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1. About Regen  

Regen is an independent, not-for-profit centre of expertise in sustainable energy with nearly 
20 years’ experience in transforming the energy system and delivering independent expert 
advice and market insight on all aspects of sustainable energy delivery. 

Regen’s members include energy supply companies, renewable energy generators, network 
operators, storage and flexibility providers and a wide range of community energy, local 
authority organisations. We therefore have a very broad perspective of the energy industry 
without representing a single group or sector. 

Regen has  highlighted issues associated with the transparency of energy products since 
2018, when we published an article entitled ‘We need to talk about green energy tariffs’ 
which discussed the use of Renewable Energy Guarantees of Origin (REGOs)  and green 
marketing. Following this article Regen engaged widely within the energy industry including 
a number of energy supply companies to better understand the issues around greenwashing 
and why it occurs.  A further article in 2020  ‘More price transparency is welcome, but can 
REGOs play a material role to achieve net zero carbon’, welcomed the introduction of some 
REGO price transparency but questioned whether the current use of REGOs is making a 
material difference to the net zero transition.  

From an energy transition perspective Regen’s key concerns are that the proliferation of 
greenwashing could a) dissuade consumers from participating in, and supporting, the net 
zero transition and b) lead to the undervaluing of renewable energy in the market. Our 
response to the call for evidence therefore focuses on the need to restore consumer trust in 
the short term, and to ensure that the value of renewable energy is recognised in wholesale 
and REGO prices in order to accelerate low carbon investment. 

Our response has focused on the sale of green electricity products, since this has been the 
most high-profile area of greenwash and concern for consumers, but the approach and 
principles we have suggested should equally be applied to other energy products including 
the sale of green gas and hydrogen. Regen has responded separately to the BEIS 
consultations on Hydrogen Standards and Hydrogen Business Models. 

2. Summary response 

Regen welcomes the BEIS call for evidence to establish a framework to ensure transparency 
in the sale of energy products.  The call for evidence is timely, but we would urge the 
government and regulator (Ofgem) to move quickly to implement reform in the energy 
supply market, especially in areas around the Fuel Mix Disclosure (FMD) and marketing 
standards for the use of REGOs and green branded tariffs.  

The greenwashing of electricity tariffs by means of a) Unbundled REGOs and b) Branded 
Green Tariffs and “REGO” shuffling, has been reported widely in the press and broadcast 
media. Coming alongside the collapse of supply companies, which has been attributed to 
poor management and weak regulation, greenwashing has led to a further loss of trust.  

There is a danger now that, if action is not taken, the impact of greenwashing will further 
increase the widespread consumer cynicism felt towards the energy market. This could 
jeopardise wider consumer support for other decarbonisation initiatives including adoption 

https://www.regen.co.uk/we-need-to-talk-about-green-energy-tariffs/#:~:text=There%20has%20been%20a%20rapid,their%20bit%20for%20the%20planet.
https://www.regen.co.uk/price-transparency-is-welcome-but-can-regos-play-a-material-role-to-achieve-net-zero-carbon/
https://www.regen.co.uk/price-transparency-is-welcome-but-can-regos-play-a-material-role-to-achieve-net-zero-carbon/
https://www.regen.co.uk/wp-content/uploads/Low-Carbon-Hydrogen-Standard-consultation-response-Regen.pdf
https://www.regen.co.uk/wp-content/uploads/Hydrogen-Business-Model-consultation-response-Regen.pdf
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of energy efficiency measures, smart meters and smart tariffs, flexibility services and the 
future shift from gas boilers.   

It is unclear whether there has been a regulatory gap, or whether there has been a failure to 
implement the available regulations. The Fuel Mix Disclosure regulations (2005) did not pre-
empt the widespread use of unbundled REGOs, or the marketing methods that would be 
adopted, but an adherence to the original intent and purpose of the regulations (by industry 
and Ofgem) should have prevented such practices. 

As there is an immediate imperative to restore trust and eliminate confusion, our analysis 
has focused on reforms to the fuel mix disclosure and marketing standards. We believe that 
these reforms can be implemented quickly, and relatively easily, if policy makers, regulators 
and the industry are prepared to act. The process of validating the fuel mix could be 
radically improved using existing digital data and carbon tracking.  

The surge in demand for green energy products is a positive development which shows that 
many consumers and business customers want to be part of net zero transition. Harnessing 
that passion and commitment will be essential if the UK is to transition to a net zero energy 
system and reduce the impact of climate change.   

There is also an opportunity to change the industry culture to properly engage with the 
consumer based on respect and transparency. If the industry can do that then there is a far 
greater chance that consumers will actively support the wider net zero transition.  

Our longer-term recommendations, therefore, consider how consumers can be better 
informed about the carbon content of their electricity consumption and how to engage 
them with efficiency measures and demand shifting, to proactively reduce their carbon 
footprint. Providing consumers with easily accessible and forward-looking data on the 
carbon intensity of energy is key.  Combined with smart technology and dynamic tariffs this 
will enable and incentivise consumers to reduce their own carbon footprint by a) Reducing 
their energy consumption through efficiency and b) Shifting their demand to periods when 
renewable energy is in abundance and the carbon intensity of network electricity is low.  

Key recommendations 

Immediate reforms to restore consumer trust and transparency (Section 2) 

1. Improve the standard and transparency of the Fuel Mix Disclosure  (Section 4.1) 

2. Redesign the process to improve the timeliness and accuracy of the production of the 

fuel mix disclosure (Section 4.2) 

3. Set clear marketing standards around the use of REGOs  ( Section 4.3) 

4. Set clear marketing standards around the use of branded green tariffs (Section 4.4) 

Enable and incentivise consumers to reduce their carbon footprint (Section 5) 

5. Provide a forward view of carbon intensity and use of smart agile tariffs (Section 5.2)  

6. Set a carbon levy for fuel. Removing the current electricity price distortion (Section 5.3) 

Using the value of green energy to ensure future low carbon investment 

7. Policies that allow generators to trade the true value of green energy (Section 6)  
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3. Background – the problem of greenwashing electricity tariffs 

3.1. Time for urgent action 

Policy makers have been aware of greenwashed electricity tariffs since at least 2018, when 
BEIS and Ofgem reviewed the market as part of the implementation of the Energy Price Cap 
bill. Regen also raised this issue in a widely shared paper “We need to Talk About Green 
Energy Tariffs”. Since then the issue has been highlighted by the mainstream media 
(including feature pieces on the Jeremy Vine radio show and Gloria Honeyford on Good 
Morning Britain) and is now widely recognised by many consumer groups and 
commentators. The announcement of this call for evidence was itself featured in most 
broadsheets with the strong expectation that the government is poised to take action. 

There is now a growing urgency for the industry and regulator to respond to the widely held 
belief that greenwashing is endemic across the energy sector. This cynicism is undermining 
consumer trust and participation in the net zero transition and could, if allowed to develop, 
make it much more difficult to persuade consumers to support future decarbonisation 
measures, such as the adoption of smart meters, flexible tariffs, digitalisation and the switch 
from gas boilers.  

Even amongst energy supply companies there is a degree of discomfort about how green 
tariffs have been sold. Several, who we spoke to privately after the publication of Regen’s 
green tariff blog, expressed a view that the industry needed to improve its approach, but 
that it was unable to do so in an environment of intense competition, lack of regulatory 
oversight and a high degree of lobbying. No individual company can easily break ranks as 
there is a strong commercial pressure to follow suit or risk losing market share. In many 
ways, the growth of greenwashing is a symptom of a wider problem of unsustainable 
business models which has come to characterise energy retail markets. 

It is important to note that there are exceptions, and that there are a number of companies 
who are genuinely offering consumers green products. Good Energy, Ecotricity and Green 
Energy UK have continued to offer what are considered to be authentic green electricity 
tariffs. A fact that was recognised by Ofgem’s decision to exempt them from the energy 
price cap.  

There have been two main types of electricity tariff green washing: 

➢ Use of unbundled REGOs 

➢ Branded Green Tariffs & REGO “shuffling” 

3.2. Use of unbundled REGOs.  

REGOs traded separately and used to “green-up” the fuel mix disclosure and then make 
misleading marketing claims to state, or strongly imply, that the energy supplied (or 
sourced) is “100% renewable”.   

