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The CMA published its long-awaited provisional findings from the ongoing energy market investigation on 7 July 2015.  The findings build on the 

Updated Issues Statement which the CMA published in February 2015. 

As expected, the CMA has not found evidence of collusion between the six largest energy suppliers.  It has also dismissed potential concerns about the 

operation of the wholesale market, or the impact of vertical integration (through which a single organisation can operate across generation, trading and 

retail activities). However, it has found some aspects of the market that give rise to concerns, and has therefore proposed a range of remedial actions to 

improve competition. These are focussed primarily around the retail sector as well as the governance and regulation of the industry. 

The CMA’s provisional findings and remedies herald the possibility of significant and lasting change across the industry. The next four months 

will be critical to ensure the culmination of the CMA’s investigation is a market that works well for all participants and lays the foundations for 

a period of significant industry change and innovation. 

In this publication we analyse the CMA’s remedies to help guide industry participants on where they should be focusing their time, analytical effort and 

influence.   

We have analysed each remedy that the CMA has proposed 

We have assessed each remedy according to: 

 Impact: how much the remedy is likely to change market behaviour and/or change the costs or revenues of market participants (red – high, green 

- low) 

 Ability to influence: how much detail has been provided by the CMA and how many unanswered questions remain for each remedy (red – a 

significant number of unanswered questions, green – few unanswered questions) 

We conclude that there are nine remedies which are likely to have a significant impact on market participants and where there is significant scope to 

refine the way in which the remedy is implemented.  Our summary analysis is presented below.  The analysis also highlights which market participants 

are likely to be most interested in each remedy. 

Introduction and strategic implications 
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Remedy 1 – locational charging of 

transmission losses 
          

Impact across the market is considered relatively modest (£160-270m over 10 years), 
but there could be significant implications for particular generation plant. 

Remedy 3 – Removing the “simpler 

choices” component of the Retail 

Market Review (RMR) 
         The CMA has not committed to which areas of the RMR to remove. 

Remedy 4a – Measures to address 

barriers to switching 
        

A broad range of options, including some which are quite radical, for example, giving 
price comparison websites access to customer data through the ‘Midata’ programme.  

Remedy 6 – Ofgem to provide an 

independent price comparison 

website 
          A significant number of details will need to be resolved on the nature of this service. 

Remedy 8 – Prohibiting 

autorollovers for microbusiness 

customers 
          Represents a significant change to the market.  The detailed implementation is unclear. 

Remedy 10 – Measures to prompt 

customers on default tariffs to switch 
         

Some of the CMA’s more radical suggestions go further than Ofgem’s substantial work 
in this area, namely sharing information on customers on default tariffs between rival 
suppliers. The CMA seems open to consider a broad range of ideas in this space. 

Remedy 11 – Introduction of a 

“Safeguard Regulated Tariff” 
          

This is likely to erode margins on large suppliers’ inactive customer base.   
One of the most complex remedies to implement, and the implications on the market 
would be substantial. 

Remedy 13 – Half hourly settlement             

Aspects of the architecture of the settlement systems would need to change, as would 
suppliers’ own settlement-related systems. A number of outstanding questions 
including the appropriate timescales, costs, benefits and distributional impacts of the 
change.  

Remedy 18 – Changes to 

management and governance of 

codes.  
            

Taken together these remedies could significantly alter the balance of code governance 
away from the industry-led model.  The suggested remedies are reasonably well 
developed, however the CMA is likely to be wary of undermining the industry-led 
approach entirely.  
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Detailed remedy analysis 

In this section we present an analysis of each remedy, scoring it high, medium and low on:   

 Impact: how much is the remedy likely to change market behaviour and/or raise costs or lower revenues for market participants (red – high, green 

- low) 

 Ability to influence: how much detail has been provided by the CMA and how many unanswered questions remain for each remedy (red – a 

significant number of unanswered questions, , green – few unanswered questions) 

 Ease of implementation: how difficult it will be to implement the remedy (red – relatively difficult, green – relatively easy) 
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Remedy 1 – Introduction of a new 

standard condition to electricity generators’, 

suppliers’, interconnectors’, transmission, 

and distribution licences to require that 

variable transmission losses are priced on 

the basis of location in order to achieve 

technical efficiency 

   

 Impact: The CMA estimates reasonably modest savings of between £160-270m over ten years. While 
the impact across the market is therefore relatively low, this could mask potentially significant 
implications for some marginal plant located in remote areas. 

 Influence: There seems to be a reasonable amount of scope to influence how the remedy would be 
implemented, not least the pricing details and cost sharing regime between suppliers and generators. 

