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A10.3-17 

Table 1: proposed methodology to estimate purchase opportunity cost for wholesale energy 
by tariff type  

Retail tariff type Methodology 

One year fixed-rate tariff:  
Retail suppliers commit to sell at a set price for the following 12 
months 

Initial purchases at time when retail supplier 
commits to supply at the agreed price 
The supplier would estimate the total cost using 
those standard wholesale traded products available 
for purchase in the forward markets at that time that 
best fit with the expected demand that the supplier 
forecasts for that customer group.   
 
Actual subsequent net purchases closer to the point 
of delivery 
This element of the cost would be approximated by 
multiplying the difference between initially 
purchased volumes (based on expectations) and 
actual volumes by the spot price. 

  
Two-year fix: 
Retail suppliers commit to sell at a set price for the following 24 
months 

Same approach as above.  

  
Fixed end date fixed-rate tariff: 
Retail suppliers commit to sell at a set price until a fixed end date 
stipulated in the contract 

Same approach as above.  

  
Three-year fix: 
Retail suppliers commit to sell at a set price for the following 36 
months 

For the initial purchases element, the supplier would 
be able to estimate an opportunity cost of the 
energy as soon as it is possible to purchase the 
relevant standard wholesale energy products in the 
forward markets. 

  
Standard variable (SVT): 
Retail suppliers commit to sell at a set price for one month after 
giving 28 days’ notice  

There would need to be a similar calculation to one-
year fix but for one month.  

  
Tracker linked to firms’ own SVT 
(ie a form of discounted SVT tariff) 

As per SVT. 

  
Tracker linked to a basket of firms’ SVTs 
(ie a form of discounted SVT tariff) 

As per SVT. 
 

  
Tracker linked to market index of spot wholesale prices: 
Retail suppliers commit to sell at a price indexed to the prevailing 
half hour (electricity spot/daily (gas) price  

‘Spot’ prices across the period of provision based on 
actual volumes consumed by customer. 
(We understand that this approach approximates 
the contractual basis on which many large industrial 
and commercial firms purchase energy.) 

  
Non-standard variable tariffs: 
Retail suppliers commit to sell at a set price for a fixed period 
determined by the minimum notice period in the contract between 
the supplier and retail customer. 

As per SVT but the length of the fixed period would 
be determined by the notice period in the contract. 

  
Fixed term variable  
(ie a form of discounted SVT tariff)  

As per SVT but no longer than the length of the 
fixed-term period. 
 

Fixed term capped: 
Retail suppliers commit to sell at a particular price not to exceed X 
pence per kWh  

As per fixed tariff of equivalent duration.  

  
Any of the above but badged as ‘green’  
 

As per ‘parent’ tariff structure left  
All retail supply firms are required to procure a 
certain % of its supply in terms of renewable energy 
anyway (strictly speaking procure ROCs). Plus the 
cost of providing the additional environmental 
benefits claimed beyond that provided by the 
equivalent non-green tariffs.* 

 
Source: CMA analysis. 
*Ofgem published a consultation document on the principle of additionality in the connect of green and renewable tariffs on 
27/06/2014 (Protecting Domestic Consumers in the Green and Renewable Tariffs Market – Final Proposals). 
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