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Report by the Green Liberal Democrats’ Policy Forum on the 

Draft Energy Bill 2012  

The 'Green Liberal Democrats' is an Associated Organisation within the Liberal Democrat Party.    

Its Policy Forum develops policy ideas, but is not constituted to define GLD policies. 

 

The Green Liberal Democrats believe that the social and economic costs of climate 

change are so great as to make action to reduce the accelerating rate of global 

warming essential. Investment now will stimulate the economy, protect us from the 

long term escalation of world fossil fuel prices, and keep us competitive. 

Our most serious concern with the current draft Bill is that, if enacted, it could lock 

Britain into accepting high levels of electricity generation, from excessively 

greenhouse gas emitting plant, until 2045. Chapter 7 comment is thus placed before 

that on the rest of the Bill. 

 

PART 1 ELECTRICITY MARKET REFORM 

Chapter 7 Emissions Performance Standard  

Introduction 

The Liberal Democrats have a Working Party which is looking at how we could 

achieve a “Zero Carbon Britain by 2050”. The EU has the rather less ambitious target 

of a reduction of greenhouse gas emissions to between 5% and 20% of 1990 levels. As 

decarbonising most other primary energy uses is more difficult; decarbonisation of 

electricity generation by 2045 would be a sensible intermediate target for both. 

The Climate Change Committee recommended that, by 2030, our overall electricity 

production should be emitting not more than 50 grams of CO2 / kWh generated.  

It will be very difficult to achieve any of these targets if, until 2045, if we are locked 

into allowing unabated gas plant to run all year, and even allowing certain coal plant 

without effective CCS to run for half the year, which is what the Draft Bill would 

allow if enacted as it is. We need steady progress with intermediate targets. 

Further, the lack of restriction on gas generation could encourage investment in plant 

on the assumption that prices will be kept low, by allowing the production or import 

of gas extracted by “fracking”, even if it results in higher levels of methane escape.  

Recent observations suggest that we need to cut greenhouse gas emissions at a faster 

rate than recommended by the CCC, but the Bill as drafted would lock us into 

allowing large amounts of greenhouse gas from electricity generation. 
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Gas price and security of supply  

On page 18, the Summary states that “Gas will nonetheless continue to play an 

important role in the electricity sector; providing vital flexibility to support increasing 

amounts of low carbon generation; continuing to meet a significant proportion of 

demand; and maintaining security of supply.  

Gas can provide reliable and flexible generation, helping to balance the system, and in 

the longer term providing flexible resource either operating as back up to meet some 

peak demand, or with a wider operating pattern once fitted with CCS.”  

GLD considers that Strike Prices in Contracts for Difference, and the EPS used to 

define Emissions Limits, should be set so as to stimulate sufficient investment in 

Renewables, and other Low Carbon generation, to allow the role of gas to be quickly 

reduced to occasional backup, with a priority for plant with CCS.  

If CCS is economic and effective it will reduce the climate change impact of gas 

generation when back up is needed, but relying on gas with CCS for a significant 

proportion of routine electricity generation would quickly deplete our accessible 

reserves, thus greatly increasing the price of gas, both for generation and for domestic 

use. It would make our supply insecure, putting us at the mercy of overseas suppliers, 

making it difficult to meet peak demand and draining currency reserves.  

Fracking for Shale Gas – no panacea  

Using hydraulic fracturing to extract gas from shale is not, as many would like to 

believe, a new panacea, it is simply a step in exploiting successively more difficult 

and expensive to access reserves.  

Fracking tends to result in more methane leakage than traditional gas extraction. As 

methane is a much more powerful greenhouse gas than CO2, slackly regulated shale 

gas use could yield total CO2 equivalent emissions on a par with those from coal. 

Planning permission for UK fracking will only be given if there is credible evidence 

that leakage will be small and that there will be no pollution of the ground (water). We 

would expect penalties if extraction does not meet the standards set when permission 

is given, and an insistence that any imported shale gas would be of similar status. 