 Implementation: Although this has been an area of protracted industry debate, given a clear steer 
from the CMA, neither licence change or BSC modification should pose undue complications.  

Remedy 2a – DECC to undertake and 

consult on a clear and thorough impact 

assessment before awarding any Contracts 

for Difference (CfDs) outside the auction 

mechanism.  
   

 Impact: While most future renewable CfDs will be allocated competitively, this remedy could 
complicate the finalisation of the Hinkley Point C contract unless the contract is signed before this 
remedy is acted upon. It seems more likely to apply to other new nuclear projects and the initial tidal 
lagoon projects. This means further legal risk could be added to already difficult processes. 

 Influence: The CMA has been quite critical of the previous approach to CfD allocation and seems 
determined to constrain DECC’’s freedom to directly award contracts in future processes. That said, 
there is a spectrum of how much DECC will still be able to exercise discretion. 

 Implementation: It should not be onerous for DECC to produce these assessments.  

Remedy 2b – DECC to undertake and 

consult on a clear and thorough assessment    

 Impact: It is not clear the extent to which the CMA is seeking to fetter government’s discretion or 
simply asking DECC to consider a range of factors and justify its choice in a transparent fashion. The 
latter seems more likely and would therefore be of limited impact.  



The CMA Energy Market investigation  

 

Provisional findings: further analysis PwC  5 

Remedy 

Im
p

a
c

t 

A
b

il
it

y
 t

o
 

In
fl

u
e

n
c

e
 

E
a

s
e

 o
f 

Im
p

le
m

e
n

t 

Comment 

before allocating technologies between pots 

and the CfD budget to the different pots 

 Influence: The remedy is relatively closely defined, however there is some scope to influence the 
factors that DECC might have to take into account in its consultation and assessment 

 Implementation: It should be relatively straightforward for DECC to produce a consultation ahead 
of each new auction round.  

Remedy 3 – Remove from domestic retail 

energy suppliers’ licences the ”simpler 

choices” component of the Retail Market 

Review (RMR) rules 

   

 Impact: Lifting the RMR tariff rules will allow suppliers to offer a range of innovative tariffs once 
again, which will change competitive dynamics.  

 Influence: The CMA has invited views on which aspects of the RMR conditions should be removed. 
Suppliers should focus on removing all restrictions on tariff structure, discounts and bundles. 

 Implementation: Few barriers to change. 

Remedy 4a – Measures to address 

barriers to switching by domestic customers  

   

 Impact: The CMA are considering a broad range of remedies, these include fines for suppliers who 
fail to switch customers within a specified timeframe, to more radical ideas such as giving price 
comparison websites access to customer data through the ‘Midata’ programme.   

 Influence: Given the breadth of options being considered under this remedy, there is significant 
scope to influence. 

 Implementation: Changes to the role of switching sites will need some thought to implement but 
overall are unlikely to be insurmountable.   

Remedy 4b – Removal of exemption for 

Centrica on two-year inspection of gas 

meters 
   

 Impact: The main impact is likely to be the costs of Centrica’s operations.  

 Influence: It looks unlikely that the CMA will alter its view on this remedy.  

 Implementation: No barriers envisaged. 

Remedy 5 – Requirement that energy 

firms prioritise the roll-out of smart meters 

to domestic customers who currently have a 

prepayment meter.  

   

 Impact: This proposal would be likely to require suppliers to change their smart meter roll out 
strategies and plans. 

 Influence: The CMA suggest two models for this proposal and seeks views. Given the political 
sensitivities associated with prepayment customers, arguments against this proposal will be difficult 
to justify. The CMA also asks whether there are alternative or additional remedies to 
“comprehensively address” engagement by prepayment customers, suggesting there will be further 
thinking in this area.  

 Implementation: Pre payment functionality and the necessary IT systems are regarded as some of 
the most complex issues in the smart metering programme. Putting a focus on pre-payment will bring 
forward programme complexities that risk delaying implementation. A licence condition mandating 
pre-payment prioritisation will also be difficult to monitor and enforce. 

Remedy 6 – Ofgem to provide an 

independent price comparison service for 

domestic (and microbusiness) customers 

with whole-of-market coverage.  

   

 Impact: An independent website could improve trust in the sector, with a positive effect on 
customers’ engagement. There could negative implications for existing price comparison websites.  

 Influence: A significant number of details will need to be resolved. 

 Implementation: Likely to require additional resource to set up, and an ongoing team to maintain 
website.  
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Remedy 7a – Introduction of a new 

requirement in the licences of retail energy 

suppliers to provide price lists for 

microbusinesses on their websites and to 

make this information available to PCWs 
   

 Impact: Microbusinesses are included in the SME market.  The CMA presents evidence that EBIT 
margins are significantly higher in the SME market at 8% than in the domestic (3%) or I&C markets 
(2%). Greater transparency will decrease informational asymmetries in the microbusiness market and 
should allow customers to find savings.  

