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Disclaimer

This presentation (and any information which has been or may be supplied in writing or orally in connection with it, or in co nnection with any further enquiries in 
respect of it) (the “Presentation”) may contain confidential information relating to Gazprom Marketing & Trading Retail Limit ed (“Gazprom Energy”), its affiliated 
companies and/or its and their third party customers, suppliers, contractors, representatives, agents and partners. This Pres entation may not be copied, reproduced 
or distributed without the prior consent of Gazprom Energy.  If a recipient has signed a confidentiality undertaking with Gaz prom Energy or its affiliated companies, 
this Presentation constitutes Confidential Information for the purposes of such undertaking.

The information contained in this presentation has been prepared in good faith by Gazprom Energy. However, no representation or warranty, express or implied, is 
made as to the accuracy, correctness, fitness for purpose, completeness or adequacy of any statement, estimates, opinions or other information contained in this 
Presentation. 

Except to the extent otherwise indicated, this Presentation presents information as of the date hereof. Gazprom Energy has no obligation to update any of the 
information contained in the Presentation or to correct any inaccuracies that may become apparent.

The dissemination of any part of this Presentation shall not be taken as any form of commitment on the part of Gazprom Energy to enter any contract or otherwise 
create any legally binding obligation or commitment.

This Presentation is not intended to serve as basis for any investment decision. Any pricing, market information and/or commentary contained in this Presentation is 
provided for general information purposes only. Any prices are indicative and are not based on tradable prices and/or volumes . Recipients must not rely on any 
information contained in this Presentation and must take appropriate steps to verify such information before acting upon it.

This Presentation shall remain the property of Gazprom Energy (or its third party licensors). 



 All attendees in listen-only mode

 Please contact us via your control panel if you encounter any technical issues

 Q&A will be at the end of the webinar

→ Please submit questions throughout the webinar via the question function on your control panel

→ You can submit questions at any time but we will answer in the Q&A at the end

House-keeping
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Your hosts
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Regulatory Manager

Mark Doyle
Senior Corporate 
Account Manager

Tom Breckwoldt
Regulatory Advisor



Agenda for today’s webcast

 Welcome & introduction 

 CMA Energy Market Investigation

 Project Nexus

 Recent Capacity Market Changes

 Renewable costs for Energy Intensive Industries 

 Q&A



CMA Energy Market Investigation

6



 In June 2014, Ofgem referred the industry to the CMA for investigation.

 The focus has been on domestic and microbusiness customers.

 Most “big ticket” items were not considered to be an issue e.g. vertical integration.

 In March 2016, Provisional Decision on Remedies published

 On 24th June 2016, the Final report was published

CMA Energy Market Investigation - Background
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 The effective ending of fixed period 12 month auto-rollover contracts for microbusiness, as just 30 days’
notice will be required to terminate a rollover contract.

– December 2016 and June 2017?

 The requirement for suppliers to provide online quotes for small microbusiness customers to aid price
transparency and comparisons.

– June 2017

 An Ofgem database of “disengaged microbusiness customers” e.g. those on default contracts for three or
more years that rival suppliers can market to via post.

– January 2018

 Providing Price Comparison Websites (PCWs) access to existing industry databases to minimise Erroneous
Transfers.

– Q1 2017

CMA Energy Market Investigation - Remedies
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CMA Energy Market Investigation – Remedies
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 Monthly meter reads for gas sites with smart or AMR meters.

– December 2016?

 A recommendation to Ofgem to ensure implementation of Project Nexus by 1 February 2017 (or as soon as possible after
that date).

– TBC

 The introduction of locational electricity transmission losses.

– April 2018

 Reviewing the costs and benefits of all electricity customers (profile classes 1-4) moving from non-half-hourly to half-hourly
settlement.

– Q1 2017 and 2019?

 Greater responsibility for Ofgem and code administrators to manage industry code modifications.

– TBC



CMA Energy Market Investigation – Next Steps
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 The implementation and timing of the CMA’s proposals will vary by remedy

 Some remedies will be come directly from the CMA through “An Order”, others will come through Ofgem
amending supplier licence conditions, while others will be recommendations on Ofgem/DECC or other
industry parties.

August 2016 Initial consultation on PPM price cap and locational losses order

September 2016 Initial consultation on all other draft orders

Consideration of responses to initial consultation on PPM price cap and
locational losses order

October 2016 Formal consultation on all draft orders and undertakings

Consideration of responses to initial consultation on other draft orders.

23 Dec 2016 Statutory deadline for implementing remedial action.



Project Nexus
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 Major Industry upgrade to Industry Central Systems 

– Existing systems reaching end of life

– New innovations (Smart/Advanced)

– New initiatives (Faster & More Reliable Switching)

 £70m (upgrade) + £20m (new functionality)

 Industry developed a set of requirements

– Base lined Business Requirement Documents 

 Transporters Agent (Xoserve) procured solution

– SAP (worlds largest SAP implementation in terms of Data)

– WIPRO (system integrator)

 Originally scheduled to deliver in October 2015

Project Nexus - Background
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 Key Changes

– Independent Gas Transporters (iGT) use Central Systems

– Xoserve will validate reads 

– 4 New Customer Classes (Class 1-4)

– Meter Point Reconciliation for all sites  

– Smearing factor for unallocated gas (by LDZ)  

– Rolling AQ (re-calculated every month)

http://www.gasgovernance.co.uk/nexus/brd

Project Nexus - Scope
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http://www.gasgovernance.co.uk/nexus/brd


 Project was due to Go Live this October (12 months late)

– Gazprom Energy were ready for the 1st October 

 On 30th June Ofgem published decision on Option C 

– Implementation between Jan-Apr-16

– Decision on date due at end of July

 Ofgem unable to give a decision and planning continues

 Implementation now unlikely before 1st April 2017 

Project Nexus – Next Steps
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Recent Capacity Market Changes
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 The Capacity Market (CM) was introduced through the Government’s Electricity Market Reform (EMR)
programme.

