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Domestic energy prices
Summary

Wholesale energy prices increased rapidly from the second half of 2021 and
much of 2022. Many consumers were protected, at least initially, by the
energy price cap. However, the price cap increased by 54% in April 2022 and
Ofgem planned to increase it by a further 80% on 1 October 2022.

On 8 September the then Prime Minister Liz Truss announced that a new
Energy Price Guarantee (EPG) would instead be introduced from 1 October.
This capped prices at a level below what they would have been under the
price cap in Q4 2022, Q12023 and Q2 2023. Despite this average prices still
increased by 27% in October 2022.

The monthly increases in both gas and electricity prices in April 2022 alone
were by far the largest ever recorded on a series going back to 1988. The
annual increases to October 2022 were also the largest ever recorded on a
series going back to 1970.

At the end of May 2023 Ofgem announced that the price cap for Q3 2023 to
below the EPG level. As maximum prices were set by the lower of the cap or
EPG it meant that prices fell in July 2023 for customers on standard variable
tariffs. This was the first fall in the cap since winter 2020/21.

The price cap has fallen in three of the four subsequent quarters. These falls
are smaller than the increases in 2021 and 2022 so the quarterly cap from July
2024 will be still be around £350 or 29% above their summer 2021 levels.

The price cap is forecast to rise by 10% in October 2024 and remain around

this level for the rest of winter 2024/25. With little prospect of savings from
fixed tariffs or a return to pre ‘energy crisis’ prices, the only way to

substantially reduce energy bills, while still adequately heating/powering
homes, is to improve the energy efficiency of properties.

Trends in prices up to 2021

Gas prices were stable or falling for much of the period from 2013 to 2020.
They started to increase towards the end of 2021. The average bill for the year
was £564 compared with almost £700 in 2014.

Electricity prices increased for much of the last decade. Average bills were
£769 in 2021 compared to £450 in 2010, a 36% real increase.
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Prices in 2022 and beyond

The energy price cap increased by 12% in October 2021, 54% in April 2022 and
was due to increase by 80% in October 2022 (gas by 91%, electricity by 70%).
The April increase was equivalent to £700 more across a year for direct debit
customers with ‘typical’ levels of dual fuel consumption at the time for. The
October cap would have been an increase of almost £1,600.

The Energy Price Guarantee (EPG) meant that prices people paid for gas and
electricity from 1 October 2022 were less than under the original Q4 2022 cap
and the subsequent caps for Q1 and Q2 2023. At £2,500 for typical annual
consumption levels up to June 2023, it was still 27% above the summer 2022
cap. Gas was 37% higher than in summer 2022, electricity 17% higher.

Households also received the £400 Energy Bills Support Scheme (EBSS) in
monthly instalments between October 2022 and March 2023.

The rapid increase in prices in late 2021 led suppliers to withdraw cheaper
fixed price tariffs. The large majority of households (29 million) were on
Standard Variable Tariffs (SVTs) which were controlled by the EPG/cap.

The EPG was due to increase to £3,000 in April 2023, but the Government put
this increase back to July 2023. Falling wholesale prices led Ofgem to reduce
the price cap for Q3 2023 to £2,074 for typical annual consumption at the
time. This meant that maximum prices for customers on SVTs fell for the first
time in almost three years. There was a further 7% cut in the price cap in Q4
2023. The Q12024 cap increased by 5%. There were falls of 12% and 7% in the
next two quarterly caps.

The latest forecasts show the price cap for typical consumption increasing by
around £160 (10%) in Q4 2024 and remain at this higher level in early 2025.
These forecasts are still highly uncertain at this stage. The briefing Gas and

electricity prices during the ‘energy crisis’ and beyond looks in more detail at

prospects for prices.
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The EPG limited energy price rises to 27% in October 2023, rather than the 80%
increase in the cap. Bills in winter 2022/23 eased by the £400 EBSS

Average annual direct debit dual fuel bill for new typical levels of consumption, cash prices, Great Britain
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[ Guarantee
£2,000 . &
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tariff cap EPG after tariff cap
£1.000 — F | £400 EBSS
£0
2019 2020 2021 2022 2023 2024

Source: Ofgem,

ex 9), 24 May 2024

Revised Typical Domestic Consumption Values

Ofgem has introduced new lower Typical Domestic Consumption Values
(TDCVs) for all its relevant publications from October 2023. This takes the
assumed typical level of gas consumption down from 12,000 kWh per
households per year to 11,500 kWh and typical electricity consumption down
from 2,900 kWh to 2,700kwWh.

This change makes an average bill for typical consumption look lower, even if
prices per unit of energy are unchanged. The data on energy trends in section
3.1 of this briefing is not affected by this change. Ofgem data on price trends
in different sections of the market in sections 3.2 and 4.1.switches to the new
TDCVs from October 2023 so has a break in their series.

The sections of this paper dealing with the price cap use the new lower TDCVs
throughout. Those looking at the Energy Price Guarantee use both the current
and the old TDCVs as the £2,500 and £3,000 levels were prominent in
discussion of energy prices. The £2,500 EPG level between October 2022 and
June 2023 is equivalent to £2,3800 with the new lower TDCVs. The £3,000 EPG
level from July 2023 to March 2024 would have likely been £2,850 and £2,860
with the new lower TDCVs.
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Variations in prices

Customers who pay by direct debit have traditionally been offered the
cheapest tariffs. The gap between payment methods has fallen over time,
especially after 2017 when a price cap on prepayment meters was introduced.
Between July 2023 and March 2023 the Government paid for a lower cap for
customers on prepayment meters, removing the ‘prepayment premium’ with
direct debit customers. From April 2024 the cost of this has been added to
direct debit customers’ bills. Those paying by standard credit (quarterly bills)
still pay more under the cap.

There is some difference in energy prices across Great Britain. Combined gas
and electricity bills for standard levels of consumption varied in 2023 from
£2,466 in the East Midlands to £2,691 in North Wales & Merseyside. Annual
direct debit bills under the price cap Q3 2024 for (lower) typical levels of
consumption vary by region from £1,516 in the East Midlands to £1,618 in the
South West.

In the second half of 2023 UK domestic electricity prices were higher than in
any EU country. Gas prices in the UK were 20% below the EU average. UK
consumer prices for gas and electricity increased at a much faster rate than
the EU average in 2022. Price falls in the UK in 2023 happened later than in
most of the rest of Europe.

Customers not covered by the cap or energy
price guarantee

There is no price cap on non-domestic energy so increases in business energy
bills could be larger still, affecting the economic viability of some and feeding
through to higher consumer prices in general. The Government
announcement on the Energy Price Guarantee said that there would be

“equivalent support” for businesses and other non-domestic consumers.

On 21 September it announced that households not on the gas grid and using

heating oil or other fuels would receive a payment of £100. This was increased
to £200 in the Autumn Statement. The Government has also said that there
would be equivalent support for households not on standard gas/electricity
contracts such as those living in park homes or on heat networks. The
Government also released details of its support for non-domestic consumers,

the Energy Bill Relief Scheme, on 21 September.

Households in Northern Ireland were not protected by the price cap or Energy
Price Guarantee. The Government announced its plans for support for
households in Northern Ireland on 21 September. This includes support
equivalent to the Energy Price Guarantee which will be introduced in
November bills and backdated to October. There was also a £600 payment to
all households in Northern Ireland to help with energy bills in winter 2022/23.
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This was made up of the £400 Energy Bills Support Scheme plus the £200
Alternative Fuel Payment.

Crude oil prices jumped when Russia launched its full-scale invasion of
Ukraine on 24 February 2022 and continued to increase through early March.
These increases quickly fed through to heating oil prices.

Average heating oil prices increased from just over 20 pence a litre at the
start of the first lockdown to 99 pence a litre in mid-June 2022. They have
fallen since then and were 58 pence per litre in mid-June 2024.

What support did the Government offer
households in 2022-23?

In February 2022 the Government announced a package of support to help
hol ith risi i

The package included a £200 upfront discount on bills in October 2022 (paid
for by customers in £40 instalments over the following five years), a £150
Council Tax rebate for around 80% of households in England, £144 million in
discretionary funding for local authorities and £715 million for the devolved
administrations.

On 26 May 2022, when the October cap was forecast to be around £2,800, the
Chancellor announced a further package of measures intended to help with
the cost of living, including higher energy bills, in 2022-23. This included:

e Doubling the upfront discount on bills to £400 for all households and
scrapping the requirement for it to be repaid.

e A £650 one-off payment to around 8 million households on certain means
tested benefits

e A £150 one-off disability cost of living payment for people who receive
certain disability benefits

e Aone-off £300 payment for over 8 million pensioner households

e Anadditional £500 million of local support through the Household
Support Fund.

Households could receive multiple elements of this package if they were
eligible. The total value of this additional support in 2022-23 was £15.3 billion.
The gross cost was £21.3 billion as it converted £6.0 billion of earlier support
from a loan to a grant.

This extra spending was meant to be supported in part by a new windfall tax,
the Energy Profits Levy, which the Government initially expected to raise

£5 billion in its first year. Estimates published in the Growth Plan in mid-
September substantially increased this estimate to £7.7 billion. The briefing

Energy Bills Support Scheme: Government policy and FAQs gives more details.
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On 8 September 2022 the Prime Minister announced that a new Energy Price
Guarantee (EPG) would replace the price cap. It was originally planned to last

for two years, but this was later reduced to sixth months. Its level was £2,500
for typical annual consumption levels at the time. This was over £1,000 lower
than the original Q4 2022 cap. Households were still eligible for the support
announced in the February and May 2022 support packages.

In the Autumn Statement 2022 the Chancellor announced that from April 2023
the EPG would increase from £2,500 to £3,000 for typical annual
consumption. This higher price level was planned to last to the end of March
2024. It was expected at the time to save the Government £14 billion
compared to keeping the EPG at £2,500 for the whole of 2023-24.

At the same time as this change to the EPG the Chancellor also announced:

e Adoubling of the Alternative Fuel Payment for households not on
mains gas from £100 to £200 this winter.

e Anew Energy Efficiency Taskforce with the aim of cutting energy
consumption from buildings and industry by 15% by 2030.

e New funding for energy efficiency of £6 billion between 2025 and 2028.

e New cost of living payments for people on disability benefits,
households on means-tested benefits and pensioner households.

At the Autumn Statement the Chancellor announced an extension of the
Energy Profits Levy to 2028 and an increase in its rate from 25% to 35%. At the
time it was expected to raise £42 billion up to 2028. He also announced a new
Electricity Generator Levy. This would be charged at 45% on “extraordinary
profits” from electricity sold at prices above £75/MWh.

On the morning of Budget 2023 the Chancellor announced that the EPG would
remain at £2,500 for an additional three month to the end of June 2023. It
would then increase as planned to £3,000 from July 2023 to March 2024.

The cost of the EPG has fallen due to lower than expected wholesale prices. It
is forecast to cost around £27 billion over its entire duration.

Why did energy price increase by so much?

Prior to Russia’s full-scale invasion of Ukraine in February 2022 there was an
increase in demand for oil and gas as economies around the world came out
of lockdown. Supply did not keep pace with the higher demand for various
reasons. Increased gas prices fed through to increased electricity prices.

The Russian invasion of Ukraine in 2022 caused oil and gas prices to jump due
to concerns about disruption to supply. Sanctions on Russia, the embargo on
Russian oil, a potential embargo on Russian gas and cuts in Russian gas
supply to Europe have pushed oil and gas prices up further still. The price of
electricity produced form gas has increased in line with gas prices and
effectively sets the price for all power on wholesale markets. Lower electricity
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production in some sectors also helped to push up power prices in 2022.
Drought in parts of Europe led to lower hydroelectric output and a large
number of French Nuclear reactors were offline in late summer.

Wholesale gas and electricity prices on the spot market fell in autumn 2022 to
levels below those at the start of the year. There was a spike in prices during
early December 2022, but prices fell back in early 2023 and have remained at
levels well below their 2022 peak, but still above their pre ‘energy crisis’
levels. The operation of the price cap and EPG meant there was a substantial
time lag before wholesale price falls lead to lower household bills.

Components of a typical energy bill

The July to September 2024 price cap consists of:

e 39% wholesale costs of energy

e 23% network costs

e 14% operating costs

e 12% policy costs (levies to support low carbon generation, energy
efficiency and vulnerable customers)

° 5% VAT

e 2.5% assumed suppliers (profit) margin

e 4% other costs.

In the first half of 2023 all of the ‘big five’ energy suppliers (which had
reported) saw substantial increase in their profits.