 Influence: The CMA has gone some way towards defining the remedy and it seems unlikely the CMA 
will not do something to improve price transparency in the microbusiness market. 

 Implementation: Barriers include the larger range of tariffs, contracts and meter types in the 
microbusiness market, making it more difficult to list tariffs or design accurate pricing calculators, 
although these issues do not seem insurmountable.  

Remedy 7b – Introduction of rules 

governing the information that TPIs are 

required to provide to microbusiness 

customers  
   

 Impact: Such rules should improve trust and use of TPIs, however, the likely impact on the market 
for microbusiness customers is less clear.  

 Influence: The CMA poses a number of questions, including whether there are other remedies that 
should be considered in this area. 

 Implementation: Details of the rules are outstanding, but once concluded are unlikely to be 
difficult to implement.  

Remedy 8 – Introduction of a new 

requirement into the licences of retail 

energy suppliers that prohibits the inclusion 

of terms that permit the auto-rollover of 

microbusiness customers on to new 

contracts with a narrow window for 

switching supplier and/or tariff 

   

 Impact: The CMA suggests that this remedy would allow firms to roll customers over on to flexible 
contracts i.e ones that a customer could exit from with ease. However there is no requirement on the 
price of these contracts, so some customers might be worse off.  

 Influence: A number of aspects of this remedy are unclear.  Consumer bodies are likely to lobby for 
customers to be moved on to tariffs with terms which are no worse than the microbusiness customers’ 
existing contract.  

 Implementation: Through a licence condition change.  

Remedy 9 – Measures to provide either 

domestic and/or microbusiness customers 

with different or additional information to 

reduce actual or perceived barriers to 

accessing and assessing information 

   

 Impact: Given the efforts made by Ofgem in this area, this remedy is unlikely to have a significant 
impact on consumer behaviour.  

 Influence: The CMA is seeking opinions on a broad range of information consumers use when 
accessing the energy market.  

 Implementation: Through a licence condition change. 

Remedy 10 – Measures to prompt 

customers on default tariffs to engage in the 

market     

 Impact: Some of the CMA’s questions imply more radical suggestions than Ofgem’s substantial work 
in this area, namely sharing information on customers on default tariffs between rival suppliers.  

 Influence: The CMA seems open to consider a broad range of ideas in this space. 

 Implementation: The ease of implementation depends on the nature of the remedy. Significant 
privacy and security controls would need to be taken into account.  
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Remedy 11 – A transitional ”safeguard 

regulated tariff” for disengaged domestic 

and microbusiness customers  

   

 Impact: A safeguard tariff would reduce the pricing freedom for those suppliers impacted. For the 
large energy suppliers, this is likely to erode profit margins.  

 Influence: This is one of the most complex remedies to implement and the implications on the 
market would be substantial. The CMA will therefore need to consider carefully all representations in 
this area.  

 Implementation: The CMA suggest a number of options for the scale and approach to 
implementation that all come with significant complexities, although the CMA effectively rules out 
wide-reaching price regulation (akin to that used for networks).   

Remedy 12a – Requirement to implement 

Project Nexus in a timely manner 
   

 Impact: The timeline for Project Nexus is already on course for implementation in 2016. 

 Influence: Whether and how much the timeline for Project Nexus can be accelerated are important 
questions that should be understood by the CMA.  

 Implementation: The Nexus programme is high risk and has been subject to delay.    

Remedy 12b – Introduction of a new 

licence condition on gas shippers to make 

monthly submissions of Annual Quantity 

updates mandatory    

 Impact: Moving to monthly AQ updates would have a significant impact on the settlement of 
domestic gas customers’ consumption. The CMA considers it would make it easier for customers to 
switch.  

 Influence: The CMA seem committed to make some change to the AQ, there are, however, 
outstanding practical questions that need to be considered. 

 Implementation: There are a number of outstanding questions on the nature of the monthly 
submission data to avoid gaming by suppliers. 

Remedy 13 – Requirement that domestic 

and SME electricity suppliers and relevant 

network firms agree a binding plan for the 

introduction of a cost-effective option to use 

half-hourly consumption data in the 

settlement of domestic electricity meters     

 Impact: Moving to half hourly settlement is a material change in the operation of electricity 
settlement. It will allow suppliers to match the costs of their electricity purchases to the price of their 
electricity sales, incentivising the introduction of time-of-use tariffs. DECC estimates that this could 
yield benefits of an estimated £900m in present value terms (from reductions in generation and 
network investments). 