The more gas we us for electricity generation, the more we will depend on imports, 

the more prices will increase, and the less long gas will be economic for domestic 

heating and other uses for which alternative energy sources are more difficult to use. 

Lewis and Taylor’s report on Britain’s shale gas potential, published by the Institute 

of Directors, assumes only a backup role for gas in electricity generation, with the 

bulk of gas being used for heating. The IoD report reinforces our view that there is no 

need for the proposal in clause 36 for Emissions Limits that allow unabated high load 

factor (or base load) electricity generation from gas until 2045.  
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36 Duty not to exceed Annual Carbon-dioxide Emissions Limit 

The Bill fixes  the Emissions Performance Standard, for fossil fuel power stations, at 

450 g / kWh (grams of CO2  emitted per kWh generated) until 2045. 

It then specifies the way of calculating the Annual Carbon-dioxide Emissions Limit 

for a fossil fuel generating plant, which is equivalent to the emissions of a plant of 

equal installed generating capacity, with an emissions performance at the Emissions 

Performance Standard, operating at full power for 85% of the year. [The 85% factor is 

incorporated in the factor 7.446 in the formula    X = R × C × 7.446 .] 

This formula gives an Annual CO2 Emission Limit of 3 351 tons of CO2 per megawatt 

of installed generating capacity.   

Given the limited extent of the UK’s economically exploitable fossil fuel reserves, 

over reliance on fossil fuel plant will reduce security of supply, by making us 

increasingly reliant on fuel from overseas. Should the UK leave the EU, or become 

semi-detached, we could find ourselves at a disadvantage when competing for fuel. 

The GLD calls for stricter Emissions Limits which will encourage more investment in 

renewables. A modern unabated gas fired power station has an Energy Performance of 

about 400 g of CO2 / kWh generated. With an EPS of 450 g/kWh such a plant would 

be allowed to run flat out for 
450

/400 × 85% =  96 % of the time. Given continued 

availability of most existing renewable generation and some existing nuclear 

generation into the 2040s, and the need ensure that the replacement of retiring nuclear 

generation  is not by fossil fuel plant, we should not allow unabated fossil fuel plant to 

generate full time until 2045.  

The GLD Policy Forum suggests that instead of offering a fixed the EPS until 2045, 

the Bill should guarantee a producer a reducing EPS figure, to provide an incentive to 

invest in renewables and other low carbon energy sources and as an incentive to 

achieve swift roll out and maximum efficiency of Carbon Capture and Storage 

facilities. 

For example: until 2015, a plant’s EPS could start at 400 g/kWh with the guaranteed 

value reducing by 50 g/kWh in 2016 and 2020, and again every 5 years until it is 

down to 50 g/kWh in 2045. For this example, between 2040 and 2045, a gas fired 

generator without Carbon Capture and Storage (or carbon use) would still be entitled 

to the equivalent of full load generation for 26% of the time, making a useful 

contribution when demand is high and renewable output is low.  

The EPS would need to be reviewed, with the facility to temporally increase the 

allowances above the guaranteed level if extra generation is essential, or to give lower 

a lower guaranteed EPS for new plant if there was plenty of capacity.  
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36 (7) The provision to discount the proportion emissions from CHP plants 

attributable to the heat sold is a welcome provision which will give an incentive for 

district heating schemes and other useful deployment of thermal output. GLD 

considers further incentives for district heating to be desirable. 

149 (Page 219) Clarifies that the provisions will only apply to plant at or over 50MW 

electrical capacity. This is a large limit that will exclude small generators, who will 

together produce significant emissions.  

The Bill should be modified to make the provisions apply to plant over 10 or 20 MW 

electrical. [50MW ≡ 5% of Sizewell B output ≡ 20 giant wind turbines with 80 m 

blades] 

Extra powers needed on methane leakage 

The GLD are concerned that hydraulic fracturing (fracking) for shale gas could result 

in higher routine leakage of methane than estimated in planning applications  and that 

there will be a risk of occasional large scale leakage. Methane has a much stronger 

greenhouse effect than carbon-dioxide. 