 It’s aim is to ensure that there is enough generation capacity to meet demand.

 To do this National Grid estimates the amount of capacity needed in a ‘delivery year’ (runs October-September)
and procures capacity through an auction.

 Most of the capacity is procured at an auction four years ahead of the delivery year but a recent Government
decision is set to see a capacity auction in January 2017 for Winter 2017/18 which is set to be a significant cost
being introduced at short notice.

 The total costs paid out under the capacity market scheme are to be recovered from suppliers based on supply
volumes 4-7pm on working days between 1st November and the end of February.

Capacity Market - Background
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 Government confirmed in May that there would be a full capacity market year in 2017/18.

 Target capacity to procure in future auctions was confirmed in July.

Capacity Market - Scope
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2016/17 2017/18 2018/19 2019/20 2020/21

Target/procured capacity (MW) 802 53,800 49,259 46,354 52,000

Auction clearing price (£/kW) £27.50 Jan ‘17 Auction £19.40 £18 Dec ‘16 Auction

Auction Cost £0.022bn £1-3bn £0.955bn £0.834bn £1-3bn

Cost per MWh in charging period (£/MWh) £1.96 £90-240 £85 £74 £90-240

 Charging period: 4-7pm on working days between 1st November and the end of February. 

 CPI will be applied to auction costs.

 Unit rate will not be known until actual winter metered volumes are known.

 Additional capacity to be procured either in T-1 auction or DSR transitional auction for 2018/19, 2019/20 and 2020/21.



Capacity Market – Next Steps
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July 2016 Secretary of State confirms auction parameters – including 
target capacity and price cap – for the early auction

August 2016 Prequalification for all auctions to open

October 2016 First payments for 2016/17

December 2016 The third T-4 auction (for 2020/21 delivery) takes place

January 2017 The early capacity auction (for 2017/18 delivery) takes place

March 2017 The second TA auction (for 2017/18 delivery) takes place

October 2017 First payments for 2017/18



Renewable costs for 

Energy Intensive Industries 
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 Eligible EIIs may receive compensation for the costs of the renewables obligation (RO) and the feed-in tariff (FIT) 
schemes. 

 The compensation allows in scope businesses to receive up to 85% of their costs back under the  schemes. This 
comes directly from Government after costs have been paid out on electricity invoices.

 Government central estimate is that 14.7 TWh of supply may be in scope.

 In last year’s Autumn statement it was announced that the Government planned to move to an exemption from 
April 2017.

Energy Intensive Industries (EIIs) - Background
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 The Government plans to move to an exemption from April 2017.

 EIIs would see an immediate reduction on invoice rather than retrospective compensation from 
the Government.

 EIIs may need to submit another application to qualify.

 Non-EII customers will see an increase in RO and FIT costs of c.7% all other things being equal.

 It would align the RO and FITs with the CfD FIT scheme exemption for EIIs. 

 Currently no compensation is available under the CfD FIT scheme with the costs so far not 
significant.

Energy Intensive Industries - Scope
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Energy Intensive Industries - Next Steps
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 EIIs still able to apply for RO and FITs compensation if not already done so.

 For CfD FITs, the expectation is that by the 28th February 2017, eligible EIIs will pay a reduced 
amount on their supply invoices.

 For RO and FITs, the Government is awaiting state aid approval from the EU. If granted (and early 
enough), the exemption will apply from 1st April 2017.



Q&A
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Disclaimer

This presentation (and any information which has been or may be supplied in writing or orally in connection with it, or in co nnection with any further enquiries in 
respect of it) (the “Presentation”) may contain confidential information relating to Gazprom Marketing & Trading Retail Limit ed (“Gazprom Energy”), its affiliated 
companies and/or its and their third party customers, suppliers, contractors, representatives, agents and partners. This Pres entation may not be copied, reproduced 
or distributed without the prior consent of Gazprom Energy.  If a recipient has signed a confidentiality undertaking with Gaz prom Energy or its affiliated companies, 
this Presentation constitutes Confidential Information for the purposes of such undertaking.

The information contained in this presentation has been prepared in good faith by Gazprom Energy. However, no representation or warranty, express or implied, is 
made as to the accuracy, correctness, fitness for purpose, completeness or adequacy of any statement, estimates, opinions or other information contained in this 
Presentation. 

Except to the extent otherwise indicated, this Presentation presents information as of the date hereof. Gazprom Energy has no obligation to update any of the 
information contained in the Presentation or to correct any inaccuracies that may become apparent.

The dissemination of any part of this Presentation shall not be taken as any form of commitment on the part of Gazprom Energy to enter any contract or otherwise 
create any legally binding obligation or commitment.

This Presentation is not intended to serve as basis for any investment decision. Any pricing, market information and/or commentary contained in this Presentation is 
provided for general information purposes only. Any prices are indicative and are not based on tradable prices and/or volumes . Recipients must not rely on any 
information contained in this Presentation and must take appropriate steps to verify such information before acting upon it.

This Presentation shall remain the property of Gazprom Energy (or its third party licensors). 



Thank you for attending Regulation Voice - Live
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Gazprom Energy 
1 Tony Wilson Place, 
First Street, 
Manchester 
M15 4FN

marketing@gazprom-energy.com

01618373427

mailto:enquiries@gazprom-energy.com


Regulation 
Voice – Live  
have your say

Please take the survey 
at the end of this webcast
& tell us what you enjoyed 
& what we can do better