 Influence: The CMA has raised many questions around the appropriate timescales, the costs, 
benefits and distributional impacts of the change. However, given the practical requirements 
associated with successful implantation, it is not clear how far the CMA can go in terms of mandating 
such a change.    

 Implementation: A prerequisite for this remedy is that customers have smart meters installed. 
Furthermore the architecture of the settlement systems would need to change, as would suppliers’ 
own settlement-related systems.  

Remedy 14 – Remedy to improve the 

current regulatory framework for financial 

reporting. Ofgem would develop a 

comprehensive ‘market-orientated’ 

   

 Impact: This will improve transparency and comparability, but while that might lead to some 
improvements in the analysis of policy and market operation, it is unlikely to be otherwise 
significantly transformational. 

 Influence: The CMA is keen to receive views on the scope of the reporting, those that should be 
subject to the requirement and how best to implement it.   
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regulatory accounting framework under 

which the large domestic and SME 

generator and retail suppliers should report.  

 Implementation: Those impacted are likely to need to undertake some work to conform with data 
collection and reporting arrangements, however this should not prove particularly problematic.  

Remedy 15 – More effective assessment of 

trade-offs between policy objectives and 

communication of impact of policies on 

prices and bills.  

   

 Impact: Government is already required to assess each policy before implementation and Ofgem and 
government both report to parliament on energy security and affordability. While a new body – 
perhaps similar in nature to the Climate Change Committee or the Office for Budget Responsibility - 
might provide a more holistic overview, it is unlikely to be a game-changer.  

 Influence: This remedy is not particularly well developed. The CMA are keen to know more about 
the existing assessment and reporting processes and roles, as well as inviting views on whether a new 
body might be justified.  

 Implementation: The establishment of a new body would be a reasonably significant undertaking 
and likely to require new legislation. More modest proposals to bring together existing assessment or 
be more transparent would be more straightforward. 

Remedy 16 – Revision of Ofgem’s 

statutory objectives and duties in order to 

increase its ability to promote effective 

competition.     

 Impact: Ofgem appears to have convinced the CMA that at least part of the problem has been 
because of the downgrading of its duty to promote competition. While remedying this will be 
welcome, it seems unlikely in itself to have a substantial impact. 

 Influence: The CMA appears convinced of the need to make changes here – expressing ‘significant 
cause for concern’ that Ofgem thinks it is constrained in its ability to deliver effective competition-
based policies.  

 Implementation: While it would require amending primary legislation, it should be 
straightforward to change Ofgem’s duties.  

Remedy 17 – Introduction of a formal 

mechanism through which disagreements 

between DECC and Ofgem over policy 

decision-making can be addressed 

transparently 

   

 Impact: The political importance of energy means Government will surely continue to intervene in 
energy policy.  The introduction of this mechanism is not likely to constrain government freedom of 
action significantly. 

 Influence: The CMA does not appear to have a fully formed view of what practical form this remedy 
might take.  

 Implementation: It should be relatively easy to agree improved working arrangements between 
DECC and Ofgem, although significant legal complexities and legislation would likely be required.  
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Remedy 18a – Recommendation to DECC 

to make code administration and/or 

implementation of code changes a licensable 

activity.  

Remedy 18b – Granting Ofgem more 

powers to project-manage and/or control 

timetable of the process of developing 

and/or implementing code changes.  

Remedy 18c – Appointment of an 

independent code adjudicator to determine 

which code changes should be adopted in 

the case of dispute.  

   

 Impact: Taken together these remedies could significantly alter the balance of code governance away 
from the industry-led model, toward a new approach which allows Ofgem or a new independent body 
to drive through change quicker and in the face of industry opposition.  

 Influence: The CMA appears convinced change is needed. The suggested remedies are reasonably 
well developed, however the CMA is likely to be wary of undermining the industry-led approach 
entirely and so will likely be keen to hear more about the consequence of its recommendations. 

 Implementation: Establishment of a new independent body to adjudicate disputes would take 
substantial time and effort. Ofgem would also need to gear-up to the new challenge of project 
managing rule changes and overseeing the performance of the code administrators. 
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Appendix – Summary of provisional findings and 
remedies 

The CMA highlights the following market features that are leading to an adverse effect on competition:  

1. Weak customer response from domestic and microbusiness customers and the simpler choices component of Ofgem’s Retail Market Review rules  
2. Lack of robustness and transparency in regulatory decision-making  
3. Administration of the Contracts for Difference (CfD) mechanism 
4. The industry-led system of code governance 
5. The absence of locational adjustments for transmission losses  
6. The regulatory framework governing domestic and SME retail energy markets. 