Further information

Readers may be interested in the following related briefing papers from the
House of Commons Library:

. I icity prices duri . isis’ and |
. holds off t " arid and orices for al e f

. fici FUK L

. Whyisdl le electrici -

The following pages include the most useful official data on energy prices:

Domestic energy price statistics (DESNZ)
Retail market indicators (Ofgem)
Wholesale market indicators (Ofgem)
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Higher energy
prices meant
increased spending
of almost £63 billion
by billpayers and
taxpayers in the
year to June 2023

Context: Domestic energy use and
spending

Household energy use

Energy used in the home - electricity, gas, heating oil, etc. - made up 31% of
total final energy consumption in the UK in 2022. Gas was the largest source
of domestic energy use (accounting for 64% of energy use), followed by
electricity (25%), oil (6%) and renewables for heat (3%).

Domestic energy use has generally been falling over time. In 2021 it increased
by 6% but fell by 15% in 2022, linked in part to higher prices. The 2022 level
was 28% below its 2004 level.!

In 2022 gas made up 78% of the energy UK households used for heat,? oil 8%,
electricity 8%, bioenergy/waste 4% and coal 2%. Domestic gas use is split
75% space heating, 22% water heating and 2% cooking. Most electricity use
in the home is for powering lighting and appliances (76%), while 15% is used
for space heating, 4% water heating and 5% cooking.?

Household spending on energy

Households collectively spent £30.2 billion on electricity in 2022, up by

£8.0 billion (36%) on 2021 and the fifth record high figure in a row. Total
household spending on gas was £21.9 billion, up by £8.7 billion (66%) on 2021
and also a new record level. Households spent a total of £55.5 billion on all
types of energy (including oil, coal, heat, biofuels etc.) in 2022. This was a
record high, almost £18 billion more than in 2021 and an increase of 48%.*

Household spending on energy for the home in the second half of 2022 and
first half of 2023 was an estimated £22.8 billion (57%) higher than one year
earlier.® Government spending on measured directly aimed to help people
with higher energy bills® was an estimated £39.8 billion from October 2022 to
June 2023.7 8 This is almost £63 billion of additional expenditure by billpayers
and taxpayers linked to higher energy prices in a single year. It excludes

DESNZ, Energy Trends: UK total energy (Table 1.3)

Space heating, water heating and cooking

DESNZ, Energy consumption in the UK 2023 (End use table U2)

DESNZ, Digest of UK energy statistics 2023 (Tables 1.1, 1.1.5 & 1.1.6)

ONS, Consumer trends April to June 2023

Excludes general cost of living payments to certain households

EPG £27.0 billion, EBSS £11.9 billion, Alternative Fuel Payment and other support for households not
covered by other schemes, £0.9 billion.

& OBR, Economic and fiscal outlook - November 2023 (Supplementary fiscal table 2.9)

N o o & w oo =
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government support for businesses (£7.8 billion) and the costs of the bailout
of the supplier Bulb (£3.0 billion to taxpayers). It also excludes the additional
government revenue from windfall taxes on North Sea profits and the
Electricity Generators Levy which together are forecast to be £3 billion a year
on average up to 2028-29.° ™

®  OBR, Economic and fiscal outlook - November 2023 (Box 3.1)
© OBR, Economic and fiscal outlook - March 2024 (Table A.5)
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2.1

The energy price cap
sets maximum unit
prices and standing
charges for gas and
electricity customers
on standard variable
tariffs

The energy price cap and the Energy
Price Guarantee

Operation of the energy price cap

The ‘Default Tariff Cap’ for gas and electricity, also known as the energy price
cap, came into force at the beginning of 2019. It followed the introduction of
tariff caps for customers on prepayment meters in April 2017 and for
vulnerable customers in February 2018. It covers prices for customers on
default or standard variable tariffs.

The cap sets maximum prices for a unit of energy and daily standing charges
for customers in each energy supply region of Great Britain. It does not cap
maximum annual bills. Ofgem multiplies these capped unit prices for gas and
electricity by ‘typical’ annual consumption levels and adds these to daily
standing charges to arrive at an illustrative annual bill in each region. These
regional levels are averaged to give the headline figure for Great Britain.

An individual customer’s annual bill will largely depend on how much energy
they use. The cap applies where a customer has not signed up for a fixed-
term contract with their supplier (they are on a ‘standard variable tariff’).
Some customers coming to the end of their (cheaper) fixed-term deals will
face even larger price increases. Suppliers are not currently offering fixed-
term contracts below the price cap, so unless these customers choose a more
expensive fixed price tariff they will be moved by default onto the (higher)
price cap level.

The regulator Ofgem reviewed the levels of the cap twice a year up to summer
2022, publishing updates in February, which set the levels of the cap in
summer (April-September), and August, which sets the cap for winter
(October-March). From October 2022 the cap moved to three month periods
with the first from 1 October 2022 to 31 December 2022.

See the Commons Library briefing paper Energy bills and the price cap for
further background.
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New lower typical domestic consumption values
(TDCVs) from October 2023

Between April 2020 and October 2023 Ofgem used ‘typical’ annual domestic
consumption values of 2,900 kWh for electricity and 12,000 kWh for gas in all
its publication which gave data on annual bills. Unit costs are multiplied by
these levels of consumption and added to daily standing charges to give
annual bills/price cap levels for ‘typical’ consumption.

These consumption figures were based median consumption values at the
time." The median is the value that half of consumers use less than and half of
customers use more than.

Ofgem introduced new lower values for typical consumption for all its relevant
publications from October 2023. These are 11,500 kWh for gas and 2,700 kWh
for electricity. The lower median values are based on data for 2019 and 2021,
not the pandemic-affected data for 2020."™

The lower consumption values make annual bills look lower than with the
older TDCVs, even with the same unit costs and standing charges. However,
they will better reflect recent median levels of consumption.

Ofgem data on trends in average bills uses the TDCVs applicable at the time.

This means they do not provide consistent time series for the same level of
consumption. Their trends will be affected by the cuts in the assumed TDCVs
introduced in 2015, 2017, 2020 and 2023. The October 2023 TDCVs for
electricity are 16% lower than those used when they were first applied by
Ofgem in 201. Those for gas are 15% lower.

If the new lower TDCVs had been in place in October 2022 the Energy Price
Guarantee illustrative level of £2,500 for typical annual consumption would
have been around £2,380. The higher £3,000 EPG would likely have been in the
£2,850 to £2,860 range.®

Domestic energy consumption fell markedly in 2022,™ so current levels of
consumption are already below these new levels and well below those used in
official data produced by DESNZ.

Most statistics in this briefing use the new lower TDCVs. Data on average bills
is presented using both the current and the old TDCVs where relevant, ie. for
discussion of EPG levels
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Ofgem, Review of Typical Domestic Consumption Values 2019
Ofgem, Decision for Typical Domestic Consumption Values 2023 (25 May 2023)

As the higher £3,000 EPG was never implemented, and the change in TDCVs is larger for electricity,
a precise value for the lower TDCVs cannot be estimated. The range is based on price cap standing
charges and similar percentage increase in gas and electricity unit costs.

See section 1.3 of Gas and electricity prices under the Energy Price Guarantee
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Price cap levels

The following chart looks at changes to the default tariff cap for direct debit
customers. It uses the new lower assumptions about consumption throughout
for consistency. The rest of his section also uses the new lower values.

The cap increased by 54% in Summer 2022. The next three quarterly caps were
higher still, but during this time maximum prices were set by the EPG

Annual bill equivalent for new typical levels of consumption, direct debit dual fuel customers
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Before the summer 2022 increase the changes to the level of the cap had been
relatively modest. On 3 February 2022 Ofgem announced that the cap would
increase in April from its earlier equivalent annual equivalent level of £1,215
per year to £1,877; a 54% increase. On 26 August 2022 Ofgem announced the
level of the cap for the fourth quarter of 2022 at £3,371; an 80% increase.

Customers did not pay these prices, or those in the following two quarters
because they were protected by the Energy Price Guarantee (EPG). The EPG
was introduced in October 2022 at £2,500 (or £2,380 with the new lower
assumptions about energy usage) and is described later in this section. For
the duration of the EPG (to March 2024), maximum prices will be set by the
lower of the price cap or EPG.

The price cap would have increased to £4,059, up by 20%, in the first quarter
of 2023 without the EPG. Again, this increase was due to higher wholesale
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costs.” The cap for the second quarter of was substantially lower at £3,116,
however as it was still above the EPG level it did not affect prices.™

Lower wholesale energy prices resulted in a further cut to the price cap for
the third quarter of 2023. This was set at £1,976 for direct debit customers
with typical levels of consumption."” As this level was lower than the EPG
customers on standard variable tariffs saw an overall 17% fall in prices in July
2023; the first fall in prices for almost three years.

The direct debit cap for the fourth quarter of 2023 was 7% lower. ® It
increased by 5% for the first quarter of 2024 fell by 12% in the second
quarter of 2024% and will fall by a further 7% in the third quarter of 2024.%

These price cap and EPG levels are for dual fuel direct debit customers. The
cap for standard credit (quarterly bill) customers is somewhat higher, while
the cap for prepayment customers is slightly lower. In April 2024 there were
around 28 million households on standard variable tariffs protected by the
cap and around 4 million households on fixed price tariffs.?

Section 5.2 of this briefing looks at the different costs that make up the cap.

Changes to the price cap methodology

2022 changes

On 16 May 2022 Ofgem published a consultation on the price cap
methodology which included a proposal to update the price cap quarterly
rather than sixth monthly. The changes in methodology were largely aimed at
reducing the risk faced by suppliers and hence the chances of them going out
of business (the cost of which is added to bills). A non-executive director at
Ofgem resigned reportedly because of the way methodological changes
would increase bills by up to £400 a year. *In early August 2022 Ofgem
announced their decisions on these proposals which confirmed the move to
three-month price caps.

Ofgem said that its changes to price cap methodology added £197 to the Q4
2022 price cap. The largest element of this was the addition of
‘backwardation’ costs which forms part of the wholesale cost element of the
cap. These costs arise when the price paid by suppliers for energy is greater
than the price they can charge customers under the cap. They happen when
wholesale prices are increasing because the period of the cap is shorter than

*  Ofgem, Latest energy price cap announced by Ofgem (24 November 2022)

% Ofgem, Ofgem announces latest quarterly price cap update (27 February 2023)

7 Ofgem, Customers to pay less for energy bills from summer (25 May 2023)

8 Ofgem, Energy prices to fall again this winter (25 August 2023)

¥ Ofgem, Increased wholesale energy costs lead to rise in price cap (23 November 2023)

%0 Ofgem, Changes to energy price cap between 1 April to 30 June 2024 (23 February 2024)

Z Ofgem, Energy price cap for July to September confirmed (24 May 2024)

2 Ofgem, Energy price cap for July to September confirmed (24 May 2024)

»  Guardian, Ofgem board director Christine Farnish quits over energy price cap (17 August 2022)
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the period of forward prices used to set the level of cap. Backwardation
increased the Q4 2022 cap by around £150, the Q12023 cap by around £530
and the Q2 2023 cap by around £340. Backwardation costs were negative,
due to falling wholesale prices, in the two most recent caps, cutting the Q3
23023 cap by around £100 and the Q4 2023 cap by around £60.*

2023 changes to ‘EBIT’ allowance

In May 2023 Ofgem outlined proposals for a change in the way ‘Earnings
Before Interest and Tax’ (EBIT or the suppliers ‘profit margin’) is included in
the cap from October 2023. It is currently a fixed percentage (1.94%) of the
cap. The proposal was to change this to include both a fixed and variable
component. The aim was to ensure:

...a supply sector that ultimately benefits consumers, as it enhances suppliers'
resilience and makes the market attractive, encouraging investment and
innovation to improve quality of services.®

Their proposed approach was that the fixed element would be £19.20 per
customer and the variable element would be 1.419%%.

Ofgem announced their decision in August 2023 to proceed with the approach
outlined in the consultation using slightly different values. From October 2023
the EBIT allowance will be made up of a fixed element of £19.76 and a variable
component of just under 1.4%. This would add £10 to the level of the cap for
typical consumption compared to the old methodology. It is expected to cost
domestic customers a combined £190 million and increase supplier profit
margins by 0.25 percentage points in the year from October 2023. Ofgem
estimates that the higher EBIT allowance will reduce the risk of supplier
failure, cutting these potential costs to consumers by £210 million a year.”

Bad debt addition in 2024-25

In December 2023 Ofgem launched a consultation on proposals for temporary
increase in the price cap to cover the costs of bad debt to energy suppliers.
The total value of customer debt and arrears® increased from £1.5 billion at
the end of 2020 to £2.0 billion at the end of 2022 and £2.9 billion at the end of
Q3 2023.% ‘Bad debt’ -that which is unlikely to be repaid- represents a cost to
suppliers. Ofgem said this was not fully accounted for in the current price cap
and suppliers cannot increase their costs to reflect this, as they would in
other markets, because the cap sets maximum prices. As with other changes

*  Ofgem, Energy price cap (default tariff): 1 October to 31 December 2023 (Annex 2 - Wholesale cost

allowance methodology v1. 18)

% Ofgem, Price ing
B_efQLeJﬂIQLeSt_Q.D_d_T_Qx_(_EB_II)_QllQAALQ.D_C_Q (25 Moy 2023)

% Applied to the cop excludmg VAT, EBIT and heodroom

7 Ofgem, A =
decision Append|x1 (25 August 2023)

% The total owed by customers repaying a debt (with a formal agreement) to their supplier and those
in arrears (with a debt but no formol repoyment agreement) thot had lasted more than 91 days.