 

 

https://www.regen.co.uk/we-need-to-talk-about-green-energy-tariffs/
https://www.regen.co.uk/we-need-to-talk-about-green-energy-tariffs/
https://www.theguardian.com/business/2021/aug/15/renewable-electricity-deals-investigated-by-uk-government
https://www.theguardian.com/business/2021/aug/15/renewable-electricity-deals-investigated-by-uk-government
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Figure 1 Greenwash using unbundled REGOs 

 

3.3. Branded Green Tariffs & REGO “shuffling” 

An approach now used by a number of supply companies that source a mix of renewable 
and fossil fuel electricity (i.e. brown electricity) to enable them to offer both branded green 
and non-green tariffs. This is done by nominally allocating REGOs within the fuel mix to the 
green tariff consumers, and then telling them that their particular tariff is “100% renewable” 
or zero carbon. An implication being that their remaining tariffs become, nominally, more 
carbon intensive or greyer. 

The level of greenwashing associated with branded green tariffs varies. In some cases, 
supply companies have been open about their underlying fuel mix and have presented the 
tariff as a positive part of their own transition to net zero. Green branded tariffs may also be 
associated with other valid forms of net zero additionality including commitments to 
increase the proportion of renewable energy over time, or to use smart meters and agile 
tariffs to help reduce the consumers bill and their carbon footprint by enabling consumers 
to shift their demand to low carbon periods.  

If green branded tariffs are clear about their fuel mix and come with a package of other 
decarbonisation initiatives that offer additionality, these could be valid green products.  

However, while it is reasonable to highlight that the more consumers that choose a green 
branded tariff the more demand for renewable energy, it is also the case that: 

➢ Some suppliers are now publishing a tariff-based fuel mix disclosure alongside the 

regulated licensee disclosure. This can cause confusion and is, arguably, counter to 

the original intention of the regulations that fuel mix transparency should be 

presented at the licensee level. 
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➢ Some suppliers are suggesting that the carbon intensity of electricity supplied under 

a green branded tariff is zero. This is misleading. The carbon intensity of the supply 

source will depend on the mix of renewable and fossil fuels in the licensee fuel mix, 

not the nominal allocation of REGOs to a tariff. The carbon intensity of the 

consumer demand will depend on their energy use, time of use and the overall 

carbon intensity of the electricity system at that time. Telling consumers that their 

green tariff electricity is zero carbon disenfranchises them from engaging with 

carbon reduction measures either through efficiency or use of smarter agile tariffs.  

➢ Some suppliers are using both split tariffs and the purchase of unbundled REGOs, as 

a double coating of greenwash. 

 

Figure 2 Potential greenwash using a branded green tariff and nominal REGO allocation 

 

3.4. How did we get here? 

Neither greenwash method has been deemed illegal, although it is questionable whether 
they are within the spirit and intent of the Electricity (Fuel Mix Disclosure) Regulations 
20051, which was intended to ensure that there is transparency for consumers on the fuel 
mix of the “energy source” of electricity sold by suppliers, and that this is prominently 
displayed alongside any “promotional materials” for energy tariffs. 

In the FMD regulations (2005) the “Energy Source” is clearly defined as “the fuel used for 
the generation of the electricity supplied by the licensee being coal, natural gas, nuclear, 
renewable or other.”  
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“Electricity supplied” would, in most people’s interpretation, refer to the electricity that has 
been generated and/or purchased by the supplier of electricity. And in fact this is the 
common interpretation that consumers have given when asked the question “what is a 
green energy tariff”. According to a USwitch survey2, 54% of consumers (the highest 
response), when asked “what makes a tariff green” choose “my supplier buys renewable 
energy”.  

Even people who are familiar with the energy sector, for example, our energy savvy 
colleagues at Regen, would likely have given the common interpretation of a green energy 
tariff was that, at least on an annual basis, the energy supplier was committing to buy 
renewable electricity equivalent to the electricity that they were supplying.  

From our discussions with industry stakeholders, we found that most energy supply 
companies agreed with consumer and media commentators, that the separate purchase of 
unbundled REGO certificates is not a source of renewable electricity supply.  

It is unclear at what point it became the common practice to include “unbundled REGOs” 
within the fuel mix disclosure, and to use this to effectively disguise the true energy source. 
The fuel mix regulations (2005) do not seem to have anticipated that suppliers would buy 
REGOs separately from electricity but Regen has been unable to find any subsequent 
positive endorsement of this practice from BEIS or Ofgem.  

Guidelines issued by Ofgem in 20093 and in 20144 included new requirements to 
demonstrate accreditation and additionality (alongside the FMD) but did not deal with the 
issue of using unbundled REGOs to disguise the fuel source of electricity supplied; probably 
because this issue was not apparent at that time.  

Ofgem’s review of green tariffs associated with the Energy Price Cap notes that:  

“Suppliers can buy REGOs cheaply, so it is easy and cheap for suppliers to ‘green’ some 
tariffs. As such, our starting point is that simply having renewables in the portfolio is not 
enough to demonstrate that a tariff is providing support for renewables.”   

“One of our concerns is that it may not cost suppliers materially more to provide 100% 
renewable energy, and therefore an exemption from the default tariff cap may not be 
necessary. This is because it is possible to buy energy from the wholesale markets and then 
purchase REGOs (at low cost) independently from the electricity.” 

OFGEM Default Tariff Cap: Policy Consultation Appendix 13 - May 2018 5 

BEIS ministers also identified in 20186, during the development of the Energy Price Cap, that 
suppliers such as Bulb, Pure Planet and others used unbundled REGO trading to green up 
their tariffs.  

Whether there has been a loophole in the regulations, or a failure to apply the regulations 
as intended, is unclear. Potentially the drive to encourage the start-up of new energy 
suppliers took precedence over consumer protection, as well as financial due diligence.7 
From the outside there does appear to be a strong argument that BEIS (who control the 
FMD process) and Ofgem (who have a regulatory responsibility to protect consumers from 
miss-selling) should have taken steps to ensure that the fuel mix disclosure process retained 
its original purpose to provide consumers with transparency as to the fuel source of 
electricity supplied.  
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3.5. An opportunity to restore trust and engage with consumers 

This issue of greenwashing, combined with the recent price shock and supply market 
turmoil, has significantly reduced consumer trust in the industry and threatens to 
undermine both the motivation of consumers who really want to go green, and those in the 
energy sector that are committed to providing consumers with genuine green products. This 
call for evidence, and subsequent reform is an opportunity to re-establish transparency as a 
keystone of consumer protection. 

On the back of COP26, and the UK’s leadership position in electricity decarbonisation, there 
is now a tremendous opportunity to properly engage with consumers, and to enable them 
to take real ownership and agency in their choice of energy product to help drive the net 
zero transition. Rather than misleading consumers, a more transparent and open approach 
would empower consumers to make better choices and to select the green energy product 
that best suits their environmental concerns and their budget.  

The demand for green energy tariffs is itself a very positive development showing that many 
consumers care about the environmental impacts of their energy products and wish to 
make a contribution towards the net zero transition. Harnessing this growing consumer 
awareness and providing consumers with a choice of green products is critical. If consumers 
are buying a green energy product, they want to be sure that their choice of supply has 
some material impact. In the context of the UK’s target to create a net zero electricity 
system by 2035, this is an important aspect of green energy product design and the 
framework needed to ensure transparency and protect consumers.   

Reform to the definition and transparency of green energy tariffs could lead to more variety 
in the tariffs offered. Although this may lead to increased system complexity, it would be an 
overall positive development, as well as a simplification for the consumer.  

Industry now supports the idea of “shades of green” tariffs ranging from those that are dark 
green and genuinely sourced wholly from renewables, to those that are lighter green and 
may contain a higher than average proportion of renewables, potentially with other forms 
of additionality included. Transparency would create an additional opportunity for market 
intermediaries, switching sites and consumer advice services, to help to rank and interpret 
the greenness of tariffs. This has already begun with initiatives like USwitch’s Gold Silver 
Bronze8 ranking scheme. Such schemes have great potential but are currently inhibited by 
the lack of transparency and ability of supply companies to game the rankings.  

Transparency, and a restoration of trust, will also enable the long-term development of new 
products and services, for example, carbon tracking, dynamic tariff flexibility services, 
vehicle-to-grid, energy as a service model, local supply markets and more dynamic smart 
tariffs.    