For each of the remedies, the CMA typically invites views on:  

 Whether the remedy may give rise to unintended consequences, and how they might be prevented or mitigated?  

 The costs and benefits to customers of the proposed remedy? 

 Whether there are more effective and/or less costly or intrusive alternatives to address the AEC? 

 Who should implement the remedy? The CMA or another body, such as Ofgem or DECC? 

 The duration of the remedy and whether a “sunset” clause should be included as part of the remedy design? 

 And how the remedies may function in combination with one another? 
 
For some of the remedies, the CMA asks a number of additional questions which are aimed at clarifying the detailed way that the remedy might be implemented. 
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1. Weak customer response from domestic and microbusiness customers and 
the ‘simpler choices’ component of the Retail Market Review rules 

 
The CMA thinks that the “simpler choices” component of Ofgem’s Retail Market Review (RMR) rules undermines competition. This includes the ban on complex tariffs, 
the maximum limit on the number of tariffs that suppliers are able to offer at any point in time, and the simplification of cash discounts.  

The CMA is also concerned about the impact on competition of 1) the limited awareness of and interest in domestic customers’ ability to switch supplier; 2) complex 
information provided in bills, the structure of tariffs and a lack of confidence in and access to price comparison websites; 3) uncertified meters or erroneous transfers; 
and 4) associated technical constraints of prepayment meters.  

Remedies to provide a framework for effective competition between retail energy suppliers 

 Remedies being considered  Remedy-specific issues for consideration 

3 

 

Remedy 3 – Remove from domestic retail energy suppliers’ 

licences the “simpler choices” component of the RMR rules 

and allow energy suppliers to offer customers as many tariffs and/or 

tariff structures as they wish. Suppliers to be able to offer different 

tariffs on different price comparison websites (PCWs). 

 Are there additional remedies to incentivise suppliers to use more than one PCW or 

additional requirements needed on PCWs to divulge their supplier affiliations?  

 Would a higher tariff cap be a better remedy than removing all limits, or impose a simpler 

tariff structure?  

 

Remedies to facilitate widespread engagement by domestic and microbusiness customers  

 Remedies being considered  Remedy-specific issues for consideration 

4a Remedy 4a – Measures to address barriers to switching 

by domestic customers  

 Will the roll-out of smart meters address the feature of uncertified electricity meters and the 

barriers to switching faced by customers with dynamic teleswitched meters? And do 

customers need more or better information or guidance on how their new smart meters will 

work? 

 Should price comparison websites be given a role in facilitating switching for customers and 

be able to access consumer data to provide an updated view on the potential savings available 

(with customer permission)?  

 Should there be penalties for firms that fail to switch customers within the mandated period? 
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 Remedies being considered  Remedy-specific issues for consideration 

 Are specific measures required to facilitate switching for customers living in rented 

accommodation? 

4b 

 

Remedy 4b – Removal of exemption for Centrica on two-

year inspection of gas meters 

 Would it be preferable to remove Centrica’s derogation, or extend the derogation to other 

suppliers? 

5 

 

Remedy 5 – Requirement that energy firms prioritise the 

roll-out of smart meters to domestic customers who 

currently have a prepayment meter either by stopping the 

installation of standard prepayment meters or prioritising the 

smart meter rollout to prepayment meter customers.  

 Will additional or alternative remedies be required to ‘comprehensively address’ the 

overarching feature of weak customer response from prepayment meter customers? 

 Would it be more effective and/or proportionate to require energy suppliers to accelerate the 

roll-out of smart meters across the retail markets as a whole in order to facilitate engagement 

more broadly, rather than focusing on customers on prepayment meters? 

6 Remedy 6 – Ofgem to provide an independent price 

comparison service for domestic (and microbusiness) 

customers with whole-of-market coverage.  

 Should the service be online-only? Should it seek to provide full details of all quotes available 

on the market? Should the Ofgem-operated price comparison service also be able to carry out 

switches for consumers, or should it provide information only? 

 Should existing price comparison websites be required to provide links to the Ofgem website 

during the search process?  

 Is there any additional information that Ofgem should provide on its website to facilitate the 

customer search and switching process? 

7a 

 

Remedy 7a – Introduction of a new requirement in the 

licences of retail energy suppliers to provide price lists for 

microbusinesses on their own websites and to make this 

information available to PCWs 

 How long should energy suppliers be given to provide the required information?  

 And should energy suppliers be permitted to fulfil this requirement by providing an 

automated quoting service on their websites rather than a list of prices? 

