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1. The EMR delivery plan —what is it?

I.  The Government has committed to producing EMR delivery plans every 5 years,
setting out Government’s objectives and key policy decisions, as well as producing
annual updates to the plan.

ii. The key EMR decisions for the delivery plan include:

. Contract for Difference (CfD) strike prices (for generic CfDs mainly
renewables) and later the information needed to support future competitive
strike price setting,

. Capacity Market (CM) reliability standard (could be enduring beyond 5 year
period), and a demand curve methodology.

. The indicative volume to contract for in the next auction and auction
outcomes (if the capacity market is initiated). (In Annual Updates in future)

lii. Government has also committed to:
. Publish scenarios for low carbon electricity generation,

. Signpost the timing for moving to future competitive strike price setting
processes in the delivery plan.

. Be clear about the constraints of the Levy Control Framework



The Institutional Framework
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The Counterparty Body will be accountable to
Government, though will operate at arms
length from Government.

The System
Operator wil

ultimately be

accountable
to
Government
for the EMR
delivery
functions.
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Ofgem will oversee the performance of the System
Operator in its role as EMR delivery body, to
incentivise performance and ensure value for money.
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Ofgem

* Continues to regulate the System Operator

through a system building on the existing
incentive regime.

* Holds the System Operator to account for its
performance and internal admin costs for EMR.



Content of the first EMR delivery plan (illustrative Department
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Description

Executive summary

Introduction to EMR and the Government’s objectives (cross-reference to policy documents)

Purpose of the delivery plan and ongoing delivery plan process

el A A

Summary of the Government’s policy decisions (with detail explained in later chapters).

Impact on Government’s objectives (decarbonisation, renewables target, security of supply and
affordability including Levy Control Framework).

Constraints imposed by the Levy Control Framework to 2020.

Long term scenarios to 2030 including electricity generation mix.

5. CfD strike prices for generic CfDs (renewables)

6. Reliability standard for Capacity Market (and demand curve methodology)

7. Indicative capacity to contract for in first CM auction (if initiated)
(based on National Grid/Ofgem security of supply outlook) (Not in draft delivery plan)

Annex A |National Grid’'s analysis (report of their key analysis)

Annex B |DECC's prices and bills analysis (using NG’s outputs)

Annex C |Panel of Technical Experts scrutiny report

Annex D |Additional evidence: e.g. report on volume to inform Reliability Standard




Delivery plan process
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Stage
Timings | May — December 2012 January 2013 — Spring 2013 Spring 2013 — December 2013
* Capability building by the *Development of analysis; *Ongoing analytical work (iterations
System Operator assumptions, models and and verification) and scrutiny by the
scenarios Panel of Technical Experts
*Data sharing between
Government and the System *Scrutiny by the Panel of * Structured consultation on CfDs
, Operator Technical Experts with the Devolved Administrations
What's
included . . . : :
* Call for evidence by the * Ongoing consultation on CfDs * Public consultation on the draft
System Operator with the Devolved delivery plan by Government (mid
Administrations 2013)
* Commission from
Government to the System *Reporting by the System * Publication of final delivery plan
Operator Operator and Panel of Technical by Government (end 2013)
Experts to Government




Summary of governance arrangements for

delivery plan decisions

DECC Secretary of State for final decisions

A

EMR Governance Structures
(including representation from Government
Departments, the Devolved Administrations,

National Grid and Ofgem)

A
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Analytical Steering Group

A
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Panel of Technical Experts

Specialist sub groups for assumption and model
development: on e.g. networks, demand and
generation

Devolved Administrations
consultation group




2. We have a very challenging timetable Department
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2013
| feb | mar | Aprl | May [ sune | sy | Aug | sept | Ot | Nov
* Consultation > *

A
Govt considers early outputs and Deli\./ery Plan Govt analyses consultation D |I:'INAL
Government - RS & published for responses and takes final elivery
commissions further analysis consultation decisions Plan
published

ﬁ Govt makes decisions >J
NG conduct analysis ﬁ NG conduct further
analysis

v ¥

PTE assesses quality of any

PTE PTE assesses quality of analysis. Regular reports to additional analysis. Regular
Govt. reports to Govt.

