC noted that tidal range projects such as lagoons and 
barrages are stuck at the concept stage. The EAC recommends the government discuss an administrative 
strike price for Contracts for Difference round four. 

MPs on the All-Party Parliamentary Group on Energy Costs heard that the government’s Energy White Paper 
and the Climate Change Committee’s (CCC) Sixth Carbon Budget Advice are not consistent, according to 
Clive Moffatt, Moffatt Associates, who also said that achieving net zero by 2050 “might not be possible”. 
During the 31 March session, Ed Birkett, from Policy Exchange, disagreed, but said there should be higher 
sectoral ambitions. Birkett also said that the number of consultations that BEIS is currently conducting means 
that the department may need more resources than it currently has. He also said energy retail needs to go 
further if “we are going to unlock the potential of advanced retail offerings”, recommending need dynamic and 
local tariffs to enable savings. Mike Thompson, CCC, also disagreed with Moffat, saying that if the Sixth 
Carbon Budget advice is followed, then the UK could even reach net zero sooner than 2050. 

The Heat Networks (Scotland) Act 2021 became law on 30 March after being passed through the Scottish 
Parliament by a vote of 119 for, 0 against and 0 abstentions. The law aims to increase the use of heat 
networks in Scotland by providing rules and regulations on them. These rules cover areas such as making 
applications, identifying exemptions, granting licenses and setting up heat network zones. All public sector 
building owners will need to assess their buildings to check if they are suitable to connect to a heat network.  

The Scottish government said the bill was created because the heat network sector was not previously 
regulated, and the government sees heat networks as playing a key role in heat decarbonisation. 

mailto:n.palmer@cornwall-insight.com
https://www.parliament.uk/about/faqs/house-of-commons-faqs/business-faq-page/recess-dates/
https://questions-statements.parliament.uk/written-questions/detail/2021-03-19/hl14416
https://questions-statements.parliament.uk/written-questions/detail/2021-03-19/hl14416
https://hansard.parliament.uk/lords/2020-12-08/debates/9BACB1C8-61AC-4974-9DAA-D34C7B69CC44/HeatAndBuildingStrategy
https://questions-statements.parliament.uk/written-questions/detail/2021-03-24/hl14595
https://committees.parliament.uk/committee/62/environmental-audit-committee/news/153640/mps-urge-government-to-seize-tidal-power-potential/
https://us02web.zoom.us/rec/share/0xqfG4bomSZ2ZJIqgR0bVDmoSDjhfIYk04PgbKneVjaHstmj_1muEePuUMlnv6zB.RDUqcnkfLVZGAtWA?startTime=1617200007000
https://www.parliament.scot/bills-and-laws/bills/heat-networks-scotland-bill
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Industrial Strategy to transition into plan for growth 

The government’s Industrial Strategy is to transition into a plan for growth and related strategies, including on 
net zero. Chancellor Rishi Sunak and Business Secretary Kwasi Kwarteng announced the news in an open 
letter to businesses published on 30 March.  

The Chancellor and Business Secretary said the plan for growth will build on the “best” of the 2017 Industrial 
Strategy. The three priority objectives of the plan for growth will be: to unit and level up the country, the net 
zero transition and delivering the 10 Point Plan; and the vision for global Britain. Over the next 12 months, the 
government will publish an Innovation Strategy, as well as strategies for net zero, hydrogen and space. 

The government will also “develop a vision for high-growth sectors and technologies, boost productivity 
across the UK and enable our transition to net zero”. 

 

New figures show increase in new energy efficient homes 

The majority of new homes in England are in the most energy efficient bands, according to recent figures 
published by the government. Released on 6 April, the statistics show that in the last quarter, 84% of new 
homes across the country were given an energy rating of A (2%) or B (82%), compared to 79% in the 
previous quarter.  

For existing dwellings in England, just over 3% are EPC A (<0.1%) or B (3%), with C (37%) and D (43%) 
making up the majority of England’s housing stock. 

Housing Secretary Rt Hon Robert Jenrick MP said: “Building back greener and delivering quality energy 
efficient homes is a priority for this government and these figures highlight our commitment to helping keep 
household bills low for people, while looking towards a more sustainable future.” 

 

ES Catapult calls for “big bang” moment for energy market 

Energy Systems (ES) Catapult has called for electricity market reform to provide a “big bang” moment for the 
energy sector akin to finance in the 1980s. The proposals were published in a new report on 31 March, in 
which ES Catapult said that the current system of government-led contracting for the mass rollout of low 
carbon electricity “risks stifling the potential of new digital and smart technologies”, possibly making the 
transition to net zero more difficult.  

It is calling a “big bang moment” to enable innovators to create new low carbon products and services to 
enable decarbonisation of the grid by 2035. It has also called for reformed energy markets with more 
accurate, real-time pricing and a new decarbonisation obligation, which would require sellers of electricity to 
source ever more low carbon energy. 

We will consider this report in more detail in next week’s Energy Perspective.  

 

Deben: do not use international carbon credits for Fourth Carbon Budget 

The Chair of the Climate Change Committee (CCC), Lord Deben, has written to Business Secretary Kwasi 
Kwarteng to advise him on the use of international emissions credits and the carry forward mechanic in the 
UK’s carbon budget framework.  

In the letter, published on 26 March, Lord Deben said the use of international carbon credits in place of 
domestic action for the Fourth Carbon Budget “poses several risks” including that the use of credits would 
detract from UK international climate leadership and reduce clarity on the steps required in the UK to meet net 
zero. Lord Deben warned: 

• Substituting domestic effort with purchased emissions reductions from outside the UK could make it more 
difficult to achieve the necessary domestic transitions needed to reach net zero by 2050. 

• Use of credits could impair the clarity of the sectoral actions required to meet the budget by suggesting 
misleading flexibility in the need to deliver emissions reductions. This weakened signal could make it harder 
to deliver low-carbon investment in the UK. 

https://www.gov.uk/government/publications/letter-from-chancellor-rishi-sunak-and-business-secretary-kwasi-kwarteng-to-businesses-on-the-governments-plan-for-growth/letter-from-chancellor-rishi-sunak-and-business-secretary-kwasi-kwarteng-to-businesses-on-the-governments-plan-for-growth
https://www.gov.uk/government/news/new-figures-show-increase-in-energy-efficient-homes?utm_medium=email&utm_campaign=govuk-notifications&utm_source=ea4c6b92-9c06-428b-9b21-c5202c9dcf9d&utm_content=immediately
https://es.catapult.org.uk/news/rethinking-electricity-markets/
https://www.theccc.org.uk/publication/letter-advice-on-the-use-of-international-emissions-credits-to-rt-hon-kwasi-kwarteng-mp/
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The CCC would support the purchase of international carbon credits as an additional lever to support climate 
mitigation action internationally, Lord Deben said. 