7b Remedy 7b – Introduction of rules governing the 

information that TPIs are required to provide to 

microbusiness customers particularly concerning their market 

coverage, the nature of TPIs incentive schemes and commissions 

and whether they will provide the cheapest quote.  

 How could the CMA ensure that this remedy was enforced?  

 What information should be provided by TPIs to microbusinesses in order to enable them to 

make informed choices?  

 Should the specified information be provided to customers in writing or orally (or both)?  

 Should this remedy be introduced in addition to Ofgem’s proposed code of conduct?  

8 Remedy 8 – Introduction of a new requirement into the 

licences of retail energy suppliers that prohibits the 

inclusion of terms that permit the auto-rollover of 

microbusiness customers on to new contracts with a 

narrow window for switching supplier and/or tariff 

 What is the minimum or maximum notice period that customers should be required/allowed 

to give in order to exit a contract that they have been rolled on to?  

 Should energy suppliers be required to inform customers that they are nearing the end of 

their contract and prompt them to switch?  
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 Remedies being considered  Remedy-specific issues for consideration 

9 Remedy 9 – Measures to provide either domestic and/or 

microbusiness customers with different or additional 

information to reduce actual or perceived barriers to 

accessing and assessing information 

 Does the current format and content of energy bills facilitate engagement by customers (too 

much, too little, or the wrong information)?  

 Are customers given enough/too much information on the terms and conditions of their new 

contract?  

 Should customers be prompted to read their meters either by information on their bill or by a 

phone call from their energy supplier?  

 
Remedies to provide suitable safeguards for disengaged domestic and microbusiness customers 

 Remedies being considered  Remedy-specific issues for consideration 

10 Remedy 10 – Measures to prompt customers on 

default tariffs to engage in the market  

 What information should be included in the prompts to customers on default tariffs?  

 How should prompts be communicated to customers?  

 What should be the timing and frequency of prompts?  

 Who should provide the prompts?  

 Are there particular groups of customers who should receive prompts at specific points?  

 Is there benefit in others in the markets, such as rival energy providers or TPIs, being made aware of 

which customers remain on default tariffs? 

11 Remedy 11 – A transitional “safeguard regulated 

tariff” for disengaged domestic and 

microbusiness customers with the maximum price 

level for default tariffs set by either the CMA or Ofgem.  

 Should the safeguard tariffs be set on a cost-plus basis, or should they be related to other retail prices?  

 Which approach(es) should be considered to determine the wholesale energy cost element of the tariffs?  

 Should all domestic and microbusiness customers on default tariffs be rolled onto the safeguard tariff, or 

should this remedy only apply to a subset of these customers and how should any subset be identified?  

 How should the headroom (allowance above efficient costs) be determined?  

 How long should the safeguard price caps be kept in place?  

 How frequently – if at all – would the level of the cap need to be reassessed?  

 Which energy suppliers should be subject to the safeguard cap, and why?  

 How should the transition from the current arrangements be managed and over what period should it be 

phased in? 
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2. Lack of robustness and transparency in regulatory decision-making 
 

 

 Summary of competition concern Remedies being considered  Remedy-specific issues for consideration 

14 

 

The CMA has found that there is a lack of a shared 

understanding of costs within the energy sector and 

the absence of trusted and transparent information 

could undermine regulatory stability. It also finds 

that there could be improvements made in the 

regulatory framework for financial reporting that 

would improve overall transparency.  

Remedy 14 – Remedy to improve the current 

regulatory framework for financial reporting. 

Ofgem would develop a comprehensive “market-

orientated” regulatory accounting framework under 

which the large domestic and SME generator and 

retail suppliers should report.  

 What regulatory reporting principles would be 

particularly relevant to the preparation of 

regulatory financial information in this sector?  

 Should this remedy apply to just the Big 6? Or 

should it apply to a larger or narrower set of 

firms? 

 To what extent should this financial information 

on performance be published?  

15 

 

The CMA has suggested that a lack of independent 

scrutiny could increase the risk of inefficient policy 

design, including decisions on how best to balance 

the trilemma (reducing emissions, ensuring security 

of supply and ensuring affordability). It suggests that 

clearer communication could serve to improve 

transparency and the quality of the debate.  

Remedy 15 – More effective assessment of 

trade-offs between policy objectives and 

communication of the impact of policies on 

prices and bills. Views are sought on how this 

remedy would work. One option would be the 

creation of an independent body, though it is noted 

that this would require significant justification. 

 Are such assessments of the impacts of policies 

on prices, bills and on the trilemma trade-offs 

carried out to a sufficient extent currently?  

 Should further, authoritative analysis be 

published to assist the public discussion?  

 Which existing bodies are best positioned to 

undertake this role?  