National Grid

Appointed

x

Ofgem
Ofgem Capacity
Assessment
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3. The Panel of Technical Experts (PTE)

I.  Role: to quality assure the analysis which National Grid produce for
DECC and which will form a key part of the evidence base for
Ministerial decisions

1. Composition: 1 chair
3 members

Skillset — technical, analytical and commercial,
Incl. expertise of the GB market and Single
Electricity Market and a range of technologies

lii. Process:
— PTE will interrogate the analysis
— Provide advice to DECC on the quality of the analysis
— PTE report published alongside the Delivery Plan
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4. The long term framework for delivery partment
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* National Grid’s analytical functions set out in secondary legislation
and made licence requirements (potentially also changes to codes)

« National Grid’s reporting functions to be set out in secondary
legislation and made licence requirements (potentially also changes
to codes)

* Reporting by National Grid and CfD Counterparty to DECC e.g. on
the number of CfDs signed to enable DECC to monitor the impact on
the Levy Control Framework and the outcome of any Capacity Market
auction

« Publication of annual updates to the delivery plan by DECC

10



Future Delivery Plans

Expected phase
of EMR

)

Delivery plan
content:

—
)

Delivery plan
analysis:

—

2018 Delivery Plan
(2019-2023 with longer term
outlook)

2013 Delivery Plan
(2014-2018 outlook to 2030)

2023 Delivery Plan
(2024-2028 with longer term
outlook)

Administrative price setting for Some technology specific
auctions or tenders,
administrative price setting for
others, tailored arrangements

for certain projects if required.

renewables and tailored
arrangements for certain projects,
competitive price setting expected
for some technologies.

Technology specific auctions for all

technologies where ready (with

tailored arrangements for certain
projects), moving to technology

neutral auctions when possible.

4 ) 4

Government’s objectives;
CfD strike prices for renewables
for 2014/15 - 2018/19;
Long-term reliability standard for
Capacity Market, if initiated.

( Government’s objectives; \
CfD strike price for renewables or
the necessary information
required for competitive
processes.

Government’s objectives;
The information needed for
competitive price setting
processes.

[ Illustrative scenarios including \ [

pathways for meeting objectives
and low carbon technology mix to

J &
N\ £
Supporting analysis to
Government’s decisions e.g.
2030. impact analysis of policy decisions
Impact analysis of policy decisions on Government’s objectives.

\_ onGovernment’s objectives. ~/J \_ J U

Supporting analysis to
Government’s decisions e.g.

on Government’s objectives.

N

impact analysis of policy decisions

4

Annual update
content

/~  Outcome from Capacity Market auction, if initiated, the associated delivery year
contract for in the next auction
Future CfD decisions (e.g. 2015 annual update renewable strike prices for

the move to competitive price setting for CfDs;

\_ Delivery information and updated analysis as necessa

and the indicative capacity to

later years of decade);

Forward look and signposting of the timeline for key changes in the operation of the mechanisms, e.g. the timing of

ry.

~N

J

Investment in low-carbon generation also be supported by the Carbon Price Floor & Emissions Performance Standard. EMR mechanisms
work within the current electricity market, including the Renewables Obligation and the small-scale Feed-in Tariffs.

When market conditions allow
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4 A
No delivery plan
\. y,
g Y
Fully competitive and open
electricity market
- 4

\_

intervention in electricity
market to be significantly
reduced.

The wholesale electricity price
and a sustainable carbon price
determine the technology mix.

Enduring CfD contracts
managed by the CFD
Counterparty with EMR
delivery body as necessary.

Capacity Market agreements
managed by the EMR delivery
body.

Updated analysis and delivery
information provided on
enduring CfD and Capacity
Market agreements.

/ Expect need for Government\

J
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