2 Ofgem, = s (December 2023
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to cap methodology, Ofgem argued that without this increase some suppliers
could go out of business resulting in even higher costs to households.*

The consultation proposed an annual increase of £15 for direct debit and
standard credit customers with current levels of typical consumption.® This
would be paid through higher unit costs for gas and electricity, not higher
daily standing charges. There would be no increase for prepayment meter
customers who cannot build up a debt in normal circumstances. Most debt is
built up by standard credit customers, but Ofgem decided to propose an
equal allocation (between direct debit and standard credit customers) in
order to protect the greater proportion of vulnerable customers who pay by
standard credit and not to compound existing debt levels. Ofgem plans to
review this temporary adjustment by April 2025.%

Ofgem announced in February 2024 that the bad debt addition would be £28
for direct debit and standard credit customers with typical levels of
consumption. This is higher than the figure used in the consultation, but
would be balanced, to some extent, by the ending of a similar addition
(costing £11) to cover bad debt costs built up during the Covid pandemic.*

Removal of the ‘prepayment’ premium from April 2024

This change, which equalises the standing charges for direct debit and
prepayment customers is detailed in section section 4.1 of this paper.

Support for energy bills in 2022-23

The Government introduced various measures to help with rising energy bills
and wider cost of living pressures. These are summarised in section three of

the Library briefing Rise of cost of living in the UK. The briefing Constituency
casework: Government support for energy bills answers common questions on

the support measures specifically aimed at energy bills: The Energy Price
Guarantee, the £400 Energy Bills Support Scheme, the £200 Alternative Fuel
Payment and the Energy Bill Relief Scheme (for non-domestic consumers).

The following Government factsheets give more detail, including costings, of
these wider cost of living support:

.  livi factsheet:
. , livi

% Ofgem, Energy price cap: additional debt costs review consultation (15 December 2024)

' The consultation refers to a £16 increase, this is for ‘benchmark’ consumption levels which are
higher than the current typical domestic consumption values.

#  Ofgem, Energy price cap: additional debt costs review consultation (15 December 2024)
¥ Ofgem, Energy price cap: additional debt costs review decisionv (23 February 2024)
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The Library Briefing Constituency casework: Government support for energy

bills looks at frequently asked questions about the different schemes
specifically aimed to help households with energy bills.

The Energy Price Guarantee (EPG)

October 2022 to June 2023

Ofgem’s announcement that the price cap would increase by 80% in October
led to heightened concerns about the impact on household finances,
particularly vulnerable households, and on the wider economy. On

8 September the Prime Minister announced that a new Energy Price
Guarantee would instead be introduced from 1 October.?* This was set at
£2,500 a year for typical assumed consumption levels at the time. It is
equivalent to £2,380 for current levels. This was lower than the original Q4
2022 price, but still 27% above the summer 2022 cap.

The Government would fully compensate suppliers for the cost of the EPG by
paying them the difference between the EPG level and what suppliers would
otherwise have charged customers.

For the duration of the EPG, maximum prices will be set by the lower of the
price cap or EPG. This means that prices customers pay will fall if the price
cap falls below the level of the EPG, as it did in July 2023.

The EPG was originally planned to last for two years and remain at the same
level of £2,500. After a change of Prime Minister and Chancellor, the new

Chancellor announced on 17 October 2022 that the Energy Price Guarantee
would now only last sixth months, ending at the end of March 2023. The

Chancellor’s statement said:

...the Prime Minister and the Chancellor have agreed that it would be
irresponsible for the government to continue exposing the finances to
unlimited volatility in international gas prices. *

However, in the November Autumn Statement 2022, the Chancellor said the
EPG would last for a further year from April 2023, but would increase from this
date from £2,500 to £3,000 for typical annual consumption at the time. This
higher price level was planned to last to the end of March 2024 and is
equivalent to between £2,850 and £2,860 on current assumed typical
consumption levels. At the time it was expected to save the Government

£14 billion compared to keeping the EPG at £2,500 for the whole of 2023/24.

On the morning of Budget 2023 the Chancellor announced that the EPG would
remain at £2,500 for an additional three months to the end of June 2023. It
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% HM treasury, Chancellor brings forward further Medium-Term Fiscal Plan measures (17 October
20292)
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would then increase as planned to £3,000 from July 2023 to March 2024.
Despite this increase in support the cost of the EPG in 2023-24 was forecast to
be much lower than expected at £4 billion compared to the £12 billion
estimate made in the Autumn Statement.*

The £2,500 level of the EPG was for dual fuel direct debit customers. As with
the price cap it was an illustrative amount for households with typical levels
of consumption at the time. As explained earlier it is equivalent to £2,380 with
the new lower consumption levels. Households also received the £400 Energy
Bills Support Scheme payment over the six months from October 2022 to
March 2023.

Ofgem continued to update the price cap every three months during the
period the EPG applies. Standing charges under the EPG were based on those
set out in these price caps. The Government said “...the default tariff cap
which Ofgem operates plays a key role in delivering the EPG.” The cap was
used by the Government to set the level of support it needed pay suppliers so
they could cover their costs and provide discounted EPG prices to consumers.
The Energy Prices Act 2022 added a new duty for Ofgem to consider the
impact on public spending of any methodological changes to the cap.”

The following chart shows how the EPG compared to price cap levels. This
uses the new lower consumption levels throughout for consistency.

The EPG limited energy price rises to 27% in October 2023, rather than the 80%
increase in the cap. Bills in winter 2022/23 eased by the £400 EBSS

Average annual direct debit dual fuel bill for new typical levels of consumption, cash prices, Great Britain
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% HM Treasury, Energy bills support extended for an extra three months (15 March 2023)
8 Ofgem, Price cap - Letter from B on the cap's role in delivering the Energy Price Gua
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More details about the EPG including how it works for customers on fixed
tariffs or those on multi-rate tariffs are included in the briefing Gas and

Other elements of support for customers

The price increases under the October 2022 to March 2023 EPG were softened
by the £400 Energy Bill Support Scheme (EBSS) payment which was being
paid in six separate monthly instalments from October 2022 to March 2023.
The ending of the EBSS meant that while the EPG remained at its earlier level
from April to June 2023, it would have felt to many households like bills
increased at the time.

At the Autumn Statement 2022 the Chancellor also announced:

e A“new approach” to consumer protection, including possible social
tariffs, after April 2024 when the EPG ends.

e Adoubling of the Alternative Fuel Payment for households not on
mains gas from £100 to £200 that winter.

e Anew Energy Efficiency Taskforce with the aim of cutting energy
consumption from buildings and industry by 15% between 2021 and
2030.

e New funding for energy efficiency of £6 billion between 2025 and 2028.

e New cost of living payments for people on disability benefits,
households on means-tested benefits and pensioner households.

Consumers not covered by the EPG

The Government announced a new support funds for households not on mains
gas or electricity, “equivalent support” for businesses and support for
households on fixed tariffs above the EPG.* Households not on the gas grid
and using heating oil or other fuels would receive a payment of £100 (later
increased to £200).

There was also support equivalent to the EPG and Energy Bills Support
Scheme for households not on standard gas/electricity contracts such as
those living in park homes, care homes or on heat networks.* People had to
apply for this support, unlike the ‘conventional’ versions which were paid
automatically. Applications to these schemes closed at the end of May 2023.
There has been concern that many eligible households did not know about or
apply for these payments and hence missed out.*°

The energy market is different in Northern Ireland. The Government
announced its plans for support for households in Northern Ireland on
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% BEIS, Energy bills support factsheet (Updated 21 September 2022)

40 See, for instance, Age UK, 4.in 5 of all those eligible for the Energy Bills Support Scheme Alternative
Eund missing out (21 August 2023)
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Falls in the level of
price cap mean the
EPG would not be
needed again after
June 2023
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21 September.* This includes support equivalent to the Energy Price
Guarantee with the following discounts to unit prices:*

e Q42022; up to19.9 p/kWh discount for electricity and 4.8 p/kWh for gas.
e Q12023; up to 13.6 p/kWh discount for electricity and 3.9 p/kwh for gas.
e Q22023; up to 3.8 p/kWh discount for electricity and 2.6 p/kWh for gas.

These were introduced in November 2022 bills and backdated to October. The
Government has said that the typical household bill for those using gas and
electricity would be the annual equivalent of £1,950 between November 2022

and March 2023. More detouls can be found in HDAALUJB_EDQEQQLELM

Ngtthem_LLelgnd All households in Northern Irelond Would also receive a
£600 payment to help with energy bills in winter 2022/23. This was made up of
the £400 Energy Bills Support Scheme plus the £200 Alternative Fuel
Payment.*

The Government also released details of its support for non-domestic

consumers, the Energy Bill Relief Scheme, on 21 September.*

July 2023 to March 2024

In the Autumn Statement 2022 the Chancellor announced that from April 2023
bills under the EPG would increase from £2,500 to £3,000 for ‘typical’ annual
consumption. This higher price is equivalent to between £2,850 and £2,860 on
with new lower consumption levels. The start date for this higher rate was
later pushed back to July 2023. The fall in the July-September 2023 price cap
took it below EPG levels so the EPG no longer set maximum prices.
Subsequent price cap levels are all below the EPG so the EPG would not be
needed again and finished at the end of March 2024.

Prepayment meter customers

At the Spring Budget 2023 the Government announced that from 1 July 2023
until the EPG ends, charges for prepayment meter (PPM) customers would be
brought into line with comparable direct debit customers. This would be
taxpayer funded.* They later announced that this would be implemented
through the EPG (specific to PPM customers). For July to September 2023 this
set a lower unit rate for gas than the cap for PPM customers to bring overall
bills* in line with direct debit customers. Electricity prices for this cap were
already lower for PPM customers so there is no separate EPG for electricity.*
For October to December 2023 and January to March 2024 the support for

41 BEIS, Energy bills support factsheet (Updated 21 September 2022)

2 DESNZ, Energy bills support factsheet (Updated 26 May 2023)

* BEIS, Getting household energy bill support in Northern Ireland (Updated 30 December 2022)
*  BEIS, Energy bills support factsheet (Updated 21 September 2022)

% HM Treasury, Spring Budget 2023 (para 4.15)
6 For ‘low’ levels of energy use, defined as 8,000 kwWh of gos ond 1,800 kWh ofelectnmty per year.

4 DESNEZ, (26
May 2023)
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PPM customers will be delivered through lower standing charges.*® From April
2024 bills for PPM customers will be reduced through a ‘levelisation’ process
which adds a charge to direct debit customers to fund a cut in the standing
charges of PPM customers.*®

Energy prices under the EPG

Standard variable tariffs April 2023 to June 2023
The unit costs for different regions and payment methods under the EPG give

annual bills for ‘typical’ levels of consumption for prepayment meter users
which were around 2% higher than for direct debit customers. Those for
customers for those paying by other methods (standard credit) were 8%
higher than for direct debit customers.

Fixed tariffs October 2022 to June 2023

Under the EPG there was support for some customers on fixed tariffs. The
maximum discounts on unit prices were:*°

e October to December 2022: up to 17.0 p/kWh for electricity and up to
4.2 p/kwh for gas

e January to March 2023 up to 31.8 p/kWh for electricity and up to
6.4 p/kwh for gas.

e Aprilto June 2023 up to 16.6 p/kWh for electricity and up to 2.2 p/kwh for
gas.

These discounts were applied to bring fixed tariff prices down to, but not
below, the EPG levels. These were the ‘floor’ unit prices of 34.0 p/kWh for
electricity and 10.3 p/kWh for gas. They meant:*'

e  Customers on fixed tariffs below the floor prices received no reduction in
prices. They were already paying below the EPG level for the remainder
of their fixed term.

e  Customers on fixed tariffs above the EPG level, but below the original cap
level saw their unit costs cut to the “floor’ level which brought their bills
in line with the EPG.

e  Customers on very high fixed tariffs saw their unit costs cut by the
maximum amounts, but this still left them paying more than the EPG
level for the rest of the time they were on that fixed rate. The Government
has said that “Any transfer to a different tariff is a matter for suppliers.”.

Data on new fixed tariff prices can be found in section 4.1.