Lord Deben also said that any carry forward of outperformance in previous carbon budgets to help meet 
future carbon budgets would lead to worse climate outcomes and would jeopardise the success of the future 
carbon budgets. Lord Deben said: “Carrying forward outperformance to subsequent budget periods would 
allow an increased level of emissions in that later period and would be contrary to the principle of ‘highest 
possible ambition’ under the Paris Agreement”. 

 

CCC: fracking moratorium should not end without independent review 

The Climate Change Committee (CCC) wrote to the government recommending that the current moratorium 
on fracking in the UK not be lifted without an in-depth independent review of the evidence on the climate 
impact.  

In the letter, published on 31 March, CCC Chair Lord Deben said the review: 

• Should be carried out in the context of the government’s net zero strategy. 

• Would need to undertake a proper assessment of the lifecycle emissions of UK unconventional fossil fuel 
production and alternative sources of supply. 

• Should take into account progress in deployment and costs of zero carbon (e.g. renewable) hydrogen and 
carbon capture and storage (CCS), as well as the carbon capture rate of CCS. 

• Should consider the implications of fracking for the public’s acceptance of the energy transition on the path 
to net zero, and the risk of lock-in to fossil fuel infrastructure. 

 

SNP sets out net zero ambitions 

Scotland’s First Minister Nicola Sturgeon has confirmed plans to introduce a raft of policies to aimed at 
helping Scotland achieve net zero if the SNP is re-elected. Published on Friday 9 April, key pledges include a 
target to reduce the use of cars, measured as ‘car kilometres’ by 20% by 2030, a £120mn investment in zero 
emission buses and work to decarbonise Scotland’s railways by 2035.  

The party will also look to decarbonise the heating of 1mn homes by 2030, ensure all new homes delivered by 
registered social landlords and local authorities will be zero emission by 2026 and to double Scotland’s 
Climate Justice Fund to £24mn over four years. The party will also look to develop the potential of Scotland’s 
hydrogen sector, including a target of 5GW hydrogen production capacity by 2030 and exploring the use of 
hydrogen trains. 

Additionally, Energy UK and the Scottish energy industry have published their own manifesto ahead of the 
Holyrood parliamentary elections on 6 May, setting out key principles and policy recommendations for the 
next government in Scotland.  

Published on 24 March, the manifesto puts forth principles and policy recommendations across several areas, 
such as supporting customers, decarbonising heat and transport and improving the environment.  

Commenting on the manifesto, Energy UK Chief Executive, Emma Pinchbeck called on the transition to net 
zero in Scotland “needs to be backed up by a clear plan, policy framework and set of principles”, and urged 
the next Scottish government to commit to “supporting and keeping the GB wide energy market, which keeps 
bills down for customers, and supports a wider approach to tackling climate change across the UK. “ 

Key recommendations include the introduction of a net zero test across all new government policy to ensure it 
aligns with the 2045 target, as well as appointing a Cabinet Secretary with overall accountability for energy 
and net zero policy delivery in Scotland. The manifesto calls for the continued support of the Energy Efficient 
Scotland programme, ensuring that its 2040 vision is achieved and to accelerate progress on energy 
efficiency. A “bold” Hydrogen Action Plan, demonstrating the role that hydrogen can play in dealing with hard 
to decarbonise areas, should be published, the groups said. 

 

https://www.theccc.org.uk/publication/letter-advice-to-the-uk-government-on-compatibility-of-onshore-petroleum-with-uk-carbon-budgets/
https://www.snp.org/scotland-must-continue-to-lead-the-world-on-climate-change/
https://www.energy-uk.org.uk/publication.html?task=file.download&id=7845
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Regulation 
CMA dismisses appeal 
against Ofgem’s decision on 
generator residual reforms 

 
Tom Faulkner, t.faulkner@cornwall-insight.com 

On 30 March the Competition and Markets Authority (CMA) issued its decision to dismiss an appeal 
brought by SSE against Ofgem’s decision to approve a code modification setting the Transmission 
Generator Residual (TGR) to zero. The outcome means the decision will stand and transmission 
network use of system (TNUoS) charges for 2021-22 will remain as originally published.  

CMP317/327 Removing Generator Residual and Excluding Assets Required for Connection was approved by 
Ofgem on 17 December 2020 and implements part of the regulator’s decision on the Targeted Charging 
Review (TCR) to set the TGR to £0. By setting the TGR to £0, an additional adjustment – the connection 
exclusion – is needed to ensure users are compliant with the range permitted for average annual transmission 
charges paid by producers under retained EU regulation. The range in GB is set at €0-2.50/MWh. Although 
there were 83 workgroup alternative CUSC modifications, in its decision Ofgem said that it did not consider 
any of the solutions correctly interpreted the EU regulation and did not regard any of them as a long-term 
solution. It did approve the original solution raised by National Grid ESO but directed that a further 
modification proposal to address this be brought forward to be implemented before 1 April 2022. 

Following Ofgem’s decision, SSE Generation sought to appeal the modification to the CMA after it considered 
Ofgem made “fundamental errors” in its decision and that its construction of the connection exclusion was 
wrong in law. In its decision, the CMA said that in regard to the points raised by SSE in the appeal, Ofgem 
was not wrong to have approved the changes. While Ofgem conceded that the approved solution did not 
contain the correct definition of connection exclusion, the changes made a breach of the law in 2021-22 much 
less likely and further changes were expected to take effect by 1 April 2022. One of the grounds of appeal 
was that Ofgem’s approval of the original proposal resulted in disproportionate and discriminatory charges 
being levied on generators. The CMA noted that the differential between the approach taken in the original 
proposal and SSE’s favoured approach was accepted to be around £3mn against a total TNUoS charges of 
£813mn. It said that this difference of less than 0.4% is considered to be ‘de minimis’. 

SSE also appealed that Ofgem’s decision is vitiated by breaches of public law principles in approving a 
proposal that defined connection exclusion wrongly. The CMA’s response stated that the primary, relevant 
obligation imposed by the EU regulation is that annual average transmission charges must fall within the €0-
2.50/MWh range; any error in the domestic charging calculation does not necessarily mean that there has 
been a breach of EU law. It did not therefore consider approving a modification with a wrong definition 
rendered the decision automatically unlawful. In addition, the CMA said that it was unrealistic for Ofgem to 
trigger a send-back or propose its own solution and it be in place in time for the 2021-22 charging year. This 
would have likely led to the status quo remaining in place for the 2021-22 charging year, under which there 
was a serious and imminent risk of breach of the lower end of the €0-2.50/MWh range.  