The Government should be able to take appropriate action if fossil fuel extraction 

methods that release significant quantities of greenhouse gas become widely 

employed. The Bill should give the Government the power to introduce regulations to 

enable the addition of a proportion of the CO2 equivalent of the greenhouse gas 

emitted in the extraction of the fossil fuel used by a plant, to the actual chimney CO2 , 

when calculating its CO2 Emissions for the purposes of the requirements of section 36. 

37 Exception for CCS Demonstration Projects 

The Explanation section claims that the Bill “reinforces the policy statement” that 

there should be no new unabated coal generation. (Para 142 page 219)   

However the interim arrangements given in ONPS EN1 allow the construction of coal 

plant with Carbon Capture and Storage on the first 300MWe of plant, with the rest of 

the plant only Carbon Capture Ready. The proposed exemption facility means that, 

with the EPS (and thus the EL) recommended in the draft Bill, an 800 g/kWh coal 

fired plant in a demonstration project with an unsuccessful Carbon Capture and 

Storage system, could be allowed to run at maximum output for 47% of each year. 

Being allowed to work almost flat out for 6 months/year even if the demonstration is 

not successful, or not extended to the whole plant, is not a great incentive to get the 

CCS working. 

If the GLD suggestion of an EPS falling with time from a lower initial value is 

adopted, then it would be reasonable to allow a failed demonstration project to have 

some concession; for example extra 5 years before its EPS starts to fall by 50 g/kWh 

every 5 years.   
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Schedule 3 Part 2 Enforcement  

5 (3) It is of concern that no guidance is given about the circumstances in which the 

Secretary of State can suspend the Emissions Limit for a period. 

 

Chapter 1 Contracts for Difference 

Contracts for Difference are supported by GLD. 

1 Low Carbon  

(1) This allows the Secretary of State to make regulations about contracts for 

difference for the purpose of encouraging “low carbon electricity generation”. 

Throughout Part 1 of the Bill the term is also used in various other contexts. 

(7) The vagueness of the definition of “Low Carbon electricity generation” as 

“electricity generation which in the opinion of the Secretary of State will contribute to 

a reduction in emissions of targeted greenhouse gases within the meaning of Part 1 of 

the Climate Change Act 2008’’; allows the use of energy crops production and other 

concerning sources of energy to be given the same status as more acceptable low 

carbon sources. The GLD Policy Forum believes that this should not be the case. It 

also believes that there should be an Emissions Performance Limit to qualify for Low 

Carbon status. 

Specifying types of low carbon generation at each occurrence in the bill would be 

cumbersome. The Forum suggests a tighter definition of the type of generation to be 

given preferential treatment. It should specify an Emissions Performance Limit 

(perhaps 10 g/kWh electrical) and it should exclude biomass generation from energy 

crops which divert land from food or timber production, or by systems which give rise 

to other forms of pollution. It could then be referred to by a term such as “Approved 

Low Carbon electricity generation” or “Sustainable Generation” throughout the Bill. 

6 Strike Price 

Neither here, nor in 8, nor in the notes on pages 196 to 197, is there clear direction or 

explanation on how the Secretary of State is to set specific targets relating to the 

energy value of CFDs issued and the setting of Strike Prices in respect of: type of 

generation technologies; size of generation capacity, and location of generation. This 

has already led to accusation of political bias in arriving at Strike Price predictions.  

The general requirement, to have regard to security of supply, needs to be reinforced 

by specific mention of the need to set different Strike Prices, in order to ensure a 

workable balance between expensive anytime, and cheaper intermittent, low or no 

carbon generation and to avoid overdependence on fossil fuel. 



GLD on Energy Bill    6  November 2012 

12 General Considerations 

(2) The order of the “matters” should be changed so that the importance of duties 

under the Climate Change Act and the Renewables Requirement is emphasized by 

making them precede the likely consumer price.  

 

Chapter 2 Investment Instruments 

The GLD comment on Chapter 1 applies equally to this chapter. 

 

Chapter 3 Capacity Market 

22 Capacity Auctions  

The auctions should be structured so as not to disadvantage relatively small providers 

in the renewable energy sector. 