8 DESNZ, Energy Price Guarantee (23 November 2023)

* Ofgem, Welcome fall in the price cap but high debt levels remain (23 February 2024)
¢ DESNZ, Energy bills support factsheet (Updated 15 March 2023)

' DESNZ, Energy price guarantee (Updated 26 May 2023)
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Costs of the EPG

The Government fully compensated suppliers for the cost of the EPG by paying
them the difference between the EPG level and what suppliers would
otherwise have charged customers.*

The price cap shifted much of the short-term risk of price volatility from
consumers (on standard variable tariffs) to suppliers. Changes to the cap
methodology (set out in the previous section) would have shifted some of this
risk and/or the costs linked to this risk, back to consumers. The EPG shifts all
the risk to the public sector for the time it is above the price cap.

The Government published its first estimate of the cost of the EPG in The
Growth Plan 2022 on 23 September. These were £31 billion in 2022-23, ie. for
the first sixth months of the scheme. It said:*

The costs of this policy are highly uncertain, particularly in 2023-24 and
2024-25, as they are sensitive to volatile future energy prices. The costs will
also be impacted by the wider action the government plans to take to help
reduce energy costs. As a result, costings are shown for 2022-23 only at this
stage

The same document put the cost of the Energy Bill Relief Scheme for non-
domestic consumers at £29 billion, again for six months. Both estimates were
based on market prices from 29 August to 12 September.

Subsequent estimates of the cost of the EPG have varied due to changes to
the duration and level of the EPG itself and lower wholesale prices. The fall in
wholesale prices meant the EPG was no longer a cost to government after
June 2023.

The cost of the EPG has fallen due to lower than expected wholesale prices.

The Office for Budget Responsibility has said it would cost £27 billion over its

entire duration. The equivalent support schemes for businesses are cost
almost £8 billion.**

%2 BEIS, Energy bills support factsheet: 8 September 2022 (Updated 21 September)
%% HM Treasury, The Growth Plan 2022 (23 September 2022)

% OBR, Economic and fiscal outlook - March 2023 (Box 3.1)
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3.1

How have energy prices changed?

Official statistics

Annual gas and electricity bills

The Department for Energy Security and Net Zero (DESNZ) publishes annual
figures on gas and electricity bills. These take average unit prices and
multiply them by standard levels of consumption. This is added to average
annual fixed costs (standing charges) to give annual bills. These data cover
all payment methods.

DESNZ assumes that standard levels of consumption are 3,600 kWh for
electricity and 13,600 kWh for gas. These are considerably higher the Ofgem
consumption levels used in other sections of this paper. The DESNZ
consumption levels are periodically reviewed and changed, but time series
data uses the same levels of consumption throughout so figures on bills
reflect changes in prices only, not changes in consumption.

The first chart below looks at the cash values of these average bills since
2010. Gas bills increased from just over £500 in 2010 to almost £700 in 2014.
They fell to below £600 over the next few years and remained in the £550-600
range up to 2021, before doubling to just over £1,100 in 2022 and increasing
again to £1,300 in 2023.

Average annual energy bills for standard consumption
UK, £ cash prices
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Source: Annual domestic energy bills, DESNZ (Tables 2.2.1 and 2.3.1)
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Electricity bills* increased more steadily over the period from around £450 in
2010 to just over £760 in 2021, almost £1,160 in 2022 and £1,270 in 2023.

These use average prices for the whole year, so, for instance the 2022 figure
only takes partial account of price rises during 2022.

The next chart looks at these data in real terms.>® Average gas bills fell by
27% between their earlier peak in 2014 and 2021. The price increases in 2022
and 2023 took them to 52% above in 2014 levels in real terms. Electricity bills
increased in real terms in all but two of the years covered here. Their 2023
level was 101% higher than 2010 in real terms.

Average real value of bills for standard consumption
UK, £ 2023 prices
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Source: Annual domestic energy bills, DESNZ (Tables 2.2.1 and 2.3.1)

The average combined gas and electricity bill was £2,560 in 2023, an increase
of £1,260 in just two years. These annual bills are higher than those quoted by
Ofgem because the official statistics from DESNZ assume higher levels of
consumption.

The data for these charts can be found in the reference table at the end of this
document.

Monthly data from the Consumer Prices Index (CPI)

Gas and electricity

Monthly data from the CPI is more up to date and responsive to price changes
than the annual bills data discussed above. The first chart below shows an
index of gas and electricity prices in current (cash) terms. The price of both

5 For customers on single-rate meters, ie. not on Economy 7 or similar tariffs
%6 Adjusted using CPIH
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gas and electricity increased during the 2000s, with particularly rapid price
rises in 2006 and 2007. The chart also shows jumps in prices in April and
October 2021 when the price cap increased, the much larger increase in April
and October 2022 following the increases in the price cap and EPG
respectively, and the falls in the cap from July 2023.

In April 2024 prices for gas were 270% above their January 2000 level in cash
terms, and electricity prices were 350% higher.

Gas and electricity price changes as measured by the CPI
Index values in current prices, 2010 =100
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The monthly increases in gas and electricity prices (on this measure) in April
2022 were 67% and 41% respectively. These were by far the largest increases
on this series which goes back to 1988. The price cap means that changes in
prices are ‘stored up’ rather than incremental. The annual increases in gas
and electricity prices to October 2022 were 129% and 66% respectively.®’
These were by far the largest annual increases in data going back to 1970.
The previous record annual increases from before 2022 were 52% for gas
prices between Q4 2007 and Q4 2008 and also 52% for electricity between
Q21974 and Q2 1975.%%°

57

ansteuo_hpusglloids_mlhguhgn_q_dmmm_pm&s This means that CPI dato on energy

prices, and hence these calculations, will not be affected by this scheme.
¢ ONS series D7DU and D7DT
% Quarterly fuel prices table 2.1.1 (archived), DECC
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April 2022 saw
record monthly
increases in both
gas and electricity
prices.
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The original increases in the price cap proposed by Ofgem in October 2022
were 91% for gas and 70% for electricity. These would clearly have set new
monthly price increase records. The Energy Price Guarantee unit costs from

1 October 2022 were 40% higher than the summer 2022 cap levels for gas and
20% higher for electricity.®°

Other fuels
The briefing Households off the gas-grid and prices for alternative fuels

provides more detailed analysis of prices of other types of domestic fuels.

At Census 2021 around 17% of households in England and Wales®' did not use
mains gas for central heating with electric and oil the next most common
types. % At Census 2021 63% of households in Northern Ireland had oil central
heating and only 33% had gas heating.® According to the Scottish Housing
Condition Survey 2021 20% did not use mains gas for heating. Here the most
common alternative fuels for heating were electricity (11%) and oil (6%).*

The next chart looks at CPI data on domestic prices for heating oil and coal.
Heating oil® prices are closely linked to crude oil prices so are highly volatile.
They fell rapidly in the early months of the pandemic, but soon recovered and
more than doubled between May 2020 and January 2022. There was a
particularly sharp increase in oil prices in March 2022 and a peak in June
2022, before falls in the second half of 2022 and the first half of 2023. Prices
increased again in the second half of 2023 and despite subsequent falls are
still above their February 2022 levels. The Library briefing Qil prices provides
more information on crude oil price trends. The section below gives more
details of recent heating oil prices.

Domestic prices for coal have steadily increased for most of this period. There
were particularly rapid increases between 2006 and 2009 and in parts of
2022. They have not fallen substantially since their early 2023 peak. The price
of coal fell by 2% in the year to April 2024, but was still 23% above its April
2022 level. The annual increase to November 2022 at 36% was the largest
annual increase on this series which goes back to 1988.

0 BEIS, Energy bills support factsheet: 8 September 2022 (Updated 9 September)

& Assumes households which said they had two or more types of central heating had mains gas
€ ONS, Census 2021 via www.nomisweb.co.uk
% NISRA, Census 2021 main statistics housing and accommodation tables (Table MS-E12)

Scottish Government, Scottish house condition survey: 2021 key findings.
8 ‘Liquid fuels’ under the CPI
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Domestic price changes for coal and heating oil as measured by the CPI
Index values in current prices, 2010 =100
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Source: ONS series D7ZDW and D7DV

Recent heating oil prices

The chart above shows longer term trends in heating oil prices. Data from
DESNZ shows that average UK heating oil prices fell to just over 20 pence a
litre in mid-May 2020. The pandemic and resulting lockdowns led to a sharp
drop in crude oil prices which fed through to heating oil.

Prices generally increased through the rest of 2020 and most of 2021 reaching
almost 60 pence a litre in mid-October 2021. After falling back over the next
two months heating oil prices increased slightly in January and February 2022
as concern increased about a possible Russian invasion of Ukraine led to
higher crude prices. They subsequently jumped after the invasion, were

85 pence per litre in mid-March and increased again to 99 pence per litre in
June. Prices fell for most of the subsequent year, but increased again in
summer and autumn 2023. The mid-June 2024 average price was 58 pence
per litre; 41% or 41 pence per litre below its peak level.®®

Crude oil prices jumped when Russia launched its full-scale invasion of
Ukraine on 24 February 2022 and continued to increase through early March.
This set new record high Sterling prices for crude oil.?’ It is the price in Sterling
which is a better indicator of the likely impact on heating oil prices in the UK.
The fall in the Dollar price of oil since the March 2022 peak meant that in mid-
February 2023 they were the same as their mid-January 2022 level. However,

% DESNZ, Monthly and annual prices of road fuels and petroleum products (Table 4.1.1)
7 See the briefing paper Qil prices for more detail
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the value of Sterling has fallen against the Dollar during this time which has
meant the Sterling price of oil increased by 13% over the same period.

3.2 Ofgem data on typical dual fuel bills

Ofgem publishes monthly figures on average bills for different sectors of the
market. These are based on the levels of typical consumption which Ofgem
uses at the time. These have fallen for both gas and electricity as explained

earlier in this briefing. This means that trends in the Ofgem data will be
affected by changes in these assumed levels of consumption over time.

The data in this section covers the period from April 2020 only to reduce the
impact of changes in consumption levels. The data to September 2023 uses
typical annual consumption levels of 2,900 kWh for electricity and

12,000 kWh for gas. The data from October 2023 onwards uses 2,700 kwWh for
electricity and 11,500 kWh for gas. Earlier figures back to 2012 can be found
on Ofgem’s Retail Market Indicators page.

Trends in prices for broad sectors of the market

The following chart compares the cheapest tariff available in the market with
the average standard variable tariff (SVT) for large legacy suppliers, which
has been almost equivalent to the price cap since its introduction in 2019, and
the average price of fixed tariffs. Figures are based on a typical domestic dual
fuel customer paying by direct debit.

The gap between the cheapest tariff and the average SVT fell in late 2021 when prices started

to rise. All prices, including new fixed tariffs, have fallen from July 2023.
Average annual direct debit dual fuel bill for typical levels of consumption at the time, cash prices, Great Britain
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Source: Ofgem, Retail Market Indicators, Prices and Profits
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Dual Fuel: A type of
energy contract
where a customer
takes gas and
electricity from the
same supplier (or
two affiliated
suppliers).
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Recent trends

In 2021, the gap between the average SVT for large legacy suppliers cheapest
available tariff narrowed rapidly. This was because the increase in wholesale
prices meant suppliers could not offer cheaper tariffs. In April 2022, the
average SVT for large legacy suppliers was virtually the same as the price cap
at £1,970. The cheapest tariff of all suppliers was £99 cheaper than the cap at
£1,872. These prices remained the same in the period to September 2022.

Prices jumped in October 2022 to reflect the introduction of the EPG. The
average SVT for large legacy suppliers was the same as the EPG at £2,500,
the cheapest tariff on the market was £125 less. These values remained the
same until April 2023 when the cheapest tariff on the market increased to
£2,450, or £50 below the EPG.

In June 2023, the cheapest tariff on the market decreased to £1,975, or £525
below the EPG. This fall happened before the July 2023 cut in the price cap.
The price of the cheapest tariff on the market has continued to fall since then
with a particularly large fall of around £200 IN February 2024. The average
SVT for large legacy suppliers followed the EPG/price cap has very closely. In
April 2024 it was around £150 more expensive than the cheapest tariff.

The figures from October 2023 are lower for all tariffs shown due to a
combination of the new lower price cap and the cut in assumed consumption
values used by Ofgem to compile this data.

Fixed price tariffs

Fixed tariffs are not covered by the default tariff cap and can provide a useful
indicator of current market conditions -the price suppliers think they can
make a profit at over the next 12 months or longer. Average fixed price tariffs®
were typically priced between the cap and the cheapest tariff on the market
from 2019 to early 2021. They rose to above the price cap in mid-2021 and
increased rapidly during much of 2022.

There is a gap in data between September 2022 and June 2023. Ofgem
stopped publishing these figures as suppliers withdrew new fixed tariffs after
the introduction of the EPG.