Another of SSE’s grounds for appeal was that Ofgem should have approved a modification which tended the 
connection exclusion to zero rather than being within the permitted range. The CMA’s assessment is that the 
EU regulation sets a permitted range within which GB generator transmission charges must fall. It does not 
set a target for these charges and the setting of a target is not required to achieve compliance with the range. 
Therefore, Ofgem was not wrong to set charges within this permitted range as far as the EU legislation was 
concerned and in not setting a target towards zero, it did not fail to have proper regard or give appropriate 
weight to the objectives of that legislation.  

 

 The CMA did what it was designed to do in reaching a conclusion in a quick and efficient 
manner. Wider issues surrounding code governance are likely to be highlighted in BEIS/Ofgem’s 
ongoing review of code governance, but by providing the regulator with 83 WACMs the workgroup 
did not present Ofgem with a solution, rather a problem that had no immediate solution. 

mailto:t.faulkner@cornwall-insight.com
https://www.gov.uk/cma-cases/sse-code-modifications-appeal
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Regulation 
Ofgem proposes Strategic 
Innovation Fund challenges 
 

 

Josephine Lord j.lord@cornwall-insight.com

Ofgem has set out its thinking on the possible innovation challenges for Round 1 of the Strategic 
Innovation Fund (SIF). 

The SIF will make at least £450mn available over the RIIO-2 price control for strategically important network 
innovation projects. Projects need to fulfil a range of criteria, including having the potential to deliver a real net 
benefit to consumers, being focused on network innovation and related areas, and they must include 
appropriate third-party involvement. For Round 1, projects must be led by an electricity or gas transmission 
network, a gas distribution network or the ESO. 

On 23 March Ofgem issued slides setting out its emerging thinking for the Innovation Challenges to be 
addressed by the SIF and alongside a draft of its Innovation Narrative 2021-25 that sets out its wider 
ambitions for innovation within the energy sector. The Innovation Challenges will be issued in the summer and 
comprise: the innovation challenge themes that spell out a problem for innovation projects to address; 
eligibility requirements; and the “areas of interest” which indicate where Ofgem sees a need for network 
innovation. It is still considering whether projects that fall within the challenge themes but outside the areas of 
interest will be eligible for funding under SIF Round 1. Four themes have been identified:  

• Network innovation to support strategic decisions around the future of heat and to enable the deployment 
of proven low carbon heating technologies at lowest cost. The potential area of interest is “understanding 
and managing the network effect of large-scale electrified heat deployment via smart approaches”. 

• Network innovation to enable accelerated deployment of zero emissions transport solutions. Potential 
areas of interest include maximising the opportunities electric vehicles (EVs) create to deliver a smarter 
energy system, taking advantage of opportunities for full-chain flexibility, ensuring the system/network 
operators are prepared for EV uptake, and managing effective integration of electric super charging hubs. 

• Data and digitalisation innovation for gas and electricity networks to support heat, transport and whole 
system challenges towards achieving net zero. Potential areas of interest include joining data across 
sectors for new energy system service improvements/cross-sector public benefits and improving domestic 
consumers’ engagement to assist energy networks. 

• Whole system innovation to support the net zero 
transition, where potential areas of interest include 
the network aspects of: enabling integrated 
network planning and operation across the whole 
system; enabling connected equipment/assets (of 
producers, consumers and service providers) to 
interact with and support the energy system; 
enabling technology for integrated offshore 
transmission networks; and reducing greenhouse 
gas emissions from network operations. 

Ofgem is considering using a three-stage approach in 
its proposed timetable (see Figure 1): A Discovery phase for feasibility studies over six to 12 weeks to 
enhance understanding of the problem to be solved; an Alpha or experimental development phase over 10-20 
weeks for trying out different solutions to the problems identified in the Discovery phase; and a Beta phase to 
deploy the solution in a real life environment. Responses are requested by 13 April. 

 

 Compared to the Network Innovation Competition it is replacing, which funded ideas formed 
by networks, the Strategic Innovation Fund is more focused and directed, taking a solutions-based 
and top-down approach, with Ofgem remaining involved post funding decisions.  

Figure 1 Proposed Round 1 SIF timetable 

 
Source: Ofgem 

mailto:j.lord@cornwall-insight.com
https://www.ofgem.gov.uk/publications-and-updates/riio-2-strategic-innovation-fund-possible-innovation-challenges-round-1
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Ofgem issues final guidance on the FRP following SLR reforms 

The regulator has issued the final guidance document for the Financial Responsibility Principle (FRP), which 
was introduced on 22 January. The FRP is one of several outcomes of Ofgem’s supplier licensing review, 
which launched in June 2018.  

The FRP is set out in Standard Licence Condition (SLC) 4B of the electricity and gas supply licences. SLC 4B 
requires suppliers to take actions to minimise costs that could be mutualised in the event of failure. Published 
on 22 March, the guidance document provides information to support suppliers in identifying appropriate 
actions to take in meeting these obligations. 

The draft guidance document consulted on in November 2020 has been amended to reflect comments 
received, including clarifications on the scope of the principle. For example, Ofgem confirmed that it would 
expect a financially responsible supplier to ensure it is managing all its costs sensibly, irrespective of whether 
they may be mutualised or within the definition of the principle. Ofgem also responded to suggestions on the 
implementation, monitoring and enforcement of the principle and noted that it would be considering the 
interactions between the FRP and the proposals on credit balance cost mutualisation protections which are 
currently subject to consultation until 12 May. 

 

Ofgem minded to delay Transmission Demand Residual changes to 2023 

In an open letter on 1 April Ofgem said it is minded to delay by a year to April 2023 implementation of the 
CUSC proposal that will see the allocation of the residual element of transmission network use of system 
(TNUoS) charges to demand users only.  

The proposal, CMP343 Transmission Demand Residual Bandings and Allocation, sets out the proposed 
methodology for the transmission demand residual charge to be applied to “final demand” on a “site” basis, as 
well as how to treat negative locational charges and how any charging bands will be applied. It was raised by 
National Grid Electricity System Operator following Ofgem’s Targeted Charging Review (TCR) as one of 
several CUSC proposals to implement the regulator’s decision. Ofgem will issue a minded-to consultation and 
impact assessment on CMP343 following the UK parliamentary and local elections on 6 May, to comply with 
the requirements of Cabinet Office pre-election guidelines.  

Setting out the reasons for its position, Ofgem said it recognised that some of the options presented in the 
modification would result in significantly different charges to those on which it earlier consulted. It also 
received evidence that some users will need more time to adjust physical arrangements to adapt to the new 
charges, including to take advantage of other energy revenue streams, such as the Capacity Market, as 
Ofgem modelled as part of the TCR. Ofgem said that it will shortly issue a decision on another CUSC 
proposal with it for determination, CMP280, which would remove the transmission demand residual charge 
from imports for electricity storage facilities.  

