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Why are energy prices rising? - Office of Gas and Electricity …



Promoting choice and valueConsumers are facing tough economic times including increasing energy prices . This factsheet explains why energy prices are energy prices workThe price you pay for your energy is dependent on several things. About half of your bill is the wholesale cost of gas and Electricity , but there is also the cost of distribution, transmission charges, government tax (VAT), environmental costs and meter provision - as well as your energy company s supply costs and profit. While the environmental and network costs are increasing it is wholesale energy costs, which can fluctuate widely and are dependent on global prices , that are having the greatest impact on energy bills. This factsheet looks at the factors behind rising energy prices in more detail. What s driving up energy pricesHigher gas prices have been the main driver of increasing energy bills over the last eight years. As the graph below shows, Britain enjoyed a period of falling gas prices until 2004/05.

The price you pay for your energy is dependent on several things. About half of your bill is the wholesale cost of gas and electricity, but there is also the cost of distribution, transmission charges, government tax (VAT), environmental costs and meter provision - as well as your energy company’s supply costs and profit.
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    	Transcription of Why are energy prices rising? - Office of Gas and Electricity …


        
    	1 Promoting choice and valueConsumers are facing tough economic times including increasing energy prices . This factsheet explains why energy prices are energy prices workThe price you pay for your energy is dependent on several things. About half of your bill is the wholesale cost of gas and Electricity , but there is also the cost of distribution, transmission charges, government tax (VAT), environmental costs and meter provision - as well as your energy company s supply costs and profit. While the environmental and network costs are increasing it is wholesale energy costs, which can fluctuate widely and are dependent on global prices , that are having the greatest impact on energy bills. This factsheet looks at the factors behind rising energy prices in more detail. What s driving up energy pricesHigher gas prices have been the main driver of increasing energy bills over the last eight years. As the graph below shows, Britain enjoyed a period of falling gas prices until 2004/05.
2 This is the year that Britain first imported more gas than it produced itself. Becoming more reliant on imported gas has meant that British gas prices have become increasingly influenced by global events, especially those that affect the oil prices as often European gas prices are linked to the oil price. Why are energy prices rising? for all gas and Electricity customersFactsheet 108 -90 Sep-91 Jun-92 Mar-93 Dec-93 Sep-94 Jun-95 Mar-96 Dec-96 Sep-97 Jun-98 Mar-99 Dec -99 Sep-00 Jun-01 Mar-02 Dec-02 Sep-03 Jun-04 Mar-05 Dec-05 Sep-06 Jun-07 Mar-08 Dec -08 Sep-09 Jun-10 Mar-11 Annual bill ( )IncumbentAverage best offerAverage billHistorical Standard Credit Gas prices June 1986 - September 2011 Updated graph based on revised average consumption level of 16500 kWh per customer, per year for a standard tariff. Ofgem analysis on data from from 2003 2011, data prior to this date is owned by are energy prices rising?
3 Factsheet oil price is now a big driver of GB gas prices . This is because during periods of high demand in winter, Britain needs to attract flows of gas through the pipelines that connect Britain with Belgium and Norway. And to attract this gas, the GB price has to be at least as high as the gas price on mainland Europe. As the gas price in mainland Europe is largely linked to the oil price, gas prices in Britian also become dependent on the price of oil. A large portion (35-50%) of Electricity generated in the GB is done by burning gas. And as around 50% of the wholesale Electricity price is made up of the costs of the fuels used to generate the Electricity , changes in the gas prices will also signifcantly affect the Electricity price. What else is affecting prices ?We estimate that between now and 2020 Britain needs to invest up to 200 billion to meet its environmental targets and to secure energy supplies.
4 At the moment, the cost of Government environmental and energy efficiency programmes adds around 100 on to the average energy bill of 1,300. However, greater reliance on non-fossil fuels such as nuclear and renewables, could reduce Britain s dependence on gas imports. The Government is currently proposing major reforms to the Electricity industry, to attract the necessary investment to replace aging nuclear stations and coal fired power stations which do not meet EU emissions standards. Network costs, which make up around 20 per cent of your bill , will also have to increase. We estimate that around 30 billion will be needed to be spent over the the next ten years on our energy networks to replace aging infrastructure, support the drive to a low carbon economy and connect to new supplies of gas. This will increase network costs by around 60 over the next ten is the future for gas supplies? The graph below shows the winter gas price this year, compared to last year.