The number of new fixed tariffs on offer has increased and data on their
average price is available from June 2023 onwards. The average fixed tariff
price offered at the time has generally been close to the cap for the following
quarter. For instance the May 2024 average fixed tariff was around £1,620 or
£70 below the April to June 2024 cap level of £1,690.

Initially most new fixed tariffs were only available to existing customers and
had limited publicity. More new tariffs were offered in late summer and

%  Simple average of all fixed priced tariffs launched each month.
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autumn 2023 and in May 2024 92% were available to the whole market (not
just existing customers).

Price competition

From late 2021 to early 2023 the narrow gap between the price cap/EPG and
the cheapest tariff showed that most customers could not get a cheaper deal.
Competition in the sector effectively came to a halt even before the Energy
Price Guarantee was introduced. Lower wholesale prices and the fall in the
price cap from July 2023 have led to some return of competition in the market
and, at times, some slightly cheaper fixed price deals. However, given the
volatility in wholesale prices, any return to past levels of competition is likely
to be slow with suppliers opting for a cautious approach to price competition.

Who are the ‘large legacy suppliers?’

The "Big Six" was the name collectively given to the six larger energy companies
who supply most of Britain's gas and electricity. Ofgem now refers to these
companies as ‘Large Legacy Suppliers’. After recent takeovers there are now
five such companies. Each of them generate electricity, and deliver both gas
and electricity to homes and businesses.® They are:

e  Centrica plc (three retail brands: British Gas, Scottish Gas and Nwy
Prydain in England, Scotland and Wales respectively)

e  E.ON UK (which acquired RWE npower in 2020)

e  Scottish and Southern Energy (SSE) now part of Ovo

o  EDF Energy

e  Scottish Power

o of ; . .
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4 Variations in prices

4.1 How do prices vary by supplier and payment
type?

Domestic energy bills vary by supplier and payment method. Large legacy
suppliers tend to have higher tariffs than other suppliers. Direct debit
customers have traditionally been offered the cheapest tariffs, followed by
standard credit and prepayment meters.

Variation by supplier

The following chart shows trends in bills by tariff offered by the large legacy
suppliers and other suppliers. It compares their average standard variable
tariffs (SVTs) with the default tariff cap and the cheapest tariffs available in
the market (including ‘white label’ tariffs)™.

The gap between prices of different suppliers reduced in late 2021, as general

prices increased, and still has not retuned to its earlier levels
Average annual direct debit dual fuel bill for typical levels of consumption at the time, cash prices, Great Britain
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Source: Ofgem, Retail Market Indicators, Prices and Profits

0 Tariffs available with white label suppliers are included in the calculation of the cheapest tariffs.
White label suppliers are organisations without supply licenses that partner with an active licensed
supplier to offer gas and electricity using their own brand.
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Average SVT

From around 2015 the average price of SVTs of other suppliers was marginally
lower than legacy suppliers. In 2021, the gap between the legacy and other
suppliers narrowed rapidly. The average price of large legacy suppliers’ SVTs
has matched the default tariff since its introduction in 2019. Since 2022 the
average SVT for all suppliers (legacy and other) has remained close to the
price cap.

Cheapest tariff

The gap between the cheapest tariff on the market and the price cap (or
legacy supply suppliers’ SVT) gives one indication of how competitive the
market is. The gap between the cheapest tariff on the market and the price
cap was £300 in summer 2021. It fell rapidly to £60 in September 2021. This
was the narrowest differential since Ofgem started publishing this indicator in
2012. The gap increased somewhat during 2022 and early 2023. It has varied
since then with particularly large gaps in June 2023 (£460) and February-
March 2024 (£390) when new cheaper tariffs came in before the falls in the
price cap. These large gaps were short lived; they lasted until the cut in the
price cap came in.

Large legacy suppliers have generally not offered the cheapest tariff in the
market. Between September 2021 and December 2023, the cheapest tariff for
these suppliers was very similar to the price cap. Since then it has been below
the cap, but above the cheapest prices offered by other suppliers.

Variation by payment method

The next chart compares the cheapest available tariffs offered by the large
legacy suppliers (LLS) with the cheapest tariff available in the market by
payment method (direct debit, standard credit and prepayment).
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The gap between the cheapest prepayment tariffs and other payment methods

has fallen. Standard credit tariffs are now the most expensive.
Cheapest dual fuel tariffs by payment method for typical consumption at the time, cash prices, Great
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Source: Ofgem, Retail Market Indicators, Prices and Profits
Customers who pay by direct debit have traditionally been offered the
cheapest tariffs, followed by those who use standard credit and those who
use prepayment meters. Standard credit tariffs became more expensive than
prepayment in early 2017, when the price cap for prepayment customers
came in.

Since July 2023 the price cap has been lower than the EPG for customers
paying by direct debit and standard credit so sets their maximum prices.
These households pay rates capped by the new (lower) price caps. The EPG
mechanism continued to be used until March 2024 for one element of
prepayment customer bills to reduce them to below their price cap level. This
is to meet the Government’s commitment to remove the ‘prepayment
premium’ (see box below).

Removing the ‘prepayment premium’

Households on prepayment meters have for many years paid more on average
than direct debit customers. It costs suppliers more to service their homes -
such as collecting payments or giving out vouchers - and these costs are
charges passed on to consumers.

In the Government’s Spring Budget 2023, it announced that the ‘prepayment
premium’ would be removed to align the costs of prepayment meter
customers and direct debit customers. This was done via a continuing element
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of support through the Energy Price Guarantee which is specific for
prepayment customers. This was taxpayer funded.”

Between June and September 2023, the premium that prepayment customers
pay has been removed by providing a unit rate discount on gas, saving around
£21 per year.

From October 2023 this discount was instead be delivered through a discount
to standing charges, so that low usage customers are also supported, saving
around £40 per year.”

The taxpayer-funded support for prepayment meter customers under the EPG
finishes at the end of March 2024. From April it will be delivered through the
energy price cap system itself. Ofgem has changed the cap methodology to
ensure standing charges for prepayment and direct debit customers are the
same. Unit prices under the cap are already somewhat lower for prepayment
customers. It has done this by adding a ‘levelisation charge’ to direct debit
standing charges. This is just over £10 (after VAT) a year and funds a cut in
standing charges for prepayment meter customers of around £52 a year.”

The cheapest prepayment tariff in May 2024 was around £15 less than the
cheapest standard credit tariff. The cheapest direct debit tariff £93 cheaper
still. Changes to the cap methodology to eliminate the ‘prepayment premium’
only affect maximum prices for standard variable tariffs. Suppliers can still
offer fixed tariff prices which are more expensive for prepayment customers.

The cheapest prepayment tariff offered by the Large Legacy Suppliers (which
are closer to cap/EPG levels) in May 2024 was £27 more expensive than the
cheapest direct debit tariff offered by these suppliers. The cheapest standard
credit tariff was around £80 more expensive.

Monthly data on average bills by payment method and supplier type can
obscure underlying differences. The next chart uses annual data to show
longer term changes in the difference in average bills by payment method.

7 HM Treasury, Spring Budget 2023 (para 4.15)
”  Department for Energy and Net Zero (DESNZ), Energy Price Guarantee, 25 August 2023

”  Ofgem,

ap AD 0 30
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Difference in bills by payment method +£230

Additional annual average bill cost compared to direct debit,

cash terms, gas and electricity combined +£200
Standard credit +£150

/ +£100

/
+£50
0
2010 2012 2014 2016 20Y8 2020 2022
-£50

Source: DESNZ, Annual domestic energy bills,(Tables 2.2.1 & 2.3.1)

The additional cost for ‘typical’ energy consumption”™ was very similar for
prepayment and standard credit customers in the early 2010s. In 2016 it was
around £150 a year. The introduction of the price cap for prepayment
customers in 2017 led to a fall in their relative cost. In 2018 they were around
the same as for direct debit customers, while average standard credit bills
were around £150 higher. Price caps were extended to all payment methods in
2019 and prepayment bills became relatively more expensive again. The large
increase in prices in 2022 resulted in an increase in the absolute size of the
gaps to direct debit bills. This was reversed in 2023.

Since July 2023 the gas and electricity prices under the price cap/EPG support
(for PPM customers) have been lower for prepayment than direct debit (or
standard credit customers. The data in the chart above for 2023 includes
months when the cap was higher for prepayment customers and includes
fixed tariffs which can still be cheaper for direct debit customers. The section
of this paper on removing the 'prepayment premium' looks at measures to
eliminate the price gap between these customers and those paying by direct
debit.

Fixed and variable tariffs

As shown in section 3.2, average fixed price tariffs” were typically priced
between the cap and the cheapest tariff up to early 2021. They increased to
above the price cap in mid-2021 and increased rapidly up to September 2022.
This is because they are not protected by the price cap, and are therefore a
good indicator of current market conditions. After the introduction of the EPG

" This chart uses DESNZ data which assumes annual average consumption of 3,600 kwh and
13,600 kWh for electricity and gas respectively.
s Simple average of all fixed priced tariffs launched each month.
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suppliers withdrew their fixed price tariffs from sale to new customers, these
have become available again from June 2023.

How do prices vary across the country?

The Government publishes average price data for the former regional
electricity company areas across the UK. These all use the same assumptions
about consumption.’ Variations in bills therefore reflect differences in the
prices paid per unit and standing charges. Competition in the sector means
that customers are not restricted in their choice of supplier. This reduces
variation in prices across the country. However, suppliers face different
network costs in different parts of the country, and these will be reflected in
prices paid by consumers.

The table below gives the latest data from DESNZ on regional bills. The total
varied by £224 or around 9%. Average gas prices are not produced for
Northern Ireland where most households use heating oil.

Average gas and electricity bills by region in 2023, £

Typical levels of consumption, direct debit customers

Difference from

Electricity Gas Total UK total average
Merseyside & N Wales 1,353 1,337 2,691 S +£7129
South Scotland 1,353 1,317 2,670 N £708
West Midlands 1,242 1,392 2,633 - +£72
Yorkshire 1222 1,382 2,604 | +£43
South West 1,273 1,326 2,599 . +£37
Southern 1,279 1,319 2,598 . +£36
South Wales 1,274 1,287 2,561 -£1
London 1,267 1,288 2,555 -£7
South East 1,274 1,259 2,533 -£29
North West 1,239 1,281 2,520 -£42
Eastern 1,242 1,275 2,517 E -£45
North Scotland 1,268 1,242 2,510 -£52
North East 1,212 1,294 2,506 -£56
East Midlands 1,199 1,268 2,466 ; -£95
Northern Ireland 1,152
UK/GB 1,254 1,308 2,562

Source: Annual domestic energy bills, DESNZ (Tables 2.2.3 and 2.3.3)

Ofgem and the Government presents data on the price cap and Energy Price
Guarantee (EPG) as an average for Great Britain. However, there are different
regional caps which reflect differences in network costs. Under the July to

6 3,600 kwh for electricity and 13,600 kwh for gas
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September 2024 price cap direct debit prices varied in the following (all prices
include VAT):”

e  Standing charges for gas vary slightly from 30.8 p/day in the Southern region to
32.0 p/day in London.

e Unit costs for gas varied from 5.3 p/kWh in the East Midlands to 5.7 p/kWh in
the South West.

e  Standing charges for electricity varied from 40.8 p/day in London to 71.2 p/day
in the Northern (North East) region.

e Unit costs for electricity vary from 21.2 p/kWh in the Yorkshire region to
23.5 p/kWh in London.

Section 5.3 of this briefing includes a full breakdown of the Q3 2024 price caps
by region, payment method and standing/unit charges.

7 Ofgem, Energy price cap (default tariff): 1July to 30 September 2024 (Final levelised cap rates

model (Annex 9))
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Why did prices increase so rapidly?

Price rises before Russia’s 2022 invasion of Ukraine

Wholesale energy prices increased dramatically from mid-2021, both globally
and in the UK. The UK gas and electricity markets are connected to those in
continental Europe, so price trends are also connected. Gas led the price rise,
but electricity prices have followed as gas is typically the ‘marginal fuel’”®
which means gas generation costs effectively set the wholesale price for
electricity. The prices are causing widespread concern and knock-on impacts
for both domestic and commercial energy consumers.