 

Consultation issued on baselining methodology for balancing services  

The report phase consultation for P376 Utilising a Baselining Methodology to Set Physical Notifications for 
Settlement of Applicable Balancing Services was issued on 25 March. The proposal aims to allow the Final 
Physical Notifications (FPNs) that feed into settlement calculations to be created via a baselining 
methodology.  

Under the Grid Code, Physical Notifications (PN) are submitted to the Electricity System Operator (ESO) 
ahead of gate closure to provide a best estimate of expected input or output from a Balancing Mechanism 
Unit (BMU). At gate closure the most recent PN is used to determine the FPN, which acts as a baseline in 
settlement against which the delivery of any balancing services instructed by the ESO are assessed.  

The submission of accurate FPNs can be difficult for Virtual Lead Parties (VLPs) where the asset they control 
shares a network connection with other assets whose output is outside of its control. Inaccurate FPNs can 
result in balancing service providers (BSPs) not being paid fully for delivery and instead incurring non-delivery 
charges, even if they had responded as requested.  

The proposed baselining methodology aims to address this by using recent historic data to provide an 
estimate of the energy flows expected at a boundary point under normal circumstances. VLPs with secondary 
BMUs, or suppliers with additional BMUs, would be able to replace the FPN with a new “Settlement Expected 

https://www.ofgem.gov.uk/publications-and-updates/supply-licensing-review-final-guidance-financial-responsibility-principle
https://www.ofgem.gov.uk/publications-and-updates/open-letter-timing-cmp343
https://www.elexon.co.uk/mod-proposal/p376/
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Volume” calculated using the baselining methodology. This aims to ensure that BSPs are more accurately 
compensated for the delivery of flexibility volumes. The change also intends to remove a barrier to balancing 
mechanism participation, so that more types of party can provide balancing services to the ESO. PNs would 
still need to be submitted to the ESO for dispatch purposes, with P376 only looking to change the source of 
data used in settlement calculations. 

Responses are requested until 25 April and will be considered at the BSC Panel meeting on 14 May 2021.  

 

Final DCC Operational Performance Regime Guidance published  

On 25 March, Ofgem issued the final guidance for the DCC’s revised Operational Performance Regime 

(OPR) alongside the direction to implement its decisions on the OPR. The regime aims to optimise the 

financial incentives placed on the DCC to drive efficient performance. Having reviewed the responses from its 

January 2021 consultation on the draft OPR, the regulator has maintained its position on three new financial 

incentives proposals, which cover system performance, customer engagement and contract management.  

The DCC’s system performance will be assessed under three measures: service availability, prepayment and 

install and commission; with poor performance penalised under a new penalty mechanism. Ofgem has 

confirmed that it will set the Minimum Performance Level (MPL) and Target Performance Level (TPL) as 

equal to the Minimum Service Level and Target Service Level as set out in the Smart Energy Code.  

The regulator will implement the customer engagement incentive as originally proposed. This will be assessed 

based on qualitative submissions from both the DCC and SEC Panel covering timing and frequency of 

engagement; quality of information provided; and incorporation of customer views. The DCC’s contract 

management will also be financially incentivised under the OPR and its performance in this area will be 

assessed by an independent auditor using the National Audit Office Framework. Ofgem noted that for the 

contract management incentive a further three weeks have been added to the procurement timeline in the first 

year.  

Having proposed transitional arrangements for the OPR, Ofgem confirmed there will be a 12-month grace 

period for the system performance incentive in 2021-22 before the regime comes into full effect in 2022-23 

with a trial run of the customer engagement and contract management incentives introduced for the 2020-21 

regulatory year. 

 

Call for evidence issued on ESO’s performance during 2020-21  

Ofgem issued a call for evidence on 1 April on the performance of the Electricity System Operator (ESO) from 

1 April 2020 to 1 March 2021. Evidence will feed into the assessment of the ESO under its regulatory and 

incentives framework, which is designed to encourage the ESO to maximise consumer benefits across its 

current and future activities.    

At the mid-year review last November, the Panel praised the ESO for its response to COVID-19 and 

continued maintenance of system security but was concerned by the significant increases observed in 

balancing costs. It has recommended that the ESO refocus on delivering all commitments in a timely manner 

and deliver the highest value deliverables by the end of 2020-21.  

The Panel will meet again in June for the end of year review in which it will consider all the evidence 

submitted and use it to score the ESO’s performance for each of its three roles. Ofgem will consider the 

Panel’s recommendation when making its decision to financially reward or penalise the ESO to a maximum 

cap and floor of +/- £30mn.  

Responses are requested by 3 May, but if this is not possible Ofgem will endeavour to consider evidence 

received by the end of May, with a final decision anticipated by July. Ofgem is planning to host an online video 

conference on 8 June where the ESO will be able share evidence and views on its performance throughout 

2020-21.     

 

https://www.ofgem.gov.uk/publications-and-updates/decision-opr-guidance-march-2021
https://www.ofgem.gov.uk/publications-and-updates/call-evidence-eso-performance-over-2020-21-regulatory-period
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Industry 

Structure 

ESO Summer Outlook: 
electricity demand to be 
met in all scenarios 
 

 

Nick Palmer, n.palmer@cornwall-insight.com 

National Grid Electricity System Operator’s (ESO) Summer Outlook 2021 predicts higher demand at 
both minimum and peak levels compared with last summer, but lower than summer 2019. GB will be 
able to meet demand and the ESO’s reserve requirements at all times throughout summer 2021 under 
all interconnector scenarios. 

Published on 8 April, the Summer Outlook shows minimum demand 
could go as low as 14.7GW under one-in-ten year weather 
conditions and assuming higher COVID-19 impacts. Figure 1 shows 
the high summer peak demand, summer minimum demand and 
daytime minimum demand. Minimum demand is predicted to occur 
overnight rather than in the afternoon (when embedded solar output 
is highest). 

The ESO does not expect this summer to be as operationally 
challenging as spring and summer 2020, with necessary tools in 
place to enable reliable system operation. One such tool is the 
Optional Downward Flexibility Management (OFDM) service, 
introduced in summer 2020 to manage the exceptionally low 
demand. The ESO is not forecasting that this service will be needed 
this summer. 

On the possible COVID-19 impacts, the ESO sets out two 
sensitivities. 

The high impact sensitivity is one in which the UK re-enters a 
lockdown similar to the one which began after Christmas. In this sensitivity, the one-in-ten year weather risk 
drives transmission system demands as low as 14.7GW. 