It is important to note however that no regulatory model will be immune from greenwash 
practices. Whatever the definition of the fuel mix disclosure, there always be some way to 
game the system, exploit a loophole or use a contortion of language, to greenwash. The 
critical factor is that the energy industry, backed by the regulator, changes its culture 
towards one of transparency, respect for the consumer and a willingness to engage with 
consumers in a clear and honest way. There also needs to be a willingness to present the 
reality of the transition to net zero and to encourage consumers to join them as part of a 
journey.  
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4. Immediate action – improve the fuel mix disclosure and set 

new marketing standards 

We have not recommended a ban on the trading of unbundled REGOs. REGOs, and other 
guarantee of origin certificates, are an important form of international accreditation and a 
means to trade the value attributed to the greenness of renewable energy. As well as 
providing a guarantee of provenance, a properly working REGO market could also provide 
an additional source of revenue for renewable energy generators. This will be especially 
important to encourage investment in a post-subsidy market.  

Trading REGOs is not the core problem and should be permitted. The problem is the use of 
REGOs to disguise the fuel mix declaration of energy supplied and the subsequent 
mismarketing to give the impression that the source of electricity is itself 100% renewable. 
Our short-term recommendations, therefore, focus on improving the transparency and 
timeliness of the Fuel Mix Disclosure and marketing standards. 

If the industry can re-establish the transparency of the Fuel Mix Disclosure and adopt a set 
of standards for the selling of green tariffs then, despite the short-term discomfort of 
explaining the new framework to consumers, the industry will be in a much better position 
to engage with consumers on a wide range of net zero initiatives including for example the 
roll-out of smart meters, use of agile and time of use tariffs, data sharing and digitalisation 
and the switch from gas boilers to low carbon forms of heating.  

Regen has mocked up an illustrative Fuel Mix Disclosure (see Figure 3) which would provide 
a far higher degree of transparency and would address many of the greenwash practices 
that have been identified.  

4.1. Improve the standard content and transparency of the Fuel Mix Disclosure   

Our immediate recommendation is to restore the fuel mix disclosure to its original purpose; 
providing consumers with a transparent record of the fuel mix, as well as the carbon 
intensity of electricity sourced by energy supply companies. The fuel mix disclosure could be 
reformed quite easily to provide a transparent record of the “fuel used for the generation of 
the electricity supplied by the licensee”. 

We have provided an illustration of what a more transparent fuel mix disclosure might look 
like in Figure 3. The main features of the fuel mix include:   

➢ A clear disclosure which shows the % of the actual fuel mix sourced by the licensee 

for each technology type and before any use of unbundled REGOs. 

➢ Unbundled REGOs included as a separate section with a clear explanation of their 

purpose and level of additionality provided.  

➢ A better breakdown of renewable energy sources, including a separate line item for 

woody biomass. This will enable consumers to make a better assessment and choice 

of their preferred tariff. 

➢ Provision to include new sources of low carbon energy as they develop, for example, 

hydrogen and natural gas with CCUS. 

➢ The GB average Fuel Mix and carbon intensity for consumer comparison.  

➢ Clearer guidelines stating that the fuel mix disclosure be clearly displayed, in a 

standard format, alongside any promotional material for a green energy tariff. 
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➢ The supplier’s previous disclosure statements to be shown alongside the new one so 

that consumers can see if the supplier has reduced the carbon intensity of their 

energy sources.  

 

 

Figure 3 Illustrative more transparent fuel mix disclosure (see notes on definitions 1-10)  

Illustrative 1 Company X (licensee) Fuel Mix Disclosure 2020-21

Headline Summary

Fossil Fuel Sources 29% 44%

2 Proportion of  electricity sourced from renewables 60% 40%

Proportion of  electricity  from other low carbon sources 11% 16%

3 Average annual carbon intensity of electricity 116 g per kWh 194 g per kWh

Fossil Fuel Sources

Coal 997 1.0% 3%

Natural Gas 380 28% 38%

Other fossil fuels 797 0% 3%
6 Residual sources??? 392.3 ?? ??

Renewable energy

Solar 0 15% 4%

Wind 0 28% 22%

Hydropower 0 4% 2%
7
 Plant/woody  Biomass 0 12% 8%

Anaerobic Digestion/biomethane 0 1% 1%
8
 Renewables from storage 0 ?? ??

Other renewables 0 1% 3%

Proportion of  electricity sourced from renewables 0 60% 40%

Low Carbon Sources

Nuclear 0 11% 16%
9 Fossil Fuel with  Carbon Capture and Storage TBC 0% 0%

9 Electricity generated from hydrogen TBC 0% 0%

Environmental Impacts per kWh of electricity Company x UK Average

Average annual carbon intensity of electricity 116 g per kWh 194 g per kWh

High-level environmental waste from nuclear 0.0008 g per kWh 0.0011 g per kWh

10 Additional purchase of Renewable Energy Guarantees of Origin (REGOs)

40%

40%

100%

Company x 

Fuel Mix Information 

% of electricity supplied4
 Energy Source

UK AverageCompany X

Fuel Mix Disclosure 2020-21 breakdown by fuel source

Percentage of non-renewable sources in electricity supplied

Additional REGOs purchased as a % of electricity supplied

Percentage of energy sourced from renewables or matched to purchased REGO's (60% renewables plus

 40% REGOs purchased)

5 Carbon Emission

 intensity Factor 

(g of CO2 per kWh)
UK Average Fuel Mix

(For Comparison)
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Illustrative Fuel Mix Disclosure - Notes and definitions 

1 The Fuel Mix Disclosure shows the proportion of electricity that Company X sourced 
from different energy sources for the period from 1 April 2020 to 31st March 2021.  
(This could be produced on a quarterly basis, if the process of REGO assignment can 
be made more efficient and digitalised) 

2 Proportion of electricity purchased (or generated) by Company X from renewable 
sources. This must be evidenced by an accompanying " bundled" REGO assigned from 
the generator or trader. 

3 Average carbon intensity of the electricity supplied by Company x over the period. 
This gives a measure of Company X's overall energy sourcing strategy and progress 
towards sourcing electricity from net zero carbon sources.  
 
It is not a measure of the carbon footprint of the consumer which will depend on the 
consumer's energy use, time of use and the overall carbon intensity of the electricity 
system at the time of use. 

4 “Energy source”, as defined in the 2005 Fuel Mix Disclosure regulations, means "the 
fuel used for the generation of the electricity supplied by the licensee being coal, 
natural gas, nuclear, renewable or other" (Electricity Fuel Mix Disclosure Regulations 
2005). 

5 Carbon emissions of electricity supplied at point of generation based on UK 
government emission factors  

6 Residual sources - i.e. where the electricity is sourced from a "brown"/mixed energy 
source without a breakdown of the fuel mix. This could either be identified as a 
separate line item (using the UK Residual fuel mix carbon intensity factor) or 
apportioned to other energy sources according to the average UK residual fuel mix. 

7 For transparency - Increasingly consumers are concerned about the use of 
woody/plant-based biomass in electricity generation. For transparency suggest this is 
split out as a separate line item. Suppliers can then choose to offer tariffs with or 
without woody biomass. 

8 Treatment of storage needs to be considered. Storage is expected to play an 
increasingly role in electricity supply. Electricity from storage could be considered 
renewable if supported by a REGO (re) assigned from the storage provider.  Also need 
to consider whether electricity from interconnectors is shown separately. 

9 Fossil fuels with CCS are not explicitly identified in the 2005 regulations. Suggest this 
needs to be included for future use. There may be other categories of generation that 
need to be added such as electricity from hydrogen. 

10 Optional additional section of the disclosure. Company X has a policy to buy 
additional Renewable Energy Guarantee of Origin (REGO) certificates to match the 
amount of  non-renewable electricity supplied. 
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4.2. Improve the timeliness and accuracy of the production of the fuel mix disclosure 

➢ The timeliness and temporal granularity of the fuel mix disclosure should be 

improved. 

➢ Improving the timeliness of the fuel mix disclosure will require redesign of the 

process by which REGOs are claimed by generators, reviewed and approved by 

Ofgem, and then assigned to supply companies.   

➢ Data digitalisation and tracking of carbon content of each unit of traded electricity 

could be used to provide full carbon and furl content disclosure 

➢ Allowing a provisional fuel mix disclosure would greatly improve transparency 

➢ The final production and approval of the fuel mix disclosure which involves review by 

BEIS and HMRC, is also time consuming. 