5 In the short-term, gas prices have risen due to a number of factors: The oil price is high by historical standards. Increasing demandfrom developing countries, notably China, has helped push upoil prices over the last decade. In the past year oil prices have also been kept high by the ArabSpring , which affected production of oil from Libya and raisedfears that production may be further affected by instability inother major oil producing countries in the region. The GB gas price may have also been affected by the tsunamiand subsequent nuclear closures in Japan this year. This hasled to Japan to increase its demand for shipments of LiquifiedNatural Gas (LNG), putting pressure on world LNG prices . Overthe summer months this year, a third of GB gas supplies camefrom LNG; higher world LNG prices are likely to put upwardpressure on GB as a result of these factors, the winter gas price for 2011/12 is around 40 per cent higher than last s energy market has delivered over 10 billion of investment in new importation facilities.
6 This gives Britain a very diverse mix of gas sources, ranging from LNG terminals which can import gas from around the world, to pipelines which connect us to Norway and Europe. However, in the long-term the future of gas supplies will depend on global supply and demand. On the supply side two important factors are how gas supplies from Russia and Central Asia are developed, along with the impact European shale gas might have on gas supplies. Future demand from Asia and around the world will also have an impact on Britain as we compete on the world market for gas supplies. 3035404550556065707580 Gas price (p/th)31 Jan28 Feb31 Mar30 Apr31 May30 Jun31 Jul31 Aug30 Sep31 Oct30 Nov31 Dec31 Jan28 Feb31 Mar30 Apr31 May30 Jun31 Jul31 Aug30 SeptWinter 11/12 gas priceWinter 10/11 gas priceWinter wholesale gas price comparision: 2010 vs 2011 Wholesale markets allow you to buy gas in advance of its delivery date, at an agreed price (known as hedging).
7 This graph compares gas prices for delivery in Winter 2011/12 and Winter 2010/11. On 31 October 2010, gas for delivery last winter (the red curve) was roughly the same price as gas for deliver this winter (the blue curve). However, since then, gas for delivery in Winter 2011/12 gas rose significantly in are energy prices rising? Factsheet media enquiries contact:Lydia Fitzpatrick, Senior Communications Manager 020 7901 7419 email Chris Lock, Senior Press Officer 020 7901 7225 email How do Britain s energy prices compare with the rest of Europe?Britian s domestic energy prices are still relatively low compared to most European countries, although the latest data we have doesn t take into account all the recent GB price rises. However, this is also a reflection of the different tax rates across s role As regulator we don t control prices price decisions are down to energy suppliers. Our role is to promote competition and regulate where necessary to protect the interests of consumers.
8 This means we do not regulate retail prices , rather we make sure the market is competitive to keep pressure on prices , profits and service quality. We also regulary publish information for consumers on the link between retail and wholesale prices . Plans for reformOur recent investigation into the energy market concluded that energy companies were failing consumers by stifling competition through a combination of tariff complexity, poor supplier behaviour and lack of transparency. It also showed that suppliers response to the reforms Ofgem had introduced following its 2008 energy probe had been patchy. We are therefore proposing to make it simple to compare tariffs so consumers will find it easier to choose the right deal. We are also proposing to break the power of the Big Six suppliers in the Electricity addition to this we are proposing more prescriptive changes for annual energy statements and bills.
9 We will also be publishing the findings of an independent report into making energy company accounts more transparent in the New Price Rankings ( prices including energy , distribution and taxes) as of September 1, 2011 Electricity (all tax included)Gas (all tax included)RankingCityPrice ( cent/kWh)RankingCityPrice ( cent/kWh)1 (dearest) (dearest) (cheapest) (cheapest) : E-Control and VaasaETTFor public enquiries contact:Consumer Affairs team 020 7901 7295 email.
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			Know your rights - Office of Gas and Electricity Markets

			www.ofgem.gov.uk
			Northern Powergrid 0845 070 7172 0800 66 88 77 www.northernpowergrid.com Yorkshire Northern Powergrid 0845 070 7172 0800 375 675 www.northernpowergrid.com North West England Electricity North West 0800 195 4141 0800 195 4141 www.enwl.co.uk Merseyside and North Wales SP Energy Networks 0330 1010 444 0800 001 5400 …