(4c) ‘The matters to be taken into account in reaching a decision.’ – must include 

emissions and security. 

 

Chapter 6 The Renewables Obligation: Transitional Arrangements  

35 Certificate Purchase 

We welcome the introduction of certificate purchase obligations and orders but have 

reservations about fixed price certificates.  

 

Chapter 7 Emissions Performance Standard 

Comment on Chapter 7 is at the beginning of this report. 
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PART 2 NUCLEAR REGULATION 

There is a wide range of opinion on nuclear energy in the Green Lib Dems, ranging 

from wanting a German style swift exit to believing that, while nuclear fission is not a 

long term solution, until the middle of the century it has an important role to play in 

weaning the UK off its extravagant use of fossil fuel.  

There has been no recent in depth debate on nuclear issues, but recent Conference 

decisions indicate that the majority believe that there should be no public subsidy 

allocated to new nuclear generation.   

In the interest of safety there must be strict regulation of all nuclear sites, including 

power stations and waste stores, with the robust enforcement mechanisms. The 

complete independence of the Office for Nuclear Regulation from the generators and 

party political interference is essential.  

A similar independence of scrutiny is needed for health and safety in the renewable 

and fossil fuel industries, and for the verification of greenhouse gas emissions from 

the extraction and use of fossil fuels.  

In the scrutiny of the Bill in general, and this Part of the Bill in particular, 

parliamentarians are asked to pay particular attention to the powers to make 

regulations and the scope they would allow a future Secretary of State to move from 

the intentions of the Bill. 

 

GENERAL COMMENT  

  

Energy and Climate Change Committee 

The Forum notes the Select Committee’s July 2012 report on the Bill and supports its 

leading recommendations, particularly the call for “a 2030 target for carbon intensity 

of the electricity sector compatible with meeting statutory carbon budgets and the 

2050 target.” We share the concern that the “DECC's decision to grandfather the EPS 

until 2045 is not compatible with our long-term decarbonisation objectives.” And join 

the recommendation “that a shorter grandfathering period commensurate with 

decarbonising the electricity system by 2030 should be adopted.”  

We note the Chairman’s comments that “The Government is in danger of botching its 

plans to boost clean energy, because the Treasury is refusing to back new contracts to 

deliver investment” and “If the Energy Bill does not set a target to largely decarbonise 

the electricity sector by 2030, then the UK may miss one of the biggest opportunities 

it has to create a low-carbon economy in the most cost effective way.” 
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Equitable World View 

It has been suggested that it is irrelevant for the UK to reduce CO2 emissions while 

nations with developing economies are increasing theirs, or while larger countries are 

not cutting back. However if all small and medium sized countries took that attitude, 

the sum of their actions would be very significant. It is up to each country, large and 

small to strive to achieve and retain low per-capita greenhouse gas emissions.  

The UK per capita rate of carbon-dioxide emissions is about six times that of India, 

which has been employing large scale renewables schemes (largely hydroelectric) at 

an earlier stage in its industrial development, than was the case in the UK.    

China’s per-capita emissions are approaching Europe’s average, but are still less than 

half of those the USA. China is already investing heavily in wind and solar power, but 

is also building coal fired powers stations. Its rapid increase in demand for energy is in 

a large part due to the energy content of goods for export to the west. Were the west to 

demand a lower carbon footprint for the goods it imports, Chinese industry would 

have to adjust. The resulting costs would reduce some of the loss of jobs from the 

west to China. However it would be hypocritical for the west to demand low carbon 

policies in China, if it were not reducing its own greenhouse gas emissions.   

Bill Context 

Page 10 of the Introduction to the Bill sets out the background to Electricity Market 

reform. It states:- 

“5. Electricity plays a part in almost every aspect of modern life and is vital to our 

economic and social wellbeing. ………. However, we face a number of 

unprecedented challenges in the coming decades:- 

 we must decarbonise electricity generation: it is vital that we take action 

now to transform the UK permanently into a low-carbon economy and meet 

our 15 per cent renewable energy target by 2020 and our 80 per cent 

carbon reduction target by 2050. To put us on this latter trajectory, power 

sector emissions need to be largely decarbonised by the 2030s. Without 

reform, the electricity sector would have an emissions intensity in 2030 of 

over three times the level advised by the Climate Change Committee. 