➢ The average annualised basis of the fuel mix could be made more granular moving to 

a quarterly or even monthly breakdown. 

➢ Publishing successive fuel mix disclosure data would show the pace at which energy 

supply companies are making the transition towards lower carbon electricity supply. 

Fuel mix disclosures are produced in October and relate to the previous financial year (April 
to March). They are, therefore, already many months out of date and are of limited value to 
assess a supplier’s current fuel mix or the progress that they are making towards a net zero 
electricity supply. 

The energy supply companies that we have spoken to suggested that the timeliness of the 
fuel mix disclosure could easily be improved. Energy supply companies have relatively up to 
date data on the source of their electricity supply as they are managing their own balance 
position on a half hourly basis. Increasing transactions are digitalised allowing near real-time 
reporting of fuel and carbon content. 

The biggest time delay is between generation and the subsequent assignment of REGOs to 
the end supplier. Without going into too great depth, the process of generators claiming 
REGOs, which is administered by Ofgem9, is extremely slow and time consuming. There is 
then a further delay while generators and intermediaries assign REGOs to their energy 
supply company off-taker. 

The final production and approval of the fuel mix disclosure which involves reviews by BEIS 
and HMRC is also time consuming. Hence the seven-month elapsed time between the end 
of the financial year and the publication of the official fuel mix declaration. 

Streamlining and automating the process would clearly be of benefit and would also reduce 
administrative costs. 

In the meantime, one option to speed up the process, would be to allow energy supply 
companies to publish a provisional fuel mix disclosure, based on digitalised data and 
transaction tracking, which is then confirmed and ratified once the full REGO assignment 
and fuel mix audit process has been completed. Energy supply companies who may think to 
game the system could be dissuaded by appropriate audit checks and possible penalties. 

Providing a breakdown of the fuel mix each quarter, perhaps with a 12-month running total 
would enable consumers and other intermediaries to better understand how the fuel mix 
changes by season. 
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In terms of providing electricity carbon intensity information to consumers, as a means to 
incentivise energy efficiency or a shift in consumer demand behaviour, we think it would be  
better and more impactful to provide this as real time and a forward-looking projection 
based on the carbon intensity of the electricity system. This could then be used in 
conjunctions with smart technology, dynamic tariffs and price signals to directly influence 
consumer behaviour. 

4.3. Set clear marketing standards around the use of REGOs 

➢ REGOs still provide the best way to certify renewable generation. Generators should 

still be able to trade both bundled and unbundled REGOs. 

➢ The solution is to set firm rules to ensure that the purpose and impact of REGOs is 

not misrepresented to consumers. 

➢ It should be clear that unbundled REGOs do not constitute a “source” of electricity, 

nor do they reduce the carbon content of electricity sourced or consumed. They 

may, however, provide an additional source of revenue for renewable generators 

which could over time increase investment in low carbon technologies. 

REGOs are certificates issued to generators to certify that a unit of renewable energy has 
been generated. They can then be assigned (sold) by the generator to their customers (off-
takers), intermediaries and 3rd parties, usually as a bundled product within an electricity 
supply contract.  

They can also be sold separately as a standalone or "unbundled" REGO certificate. This 
separate trading function may allow renewable energy generators to obtain some partial 
value from the attribute of the "greenness" of their electricity even if their electricity has 
been sold to a different customer/off-taker or traded as part of the brown energy mix.  

In order to count as renewable energy in the fuel mix disclosure, energy supply companies 
must produce a REGO certificate for each MWh of renewable electricity they have 
purchased or generated as proof of its renewable source. i.e. the 60% renewable generation 
declared by Company X in the illustrative Fuel Mix Disclosure (see Figure 3) 

In addition, energy supply companies, and other energy consumers, may choose to buy 
additional "unbundled" REGO certificates to match all, or part of, the electricity they have 
sourced that is not renewable.  

The purchase of additional unbundled REGOs could be shown in a separate section of the 
fuel mix disclosure. In the illustrative Fuel Mix Disclosure, Company X has a policy to buy 
additional Renewable Energy Guarantee of Origin (REGO) certificates to match the amount 
of brown electricity supplied. 

Marketing standards associated with purchase of unbundled REGOs 

In marketing material, the purchase of additional unbundled REGOs should not be used to 
claim, or to imply, that the source of the electricity supplied is renewable, that the 
electricity supplied is itself greener, or that the consumer's carbon emissions have been 
reduced 

Buying additional unbundled REGO certificates, at prices as low as 30p-50p per MWh in the 
current market framework, is not the equivalent of paying a carbon price or buying a carbon 
offsets, nor and does not directly reduce the carbon intensity of the fuel mix, or the carbon 
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footprint of consumers. This could potentially change if the REGO market was redesigned to 
ensure that REGOs did carry the full carbon offset value of green energy. This option is 
discussed in Section  6 

Buying additional REGOs does, however, provide a small additional revenue stream for 
renewable energy generators. Historically REGO prices have been insignificant, however, if 
REGO prices continue to increase this could become a material source of revenue for 
renewable generators, especially in a market with limited or no subsidies.10 This could 
eventually help to encourage more investment in renewable energy generation and 
accelerate the transition to net zero. 

It is reasonable to say that electricity sourced from fossil fuels and other non-renewables 
has been “matched to REGOs”, so long as the purpose of matching non-renewable 
electricity is transparent. 

It is also reasonable to state that, if more customers choose a green tariff whose electricity 
is matched to REGOs, the increase in demand may increase the REGO price, and therefore 
result in additional revenue for generators which could increase investment in renewable 
energy over the long term. 

4.4. Set clear marketing standards around the use of branded green tariffs 

Branded green tariffs, i.e. a green tariff offered alongside other non-green tariffs in a 
portfolio, should not be used to persuade the consumer that the electricity they have been 
supplied is 100% renewable or zero carbon. Tariff based fuel mix statements should not be 
used to disguise the overall fuel mix disclosure of the licensee. 

A branded green tariff could have a positive consumer impact if it is: 

➢ Presented in the context of the supply companies transition to net zero and 

commitment to increase the proportion of renewables in the fuel mix. This requires 

supply companies to be very transparent about the current fuel mix. 

➢ Used as an umbrella to include other material sources of additionality e.g. 

commitments to support energy efficiency, community energy or fuel poverty. 

➢ Used as a vehicle to offer a smarter tariff that enables consumers to take steps to 

reduce their carbon footprint. E.g. a dynamic tariff that both informs and incentives 

consumers to shift demand away from high carbon periods.  

Green branded tariffs can be a useful signal, and statement of intent, that the electricity 
supply company is transitioning to a net zero future. They may also invite consumers to join 
and support the company in that transition, for example, by making a commitment to 
source the electricity demand of green tariff consumers from renewable sources.  It is 
reasonable therefore, to suggest in broad terms that the more consumers that choose a 
green tariff the greater the demand for renewable energy, and that this will encourage 
investment in low carbon technologies. 

Green branded tariffs can be used to signal other forms of green additionality, for example, 
commitments to support local energy supply and community energy projects, carbon 
offsetting commitments, reforestation, fuel poverty commitments and energy efficiency 
support etc. 
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Green branded tariffs can also be a used as vehicle to engage with the consumer on 
measures to actively reduce their carbon footprint. For example, in conjunction with smart 
meters, smart tariffs and information about carbon intensity, to incentivise consumers to 
shift their demand away from high carbon periods. 

Supply companies may wish to signal to consumers the fuel mix of green branded tariffs - 
this should not however be confused with, or allowed to mislead, the consumer as to the 
overall fuel mix of the supply company. The Electricity (Fuel Mix Disclosure) Regulations 
2005 is clear that the fuel mix disclosure should refer to the fuel mix of the licensee 
(generally the electricity supply company). The Fuel Mix Disclosure at licensee level should 
be paramount in terms of transparency and communication. 

Conveying the carbon intensity of a green branded tariff in a mixed tariff portfolio could be 
misleading - it does not represent the carbon intensity of the electricity sourced or the 
electricity that is consumed. Consumers should not be encouraged to believe that by 
choosing a green branded tariff in a mixed tariff portfolio they are reducing their actual 
carbon footprint or that the electricity they are consuming is actually 100% renewable. 

5. Enable and incentivise consumers to actively reduce their 

carbon footprint 

One of the key objectives of a green energy tariff should be to engage with consumers and 
provide both the information and incentives that are needed to encourage consumers to 
actively reduce their carbon footprint. 