In the low impact sensitivity, after 21 June, demand returns to the level predicted in the pre-COVID period, 
with no subsequent economic impacts from COVID-19 disruption. The ESO considers this sensitivity “unlikely” 
but has included it to give an upper bound for the maximum demand. In this sensitivity, the maximum credible 
transmission system demand using the ESO’s one-in-ten year weather risk over the period April to October 
during BST is 41.7GW. The maximum demand in high summer (June to August) is 32.2GW. 

Ultimately, the outlook does not expect to see more demand suppression than the current level of 5-7% this 
summer, even if the UK does go back into another lockdown, as industry and businesses have adapted to 
work within lockdown restrictions. 

Concerning supply, the ESO expects the minimum available generation to be 38.4GW in the week 
commencing 14 June (no continental interconnector flow scenario). Maximum demand in this week is 
expected to be up to 32.1GW under its central demand scenario.  

Additionally, National Grid Gas (NGG) published its Gas Summer Outlook Report on 8 April, outlining its view 
of the UK gas system for the summer ahead (April – September). The report reveals that NGG expects there 
to be sufficient gas supply available to meet energy demands for the period and has the right tools and 
services to manage operability safely and efficiently. COVID-19 lockdown control measures in 2021 will also 
not affect the safe and secure operation of the transmission system. 

 

 For electricity, the central theme for summer appears to be return to some semblance of 
normality for demand, with COVID-19 having a less material impact. System conditions are set to 
be more comparable with summer 2019 but some lingering impacts of COVID-19 remain. 

Year Summer 
minimum  

(GW) 

Daytime 
minimum  

(GW) 

High 
summer 
peak  

(GW) 

2018 17.7 20.5 34.0 

2019 17.5 20.4 32.9 

2020 16.2 17.6 31.5 

2021 
(central 
forecast) 

17.2 20.1 32.0 

Source: National Grid ESO 

Figure 1: Forecast and historic summer peak 
and minimum transmission system demands 

mailto:n.palmer@cornwall-insight.com
https://www.nationalgrideso.com/document/189741/download
https://www.nationalgrid.com/uk/gas-transmission/document/135206/download
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Industry 

Structure 

UK carbon emissions were 
down 10% in 2020 

 
 

Nick Palmer, n.palmer@cornwall-insight.com 

BEIS published its provisional 2020 UK greenhouse gas emissions figures on 25 March, showing the 
significant impact of COVID-19 and the resulting lockdowns in the UK on carbon emissions last year. Carbon 
emissions in the UK are provisionally estimated to have fallen by 10.7% in 2020 from 2019, to 326.1Mt, and 
total greenhouse gas emissions by 8.9% to 414.1mn tonnes carbon dioxide equivalent (MtCO2e). This is the 
largest proportional fall in UK greenhouse gas emissions in a single year since this data series began in 1990, 
larger than the 8.6% fall seen in 2009 during the recession. 

Emissions dropped 
particularly during 
Q220, from April to 
June, when carbon 
emissions fell 24.6% 
from the same point 
the year before (see 
Figure 1). This was 
the period that 
followed the 23 
March nationwide 
lockdown, when 
transport emissions 
dropped 43.9%. 

The large overall fall 
in 2020 was, BEIS 
said, primarily due to 
the large reduction in 
the use of road 

transport and the reduction in business activity. Carbon emissions from transport fell 19.6% in 2020, 
accounting for over half of the overall fall from 2019 and the business sector saw carbon emissions fall by 
8.7%. Conversely, carbon emissions from the residential sector increased by 1.8% as more people stayed at 
home. BEIS noted that these emissions are predominantly from the use of fuels for heating and cooking, but 
do not include emissions associated with electricity use as these are included in the energy supply sector. 
Carbon emissions from the energy supply sector fell by 11.9% following lower demand during the pandemic 
and the continued reduction in fossil fuel use in power stations. 

Additionally, BEIS published statistics on 25 March showing that renewable electricity generation 
outperformed fossil fuels for the first year ever in 2020, at 42.9% and 38.5% respectively. Onshore and 
offshore wind provided more than half of the UK’s renewable power in 2020, generating 24.2% of the UK’s 
electricity demand. RenewableUK’s Deputy Chief Executive Melanie Onn said: “[Today’s] record-breaking 
figures, set despite the pandemic, show that renewables are keeping this country reliably powered up during 
the most challenging period any of us have faced for many decades.” 

 

 These statistics confirm the incredible impact that the COVID-19 lockdowns had on demand in 
2020. As National Grid Electricity System Operator’s Summer Outlook 2021 predicts, this year 
should see demand return to more normal levels. 

 

Figure 1: Percentage change in quarterly UK carbon dioxide emissions from year 
before, Q1 2009 - Q4 2020 

Source: BEIS 

mailto:j.smith@cornwall-insight.com
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/972583/2020_Provisional_emissions_statistics_report.pdf
https://www.gov.uk/government/statistics/energy-trends-section-6-renewables
https://www.renewableuk.com/news/557927/Renewable-energy-generation-outstrips-fossil-fuels-for-first-year-ever-.htm
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SSE and Equinor to develop 100% hydrogen-fueled power station 

SSE Thermal and Equinor have unveiled plans to jointly develop two low carbon power stations in the UK’s 
Humber region, including one of the UK’s first power stations with carbon capture and storage (CCS) 
technology, and “the world’s first major 100% hydrogen-fuelled” power station.  

Announced on 8 April, the two decarbonised power stations would form a ‘clean power hub’ near Scunthorpe, 
North Lincolnshire. Keadby 3 would be a 900MW power station fuelled by natural gas and fitted with CCS 
technology, and Keadby Hydrogen would have a peak demand of 1,800MW of hydrogen, generating around 
900MW of electricity. Keadby 3 would have the potential to come online by 2027. With “appropriate policy 
mechanisms in place”, Keadby Hydrogen could come online before the end of the decade. 

Grete Tveit, Senior Vice President for Low Carbon Solutions at Equinor, said: “[The projects] are a further 
step in Equinor’s ambitions for the Humber, following on from our H2H Saltend project that will start producing 
low-carbon hydrogen at scale by the mid-2020s. We believe these technologies are vital for heavy industry, 
flexible power and other hard-to-abate sectors to achieve net zero emissions, while also ensuring a just 
transition for industrial communities.” 

The Keadby 3 and Keadby Hydrogen projects are both in the development stage. SSE said that final 
investment decisions will “depend on the progress of policy frameworks”. 

 

OVO Energy and Ørsted sign PPA for 100% green power 

OVO Energy has entered into a power purchase agreement with Ørsted to acquire 100% of the power from 
the 90MW capacity Barrow offshore windfarm.  

Announced on 8 April, by the end of 2021, OVO Energy is aiming to increase the amount of renewable 
electricity backed by UK renewable electricity generation to almost 40%.     

