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"The biggest single expense in the
Growth Plan was the Energy Price
Guarantee...

...I am announcing today a
Treasury-led review into how we
support energy bills beyond April
next year."

Jeremy Hunt
Chancellor of the Exchequer
Source: Emergency Statement, 17 October 2022



New approach on bill support
from April 2023 (1)

Liz Truss's Energy Price Guarantee was a
universal intervention to help bill payers. But
it was projected to cost the Treasury £70-
140bn.

A new scheme from April 2023 is being
developed.

As well as the end of the Energy Price
Guarantee, April will also see the end of the
Energy Bills Support Scheme (£400 paid in
instalments from Oct-March)



New approach on bill support
from April 2023 (2)

Expected average household bill from April if
no new support = £3,702

Government will aim to:

Target fewer, more needy households and
cost the taxpayer less

Provide market stability

Avoid undue exposure of public finances
to volatile international gas markets.

Source: Cornwall Insight forecast, 3 Nov 2022



Source: Cornwall Insight forecast, 3 Nov 2022Source: International Energy Agency, "Gas Market Report, Q4-2022",
October 2022

High gas prices are set to
continue throughout 2023
Global gas prices are expected to remain
elevated moving into 2023 and beyond.



Issues to be balanced...

In devising a new support scheme, the Treasury
will need to carefully balance a number of
competing priorities.

1 - Cost to the taxpayer

2 - Whether support reaches those in need

3 - Value for money - is expenditure being wasted
on wealthier consumers?

4 - Incentives to reduce energy consumption

5 - Reducing inflation



What's on the table?

Subsidising energy bills
Changing tariff rules
Increasing benefits
Energy efficiency and demand reduction
Wholesale market measures

In the Medium-Term Fiscal Plan (Autumn
Statement) on 17 November 2022, Hunt will set
out a new plan for energy bills support.

A number of think tanks and other organisations
have proposed policy options. There are five
main themes:

1.
2.
3.
4.
5.



1. Subsidising energy bills

Think tank Onward suggests support for
every household, paid as a credit on their
energy bills, using the welfare system to
apply additional, more targeted measures.

Think tank Policy Exchange proposes a
'Tiered Energy Bill Relief Scheme' for better
targeting. Energy use correlates with
household income, so it's a useful proxy. In
this scheme, each level of consumption
would receive less and less subsidy.

A number of think tanks have proposed different
ways in which this could be done (alongside
other support mechanisms).

https://www.ukonward.com/reports/emergency-response-energy-crisis/
https://policyexchange.org.uk/publication/turning-it-on-off/


Elimination of the price uplift for those on pre-
payment meters.

Citizens Advice - introduce a moratorium on
moving customers to prepayment meters and
switching smart meters to prepay.

National Energy Action - introduce a new
social tariff for lower income customers, paid
through increasing energy bills for other
customers.

Different customers in the market pay different
prices. Those on pre-payment meters pay more.
A new support package could change tariff rules:

2. Changing tariff rules

https://www.citizensadvice.org.uk/about-us/our-work/policy/policy-research-topics/energy-policy-research-and-consultation-responses/energy-policy-research/out-of-the-cold-helping-people-on-prepayment-meters-stay-connected-this-winter/
https://www.nea.org.uk/energy-crisis/supporting-vulnerable-energy-customers-through-the-energy-crisis/


3. Increasing benefits

Continue the cost-of-living payments.

Increase payments to those on means-tested
benefits, claiming child benefit, or with long-
term health conditions / disabilities.

Increase Winter Fuel Payments to support
older households (also benefits the well-off).

Extend or further fund the Household Support
Fund, distributed by local authorities, to
protect those who are not adequately
supported by the proposed measures. 

The existing benefits system is widely seen as a
way to target support for those who need it most.
Possibilities include:



4. Energy efficiency and
demand reduction

The Social Market Foundation suggests a
German-style drive to reduce energy use.

The CCC calls for better information from
Government on how to save energy, and more
investment into energy efficiency measures.

Industry body Energy UK says a new 'Energy
Company Obligation Plus (ECO+)' scheme
would accelerate roll-out of energy efficency
measures.

Energy efficiency and other demand reduction
measures would lower prices, helping to reduce
the overall bill to consumers and the Treasury.

https://www.smf.co.uk/german-style-energy-reduction-drive-could-save-400-for-families-and-9bn-for-treasury/
https://www.theccc.org.uk/publication/letter-reducing-energy-demand-in-buildings-in-response-to-the-energy-price-crisis/
https://www.energy-uk.org.uk/index.php/media-and-campaigns/energy-uk-blogs/8300-energy-efficiency-a-long-term-solution-to-the-rising-cost-of-living.html


5. Wholesale market
measures

A windfall tax on generators to help fund
support for energy bills.

The Government's Energy Prices Act includes
a revenue cap on generation to curb
generator profits, intended as a way to break
the link between high global gas prices and
the cost of low-carbon electricity generation.

Through the Review of Electricity Market
Arrangements (REMA) and other policy avenues,
Government is exploring reforms and
interventions in the wholesale market to reduce
prices for consumers:

https://www.gov.uk/government/news/government-introduces-new-energy-prices-bill-to-ensure-vital-support-gets-to-british-consumers-this-winter
https://www.gov.uk/government/news/government-introduces-new-energy-prices-bill-to-ensure-vital-support-gets-to-british-consumers-this-winter


We help organisations navigate and
shape the energy transition.

Find out more or get in touch at
www.helmsleyenergy.com

https://www.helmsleyenergy.com/