This can be done in a number of ways, including for example encouraging consumers to join 
a community energy group, contribute to reforestation programmes and other low carbon 
activities.  

However, the two main ways in which a consumer can reduce their energy carbon footprint 
is to: 

a) Reduce their carbon emissions through energy efficiency measures, or other steps to 

reduce energy demand such as active travel 

 

b) Change their energy demand to make better use of low carbon energy when it is in 

abundance (and usually lower cost) on the electricity system, or potentially locally if 

the consumer is part of a local energy supply scheme 

Providing consumers with information about their energy consumption carbon footprint is 
not the same as providing consumers with information about the carbon intensity and fuel 
mix of their energy supply company. Unfortunately, these two different concepts of carbon 
intensity have become muddled. 

It is not helpful, or factually correct, to tell a consumer that their electricity is 100% 
renewable and therefore zero carbon, if this then encourages them to forego energy 
efficiency measures or to consume energy at times when it is actually high carbon. 
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5.1. 24/7 matching of renewable energy supply to time stamped REGOs  

➢ 24/7 fuel mix matching may offer some additional insights into how energy supply 

companies source electricity to help them choose a green energy product. 

➢ Digitalised transaction data and carbon tracking at the transaction level could 

provide more timely and accurate information  

➢ It is not clear, however, whether this would influence consumer behaviour in the 

same way as a real time forward view of electricity carbon intensity coupled with a 

smart dynamic tariff. 

The call for evidence and supporting webinar (18 November) has suggested that one way to 
better inform and engage customers would be to provide a much more granular analysis of 
the energy supply companies fuel mix and carbon intensity factor even down to a 24/7 
hourly analysis. 

Shifting to a near real time hourly matching would require a radical redesign of the current 
REGO assignment and fuel mix disclosure process. Far greater reliance would be placed on 
the use of digital data and carbon tracking at a transactional level. 

While this would be of interest in terms of assessing the relative greenness of energy supply 
companies, it is not clear whether such a granular analysis would serve to better engage and 
inform consumer behaviour. Even if the process was highly digitalised, and made more 
timely, hourly REGO reconciliation analysis would still provide only a retrospective view of 
past periods, and only a view of the carbon intensity of the supply company during that 
period, not of the whole energy system. 

24/7 matching would give consumer insight into how well supply companies were able to 
match their supply and demand on an hourly basis. However, supply companies already 
have an incentive to do this in order to avoid balancing market risk, and in fact this data 
could already be obtained from the balancing and settlement process.  
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There could be market and system impacts. If 24/7 REGO matching became a reporting 
requirement it could encourage energy supply companies to better match their demand to 
renewable energy supply. This would potentially place a higher value on dispatchable 
renewables, predictable renewables, and renewables whose generation peaks are better 
aligned with demand. It could be argued, however, that the difference in value between 
different types of renewable generation is already largely priced into the wholesale market. 
This is seen in the spread between baseload and variable renewable prices, and historically 
lower PPA prices for renewables compared to the prevailing wholesale price. 

Although 24/7 matching could create an additional value driver, it could also increase 
renewable energy price volatility, for instance, on a day of unexpectedly low wind, many 
supply companies would be competing to purchase any remaining wind generation. 

A normal response to price volatility would be for generators (and possibly supply 
companies) to invest in energy storage assets.  This would be a good thing; however, it is 
not clear how 24/7 matching would handle energy storage. At present, energy storage 
providers could be assigned REGOs from generators (as they charge the battery) and could 
reassign REGOs to their customers (as they discharge the battery), but it is not clear how the 
timestamp and reconciliation of these REGOs would be tracked. 

5.2. Forward view of carbon intensity and use of smart agile tariffs 

A better way to inform and enable consumers to reduce their carbon emissions would be to 
provide a forward view of carbon intensity at the energy system level. Suppliers could then 
offer dynamic tariffs that incentivise consumers to reduce demand during high carbon 
periods and shift remaining demand to periods of low carbon intensity. 

The main elements to provide consumers with a real time and 
forward view of carbon emission intensity are already in place. The 
National Grid ESO produces a near real time analysis of the current 
carbon intensity of the GB energy system which is updated on a 30-
minute basis11. 

Several energy supply companies are now offering a form of agile 
tariff12 linked to the changes in wholesale prices, which are often 
correlated with carbon intensity. 

With the roll out of smart meters and half hourly settlement, 
energy supply companies will be able to offer a dynamic tariff, 
notifications of carbon intensity to consumers (or direct to 
consumers appliances such as EV chargers) to influence demand 
behaviour with a monthly statement of an individual consumer’s 
carbon footprint. 

The approach of providing carbon consumption intensity 
information linked to agile tariffs is likely to produce a far more 
positive consumer response than historic sourcing data. 

It should also be noted that carbon intensity is one of several different price signals that 
energy system actors may want to send to consumers. Other signals could relate to 
electricity prices, system balancing and operability services, local flexibility services and local 
network constraints. 
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5.3. A carbon levy for fuel. Removing the current electricity price distortion 

When considering the carbon content of energy products consumers currently face a 
significant price distortion. At present over 25% of the electricity retail price is made up of 
environmental charges that are levied against electricity while equivalent levies on gas make 
up only 2.5% of the bill. This is a massive price distortion affecting consumer behaviour (as 
has been recognised in the recent UK Government energy strategy and energy white 
paper13 14) that is set to increase further over time. 

Although not a direct subject of this call for evidence, it is important to highlight that efforts 
to increase consumer awareness of the carbon intensity of their energy, and encourage 
them to make the right fuel choices, are currently hampered by the price distortion 
affecting electricity vis a vis fossil fuels.  

The impact of the current price distortion is to dissuade consumers from switching to low- 
carbon heating solutions, such as heat pumps, while encouraging consumers to stick with 
high carbon fossil fuel heating. This distortion far outweighs any positive price signal that 
could be sent by green electricity or green gas tariffs. 

 

 

Figure 4 Uneven distribution of environmental tariffs between electricity and gas 

UK Government is planning to address this issue as part of the Fairness and Affordability Call 
for Evidence. There are several ways in which this levy price distortion could be addressed 
including shifting the entire levy onto general taxation. All options will create potential 
winners and losers, the impacts of which would have to be mitigated to ensure fairness and 
to address fuel poverty impacts. 

If the objective is to increase the carbon emission price signal one approach, which has 
previously been suggested by Regen15, would be to convert the environmental levy into a 
carbon levy that would reflect the carbon intensity of different energy fuels. 

Our analysis, completed in 2019, suggested that converting the then 3.8 billion 
environmental levy into a carbon based levy, in a revenue neutral policy, would reduce the 
average electricity bill by 14% while increasing the average gas bill by 16%. Average dual fuel 
consumers would see a net zero change to their bill, but consumers with above average gas 
consumption would face higher bills.  
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Figure 5 Reconfiguring the environmental levy to a carbon based levy, Regen analysis 201915 

There would be fuel poverty impacts that would need to be addressed. However, it is 
important to note that fuel poverty impacts would go both ways, those using electricity for 
heating, who are twice as likely to be in fuel poverty because they currently paying very high 
electricity levy charges, would see a net benefit. 

Regen’s 2019 analysis envisaged that the carbon levy for electricity would be based on the 
average annualised carbon intensity of electricity (currently around 200 g CO2 per kWh), 
which would be expected to reduce over time as the electricity system reaches net zero.   

It would however be possible to provide a sharper consumer price signal by setting the 
carbon levy based on either: 

a) The carbon intensity of the fuel mix of the electricity supplied, which would greatly 

increase the demand for renewable energy and supporting REGOs 

or 

b) The carbon intensity of the electricity consumed based on the system carbon 

intensity in each settlement period, which would increase the attractiveness of 

smart and dynamic tariffs 
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6. Using green value to ensure future low carbon investment  

While most consumers who choose a green energy tariff understand that it does not 
guarantee that the electrons coming into their household will be directly sourced from 
renewables, there is an expectation held by many that, by choosing a green energy product, 
consumers are helping to encourage future investment in renewable energy. 

Looking to a net zero future when renewable energy must become the dominant source of 
electricity supply the value that consumers place on greenness could become an important 
source of value to encourage low carbon investment. 