Ben Blake, CEO of OVO Energy, said: “We’re proud to work with Ørsted on a major power purchase 
agreement. In the future, we’re committed to exploring how we can source more energy from renewable 
generation here in the UK, supporting the industry and helping to drive down costs.” 

 

Igloo Energy reports higher revenue and increased operating loss 

Igloo Energy Supply Limited published its Annual Report and Financial Statements for the year ended 31 
March 2020, reporting revenue at £70.0mn (2019: £22.3mn) and an operating loss of £6.3mn, compared to an 
operating loss of £2.9mn in 2019.  

In the 30 March publication, it reported a 230% growth in customers to 89,000. Its employee base grew from 
29 in 2019 to 68 in 2020. The company has continued to invest heavily in its proprietary energy efficiency 
technology platform during the year. Igloo Energy’s gross profit margin increased from 4.7% to 9.5% in 2020, 
driven by management’s tariff and pricing strategy alongside a reduction in wholesale prices. 

Looking forward, the directors are “confident that the company is well positioned to grow the customer base, 
increase turnover and achieve profitability in the future in line with the company’s five-year strategic business 
plan”. 

 

Gordonbush Extension windfarm starts generating power  

Announced on 9 April, Gordonbush Extension windfarm is generating first power just weeks after the delivery 
of the 11 Siemens Gamesa wind turbines to site was completed. Situated 10km north east of Brora in 
Sutherland in the Scottish Highlands, the first four turbines started turning this week and generating power. 
When fully complete Gordonbush Extension, which is being constructed by SSE Renewables, will generate 
38MW of wind-powered electricity, enough to power 46,000 UK homes each year.  

The project is located beside SSE Renewables’ 71.75MW operational Gordonbush windfarm, which was first 
commissioned in 2012. This new development is the first to be built by SSE Renewables on a merchant basis, 
which means no subsidies or Contracts for Difference support were used to finance the project. Gordonbush 
Extension is scheduled to be fully operational in mid-2021 and has an expected life span of 25 years. 

https://www.sse.com/news-and-views/2021/04/plans-for-first-of-a-kind-hydrogen-and-ccs-projects/
https://www.ovoenergy.com/ovo-newsroom/press-releases/2021/april/ovo-energy-and-orsted-sign-major-power-purchase-agreement.html
https://find-and-update.company-information.service.gov.uk/company/09812716/filing-history
https://www.sse.com/news-and-views/2021/04/turbines-are-go-gordonbush-extension-wind-farm-generates-first-power/
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Good Energy appoints new CEO 

Nigel Pocklington, former Chief Commercial Officer of Moneysupermarket Group plc, will succeed Juliet 
Davenport as CEO at Good Energy. Previously confirmed in February, Davenport wished to step down once a 
suitable successor had been identified. Announced on 7 April, Pocklington will take up the CEO post on 1 
May.  

Davenport will remain on the Good Energy Group board, stepping down as CEO and taking up the role of 
Non-Executive Director of Good Energy, while remaining Chair of subsidiary Zap-Map. Juliet will continue in 
her role as CEO until Nigel’s appointment on 1 May 2021. 

Pocklington said: “Good Energy is a strong business at the forefront of the transition in the energy market and 
the UK’s push to net zero. I look forward to leading the business on the next stage of this exciting journey”. 

 

New global platform furthers ambitions for net zero transport 

Announced on 8 April, international non-profit the Climate Group announced the launch of a new global 
platform, RouteZero, calling for ambitious commitments to zero emission vehicle adoption ahead of COP26.  

Led by the Climate Group and UN High Level Climate Champions, alongside partner organisations, 
RouteZero will aim to engage businesses, cities, states, regions, investors and individuals in the shift toward 
emissions-free road transportation. Commitments made under RouteZero will also align with goals of 
achieving 100% zero-emission new vehicle sales in leading markets as soon as possible, and no later 
than: 2030 for buses, 2035 for cars and vans and 2040 for heavy goods vehicles. 

COP26 President Alok Sharma said: “We will not win the race to zero if we do not accelerate the shift to clean 
road transport. RouteZero will showcase the highest levels of ambition to drive momentum on the road to 
COP26, bringing together commitments and evidence of action to send a clear message that zero emission 
vehicles are the future.” 

 

BEVs and PHEVs make up 13.9% of UK market share in March 

The latest statistics from the Society of Motor Manufacturers and Traders (SMMT) show that plug-in hybrid 
electric vehicles (PHEVs) and battery electric vehicles (BEVs) made up a combined 13.9% of market share in 
March 2021, up from 7.3% in March 2020. Published on 6 April, the statistics show that registrations of BEVs 
increased by 88.2% to 22,003 units, while PHEVs rose by 152.2% to 17,330. 

Mike Hawes, SMMT Chief Executive, said: “New plug-in models are already helping drive a recovery but to 
convince more retail consumers to make the switch, they must be assured these new technologies will be 
convenient for their driving needs and that means, above all, that the charging infrastructure is there where 
they need it, and when they need it.” 

 

https://group.goodenergy.co.uk/reporting-and-news-centre/press-release-news/press-release-details/2021/Good-Energy-announces-appointment-of-new-CEO/default.aspx
https://www.theclimategroup.org/our-work/news/routezero-global-platform-launches-raise-ambition-zero-emission-vehicles-ahead-cop26
https://www.smmt.co.uk/2021/04/the-only-way-is-up-for-new-car-registrations-as-showrooms-look-to-reopen/
https://www.cornwall-insight.com/training/gb-courses/subsidy-free-renewables-commercialisation
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Nutwood 
Octopus Energy: heating 
goes electric 

 
 

Rebecca Dibb-Simkin  

Rebecca Dibb-Simkin, Global Director Product & Marketing at Octopus Energy, considers the 
challenges for decarbonising the UK’s heat and the role of heat pumps. 

A couple weeks ago, Volkswagen made every electric vehicle (EV) driver’s heart jump for joy when it 
announced that it’s changing its name in the US to ‘Voltswagen’. But while it was just an April Fool’s release, 
the news did strike a chord. Road transport has changed tremendously from only a few years ago, when EVs 
were, quite frankly, a bit of an actual joke. We just might be moving to a clean transport system after all. 

Now, what does that have to do with the way we heat our homes? Everything – it just so happens. As 
competitors around the world race to top the EV market, even the incumbents have now changed tack – 
everybody agrees that carbon-intensive gas and diesel-fueled cars should be consigned to the dustbin of 
history. Tomorrow’s transport will be electric and tomorrow’s heating will be as well. In the early 2000s, wise 
policy decisions kickstarted a green rush. Since then, we’ve seen solar farms and wind turbines sprouting 
across the country and the price of green energy plummeted year after year. 