The wholesale price rise had several causes. The supply of gas did not keep
pace with strong demand growth in 2021 as economies came out of lockdown.
The result was record high gas and electricity prices on European and Asian
markets. In early 2022 the International Energy Agency (IEA) has said that the
“turmoil” in gas markets was:
...causing potentially significant economic impacts. These include multiple negative
effects on power companies, other businesses and industrial sectors, and consumers
- in some cases, resulting in government interventions to limit the damage. ...The
increases in energy prices have also contributed to broader price inflation that is
affecting many economies worldwide. ™

The IEA pointed to several causes behind the inadequate supply. There was a
large increase in liquefied natural gas (LNG) capacity ‘outages’ or disruptions
to supply, both for planned maintenance of facilities and various unplanned
‘outages’. There were also below average levels of gas storage in Europe.
Output in Europe (outside Norway) fell by 10%. Russian production increased
by 10% in 2021 to a record level. However, gas supply from Russia to the EU
fell by 3% due to lower transit flows via Belarus and Ukraine. Russian exports
to Turkey increased by 60% in 2021 and it also exported more gas to China.®

In a January 2022 article the Executive Director of the IEA said the “artificial
tightness” in the European gas market was due to the actions of Russia’s
state-controlled gas supplier:
Russia has reduced its exports to Europe by 25% in the fourth quarter of 2021
compared with the same period in 2020 - and by 22% compared with its 2019 levels.

And this is despite the exceptionally high market prices for natural gas that we have
seen in recent months. &

8 The fuel used for peak load generation which responds to short term changes in demand
” = 2 i ’ isis, IEA 13 January

80

8 IEA 13 January
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European wholesale power prices were driven up in 2022 by higher gas prices,
but were also been increased by lower output from some hydroelectric
sources due to drought and the lower nuclear output from France where
many of its were not operating summer and early autumn due to scheduled
maintenance or to investigate/repair corrosion problems.®

Impact of the conflict in Ukraine

Gas prices in Europe increased by 50% on 24 February 2022, the day Russia
launched its full-scale invasion of Ukraine, to around 11 p/kWh#. Prices
increased by 30% on Asian markets on the same day.® The following chart
show UK spot prices, which reflect prices on the wider European market. Early
March 2022 prices were around ten times their level from a year earlier. They
fell back in April and May 2022, partly due to the falling demand for gas for
heating at that time of the year and a ‘glut’ of gas in the UK market.

UK wholesale spot price for gas in 2022 and 2023
Pence per kwWh
20

16
Russia

invades
Ukraine

12

0
Jan22 Apr22 Jul22 Oct22 Jan23 Apr23 Jul23 Oct23 Jan24 Apr24 Jul24

Source: nationalgrid.com Prevailing View tool (system average price)

The prices in the chart above are spot prices for immediate delivery. Forward
prices, which feed into the calculations for the price cap, did not show the
same downward trend in April and May 2022.% Spot prices increased again
from June 2022, setting new record highs in late August 2022, as concerns
increased about disruption to supply from Russia. They fell back substantially
in October and November 2022 to pre-invasion levels. This was due to a
combination of factors: Storage facilities on the continent were nearly full,

¥ France24, France to restart all nuclear reactors by winter amid energy crunch (2 September 2022)

8 $44 per million therms

8 |EA, Gas Market and Russian Supply (accessed 4 March 2022)
% Sky News, The surreal, but also real, problem of Britain's gas glut (17 May 2022)
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warm autumn weather reduced demand and there were ample supplies of
liquefied natural gas (LNG) arriving in tankers at various facilities.

There was a sharp spike in prices in early December 2022 due to sustained
cold weather in the UK and much of the rest of Europe. Warmer weather in
late December and January, along relatively high levels of storage in Europe,
helped prices fall back again. They continued falling gradually for the first
half of 2023, before increasing somewhat in summer and autumn 2023. Prices
were also more volatile in autumn 2023 due to a variety of international
factors including damage to the Finnish Balticonnector gas pipeline, the
Israel-Hamas war and strikes at Australian LNG facilities.

Prices fell between late November 2023 and February 2024, but have
gradually increased since then. They were between 2.5 and 3.5 pence per kwWh
from mid-April 2024 onwards.

There is a substantial time lag before changes to wholesale prices feed

through to consumer prices. The briefing Gas and electricity prices during the
‘energy crisis’ and beyond looks at the reasons for this.

The increase in gas prices in June and July 2022 caused the original Q4 2022
price cap level to be set at an especially high level; 80% higher than the
previous cap. Under the Energy Price Guarantee (EPG) the Government paid
suppliers the difference between the EPG price and what they would otherwise
have charged.® This meant that increases in wholesale costs were not a risk
to suppliers or households, but increased public expenditure.

Prices for non-domestic consumers were not previously capped and were
therefore more volatile. Details of the Government’s Energy Bill Relief Scheme
for non-domestic consumers were published on 21 September 2022.% This
scheme which lasted for six months effectively capped the wholesale element
of prices for customers on fixed term contracts and provided a capped
discount to customers on variable contracts. More details can be found in the

government guidance: Energy Bill Relief Scheme: help for businesses and
other non-domestic customers.

A new support scheme for non-domestic customers, the Energy Bills Discount
Scheme, stared in April 2023 and lasted for 12 months.

What costs make up the price cap?

This section looks at Ofgem data on the cost components of the price cap. It
covers all price cap periods including the caps which were not implemented
because they were above the EPG level.

Ofgem sets the price cap using its own estimates of the different costs that
suppliers will face in the upcoming price cap period. These mainly consist of

% In effect the headlme difference between the cap and the £2,500 EPG level
8 BEIS, B : esse o
(21 September 2021)
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the wholesale cost of gas and electricity, network costs, supplier operating
costs and the costs of government policy which are passed on to customers. It
adds an element for supplier profit (Earning Before Interest and Taxation or
EBIT) which is currently makes up just over 2.3% of revenue. Finally VAT is
added at 5%.

The cap sets maximum prices for a unit of energy and standing charges. It
does not cap maximum annual bills. These capped unit prices for gas and
electricity are multiplied by typical consumption levels and added to standing
charges to arrive at the illustrative annual amount.

The following chart shows the cost elements that Ofgem has used to set the
default tariff cap since it was introduced. These should be seen as their best
estimates of the costs that suppliers will face in the next cap period. The chart
uses the lower ‘typical’ consumption figures introduced in October 2023
throughout (as with other charts in this briefing on the price cap).

Cost components of the default price cap
Annual bill equivalent for new typical levels of consumption, direct debit dual fuel customers
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Wholesale
energy
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Source: Ofgem, ex 9), 24 May 2024

The increase in wholesale energy costs was clearly the main cause of the
large increases in the cap in summer 2022 (April to September) and
afterwards. Subsequent falls in wholesale prices have driven the falls in the
cap seen later on in 2023 and in the second quarter of 2024. More detail on
this and some of the other cost elements are given in the following sections.

Wholesale energy costs

Ofgem has said that record gas prices and the knock-on effect on electricity
prices were largely responsible for the size of the increases in the summer
2022 and subsequent price caps.
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Composition of the wholesale cost allowance

The wholesale cost allowance of the price cap is largely made up of the cost
energy suppliers pay for gas and electricity on the wholesale market. It also
includes other ‘direct fuel costs’ which are not picked up in the price paid
months ahead on the forward market, transaction costs and electricity
losses. The other elements of the wholesale cost allowance are

backwardation,® Contracts for Difference and the Capacity Market.

The costs of backwardation were particularly high between when this element
was introduced (October 2022) and June 2023, but customers were protected
from this increase by the Energy Price Guarantee. Falling prices meant
backwardation cut the October to December 2023 price cap. Overall the cost
of buying gas and electricity made up 99% of the wholesale cost allowance of
the April to June 2024 cap.®

Wholesale prices

Daily spot prices on the wholesale market are highly volatile. To protect
themselves from variations in prices, energy suppliers can ‘hedge’ their
energy purchasing through forward-looking contracts. This means that rather
than buying gas or electricity on the spot market for immediate delivery and
being exposed to whatever the price may be, suppliers access the market
continually, buying some energy up to years in advance. This ‘hedging’ means
suppliers are less exposed to market fluctuations.

Ofgem analyses forward-looking energy contracts that suppliers purchase for
gas and electricity. These feed through into the cap for the following period.
For instance, the contracts which Ofgem looked at for the Q3 2024 cap were
agreed between mid-February and mid-May 2024 for delivery in the second
half of 2024 and first half of 2025.%° It is therefore longer term changes in
prices, averaged over three-month observation periods, which determine the
wholesale cost element of the price cap.

The price of gas in these contracts are shown in the following charts
alongside the daily spot price.® While the forward prices are less volatile than
spot price, they still increased to record levels in summer 2022. Falls in the
spot price of gas in autumn 2022 were not matched by falls in the forward
price. However, forward prices have been much closer to spot prices in 2023.

8 Where the costs paid by suppliers is greater than the price they can charge customers under the
cap. This cost arises when prices are increasing because the period of the cap is shorter than the
period of forward prlces used to set the level of cap.

8 Ofgem,
(Annex2)), 23 February 2024

%  Ofgem, [
February 2024

9 These are indicative values published by Ofgem. It does not publish the actual values it uses which
are said to be ‘proprietary’
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Wholesale gas prices increased rapidly in the year to summer 2022 and have

fallen since then to levels below those seen in late 2021
Pence per kWh
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Forward electricty prices fell during much of 2023 and early 2024, but in May

2024 were still around 50% higher than their early 2021 levels
Pence per kWh. Weekly average of forward delivery contracts
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The wholesale cost element of the cap®® increased from £520 per ‘typical’ dual
fuel customer’ in the winter 2021/22 cap to £1,019 in the summer 2022 cap. It
increased in both the next two caps reaching a peak of £2,965 in the Q12023
cap. It has fallen in most of the later caps and was £613 in the Q3 2024 cap.®
None of the three caps between October 2022 and June 2023 were
implemented as prices are set by the EPG which was at a lower level.

Network costs

Network costs are intended to cover the costs that suppliers must pay for use
of the transmission and distribution networks for gas and electricity.
However, the caps in 2022-23 and 2023-24 also included an additional charge
to cover ‘Supplier of Last Resort’ levy costs faced by suppliers who have taken
on customers from the many smaller suppliers that have gone out of business
in recent months. This element of network costs made up £68 of the summer
2022 cap, £61 of the Q4 2022 and Q12023 caps and £19 of the caps in 2023-24.
In effect, these were indirect costs of higher wholesale prices that customers
have to pay.

Overall network costs in the cap increased by 40% from £254 in winter
2021/22 to £356 in the summer 2022 cap. They subsequently increased to £381
in the Q4 2023 and Q1 2024 caps, before falling to £363 in Q3 2024.°%*

Policy costs

Policy costs, which are additional costs for consumers because of
Government policies, made up £188 or 12% of the Q3 2024 cap. Ofgem has
excluded the costs of Contracts for Difference from policy costs in recent cap
breakdowns. This support scheme reduced the caps from Q4 2022 to Q2 2023
as it repaid money back to suppliers overall.

Policy costs cover the following policies:

e Renewables Obligation: supports large scale renewable generation, paid

on electricity bills

o  Feed-in Tariff: supports small scale renewable generation, paid on
electricity bills

e  Contracts for Difference: (CfD) supports large scale low carbon
generation, paid on electricity bills

e  Energy Company Obligation (ECO): supports energy efficiency measures
for fuel poor/vulnerable households, paid on gas and electricity bills

e  Warm Homes Discount: provides a discount to vulnerable households,
paid on gas and electricity bills

o  Assistance for Areas with High Electricity Distribution Costs: paid on

electricity bills

% For the new lower TDCVs of 11,500 kwh for gas and 2,700 kwh for electricity

% Ofgem, Energy price cap leve ily to 30 September 2024, Final levelise
9), 24 May 2024

9 Ofgem, Energy price
9), 24 May 2024
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Policy costs make
up 17.3% and 6.1%
of the Q3 2024
electricity and gas
price caps
respectively.
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e  Green Gas Support Scheme and Green Gas Levy: funds the Green Gas
Support Scheme, paid on gas bills

The largest element of this is the Renewables Obligation which adds around
£86 to the cap in 2024-25. The ECO scheme is next largest at around £58 per
typical customer in 2024-25.%

The overall fall in broader policy costs from summer 2021 was due to a fall in
the costs of CfD. These fell from just under £21 per customer in the winter
2021/22 cap to nearly zero in the summer 2022 cap and were negative in the
following three quarterly caps. This fall was because higher wholesale
electricity prices meant few if any generators were due top-up payments
under this scheme in summer 2022 and they were expected to make payments
back to electricity supplier from Q4 2022.°¢ ¢

Lower wholesale electricity prices which have fed into cap calculations from
the second half of 2023 meant that the CfD scheme returned to costing
customers overall. It added £9 (for typical annual consumption) to the Q3
2023 cap and has increased in each subsequent cap to £37 in Q2 2024.°

Policy costs (excluding CfD repayments) make up 17.3% of the Q3 2024 price
cap for electricity, 6.1% for gas and 12.0% for a dual fuel bill with the new
lower typical consumption levels.*®

The government said that from 1 October 2022 policy costs would temporarily
be shifted from energy suppliers to the Government as part of the Energy
Price Guarantee.'® This effectively ended in July 2023 when the Energy Price
Guarantee was no longer needed.