As the proportion of renewable energy increases in the UK energy system to 75-80% of 
electricity generated by 2035, renewable investors will face two key revenue challenges: 

a) The end of revenue subsidies. It is very likely that generation revenue based subsides 

such as Contracts for Difference will either be phased out or will be reduced to the 

point where they provide only a floor price guarantee. This is already beginning to 

happen, with CfD auction strike prices for onshore wind and solar expected to be at, 

or even below, the prevailing wholesale market price.  

There is now even a regular possibility that CfD subsides will be net negative i.e. 
generators are beginning to pay money back into the levy scheme at times when the 
wholesale reference price exceeds their CfD strike price. See Regen’s post on negative 
subsidies.16 

The impact of reduced subsidies is that investment in renewable generation will 
increasingly rely on the value that renewable energy can obtain in the market, i.e. will 
be based on a merchant business model, not subsidy. 

b) Price cannibalisation.  Merchant business models bring additional investment risk if 

energy prices are uncertain and volatile. This risk is compounded by the occurrence of 

“price cannibalisation”, the phenomenon that when the wind blows and the sun 

shines, and energy output is greatest, the wholesale capture price is driven down and 

may even become negative. So just when renewable assets are most productive their 

revenue potential is reduced. 

Together, price cannibalisation and the removal of revenue subsidies will make it 
increasingly hard to secure the investment in renewable energy that the UK needs to meet 
its 6th carbon budget and net zero commitments. This risk has been recognised in the recent 
Energy White Paper and call for evidence on enabling a high renewable energy system. 
There is an emerging view that, in a very high renewable energy system, the commodity 
cost of electricity may drop significantly while overall system costs, and the value of its low 
carbon attribute, may increase.  

There are a number of ways in which the value of renewable energy can be maintained in 
order to ensure that future investment is available: 

a) Providing revenue subsidies. The UK government could carry on providing a range of 

revenue support subsidies such as the CfD. However, as the proportion of renewable 

energy increases, subsides may not be the most cost efficient way to stimulate 

https://www.regen.co.uk/septembers-energy-crisis-demonstrates-the-advantage-of-betting-on-low-cost-renewable-energy/
https://www.regen.co.uk/septembers-energy-crisis-demonstrates-the-advantage-of-betting-on-low-cost-renewable-energy/
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investment. It will also become harder to maintain subsidies without significantly 

distorting the market. 

 

b) Market-based solutions to maintain the value of low cost renewables, for example, 

through smart tariffs, demand side response, energy storage and interconnectors. 

Also the option to convert electricity to other fuels and vectors such as green 

hydrogen and heat. 

 

c) Providing capacity building incentives (as opposed to revenue subsidies) to directly 

incentivise the building of new renewable energy capacity. This could be similar to 

the existing capacity market.  

 

d) Direct investment support. It may come to the point where states have to take a 

direct investment stake in generation assets or underwrite investment via a 

Regulated Asset Base model. As is the case with new nuclear.  

 

e) Ensuring the market properly values the “greenness” of renewable energy 

products. Creating a tradable attribute of “greenness” that properly reflects the low 

carbon value of renewable energy products. 

It is likely that all methods of investment support will be needed. However, the most 
pertinent to this call for evidence is to ensure that the market properly values the 
“greenness” of renewable energy, which could be attached to the value of REGOs. 

 

6.1. The current market for REGOs 

Until recently the market value of REGOs has been around 10p-3p per MWh. The value of 
REGOs has been immaterial to the generators investment decision and barely covers the 
transactional cost of processing the REGO claims and assignment. In terms of greenwash 
this meant that the cost to “green” the average UK household electricity bill was around £1. 

The reason for the very low REGO prices has been the relative abundance of REGOs 
available in the UK, many of which are unclaimed, and the ability to augment this with 
European equivalent guarantees of origin. 

In early 2021, the value of REGOs was reported to have increased to over 50p per MWh,10 
and by more than £1 in the period from summer 202117.  Renewables Exchange has 
reported recent trades for bundled REGOs at £2 per MWh and some trades for unbundled 
REGOS of up to £4.  It is not yet clear, however, whether this price increase is part of an 
ongoing trend or is the result of the recent electricity price volatility attributed to the gas 
price increase, plus the added complexity of trading EU guarantees of origin. 

One supply company we spoke to also suggested that the recent price rise for REGOs would 
have largely been captured by energy traders and intermediaries, rather than as an 
additional revenue for generators 

However, if the PPA market continues to grow, it is expected that REGO prices will continue 
an upward trend. 

https://renewableexchange.co.uk/
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The recommendations that Regen has made to reform the fuel mix disclosure and improve 
marketing standards may increase the demand for bundled REGOs, with long term PPAs 
that would also provide generators with more revenue certainty. 

6.2. What should be the market price of REGOs? 

At prices less than £1 per MWh REGOs carry very little value for generators and probably do 
not materially affect investment decisions. 

Regen has spoken to generators who have suggested that REGO prices would need to be 
consistently in the range of £3.50 to £5 in order to become of material consideration for 
investment decisions. 

However, if we are thinking of REGOs beginning to act as the equivalent of a carbon offset 
for corporations and energy supply companies, then the price of REGOs should, arguably, 
reflect the prevailing carbon trading price, which is circa £50 per tonne carbon.  

Depending whether we consider the offset against the average electricity carbon intensity 
or the carbon intensity of marginal natural gas generation, this would suggest that the REGO 
price could be as high as £10 to £20 per MWh. 

Clearly such a jump in REGO prices would have a very significant market impact and while 
Regen is not suggesting that this is a target, it does offer an interesting future model where 
the commodity cost of electricity may drop significantly but instead consumers pay for the 
low carbon attribute of energy and its system delivery cost. 

 

6.3. Policies that could be adopted to reform the REGO market 

If trading the greenness of energy is a valid way to ensure returns on renewable investment, 
and thereby reduce the need for new forms of public subsidy and investment support, then 
there are a number of policy measures that could be adopted. 

For example, in California, energy supply companies are obliged to hold a minimum number 
of certificates across all their supply portfolios.  This is similar in concept to the original 
intent of the renewable obligation certificate (ROC). 

A similar policy in the UK might see energy supply companies obliged to hold REGOs up to at 
least the residual electricity supply, or a figure that would increase over time as the 
proportion of renewable electricity increased. 

Other policy measure might include an accelerated retirement of REGOs, or measures to 
require supply companies and corporations to acquire REGOs for energy 
supplied/consumed within the same time periods. 
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7. Call for Evidence Questions 

Q1 Does the current approach of retrospective annualised matching (using REGO 
certificates) provide a sufficient level of consumer transparency? Please provide reasons. 

It is clear that the current fuel mix disclosure combined with the use of unbundled REGOs, 
and misleading marketing practices, does not provide transparency as to the underlying fuel 
mix or the information consumers need to select a low carbon energy product. 

Regen has recommended reforming the structure and content of the fuel mix disclosure ( 
see Section 4.1) and that new standards for product marketing are adopted See Sections 4.3 
and 4.4). 

Regen has also produced an illustrative example 
of a more transparent fuel mix disclosure which 
we believe could be implemented quite quickly 
with available data. 

A key feature of the more transparent fuel mix 
disclosure is to provide a more granular 
breakdown of the sources of energy supply and 
to separately report unbundled REGOs. 

This would go a long way to provide 
transparency and restore consumer trust. 

 

 

 

We have also recommended improving the timeliness of the fuel mix disclosure by reducing 
the time lag between the award and certification of REGO certificates and the assignment of 
certificates to generation customers.  This will require Ofgem, BEIS and HMRC to redesign 
their processes and to look for opportunities to digitalise and automate information flows. 

There could also be an option for energy supply companies to produce a provisional fuel mix 
disclosure much more quickly, which could be audited and validated later. This would 
enable consumers and third party intermediaries (e,g. switching and consumer advice 
companies) to have a more current view of the fuel mix and to rank supplier’s products 
accordingly. 

Providing greater transparency would allow a range of green tariffs to be offered, some 
“dark” green tariffs would be sourced from 100% renewables, while other “light” green 
tariffs could have various proportions of renewable energy combined with other 
additionality green measures.  

There would be value in moving from an annual fuel mix disclosure to quarterly or monthly 
disclosures, which could be done quite easily if the regulator and industry are prepared to 
harness digital information flows and redesign the approval process. 