But as the world scrambles to clean up transport and electricity generation, heating has gone largely 
untouched. In the UK alone, residential heating now accounts for almost a fifth of CO2 emissions, with 85% of 
homes still relying on gas boilers. The good news is that entrepreneurial spirit and supportive policy 
frameworks are well placed to drive the adoption of heat pumps just as they’ve driven the rise of the EV.  

An air-source heat pump works a bit like a reverse fridge, using electricity to transfer heat from the air outside 
and bring it into our homes, and they’re remarkably good at it. For every unit of electricity these pumps 
consume, they can produce four units of heat. By contrast, a gas boiler delivers only 0.9 units of heat for each 
unit of electricity. In other words, a heat pump can be up to four times more efficient than a gas boiler.  

Sounds great, right? The problem is that heat pumps are still far too expensive in the UK, which prevents 
consumers from choosing them over their fossil-fuel-gobbling rivals. Purchasing and installing an air-source 
heat pump can in fact cost between £8,000 and £15,000. Not exactly a bargain given that a new gas boiler 
costs between £1,400 and £3,500 (including installation).  

So, what can we do to fix this? In order to put heat pumps on par with gas boilers, we need to make 
adjustments in three areas: manufacturing, installation and electricity pricing.  

First, we decrease the costs for manufacturing heat pumps by scaling up production. The basic technology for 
heat pumps has been around for two centuries. A heat pump is essentially a fan, a refrigeration circuit and a 
few pipes with heat-transfer fluid. It’s ideal for mass production, and at Octopus Energy we’re confident that 
as soon heat pumps are manufactured in volume, prices per unit will plummet. 

Next, let’s look at the installer base. Today, fewer than 2,000 engineers install about 27,000 heat pumps 
across the country per year. Compared to the 100,000 engineers who install roughly 1.5mn gas boilers, that’s 
a tiny fraction of the overall installer base and a whole world away from the numbers needed to meet the UK’s 
annual target (600,000 heat pump installations by 2028). Octopus Energy is investing in upskilling engineers, 
and as others begin to follow suit, we expect to see installation costs competing with gas boilers. 

The final area we need to address is the UK’s frankly bonkers approach to electricity pricing. Today, UK 
households pay more for electricity than for gas because when compared to gas, electricity still carries 10 
times as much carbon tax – even if it is renewable. If those taxes are moved to gas, we’ll unleash bargain 
green electricity, and heat pumps will become cheaper to run, saving households hundreds each year.  

As industry begins to scale, with standardised approaches to manufacturing and installation, the price of heat 
pumps will plummet dramatically. Once the government decides to shift carbon taxes from electricity to gas, 
we’ll arrive at a point where choosing a climate-friendly heat pump becomes a no brainer. I’m not saying it’s 
going to be easy. Decarbonising heating will require mass market investment, training and forward thinking. 
But if the rise of EVs has proven anything, it is that together businesses and politicians have the tools and the 
drive to create (and market) the products that will ensure an eco-friendly future. Heat pumps are next in line.
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OCS 
Update 

April 2021 

 

 
 

Professor Stephen Littlechild 

This research is independently provided to Cornwall Insight by Professor Stephen Littlechild and all enquiries 
should be sent to sclittlechild@tanworth.mercianet.co.uk. This will now be a regular feature in Energy 
Spectrum, every few months. 

The CMA 2016 found that many customers could save money by moving to a cheaper supplier and did not 
understand why they did not do so. It attributed this to “weak customer response” and recommended that 
Ofgem experiment with different ways to prod customers into action. 

However, there seems to be increasing evidence that customers may have reasons for remaining with their 
existing supplier. For example, some new suppliers are risky: Cornwall Insight found that four out of the 10 
cheapest suppliers later went bust or left the market. Other suppliers may not provide good quality of service. 
Yet other suppliers are new and simply unknown to most customers. For these and other reasons, simply 
prodding customers to move to lower price suppliers may not be in their interests. Indeed, it might make them 
worse off. 

Over time, the better suppliers will build reputations, and customers 
will be more likely to move to them, or indeed to stay with them 
despite apparently lower prices offered elsewhere. But how long will 
this take? Most UK supermarkets have been in business for over a 
century. Can we wait that long? 

To better familiarise customers with what seemed to be the better 
suppliers, I proposed the calculation of an Overall Customer 
Satisfaction (OCS) score. This score – expressed as a number out of 
100 – is calculated as the average of four quite different sets of 
ratings of energy suppliers: 

• A customer complaints rating based on the complaints reported 
each quarter by Ofgem, giving a 50% weighting to the number of 
complaints per 100,000 customers and 25% weightings to the 
proportions of complaints resolved within 24 hours and 3 months. 

• The rating revised each year by the Consumers’ Association 
Which? magazine. 

• The rating revised each quarter by Citizens Advice. 

• The TrustScore assigned by customers recording their views in 
real time on the consumer site Trustpilot. 

The OCS score does not measure one single aspect of performance. 
It is intended to be an indication of an energy supplier’s ability to 
provide customer satisfaction across a wide range of metrics and to 
be a good supplier according to various different criteria. 

Membership of the OCS “league” is in principle open to any supplier. 
However, to get an OCS score a supplier must be rated by all four 
constituent organisations. This is not an issue for Trustpilot, which 
reports TrustScores for all suppliers. Nor, nowadays, for Ofgem, 
which reports complaints figures for almost all suppliers (that is, for 
over 40 suppliers, although it does not generally give separate data 
for the different brands that some suppliers maintain). The latest 
Citizens Advice ratings for Q420 covered 35 suppliers. But the latest 
Which? magazine reported scores for only 22 suppliers – broadly 

Figure 1: OCS league table 

Supplier OCS Score 

1 Apr 2021 

Division 1  

outfoxthemarket 84.9 

octopus.energy 84.2 

avroenergy 82.9 

so.energy 77.5 

Division 2  

utilitywarehouse 73.1 

E 73.1 

pureplanet 72.3 

edfenergy 70.1 

Division 3  

utilitypoint 66.2 

utilita 65.6 

ovoenergy 65.3 

bulb 64.6 

britishgas 64.3 

sse 62.6 

ecotricity 62.0 

Division 4  

boostpower 59.7 

shellenergy 59.4 

scottishpower 58.7 

eon 57.2 

Source: Professor Stephen Littlechild 

mailto:sclittlechild@tanworth.mercianet.co.uk
https://www.cornwall-insight.com/publications/chart-of-the-week/chart-of-the-week/2021/solr-process-sees-largest-supplier-exit
https://www.eprg.group.cam.ac.uk/wp-content/uploads/2020/09/2027-Text_UPD.pdf
https://www.eprg.group.cam.ac.uk/wp-content/uploads/2020/09/2027-Text_UPD.pdf
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speaking, the largest suppliers most likely to show up in the customer sampling procedures used.  

