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UK Energy Challenge 

Ensuring secure supplies 

Tackling climate 
change 

Maintaining affordability 
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Cost effective decarbonisation 

1444444 

“Successfully deploying carbon 

capture and storage would be a 

huge economic prize for the UK in 

its low carbon transition, cutting the 

annual cost of meeting our carbon 

targets by up to 1% of GDP by 

2050” 
 - ETI / Ecofin 2012    

2030 2050 

40GW 
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CCS  
Projections 
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UK CCS Programme 

CCS 
Commercialisation 

Programme 

R&D and  

Innovation 

Electricity 
Market Reform 

 Intervention to 
address key 

barriers 

International 
Collaboration 
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Electricity Market Reform (EMR) 

• Long-term contracts that 
reflect the value of low 

carbon generation 
 

• Feed-in Tariff Contract for 
Difference  
 

• A proposed Capacity 

Mechanism 
 

• A Carbon Price Floor 
 

• An Emissions Performance 
Standard 
 

• £7.6bn Levy Control 

Framework (LCF) in 2020/21 

Government  
Sets overall policy direction and sets out key parameters 

System operator (National Grid) 
Will advise government on contract parameters and administer the 

arrangements 

Investment in low-carbon generation also supported by  
Carbon Price Floor & Emissions Performance Standard 

Contracts to develop low carbon 
generation –  

contracts for difference 

Market wide capacity contracts: 
open to all forms of capacity 

Existing wholesale market (plus small scale FiTs) 

UK EMR Programme includes: 
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Contracts for Difference (CfDs) 

Providing long term price stability 

• CfD provides long-term revenue stability, lowering risk to 
investors and costs to consumers 
 

• Generator sells power, but receives a ‘top-up’ payment 
 

• Top-up pays the difference between the ‘Strike Price’ and 
the market price: 

• Generator paid when market price below strike price 
• But, generator pays back when market price is high 
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Emissions Performance Standard 

Emissions Performance Standard 

• Strengthens 
commitment of no new 
coal  without CCS 
(minimum 300MW (net)) 
 

• All new fossil fuel power 

stations (at or over 
50MW) fall within EPS 
regime 
 

• 450g CO2/kWh (at 
baseload) limit on 

carbon emissions 

• Long-term certainty 
(“grandfathering” of limit 
to 2045) for consented 
plant 
 

• Reviewed in the future – 

first review by end 2015 
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Carbon Price Floor 
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Carbon Price Floor Illustration  
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o UK Committed to decarbonising its economy and developing   

a low carbon energy mix  

 

o Some role for unabated generation but longer term, cost 

competitive CCS likely to be essential for fossil fuels. 

 

o Government has comprehensive programme to drive forward 

development of CCS, but reliant on market for deployment 

 

o Capital and operational support for commercial scale CCS, as 

part of a wider programme to facilitate CCS. 

 

o CfD to provide operational support for CCS. Part of a wider 

market framework to bring forward all low carbon generation.  

 

 
 

Summary 

CCS will be critical 
for widespread 
decarbonisation. 
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