Moving to an hourly matching process, based on time stamped REGOs could provide 
consumers with an extra level of transparency by allowing them to assess how good their 
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supplier is at matching renewable energy to demand on an hourly basis. But whether this 
would make a material difference to their choice of supplier is questionable.  

“24/7” retrospective REGO matching, even if done on an hourly basis, would not provide 
consumers with real time or a forward view of the carbon intensity of the energy consumed 
or to affect their consumer behaviour. See Section 5.1 

To enable consumers to reduce their carbon footprint It would be far better to provide 
consumers with a real time system carbon intensity data, combined with smart meters, and 
agile tariffs. This is discussed in (Section 5.2) 

Q2: Can you provide any evidence on your commercial experiences with PPAs for 
renewable energy? For example – availability, commercial competitiveness etc. 

It is important to note that all purchases, or trades, of electricity require some form of 
Power Purchase Agreement, this includes long term trades, day ahead trades, intra-day 
trades. So, in so far as the electricity market is liquid, PPAs are available, and they are 
commercially competitive. 

Looking at the market for long terms PPAs (months and years) there is strong evidence that 
this market has grown and that there is increasing market liquidity. Recent industry and 
media reports talk of a thriving PPA market, with far more generators, corporates and off-
takers entering into PPA agreements.   

Market competitiveness and transparency has been supported by the increased use of PPA 
auctions and exchange trading functions, such as those offered by Renewables Exchange, 
ePower Auctions and PPA Exchange.  

Traditionally PPA prices tended to be slightly below prevalent wholesale prices, implying 
that PPA off-takers have been able to extract some value in exchange for the long-term 
revenue certainty provided to generators.  

In recent months there has been a lot of focus on the hedging value of taking out longer 
term supply agreements, this has led to a rise in PPA prices. It could be that generators are 
now able to extract value from the price hedge benefits of taking out a long term PPA. 

So the question of whether a long term PPA is competitive, or considered a good 
commercial option, depends very much on the off-takers view of risk, hedging strategy and 
overall supply portfolio. 

Examples of recent press coverage on PPA market growth: 

• https://renews.biz/69655/uk-home-to-thriving-renewables-offtake-market/  

• https://renews.biz/73119/renewable-ppa-market-gaining-traction/  

• https://www.energymonitor.ai/finance/corporate-strategy/uk-renewable-ppas-

continue-to-grow-in-2021  

• https://www.cornwall-insight.com/five-highlights-from-our-latest-ppa-market-

research/  

• https://www.statkraft.co.uk/what-we-offer/power-purchase-agreements/  

https://www.spglobal.com/platts/en/market-insights/latest-news/electric-

power/020921-uk-generators-drawn-to-online-ppa-auction-by-rising-wholesale-

power-prices  

https://renewableexchange.co.uk/
https://renews.biz/69655/uk-home-to-thriving-renewables-offtake-market/
https://renews.biz/73119/renewable-ppa-market-gaining-traction/
https://www.energymonitor.ai/finance/corporate-strategy/uk-renewable-ppas-continue-to-grow-in-2021
https://www.energymonitor.ai/finance/corporate-strategy/uk-renewable-ppas-continue-to-grow-in-2021
https://www.cornwall-insight.com/five-highlights-from-our-latest-ppa-market-research/
https://www.cornwall-insight.com/five-highlights-from-our-latest-ppa-market-research/
https://www.statkraft.co.uk/what-we-offer/power-purchase-agreements/
https://www.spglobal.com/platts/en/market-insights/latest-news/electric-power/020921-uk-generators-drawn-to-online-ppa-auction-by-rising-wholesale-power-prices
https://www.spglobal.com/platts/en/market-insights/latest-news/electric-power/020921-uk-generators-drawn-to-online-ppa-auction-by-rising-wholesale-power-prices
https://www.spglobal.com/platts/en/market-insights/latest-news/electric-power/020921-uk-generators-drawn-to-online-ppa-auction-by-rising-wholesale-power-prices
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Q3: Can you provide any evidence on operational issues or other challenges that may 
materially limit a supplier’s ability to offer PPA backed green electricity tariffs? For 
example, how do you balance forecasting of consumers usage vs the need to settle on a 
half hourly basis? 

All energy supply companies should be able to source a proportion of their energy via long 
term PPAs from renewables. There is also the option to purchase renewables in the day 
ahead and intraday trading markets. 

There is a transaction cost for supply companies that really wish to match 100% of their 
electricity supply to purchased renewable energy. Good Energy and Ecotricity currently do 
this, and the additional transactional cost they face is one of the reasons they have been 
allowed a derogation from the current energy price cap. 

As we understand it, Good Energy achieve the 100% annualised match of renewable energy 
by planning to purchase at least 110-120% of their electricity supply from renewables in 
each period and then, if necessary, trading off excess renewables. Occasionally they will get 
the balance of supply and demand wrong and be forced, in some periods, to buy fossil fuel 
energy. But overall, throughout the year, they have committed to buy at least the volume of 
renewable energy to match their consumer supply. This is what most consumers expect 
from a green energy tariff.2 

Fully matching renewables to supply on a half hourly basis would be an ideal but is not 
absolutely necessary to achieve an overall 100% renewable supply on a monthly, 
quarterly or annual basis. 

Attempting to achieve 100% half hourly matching of demand to renewable energy supply in 
every period is difficult (Good Energy has reported that it does achieve 100% matching in 
over 90% of supply periods). To commit to doing this in every period would be costly and, if 
widely adopted, could create increased price volatility in the wholesale market.  

While some “dark green” suppliers may wish to achieve this, it is not clear that this should 
be a general prerequisite for all green energy tariffs. 

Is it necessary to have a long term PPA in order to match supply with bundled REGOs? 

There is a common assumption that in order to match renewables to supply with bundled 
REGOs it is necessary to have a long term PPAs. It would be worth exploring if this is in fact 
true.  

As noted above, all purchases of energy have some form of PPA. Any PPAs can be specified 
to supply energy with a bundled REGO. 

It is possible to buy renewables in the days ahead and intraday markets. Traders and 
exchange platforms can offer long and short term PPAs with both bundled and unbundled 
REGOs, and so there is no technical reason why it should not be possible to match purchases 
of renewable energy with bundled REGOs. 

There may be an additional transactional cost to obtaining bundled REGOs, but this cost 
could be reduced with the greater digitalisation of the market. 

Is it necessary to match 100% of renewables to claim a green tariff? 
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Part of the origin of the current greenwashing is the belief that any green tariff must claim 
to be 100% renewable, even if this claim is in fact a fiction. This has created a phoney 
competition between suppliers to appear to be the greenest.  

It would be far better to move to a position where green electricity suppliers are open and 
transparent about the source of electricity, but to also accept that there can be degrees of 
greenness.  As an example, USwitch has introduced a Gold, Silver and Bronze award for 
different levels of greenness.  

Other forms of additionality ought to be considered, for example direct investment in 
renewables, support for energy efficiency, reforestation, local and community energy 
schemes etc. 

 

Q4: Can you provide any insights or evidence as to the role REGO certificates play in 
financing and commercial decision making? 

See Section 6 

At historic prices of 30-50p per REGO, trading in REGOs has a very limited material impact 
on decisions to invest in renewable energy projects. 

As REGO prices rise they could become of material value to generators and thereby 
encourage investment. Based on discussions with developers Regen has suggested that a 
REGO price of £3.50-£5 per REGO would provide a material incentive for generators. 

Potentially prices could rise to £10-20 per REGO if the current carbon value of REGOs was 
captured. 

The ability to trade REGOs could become a more important revenue source in a post subsidy 
energy market, especially as the commodity price of renewables falls. 

 

Q5: How can green tariffs be regulated to enable consumer choice to drive additional 
investment in low carbon electricity generation? Please provide reasons. 

See Section 6 

Many consumers expect that by choosing a green energy tariff they are increasing the 
demand for renewable energy and encouraging greater levels of investment in renewable 
capacity. There are a number of ways that this could be achieved:  

a) Capturing the value of greenness via PPA linked REGOs  See Section 6 

As discussed in See Section 6 the value capture of REGOs has increased slightly in the 
last year and is expected to increase further in the future as the long term and corporate 
PPA market grows. So encouraging the growth of the PPA market will encourage 
renewable energy investment. Government policy and regulation could increase the 
value of REGOs by dealing with the greenwash issues identified in Section 3 

b) Increasing the value capture of REGOs 

Historic low REGO prices have been due to the oversupply of REGOs, with many 
unclaimed REGOs, relative to demand. There are a number of ways policy could be used 
to push up REGO prices, for example, accelerating the retirement of unclaimed REGOs. 
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Another innovative policy would be to require energy supply comp0anies to hold a 
minimum number of REGOs across their portfolio. See Section 6.3 

c) Encouraging investment in new energy projects 

Another approach that has been suggested is to award “super” REGOs to new energy 

projects that are built without a subsidy. While this would be attractive as a policy it 

may not be easy to implement. Energy supply companies could however be 

encouraged to highlight PPA arrangements they have with new energy generators as 

part of their green tariff additionality. 