Supplier profit margins

The revised cap methodology allows for an operating profit or Earnings Before
Interest and Taxation (EBIT) for suppliers of £19.75 per dual fuel customer per
year plus 1.4% of revenue. This added £38 per household to the Q3 2024 cap
level before VAT.

This does not mean that suppliers will earn this rate of return. Their actual
profit depends on the actual costs they face. Ofgem assumes that an
‘efficient’ supplier would be able to make returns of this scale. The regulator’s
data on profit margins (which now only includes three suppliers) showed that

% ECO figure includes the costs of the Great British Insulation Scheme. Ofgem, Energy price cap levels

1 April to 30 June 2024. Policy cost allowance methodology (Annex 4), 23 February 2024
% Ofgem, Energy price cap (default tariff): 1 October to 31 December 2023 (Annex 4 - Policy cost

allowance methodology v1.17)

% The Library briefing Support for low carbon power (April 2020) explains payments under the
Contracts for Difference scheme.

% Ofgem, Energy price cap levels1July to 30 September 2024. Wholesale cost allowance
mﬁlhgdplogy_(Anﬂgxi) 24 Moy 2024

% Ofgem, Ene
9), 24 May 2024

190 BEIS, Energy bills support factsheet: 8 September 2022 (Updated 21 September)
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https://www.ofgem.gov.uk/energy-policy-and-regulation/policy-and-regulatory-programmes/energy-price-cap-default-tariff-policy/energy-price-cap-default-tariff-levels
https://www.ofgem.gov.uk/energy-policy-and-regulation/policy-and-regulatory-programmes/energy-price-cap-default-tariff-policy/energy-price-cap-default-tariff-levels
https://www.gov.uk/government/publications/energy-bills-support/energy-bills-support-factsheet-8-september-2022
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only one of the large legacy suppliers (British Gas) made a profit on domestic
energy supply in either 2019, 2020 or 2021.™

However, some supply companies also have electricity generation businesses
which have generally performed better and benefited from high wholesale
prices, with some particularly high profit margins in 2020 and later years.™

As the pre-October 2023 EBIT allowance of the cap was a percentage of the
total it would have increased substantially in absolute terms in 2022 and early
2023. This continued under the EPG as the Government paid suppliers the
difference between the Energy Price Guarantee and the price cap from
October 2022 to June 2023. The changes to the cap methodology in October
2022 could also have helped improve supplier profitability.

So far four of the five large legacy suppliers have announced profits for the
first half of 2023, all showed substantial increases:

e British Gas Energy had operating profits in the first half of 2023 of
£969 million, up from £98 million in the first half of 2022.' Their
operating profit for the whole of 2023 was £751 million, up from £72
million in 2022.7%

e E.ON reported profits on its UK energy supply business of €839 million
in the first half of 2023, up from €352 million in the first half of 2022.1%

e Scottish Power reported operating profits of £599 million on its energy
supply business in the first half of 2023, compared with a loss of
£51 million in the first half of 2022.¢

e EDF reported an increase in their operating profits in the UK (which
includes their generation and supply operations) from €298 million in
the first half of 2022 to €1,893 million in the first half of 2023.”

The section of this paper on changes to the cap methodology looks at the

impact of Ofgem’s changes to the EBIT allowance of the cap.

" Retail market indicators (Pre-tax supply margins of the large legacy suppliers), Ofgem. This
excludes OVO and E.On in 2021 as neither had a generation license so are not legally required to
submit a Consolidated Segmental Statement to Ofgem which includes this data. British Gas also
made a profit on its energy supply business in 2022.

%2 wWholesale market indicators (Large suppliers: Electricity generation profitability by technology
type), Ofgem

18 Centrica, Centrica plc Interim Results for the six months ended 30 June 2023

194 Centrica, 2023 preliminary results announcement

15 E.ON,_E.ON Interim Report 1/2023

196 Scottish Power UK plc, Interim financial statements for the sixth months ended 30 June 2023 (PDF)

97 EDF, Half-year Financial Report at 30 June 2023 (page 14).
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Lower prices mean
the Energy Profits
Levy is expected to
substantially less
than half the original
estimate
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‘Excess profits’ and measures to limit these or redistribute the proceeds

Record high power prices in late 2021 and much of 2022 suggest that profits
on generation would remain high or increase, particularly for some
renewables'® and nuclear power.

The windfall tax on the UK oil and gas sector, the ‘Energy Profits Levy’ (EPL)
was in announced in May 2022 and increased and its duration extended in the
Autumn Statement 2022. The revised EPL will be levied at 35% of profits with a
‘super deduction’ relief on investment. This, taken with other allowances,
works out at of around 91% for standard investment increasing to 109% for
‘decarbonisation’ investment.’® The Treasury estimated at the time that it
would raise £42 billion over six years.

The EPL does not cover electricity generators. Autumn Statement 2022
introduced a new temporary Electricity Generator Levy. This will be set at
45% of profits on electricity sold at over £75/MWh and introduced at the start
of 2023. The Treasury expected at the time it would raise £14 billion up to
2028.™ The amount it actual raises will depend on electricity prices in the
same way that EPL revenue depends on oil/gas prices and company
investment behaviour. The Electricity Generator Levy replaces the proposed
Cost Plus Revenue Limit which was included in the Energy Prices Act.™

The latest Estimates from the Office of Budget Responsibility are that the
Energy Profits Levy will raise £16.8 billion over seven years; substantially less
than the Government’s forecast from the Autumn Statement 2022. The
Electricity Generator Levy is expected to raise £4.3 billion over six years to
2028-29, also less than half the Government’s original estimate.™

When the Government introduced the Energy Price Guarantee they also
announced measures to reduce the costs of energy over time. One of these
was a new Energy Supply Taskforce which was said to have:™

...begun negotiations with domestic and international suppliers to agree long-
term contracts that reduce the price they charge for energy and increase the
security of its supply. The government will negotiate with renewable producers
to reduce the prices they charge as well.

% Renewable generators supported by the Contracts for Difference scheme repay any revenues above
their agreed ‘strike’ price for generation, so their net income is not affected by record power prices.

1% HM Treasury, Energy Taxes Factsheet (17 November 2022)
"0 HM Treasury, Energy Taxes Factsheet (17 November 2022)
™ The Library briefing Energy Prices Bill 2022-23 gives more details.
" OBR, Economic and fiscal outlook - March 2024 (Table A.5)

" BEIS, Energy bills support factsheet: 8 September 2022 (Updated 21 September 2022)

49 Commons Library Research Briefing, 8 July 2024


https://www.gov.uk/government/publications/autumn-statement-2022-energy-taxes-factsheet/energy-taxes-factsheet
https://www.gov.uk/government/publications/autumn-statement-2022-energy-taxes-factsheet/energy-taxes-factsheet
https://commonslibrary.parliament.uk/research-briefings/cbp-9642/
https://obr.uk/efo/economic-and-fiscal-outlook-march-2024/
https://www.gov.uk/government/publications/energy-bills-support/energy-bills-support-factsheet-8-september-2022

5.2
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Price cap unit costs and standing charges by
region and payment type

Maximum standing charges under the cap in Q3 2024 are higher for standard
credit (quarterly bill) customers. This is intended to reflect the higher costs of
suppliers face for these customers. They also face higher costs for
prepayment customers, but the cap for these customers has been reduced.
This is ‘funded’ through a charge added to the standing charges of direct

debit customers. More detail is given earlier in this paper. Gas standing
charges are very similar in each region.

There are some large variations in standing charges for electricity. These are
almost all due to differences in network charges. The distribution network
companies introduced a new system of charges from April 2022 which
implemented changes from Ofgem’s Targeted Charging Review. It is this new
system of charges which has resulted in the large variation in standing
charges in the recent price caps period.

Variations in electricity standing charges are reduced by differences in unit
costs in most regions and the annual bills for typical levels of consumption
varied by less than standing charges, around 11%, across the country.
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Standing charges, unit costs and annual bills under the energy price cap

(July to September 2024) by energy supply region

Including VAT
Standing charge Unit cost Annual bill for typical
(pence per day) (pence per kWh) consumption (£ per year)
Direct Standard Direct Standard Direct Standard

debit credit PPM debit credit PPM debit credit PPM

Electricity -single rate meter

Eastern 49.9 55.6 49.9 23.1 24.3 22.3 806 859 785
East Midlands 56.0 61.8 56.0 21.6 22.8 20.9 789 841 768
London 40.8 45.1 40.8 23.5 24.8 22.8 784 833 763
N Wales and Mersey 67.1 72.8 67.1 23.2 24.4 22.5 872 926 851
Midlands 62.7 68.7 62.7 21.7 22.8 20.9 815 867 794
Northern 71.2 77.6 71.2 21.3 22.4 20.5 835 888 814
North West 51.2 56.4 51.2 22.6 23.8 21.8 797 848 776
Southern 63.4 69.8 63.4 22.5 23.7 21.7 839 894 818
South East 56.9 63.0 56.9 23.1 24.3 224 832 887 811
South Wales 63.3 69.0 63.3 224 235 21.6 835 888 814
Southern Western 67.2 73.7 67.2 22.1 233 21.3 842 897 821
Yorkshire 67.5 73.6 67.5 21.2 22.3 20.5 819 872 798
Southern Scotland 63.3 69.0 63.3 21.8 23.0 21.1 820 872 800
Northern Scotland 61.1 66.9 61.1 22.9 24.1 22.1 841 895 820
GB average 60.1 65.9 60.1 224 235 21.6 823 876 802
Gas

Eastern 31.0 35.2 31.0 5.4 5.7 5.2 734 782 713
East Midlands 31.1 35.3 31.1 53 5.6 5.1 727 775 703
London 32.0 35.2 32.0 5.5 5.8 53 755 800 730
N Wales and Mersey 31.9 35.2 31.9 5.5 5.7 5.2 743 788 714
Midlands 31.4 35.2 31.4 5.4 5.7 5.2 740 787 713
Northern 31.6 35.2 31.6 5.5 5.8 5.3 744 790 720
North West 31.6 35.2 31.6 5.4 5.7 5.1 736 782 707
Southern 30.8 35.2 30.8 5.6 5.9 5.4 752 801 729
South East 30.9 35.2 30.9 5.4 5.7 5.2 735 783 708
South Wales 31.7 35.2 31.7 5.7 6.0 5.4 770 817 741
Southern Western 31.0 35.2 31.0 5.8 6.1 5.6 776 826 758
Yorkshire 31.5 35.2 31.5 5.5 5.7 5.2 742 789 717
Southern Scotland 31.7 35.2 31.7 5.4 5.7 5.2 736 782 709
Northern Scotland 31.6 35.2 31.6 5.4 5.7 5.2 736 782 709
GB average 31.4 35.2 314 5.5 5.8 5.3 745 792 720
Notes:

PPM = Prepayment meter
Typical consumption is assumed to be 2,700 kWh for electricity and 11,500 kWh for gas

Source: Ofgem, Energ

, 24 May 2024
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How much do people actually spend on
energy?

The price data in sections 2-4 converts average unit costs of energy and daily
standard charges to equivalent annual bills using ‘typical’ levels of
consumption. These assumptions remain the same for the whole period in
question, so trends reflect changes in prices and are not affected by changes
in consumption.

The official statistics produced by DESNZ assume 13,600 kWh of gas and
3,600 kWh of electricity™ is ‘typical’. These use mean consumption levels,
unlike Ofgem’s (lower) assumptions which use median consumption. The
DESNZ averages have been revised at points over time, based on a review of
the available evidence, most recently in May 2020.™

Ofgem uses lower annual consumption levels for its definition of ‘typical’:
currently 2,700 kWh for electricity and 11,500 kWh for gas. These figures were
last revised in 2023 and are based on median consumption values in 2019 and
2021, not the pandemic-affect data for 2020.™ They use the median because
it is more representative of what is typical. A mean average figure would be
increased by the small numbers of consumers who use very large amounts of
energy. The median is the value that half of consumers use less than and half
of customers use more than.

Domestic energy consumption fell sharply in 2022 and 2023,™ so current
levels of consumption are already below these new levels and well below
those used in official data produced by DESNZ.

The choice of ‘typical’ consumption levels does not have a major impact on
relative trends in bills, but will affect their absolute level and data on changes
expressed in pounds per year.

DESNZ publishes data on average bills based on what the actual mean
average consumption was in each individual year. This is affected by unit
prices, but also changes in energy usage. Consumption levels are affected by
a range of factors including the temperature, the size and energy efficiency of
the home and the size of the household.