			   Your, Northern, Know, Rights, Know your rights, Powergrid, Northern powergrid, Northernpowergrid

		

	

	
				
					

		
			Easy Guide to Heat Pumps - ofgem.gov.uk

			www.ofgem.gov.uk
			Electricity meter readings will need to be provided every quarter as part of your periodic data submission. You ... evidence COP At least 2.9 COP confirmed by manufacturer’s datasheet ... underpins the scheme3 only allows support for the ‘renewable generation of heat’. Therefore, the heat generated by the ...

			   Generation, Evidence, Electricity, Renewable, Renewable generation

		

	

	
				
					

		
			Access Reform in Electricity Transmission – …

			www.ofgem.gov.uk
			Bringing choice and value to customers Direct Dial: 0207 901 7410 Email: Mark.Copley@Ofgem.gov.uk 9 May 2006 Dear Colleague, Access Reform in Electricity Transmission – Working Group Report and Next

			   Access, Working, Transmissions, Reform, Electricity, Access reform in electricity transmission, Access reform in electricity transmission working

		

	


                
                
	
				
					

		
			THE INSTITUTION OF GAS ENGINEERS & MANAGERS

			www.ofgem.gov.uk
			registered charity no. 214011 the institution of gas engineers & managers assessment of the risks associated with the introduction of competition

			   Engineer, Manager, Competition, Institutions, The institution of gas engineers amp managers

		

	

	
				
					

		
			Draft Guidance for generators: Co-location of …

			www.ofgem.gov.uk
			1 Overview This document provides guidance for participants of the Renewables Obligation (RO) and Feed-in Tariffs (FIT) schemes who are considering co-locating electricity storage facilities with their

			   Obligations, Renewable, Renewables obligation

		

	

	
				
					

		
			All Electricity licensees - Addresses Last updated 18/02/2019

			www.ofgem.gov.uk
			Aikengall II Community Wind Company Limited SC457920 Electricity Generation Caledonian Exchange 19A Canning Street Edinburgh EH3 8HE United Kingdom Registered ...

			

		

	


                
                
	
				
					

		
			Open Letter Consultation on approach to setting the next ...

			www.ofgem.gov.uk
			The Office of Gas and Electricity Markets 10 South Colonnade, Canary Wharf, London, E14 4PU Tel 020 7901 7000 www.ofgem.gov.uk Direct Dial: 0207 901 Email: Open Letter Consultation on approach to setting the next electricity

			

		

	

	
				
					

		
			A guide to electricity distribution connections policy

			www.ofgem.gov.uk
			Charging for a connection 8 5. Improving the service to customers 10 ... SLC 13 requires a network operator to have and maintain a charging methodology, based on a set of principles. It must also have an associated ... 1 The common connection charging methodology is schedule 22 of the DCUSA:

			   Policy, Guide, Distribution, Connection, Methodology, Common, Charging, Electricity, Common connection charging methodology, Guide to electricity distribution connections policy, Charging methodology

		

	

	
				
					

		
			Enabling the transition to electric vehicles

			www.ofgem.gov.uk
			This document communicates our ambition supporting the transition to Electric Vehicles (EVs). It also sets out our priorities for supporting EV deployment and the integration of EVs into the electricity system. Enabling the transition to electric vehicles: the regulator’s . priorities for a green fair future . Publication date: 4th September 2021

			   Electric, Transition, Enabling, Enabling the transition to electric, The transition to electric

		

	


                
                
	
				
					

		
			Distribution Network Operators - Office of Gas and ...

			www.ofgem.gov.uk
			point substations –Land rights • Wayleaves, easements and statutory rights ... G59 Larger Applications - In general for generators in excess of 16A per phase ... commissioning the source. 25 There are a number of basic issues associated with connecting distributed generation to the wider electricity

			   Distribution, Commissioning, Substations
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