Electricity Market Reform (EMR) will put in place the institutional and 

market arrangements to deliver the scale of change in the power sector needed 

to meet the UK’s carbon budgets, including the recently-adopted fourth carbon 

budget;  
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 security of supply is threatened as existing plant closes: around a fifth of 

existing capacity is expected to close over the next decade and more intermittent 

(wind) and less flexible (nuclear) generation will be built to replace it. These 

changes to our market create an investment challenge, in particular for flexible 

plant, which will be needed during periods of peak demand or still days (i.e. 

when the wind doesn’t blow), but which would operate less often than now 

and therefore have less certain revenues. This uncertainty could lead to 

underinvestment and, as a consequence, uncomfortably low levels of reliable 

capacity. If we don’t act, a central scenario we have modelled suggests that in 

some years we could see blackouts affecting up to 2.5 million homes; 

 demand for electricity is likely to rise: despite the improvements in household 

and non-domestic energy efficiency, which will be generated through the 

introduction of the Green Deal and the roll-out of Smart Meters across the 

country, overall demand for electricity may double by 2050 due to the expected 

expansion in the uses of electricity with the electrification of transport, heat and 

other carbon intensive sectors; and  

 electricity prices are expected to rise: increases in fossil fuel costs and 

environmental policies are likely to lead to higher bills in the future, even without 

factoring in the huge investment needed in new infrastructure. The Government is 

committed to reducing the impact on consumers by making sure investment takes 

place in the most cost-effective way possible.” 

 

However the Bill does not deal with all aspects of policy necessary to address these 

issues. In particular, it does not appear to establish the means of achieving the 

overview necessary to assure the effective adjustment and integration of the various 

interdependent measures that will influence the outcome.  

Page 1 of the Bill itself states the Bill is to:- 

 Make provision for Contracts for Difference and Investment Instruments in connection 

with encouraging Low Carbon Electricity Generation;  

 for establishing a Capacity Market in relation to energy supply; in connection with the 

renewables obligation;  

 for imposing an annual carbon dioxide Emissions Limit on fossil fuel plants; about the 

designation of a strategy and policy statement; 

 for the establishment and functions of the Office for Nuclear Regulation;  

 about the government pipe-line and storage system and rights exercisable in relation to it;  

 about offshore transmission of electricity during a commissioning period; and for 

connected purposes. 

The Green Liberal Democrats are concerned that the scope of the Bill did not include the 

closely related matters of Energy Saving, Energy form Waste, CO2 storage and fracking. 
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Electricity Market Reform  

The failure of the Bill, as proposed, to set an annual Emissions Limit that, presents an 

initial challenge and becomes stricter with time, is a failure to take a low cost route to 

decarbonisation, which risks the need for future emergency electricity price hiking 

measures to limit greenhouse gases.  

The proposed high Emissions Limit until 2045 would both:-  discourage investment in 

renewables and nuclear generation; and remove any sense of the urgency of the need 

for the development of economic Carbon Capture and Storage for fossil fuel. A high 

EL could thus expose us to the treble risk of fracking not being able to safely achieve 

its predicted output, imported fossil fuels becoming high in price and low in security, 

and of having to abandon out post 2045 targets if we have neither developed effective 

and economic Carbon Capture and Storage nor invested in enough renewable and low 

carbon technology by then.  

Energy Saving, New Uses for electricity and New Technology 

The Bill provides for interacting systems aimed at providing a secure electricity 

supply with falling greenhouse gas emissions. The Draft Bill contains much 

introductory and explanatory material. It is important that enough of this is carried 

forward into the Act to inform strategies for the use of its powers.  