 Is there a sufficient case to justify creating a new, 

independent body?  

16 The CMA has noted that Ofgem has taken some 

decisions that they believe have not been conducive 

to promoting competition, including, in the CMA's 

view, the introduction of the Retail Market Review 

reforms. It points to Ofgem’s own belief that its duty 

to promote competitive has been progressively 

downgraded.  

Remedy 16 — Revision of Ofgem’s statutory 

objectives and duties in order to increase its 

ability to promote effective competition. This 

would mean increasing the emphasis of Ofgem’s 

responsibility to promote competition to a primary 

objective. 

 What specific changes should be made to 

Ofgem’s statutory objectives and duties in order 

to ensure that it is able to promote effective 

competition in the energy sector?  

 For example, would it be possible to revert to the 

role of competition that existed before the 

introduction of the Energy Act 2010?  
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 Summary of competition concern Remedies being considered  Remedy-specific issues for consideration 

17 The CMA has also considered: the potential overlap 

between DECC and Ofgem; the extent to which this 

might lead to sub-optimal decision-making; and 

whether this might undermine Ofgem’s 

independence. While the CMA does recognise it 

would be unrealistic for DECC to refrain from 

exercising its discretion over some areas of policy, it 

considers that rather than this happening though 

institutional pressure or informal means, it would be 

better to consider a more transparent and formal 

mechanism. Similarly, if Ofgem has views on DECC 

policy, these should be aired in a transparent manner. 

Remedy 17 – Introduction of a formal 

mechanism through which disagreements 

between DECC and Ofgem over policy 

decision-making can be addressed 

transparently 

 In which circumstance should Ofgem have the 

right or duty to express views on DECC’s 

policies?  

 In what circumstances should Ofgem have the 

right to seek a formal direction from DECC to 

implement a certain policy?  

 Would DECC’s formal direction undermine (or 

appear to undermine) Ofgem’s independence?  
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3. The mechanism for allocating future Contracts for Difference 
 

 
The CMA suggests that DECC’s decision to allocate early Contracts for Difference (CfDs) through an administrative rather than a competitive allocation process is likely 
to have led to consumers paying substantially higher costs.  

The CMA also questions the evidence for separating the CfD budgets into pots for different technologies. They suggest that it is unclear whether this approach provides 
value for money for consumers and the CMA calls for greater transparency in future. 

The CMA makes clear that it is not considering any remedies that would “undo” any of the CfDs already granted. However, it is not clear whether the proposed contract 
for the new nuclear plant at Hinkley Point C would be affected by these recommendations as it is as yet unsigned. 

 Remedies being considered  Remedy-specific issues for consideration 

2a 

 

Remedy 2a – DECC to undertake and consult on a clear and 

thorough impact assessment before awarding any CfD outside the 

CfD auction mechanism. This would require DECC to set out the impact of 

the CfD on consumer bills and the other aspects of the energy trilemma. DECC 

would also have to state the assumptions made and how it came to its decision 

to not go through the competitive allocation process for each project. 

 How much discretion should DECC retain on each factor that it takes into 

account in coming to a decision on which projects to award CfDs outside the 

auction mechanism?  

 What are the exceptional circumstances in which should DECC be able to 

allocate CfDs outside the auction process?  

2b 

 

Remedy 2b – DECC to undertake and consult on a clear and thorough 

assessment before deciding which technologies are grouped together 

within the CfD budget pots and how much of the budget is allocated 

to each pot 

 

 Is the remedy likely to result in a positive change in how DECC makes decisions 

on the allocation of the CfD budget to the different pots?  

 What information should DECC publish when deciding to amend the allocation 

of technologies between pots? 

 Should DECC be limited in the maximum proportion of the CfD budget that it 

can allocate to each of the different pots?  
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4. The industry-led system of code governance which limits innovation and 
causes the market to fail to keep pace with regulatory developments 

 
The CMA suggests that the current industry-led code governance system does not deliver the timely change that is needed to support competition, innovation or wider 
policy objectives. The system also places a material burden on parties to the codes, particularly the smaller parties. In addition Ofgem is found not to have sufficient 
ability to influence the development and implementation phases of the code modification process. 

 Remedies being considered  Remedy-specific issues for consideration 

18a Remedy 18a – Recommendation to DECC to make code 

administration and/or implementation of code changes a licensable 

activity. This would allow Ofgem to monitor performance of the code 

administration and delivery bodies, and apply sanctions and give them 

directions where appropriate.  

 Is this recommendation likely to result in a positive change in the initiation, 

development and/or implementation of code changes that pursue consumers’ 

interests?  