Mean average gas consumption for households with a gas meter has fallen
from over 18,000 kWh in the early 2000s to 12-13,000 kWh in each year from

" Standard electnmty use, not multi-rate torlffs such as Economy 7

" BEIS, R
Melhpﬁoiogml_nme (pdf)

"6 ofgem, wmmmmmmmmmmm (25 May 2023)

7 See section 1.3 of Gas and ele

52 Commons Library Research Briefing, 8 July 2024


https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/886473/annual-domestic-gas-electricity-consumption-levels-review-methodology-note.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/886473/annual-domestic-gas-electricity-consumption-levels-review-methodology-note.pdf
https://www.ofgem.gov.uk/publications/decision-typical-domestic-consumption-values-2023
https://researchbriefings.files.parliament.uk/documents/CBP-9714/CBP-9714.pdf#page=16

Mean average gas
consumption has
fallen by half since
2004. Average
electricity
consumption is
down by one-third
since 2008.
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2014 to 2021 and then to 10,300 kWh in 2022 and 9,400 kWh in 2023. The fall
from the 2004 peak to 2023 was 49% or 50% when temperature adjusted. ™

Mean electricity consumption increased from just below 4,000 kWh in the
early 2000s to around 4,300 kWh at the end of the decade. It gradually fell in
the 2010s and was 3,500 kWh in 2021 before falling rapidly to around

3,100 kWh in 2022 and 3,000 kWh in 2023. The fall from the 2008 peak to 2023
was 32% for both the headline and temperature adjusted figures. ™

The following chart shows average bills in 2022 prices based on actual
average consumption. This gives a longer time series than earlier data on
average bills. Average gas bills for mean average consumption more than
doubled in real terms between 2002 and 2014. Between 2014 and 2021 they
fell by 27% (around £240 in 2023 prices), before increasing by 86% in 2022
(£525) and 8% in 2023 (£100).

There was less change in average electricity consumption during most of this
this period. Average electricity bills for mean average consumption increased
by almost 70% in real terms between 2002 and 2008. They varied in the £750-
800 range (2023 prices) between 2009 and 2020. In 2022 the increases in the
unit prices of electricity were offset to some extent by lower levels of
consumption per household. Average bills increased by 26%, or around £225
in 2023 prices. In 2023 the real increase in prices was balanced by the cut in
consumption.

Average gas and electricity bills in real terms based on actual (mean) consumption

UK, £ per year, 2023 prices

2002 2004 2006

£1,200

£1,000

£800
Electricity
£600
£400

£200

£0
2008 2010 2012 2014 2016 2018 2020 2022

Source: DESNZ, Annual domestic energy bills (Tables 2.2.5 and 2.3.5)

"8 DESNZ, Annual domestic energy bills (Table 2.3.5)
" DESNZ, Annual domestic energy bills (Table 2.2.5)
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6.1 How does spending on energy vary by income?

The charts below show that spending on energy™° increases with income,
from around £23 per week in 2021-22 among the 10% of households with the
lowest incomes™ (decile 1) to £32 per week among the 10% with the highest
incomes (decile 10). However, spending on energy varies less by income
than any other spending category.” This is reflected in the right hand chart
where spending on energy is shown as a share of total expenditure. It was
much higher in lower income groups; 7.4% in decile 1 and 6.9% in decile 2
compared to just 3.5% in decile 10. This data covers the year before the 54%
increase in the price cap in April 2022.

Average weekly expenditure on domestic energy by income group, 2020-21
Income deciles (10% groups)

£ per week % of total expenditure
30 8%
6%
20
4%
10
2%
0 0%
12 3 4 5 6 7 8 9 10 1 2 3 4 5 6 7 8 9 10
(lowest) (highest) (lowest) (highest)

Source: ONS, Eamily spending in the UK: April 2021 to March 2022 (Table 3.1E)

Spending on energy to heat and power a home is, to a large extent, not
discretionary. There is a limit to the amount a household can do to cut their
costs while adequately heating their home, without substantial improvements
in the energy efficiency of their property. Sharp increases in energy prices in
2022 and 2023 metn that all households would have needed to spend more on
energy. These price rises would have had a disproportionate impact on
lower income households as any given increase in prices will take up a
greater share of their (smaller) family budgets. These households will also
have less scope to shift patterns of spending from ‘discretionary’ items to
essentials like heating.

20 Electricity, gas and other fuels
2 Household expenditure is broken down by equivalised disposable income deciles
2 ONS,_The rising cost of living and its impact on individuals in Great Britain: Novembe

2092 (April 2022)
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There was increasing concern during the energy crisis that some households
would be forced by rising prices to simply stop heating their homes at times
or to not keep them warm enough, with negative impacts on their health and
wellbeing. These are some of the worst effects of fuel poverty. There is
evidence that customers on prepayment meters (generally poorer and
repaying a debt to their supplier) were already self-disconnecting or self-
rationing in 2019. Ofgem defines self-disconnection and self-rationing as:

Self-disconnection happens when a consumer with a prepayment meter does
not have enough money to top-up their meter and their meter cuts out, or
when they do not realise that credit on the meter is running out. Closely
associated with self-disconnection is self-rationing. This is when a customer
deliberately limits their energy use to spend money in other essential areas.
Self-rationing can also refer to restricting spending in other essential areas in
order to pay for energy.

The number of smart prepayment meter customers in Great Britain who self-
disconnected their electricity at least once for a period of more than three
hours increased from around 165,000 in Q4 2021 to 367,000 in Q2 2023; a
122% increase. The number who self-disconnected their of smart gas
prepayment meter at least once for more than three hours increased from
193,000 in Q4 2021 to 474,000 in Q4 2022; an increase of 146%." Gas self-
connections follow a stronger seasonal pattern and despite a fall in Q2 2023,
numbers were still 43% higher than in Q2 2022.These data cover around half
of the 4 million customers who have prepayment meters.

The briefing paper Euel Poverty in the UK looks at how fuel poverty varies
across the UK, how it has changed over time and measures to reduce it.

3 Ofgem, Numbe lome
(updated September 2023).
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7 How do gas and electricity prices vary
across Europe?

The latest comprehensive data on energy prices in the EU is for the second
half of 2023. This is summarised below.

In the second half of 2023 UK electricity prices for domestic consumers higher

than in any EU country, gas prices were the ninth cheapest out of the EU +UK
€/kwh for medium users including taxes and levies

Gas Electricity
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Note: There are no gas price data for Finland, Malta or Cyprus

Sources: Eurostat, Electricity price statistics & Natural gas price statistics; DESNZ, International domestic energy prices (Tables 5.6.2 &
5.10.2)
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UK domestic gas prices in the second half of 2023 were below those in eight
EU countries. UK electricity prices were higher than all 27 EU states. This is the
first time ever, on a series going back to 1998, that the UK had higher
electricity prices than anywhere in the EU. In the early 200s domestic
electricity prices were the second lowest in the (then) EU 15.™*

The drop in gas prices in the two years to the second half of 2023 was 79% in
the UK compared to 44% on average for the EU. UK electricity prices rose by
78% in the same period, substantially faster than the 20% increase average
for the EU and faster than in any EU state.™

This data includes taxes (such as VAT) and levies on prices. There are a wide
range of levies on energy costs across the EU and UK. Some countries use
these to pay for energy-related policies. Others fund these policies from
general taxation. This means that consumers in some countries may face
lower energy prices, but ‘pay’ for this through higher taxes and vice versa.

Similarly, support for households may be delivered through controls on prices
or through cash transfers (such as the Warm Home Discount) which do not
show up in price statistics. Comparisons based on headline prices alone
therefore do not take in the full potential range of such costs.

In the second half of 2023 of taxes and levies made up 22% of household
electricity and 21% of household gas prices on average across the EU.™ Rates
varies substantially between different members, with some having negative
taxes (before VAT). In the UK taxes and levies made up 26% of electricity and
14% of gas bills.™

Changes to prices since 2021

There is a lag before the data on average bills is published which means that,
at certain times in the year, it can be almost a year out of date. The OECD
publishes inflation (Consumer Price Index) data which is much more up to
date. This covers changes in domestic prices for electricity, gas and other
fuels in a single index. It is a weighted average of price changes for all these
fuels, depending on how important they are in each country. These indices tell
us how much prices have changed in different countries compared to a base
month/year. They do not tell us anything about how energy prices vary across
these countries, only how they have changed from their (different) starting
points).

The following chart looks at how domestic energy prices have changed in
European countries since the start of 2021. Indices for the UK, France and
Germany are highlighted. All other countries are shown in grey. Energy prices
started to increase in many European countries in the second half of 2021. The

% DESNZ, International domestic energy prices (Table 5.6.2 )

' Eurostat, Electricity price statistics & Natural gas price statistics; DESNZ, International domestic
energy prices (Tables 5.6.2 & 5.10.2)

%6 Eurostat, Electricity price statistics and Natural gas price statistics

77 DESNZ, International domestic energy prices (Tables 5.6.2 & 5.10.2)
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jumps in prices in the UK show changes in the energy price cap. Up to March
2022 price rises in the UK were smaller than in many other countries. The April
2022 increase in the cap meant price rises (since January 2021) were larger in
the UK than all but two other countries. The increase in prices under the
Energy Price Guarantee in October 2022 took UK prices to more than double
their January 2021 level. There were larger increases in some other countries,
but these were generally reversed in late 2022/early 2023, while prices
remained broadly constant in the UK up to June 2023.

Despite cuts in the cap from summer 2023 UK energy prices increases since
January 2021 were still larger than those in most other European countries.
The April 2024 cut left UK prices 66% above their January 2021 level. Only
Czechia and Estonia had substantially larger price increases over this. France
and Germany both had increases of around 50%.

UK domestic energy prices increased faster than in many other European

countries in 2022 and fell later in 2023
Index of CPI values for 'Electricity, gas and other fuels', OECD Europe countries. January 2021=100
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Source: OECD data explorer, Consumer price indices

Value of energy support measures

The rapid increase in energy prices from summer 2021 led many EU states to
introduce policies to protect consumers. The Bruegal article/datasets
National fiscal policy responses to the energy crises looks at the total amount
the governments in the EU, UK and Norway have spent to protect consumers
from rising energy costs, what broad types of policies they have introduced
and detailed descriptions of measures in each country.
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In March 2023 the Office for Budget Responsibility looked at 2022 and 2023
spending on energy support packages across Europe. They found that the
cost over the two years was expected to be 4.4%™® of GDP in the UK, well
above the average for the rest of Europe of 2.6%. The UK had the 7*" highest
figure behind Greece, Malta, Slovakia, Serbia, Austria and Italy. One reason
for the UK’s relatively high figure was said to be its reliance on natural gas.™

% This uses IMF data on costs of support packages to ensure comparability across Europe. It includes
some spending that the OBR did not deem energy support in their own analysis, such as the cost of
abolishing the health and social care levy. The OBR analysis for the UK (alone) gives a lower gross
figure of 3.1% of GDP or 1.5% after lifetime proceeds from windfall taxes are netted off.

' OBR, Economic and Fiscal Outlook March 2023 (Box 3.1)
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Domestic energy prices

Reference table

Average UK domestic gas and electricity bills for 'standard’ consumption

£ per year

Gas (13,600 kWh per year) Electricity (3,600 kWh per year)
Standard Standard

Direct debit credit Prepayment All  Direct debit credit Prepayment All
Cash prices
2010 503 541 541 520 431 470 481 451
2011 551 594 589 569 469 509 517 489
2012 610 664 655 632 497 539 541 516
2013 644 705 697 670 531 574 577 550
2014 661 731 728 691 542 589 593 564
2015 624 698 699 655 531 585 588 555
2016 564 646 654 597 533 595 594 558
2017 561 638 582 581 576 642 592 593
2018 580 659 571 593 628 695 621 641
2019 591 659 634 610 682 753 699 698
2020 558 639 620 581 688 755 721 705
2021 550 601 587 564 754 821 779 769
2022 1,086 1,266 1,217 1,134 1,151 1,226 1,122 1,160
2023 1,273 1,383 1,325 1,304 1,267 1,325 1,247 1,274
2023 prices
2010 718 772 772 742 616 670 687 644
2011 757 816 809 782 645 699 710 672
2012 817 889 877 847 666 722 725 692
2013 843 923 913 877 695 751 755 721
2014 853 944 940 892 700 761 765 728
2015 802 898 899 842 683 753 756 714
2016 718 823 833 760 678 758 756 711
2017 696 792 722 721 715 797 735 737
2018 704 800 693 719 762 844 754 777
2019 705 786 756 728 814 898 834 833
2020 659 755 732 686 812 892 851 833
2021 634 693 676 650 869 946 898 886
2022 1,159 1,351 1,299 1,210 1,229 1,309 1,197 1,238
2023 1,273 1,383 1,325 1,304 1,267 1,325 1,247 1,274

Note: Prices adjusted to 2023 values using the all-items CPIH

Sources: DESNZ, Annual domestic energy bills, (Tables 2.2.1 and 2.3.1); ONS, CPIH Index 00
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