Ensuring that EMR produces investment in appropriate amounts of plant, requires 

reliable estimates of :-   

 the level of demand reduction due to energy efficiency improvements; 

 the degree smoothing of peak demand, including by the use of genuinely smart 

metres and a smart grid 

 the contributions of new technologies to generation, storage and load 

management; including the degree of development of non fossil fuels, such as 

biogas from waste and hydrogen generated using surplus electricity when the 

wind is high; 

 increases in demand due to switching from direct fossil fuel  use to electrical 

systems, for example from petrol and diesel to electric traction and from gas 

heating to electrically operated heat pumps.  

Because of losses in the production and distribution of electricity, such switching 

could result in increased CO2 emissions, if implemented while much of our electricity 

is still produced from fossil fuel without CCC. Careful phasing of conversions from 

fossil fuel to electricity with the introduction low carbon capacity is needed.  
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The Bill could have done more to define appropriate methods of monitoring and 

adjusting the measures the Bill sets out in order to achieve the objectives quoted from 

the “Context” section.  

Energy from Waste   

The Green Liberal Democrats have received expressions of regret from members that 

the Emissions section of the Bill is restricted to carbon-dioxide emissions from large 

fossil fuel power stations.  

Given the impact of poorly controlled incineration on health, members consider a 

need for proper regulation to control emissions from generation from waste plants and 

to give the public access to real-time emissions data.  

Proper monitoring of nuclear power plants is included in the Bill, but GLD members 

regret that monitoring Energy from Waste was not. 

Carbon Storage and Hydraulic Fracturing Risks 

The Bill does not contain details of the risk assessments for CO2 storage and of the 

inspection of storage sites. It should specify strict risk assessments for storage sites 

and checks for leakage or release of captured and stored CO2 , with any found counted 

as part of the emissions, for that year, from the plants that contributed to the store; and 

with stiff penalties for major leaks. 

Similar inspection is needed for fracking to ensure the ground (or groundwater) is not 

contaminated and to assess methane leakage so that its CO2 equivalent can be added to 

the chimney emissions of generators using the gas in the calculation of Emissions that 

must be below the Emissions Limit.  

Control framework for DECC levy-funded spending 

As the Treasury has power to cap the levy which funds incentives, the success in 

meeting the Bill’s objectives will be dependent on future Treasury policy. Effective 

use of regulations such as the Emissions Limit can reduce reliance on levy spending 

for incentives. The GLD Policy Forum call for a reducing EPD would help achieve 

this end.  
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CONCLUSION 

The GLD Policy Forum thus welcomes the objectives of the Bill. However it 

considers that, to achieve these objectives, some changes are needed before the Bill is 

enacted.  

The Green Liberal Democrats Policy Forum considers that the priorities for 

Parliament must be: 

to revise the Emissions Limits so as to provide continuity of supply, without 

locking us in to unabated gas generation until 2045, 

to ensure that there is adequate provision for assessment and verification  of 

Emissions Performance, methane release and the security of carbon storage. 

to scrutinise the rules on the issue of Regulations, to minimise the opportunity 

to use them, for ends that are inconsistent with the objectives for the Bill, 

without the consent of Parliament. 

The Green Liberal Democrats believe that the social and economic costs of climate 

change are so great as to make action to reduce the accelerating rate of global 

warming essential. The Energy Bill is focussed on reducing greenhouse gas emissions 

from the electricity generation sector, where is practical to achieve very low 

emissions. Overall emissions will be higher, as achieving very low emissions in some 

of the other sectors is more difficult. However we need to reduce emissions wherever 

we can.  

Investment now will stimulate the economy, protect us from the long term escalation 

of world fossil fuel prices, and keep us competitive.  

   

Steve.Bolter@greenlibdems.org.uk Report editor 

 

M Hadfield-Spoor   21
st
 November 2012   

Vice Chair Political      vice-chair.political@greenlibdems.org.uk 

 

On behalf of the Green Liberal Democrat Policy Forum and contributing members of the GLD 

  

 

 

NOTE It has been suggested that a reducing Emission Limit for power stations is unnecessary because control can come from a rising 

carbon price. However regulating this way could create difficulties for those energy intensive industries which, unlike electricity 

generators, do not have viable alternative technologies available to them. 
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