This means that, in practice, larger suppliers are more likely to be in the OCS league, very new suppliers are 
unlikely to be. This is not necessarily a bad thing: it means that, in order to appear in the OCS league, a 
supplier needs to have convinced a significant number of customers to move to it – and/or to stay with it! At 
present, 19 suppliers are rated by all four organisations and therefore appear in the latest OCS league.  

I have calculated the OCS score as far back as May 2018, and approximately monthly in the last year or so. 
Figure 1 shows the OCS league as on 1 April 2021, grouping the suppliers into four Divisions using natural 
breaks. 

Figure 2 shows the evolution of the league over the last year, from March 2020 to April 2021. During that 
period 9 suppliers have fallen out of the league, plus another two not shown that were there only in the first 
month. Most of the departed suppliers, like Engie, Bristol, Robin Hood, Green Star and nPower, were taken 
over, and some like Green Network Energy and Tonik went via the Supplier of Last Resort procedure. Some, 
such as Together Energy, are still in the market, but did not have enough customers to keep a Which? rating. 
Significantly, the suppliers that had the lowest scores either improved their scores or left the market. 

What do Figures 1 and 2 show? The latest changes reflect the latest (31 March 2021) ratings from Citizens 
Advice. These are rather severe: 17 suppliers were marked lower than before, only 4 marked higher. 

During this last year, Octopus and Avro have been top of Division 1, maintaining the very highest all-round 
customer satisfaction scores, in the low 80s. But Outfoxthemarket has been steadily improving, was promoted 
from Division 2 a few months ago and has now just inched ahead of those other two suppliers. So Energy had 
previously vied for top spot but has recently fallen off the pace. 

In Division 2, Utility 
Warehouse, E and 
PurePlanet have 
exhibited 
consistently good 
performance in the 
low 70s. EDF is 
the best-
performing former 
Large supplier and 
has stayed with 
them for the last 
six months or so.  

Seven suppliers 
are clustered 
around the mid-
60s in Division 3. 
In order, they are 
Utility Point, down 
from Division 2 a 
year ago; Utilita 
and OVO Energy 
who have been in 
this Division for a 
while; Bulb 

surprisingly down from the top of Division 2 a year ago, and before that at one time top of Division 1; British 
Gas, SSE and Ecotricity, for some time in this Division. 

Finally, in Division 4 are those suppliers scoring in the upper 50s: Boost, Shell and Scottish Power, and finally 
E.On which has seen better days.  

To be in the OCS league at all indicates that a supplier has attracted or kept a significant number of 
customers, but to be around the bottom of the league indicates that other suppliers are widely perceived as 
offering greater customer satisfaction. Customers considering a new supplier might better look higher up the 
table. But will the better suppliers maintain their performance? Watch this space at the end of May, on 
publication of the latest Ofgem complaint figures. 

Figure 2: OCS score changes – December 2019 to April 2021 

30.0

40.0

50.0

60.0

70.0

80.0

90.0

01/12/2019 10/03/2020 18/06/2020 26/09/2020 04/01/2021 14/04/2021 23/07/2021

outfoxthemarket.co.uk
octopus.energy
avroenergy.co.uk
so.energy
utilitywarehouse.co.uk
e.org
purepla.net
edfenergy.com
utilitypoint.co.uk
utilita.co.uk
ovoenergy.com
bulb.co.uk
britishgas.co.uk
sse.co.uk
ecotricity.co.uk
boostpower.co.uk
shellenergy.co.uk
scottishpower.co.uk
eonenergy.com
bristol-energy.co.uk
cooperativeenergy.coop
greennetworkenergy.co.uk
mygreenstarenergy.com
npower.com
robinhoodenergy.co.uk
sparkenergy.co.uk
togetherenergy.co.uk
tonikenergy.com

Source: Professor Stephen Littlechild 
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Wholesale Market

Gas 

Day-ahead gas rose 3.5% to 52.80p/th, following 
notable reductions in temperature throughout the 
week. May 21 gas was up 0.6% at 47.63p/th, and 
June 21 gas increased 0.7% to 47.70p/th. Q321 
gas moved 1.0% higher to 46.94p/th. 

Most seasonal gas contracts boosted last week, up 
by 0.7% on average. Winter 21 gas increased 
1.4% to 55.83p/th, while summer 22 gas dropped 
0.5% to 41.28p/th. The annual October 21 gas 
rose 0.6% to 48.56p/th, 2.7% higher than the same 
time last month (47.28p/th), and 29.8% higher than 
the same time last year (37.40p/th).  

Electricity 

Day-ahead power also saw gains, rising 16.7% to 
£66.50/MWh, following the upward movement on 
the gas near curve and reductions in wind 
generation throughout the week. May 21 power 
climbed 1.0% at £57.25/MWh, and June 21 power 
increased 0.5% to £58.01/MWh. Q321 power 
moved 1.8% higher to £58.25/MWh.  

The majority of seasonal power contracts rose last 
week, up on average by 0.9%. Both winter 21 and 
summer 22 expanded 1.5% and 1.0% respectively, 
rising to £66.50/MWh and £50.60/MWh. The 
annual October 21 contract rose 1.3% to 
£58.55/MWh, which was 1.3% higher than the 
same time last month (£57.78/MWh), and 37.4% 
higher than the same time last year (£42.60/MWh).  

Oil, carbon and coal 

Brent crude oil prices fell last week, down 1.4% to 
average $63.10/bl. Brent crude prices saw more 
bearish fundamentals last week, with demand 
concerns and easing of OPEC supply cuts 
weighing on prices. Meetings held between Saudi 
Arabia and OPEC+ members also concluded a 
general easing to supply cuts into May, which had 
previously been a mechanism to combat lack of 
demand in the wake of coronavirus.  

EU ETS carbon prices rose last week, rising 4.0% 
to average €43.32/t. Prices also broke a fresh all-
time high again on 6 April at €44.19/t. Carbon 
markets continued to rise last week, despite more 
bearish fundamentals presented in wider 
commodity markets. 

Elsewhere, API 2 coal fell 0.6% to average 
$71.86/t. 

 
 
Gas forward curve (top) and seasonal contract movements 
(bottom) – prices taken 9 April 2021 

 

 
Power forward curve (top) and seasonal contract movements 
(bottom) – prices taken 9 April 2021 
 

 

 
Brent crude oil, EU ETS carbon and API 2 coal prices in 2021 
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https://www.cornwall-insight.com/training/webinar/e-mobility-and-digital-energy