 

d) Encouraging investment in local and community energy projects 

Regen has completed a number of studies which have looked at different options to 
encourage and support local energy supply schemes, For example energy club 
models (see Bethesda) and local generation tariffs (see Devon and Bristol). Energy 
supply companies could be encouraged to support such schemes by including these 
as a recognised for of additionality. 

 

Q6: Should the ability to report emissions using both market-based and location-based 
emission factors be maintained, and if so, should there be a requirement to report both 
side by side in corporate reporting? 

Yes. 

a) For energy supply companies  

• we have suggested that the fuel mix disclosure provides transparency as to the 

actual source of electricity, going back to the intent of the fuel mix disclosure 

regulations See Section 4.1 

• Supply companies can also report their additional purchase of unbundled REGOs 

as a separate line item. 

• They can be shown side-by-side in corporate reporting 

 

b) For Corporate Energy Consumers 

It is consider best practice to report locational-based emissions factors and market 
based emission factors. 

For locational emissions corporations could use the average carbon intensity of the 
grid electricity, or a more accurate time of use based carbon intensity  

See also  

GHG Reporting Protocol – Corporate Standard and the 2020 UK government's Conversion 
Factors for Company Reporting. 

 

 

 

 

https://energylocal.org.uk/bethesda
https://www.regen.co.uk/project/devon-renewable-electricity-tariff/
https://www.regen.co.uk/project/feasibility-analysis-of-bristol-city-councils-electricity-sleeving-pool/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/850130/Env-reporting-guidance_inc_SECR_31March.pdf


 

29 
 

Q7: Can you provide any evidence regarding the types of messages associated with green 
electricity tariffs that you believe to be misleading to consumers? 

There have been many misleading messages over the last 3-4 years See Section 3 

The main concerns we have identified are: 

a) Claims that the energy supplied is 100% renewable, when in reality the energy fuel 

mix is brown energy with separate unbundled REGOs.  

This marketing takes several forms : 

• Our energy is 100% renewable 

• The energy we supply is 100% renewable 

• You can be confident your energy is 100% renewable 

• Our energy is 100% renewable sourced 

• Our energy sources are 100% renewable 

• Our fuel mix is 100% renewable 

 

Some marketing refers to REGOs and plays on the guarantee aspect of the REGO 

• We buy REGOs to guarantee our energy is 100% renewable 

• A REGO is a guarantee that the energy we source is renewable 

“A REGO verifies that one unit of renewable electricity was made and put into 
the National Grid, so we’re certain that energy bought through this method is 
definitely green! Every unit of electricity we buy can be traced back to a 
renewable source, whilst helping to provide more value to renewable 
generators.” 

“As you may know, 100% of our electricity comes from renewable sources, and 
every year we need to let the regulator know where this comes from. For every 
unit of electricity we purchase, we buy a Renewable Energy Guarantee of Origin 
(REGO) certificate to match. These certificates allow Ofgem to verify the source 
of every supplier's electricity.” 

The word “source” is often used misleadingly. To source electricity would 
normally mean to buy electricity, but it seems that supply companies have used 
source to include the purchase of unbundled REGO certificates – which of course 
is not a source of electricity.  

b) Marketing messages which would encourage the consumer to believe that the 

energy they consume is net zero or zero carbon. This is misleading and 

detrimental.  Choosing a green energy tariff does not reduce the carbon intensity 

of the electricity consumed. See Section 5 

Suggesting that the electricity consumed is zero carbon may dissuade consumers 
from being energy efficient or shifting their demand to times when electricity is low 
carbon. 
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Q8: Can you provide any evidence as to the type of interventions or remedies (including 
international best practice approaches) which may help achieve greater transparency in 
green electricity tariffs? 

See Section 4 

 

Q9: How best do you think the carbon content of energy supplied to a home or business 
consumer could be made more transparent to consumers? 

See section 5 

 

Q10: Should there be any avenues to accommodate flexibility technologies within a future 
green tariff framework (should a future framework be necessary)? If so, how could this be 
achieved? 

Yes 

We expect energy storage technologies to play an increasing role in the energy system. 

As battery and long duration storage business models shift from providing short term 
auxiliary services (eg dynamic containment) to balancing services, arbitrage and co-location 
business models, they will begin to form a more important part of the energy fuel mix. 

We expect that energy supply companies will begin to enter into PPA type arrangement 
with storage providers, especially if used to create hedge options to manage balancing 
market risks.   

With digital tracking it should be possible for energy storage providers to receive and then 
transfer REGOs from generators to energy storage off-takers. 

 

Q11: Can you provide any evidence on areas where the current REGO system works well 
or creates barriers to the market offering more innovative ToU tariffs?  

 

As discussed in Section 4 – a more transparent and efficient REGO certification scheme is a 
good model to verify the fuel mix and carbon content of energy supply companies. Apart 
from the issue of greenwashing, the key issue of the timeliness of REGO allocation and fuel 
mix disclosure reporting could be addressed through digitalisation and transaction tracking. 

As discussed in Section 6 – A properly function PPA and REGO market could ensure that 
generators receive an appropriate revenue stream based on the attribute value of low 
carbon   

As discussed in Section 5, - there is a need to differentiate between the carbon content of 
energy supply (based on REGOs and tracking of fuel mix content), and the carbon content of 
energy consumed, which is based on energy consumption, time of consumption and the 
carbon content of the energy system at that time.  These are two different aspects of 
carbon tracking for two different purposes. 

There is a risk however that telling consumers that the fuel content of their energy supply 
tariff is 100% renewable, or zero carbon, could disincentivise consumers from adopting 
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energy efficiency measures, or shifting their energy demand to periods of lower carbon 
intensity. It is important therefore that marketing standards do not allow this to happen. 

Realtime and forward looking information regarding the actual carbon content of the energy 
system, enabled by smart meters and dynamic tariffs, could be a basis for a positive 
proactive engagement with consumers. See Section 5.2 

 

Q12: Are there any other emerging needs you believe a future green or low carbon tariff 
framework (should a future framework be necessary) should accommodate?  Designing a 
Framework for Transparency of Carbon Content in Energy Products 

Eventually policy makers will have to consider the extension of carbon pricing to domestic 
energy consumers.  

This will raise a number of energy transition and fuel poverty policy issues. 

Policy makers will also need to address the high level of price distortion in the current 
energy market regarding the application of environmental levies onto electricity tariffs.  

Regen has suggested conversion of the environmental levies into a carbon levy which would 
then be based on the carbon intensity of fuels consumed.  See Section 5.3 

 

Q13: Should other forms of low carbon power, such as nuclear, hydrogen, CCUS and CHP 
be considered as part of any future green or low carbon tariff regulatory developments 
(should developments be necessary)? 

See Section 4.1 

Yes – the fuel mix disclosure will need to adapt to new types of fuel including hydrogen, 
CCUS, and energy storage. Nuclear is already included in the fuel mix. 

The most important consideration is that the inclusion of different sources of electricity 
supply should be transparent. So the proportion of electricity sourced from hydrogen, gas 
with CCUS and nuclear should be transparent. Consumers who have a valid concern about 
certain fuel types (e.g. nuclear, Biomass, CCS) can then make informed purchasing decisions. 

The carbon intensity of new fuel sources such as hydrogen and gas with CCUS will need to 
be considered. While these fuel sources may be lower carbon than unabated fossil fuels, 
they could still have a significant carbon intensity. 

 

Q14: There is an emerging market for ‘green gas’ tariffs. Should our work consider any 
interventions to include these within the tariff regulatory framework? 

Yes. There is a growing market for green gas and as far as possible the same regulatory 
framework should apply for both electricity and gas. 

A fully regulated green gas certificate scheme will be needed with a similar approach to fuel 
mix disclosure and marketing standards. 
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