18b Remedy 18b – Granting Ofgem more powers to project-manage 

and/or control timetable of the process of developing and/or 

implementing code changes.  

 Would this undermine the principle (and effectiveness) of industry-led code 

changes?  

 Should this power be limited to the completion of certain elements of the 

development or implementation phase (eg consultation, setting up working 

groups)?  

18c Remedy 18c – Appointment of an independent code adjudicator to 

determine which code changes should be adopted in the case of 

dispute. An impartial adjudicator would aim to remedy disagreements more 

swiftly and the energy sector kept up with market developments. 

 Are there benefits in terms of independence, impartiality and/or industry know-

how of an independent code adjudicator that are not available with Ofgem?  

 

 

  



The CMA Energy Market investigation  

 

Provisional findings: further analysis PwC  18 

 

5. Absence of locational adjustments for transmission losses 
 

 
The CMA has suggested that the lack of locational pricing for transmission results in: 

 higher short-run costs and inefficient signals for electricity consumption; and 

 higher long-run costs as a result of inefficient decisions on new investment in generation or plant extensions and closures.  

The introduction of locational pricing for transmission losses should favour existing generation in areas of high demand such as London and the South East and 
disadvantage generators in more remote areas. It would also make future generation projects in remote areas relatively more expensive. Assuming costs are passed 
through by suppliers, consumers in Scotland and the North of England should benefit while those in the South would pay more. 

 Remedies being considered  Remedy-specific issues for consideration 

1 

 

Remedy 1 – Introduction of a new standard condition to electricity 

generators’, suppliers’, interconnectors’, transmission, and 

distribution licences to require that variable transmission losses 

are priced on the basis of location in order to achieve technical 

efficiency. 

 What would be an appropriate method for ensuring that variable transmission 

losses are priced on the basis of location?  

 How should the variable transmission losses be allocated between generators 

and suppliers?  

 What will be the distributional impacts of this remedy?   
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6. Regulatory framework governing domestic and SME retail markets 
 

 

Domestic markets 
The CMA highlight the current system of gas settlement is a feature that gives rise to a lack of competition in the domestic retail gas market as does the absence of a 
plan for moving to half-hourly settlement for domestic customers through the distortion of suppliers’ incentives to encourage their customers to change their 
consumption profile.  

SME retail energy markets 
The CMA identifies a combination of features of the markets for the retail supply of gas and electricity to SMEs in Great Britain that has an adverse effect on 
competition through an overarching feature of weak customer response from microbusinesses  

 Remedies being considered  Remedy-specific issues for consideration 

12a 

 

Remedy 12a – Requirement to implement Project Nexus in a 

timely manner 

 How long should the parties be given to implement Project Nexus and who should 

implement it? 

12b Remedy 12b – Introduction of a new licence condition on gas 

shippers to make monthly submissions of Annual Quantity 

updates mandatory 

 Is it proportionate to require the mandatory monthly updating of AQs?  

 Would it be more proportionate to require less frequent updating of AQs? 

 Would less frequent updating still be effective in terms of removing the scope for 

gaming of the system? 

13 Remedy 13—Requirement that domestic and SME electricity 

suppliers and relevant network firms agree a binding plan for the 

introduction of a cost-effective option to use half-hourly 

consumption data in the settlement of domestic electricity meters 

for those customers with smart meters installed. This approach to 

settlement would give electricity suppliers an incentive to offer innovative 

time-of-use tariffs to encourage peak load shifting, reducing the overall costs 

of generating and supplying electricity to customers.  

 Should the use of half-hourly consumption data in settlement for profile classes 1-

4 be optional for energy suppliers, or should it be mandatory?  

 When should the (optional/mandatory) use of half-hourly consumption data 

replace settlement based on assumed customer profiles?  
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Remedies the CMA is minded not to consider further 

 Remedy a – Price control regulation of all domestic and microbusiness retail energy tariffs 

 Remedy b – Requiring energy firms to inform customers about the cheapest tariff on the market (across all suppliers) 

 Remedy c – Opt-out collective switching of disengaged customers 

 Remedy d – Introduction of a single price for gas and electricity customers 

 Remedy e – Introduction of price non-discrimination provisions 

 Remedy f – A transitional safeguard regulated price structure 
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Contacts 

To have a more detailed discussion on any of the comments in this document, please contact:  

 

 

Steve Jennings 
UK Power and Utilities Leader 

T: +44 (0)7704 564513 
E: steve.m.jennings@strategyand.uk.pwc.com 

 
 

Stuart Cook 
Head of Utility Strategy and Regulation 

T: +44 (0)7764 988771 
E: stuart.r.cook@strategyand.uk.pwc.com 
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