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Electricity Trading Protocol - summary document 

This document provides a summary of the Electricity Trading Protocol (the Protocol). 

1. Background, scope and objectives

1.1 Background. 
UBB Waste (Gloucestershire) Limited (UBB) generates electricity at the Gloucestershire 
Energy from Waste Facility (the Facility) and sells it according to Gloucestershire County 
Council’s (the Council) instructions.  The revenues from such sales are passed to the 
Council and partially offset the costs of the residual waste contract.

The Council also consumes electricity at many locations, but the quantity is much less than 
that generated at the Facility, meaning that the Council is net “long” in electricity1.  

As the generation of electricity and consumption of electricity are linked by electricity 
prices, they produce a level of financial risk which has been identified and must be 
managed effectively. The Electricity Project Group will be responsible for the strategy 
taken by the Council in terms of purchase and sale of electricity.

1.2 Scope
The scope is to manage the price risk associated with the energy price of the Council’s net 
electricity position.  

Accordingly, this Protocol is primarily concerned with the energy price of electricity 
generated and sold at the Facility and the energy component of the cost of electricity 
supplies into the Council’s buildings and streetlights, etc. It does not include the 
consumption for buildings (such as schools) whose costs are paid by third parties. 

A secondary matter is the sale of Renewable Electricity Guarantee of Origin (“REGO”) 
certificates.

1.3 Objectives
This Protocol sets out:

 the means by which the Council manages its exposure to electricity prices;
 who will manage this exposure (“Authorised Persons”);
 the principles to be followed;
 the boundaries within which Authorised Persons may act; 
 how they will be monitored;
 reporting procedures; and 
 review of this procedure.

1 Being “long” means that the Council has a contractual surplus of electricity, such that it if the electricity price 
went up the Council would receive more revenue and it if went down the Council would receive less revenue.   
Prior to the Facility becoming operational, the Council was “short” electricity and if the electricity price went 
up it would have cost more. 
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The fundamental principle is that each transaction shall be carried out for the purposes of 
reducing risk (as it exists at that time) and that no speculative transactions may be 
undertaken.  

2. Description of the Council’s electricity commodity position

2.1 Electricity generation
The Facility has been designed to process residual waste and generate electricity 
continuously (with the exception of planned outages and inevitably some unplanned 
outages). The value of this electricity is determined by the UK wholesale price, which 
changes every hour.   

2.2 Electricity consumption
Energy saving measures have reduced consumption significantly and this pattern is likely 
to continue.  When implementing this Protocol, the Council will use the forecast 
consumption figures available at the time.  

Slightly less than 50% of the delivered cost of this electricity comprises the UK wholesale 
electricity price (similar to the generation sales price)2.   

2.3 The Council’s net position.
If electricity prices rise in future, revenues from the sale of electricity will increase while 
consumption costs will increase (and vice versa), so there will be a natural offset.   The 
offset will not be perfect, because the Facility will produce electricity at a reasonably 
constant rate, whereas the consumption varies considerably depending on the time of 
day/week/year. However, accounting for the less than perfect offset is more accurate than 
ignoring it and if market prices go up or down they are likely to do so across the 
day/week/year.

3. Protocol to manage the Council’s electricity commodity position

3.1 Business as usual 
Whenever possible, the Council will seek to co-ordinate electricity price fixing decisions 
such that off-setting generation by the Facility and the Council’s consumption volumes are 
either: a) both left floating with the market price, or b) both fixed at the same time.  The 
Council can elect to either:

 fix the consumption position and a corresponding amount of the sales position (both 
at the same time); or 

 leave the consumption position floating with market and hold back an equal amount 
of the sales volume so that it also floats with the market price.

2 The remainder of the purchase cost comprises wires costs, green levies/taxes and a small supplier margin. 
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Either way, the net position remaining to be managed will be similar.   In order to avoid 
fixing too much volume, a buffer amount will be left unfixed.  

The Council will fix the price for the maximum volume according to the following timings:

 At least half of the volume for financial year (April to March) will be fixed before the 
beginning of the financial year; and 

 100% of the remaining volume below the buffer for a month will be fixed before the 
beginning of the month. 

If the forward market price is in excess of the budget figure for any 12 month period, then 
the Council may accelerate the above profile in respect of that period (or part thereof) in 
order to secure budget. 

The Council shall not speculate or churn volume (deliberately fix an excess of volume with 
the intention of unfixing it later).

3.2 Outages 
Where UBB have provided details of a planned outage, the Council may:

 if the Council considers the outage to be relatively short (less than 5 days) or 
relatively uncertain in its timing, ignore it (in which case fixed price volumes will be 
‘bought back’ at the floating market price); or

 seek to fix the price only for those days in the relevant month when the Facility is 
expected to be running (recognising the slight risk the outage dates may be 
changed).  If in such circumstances outage dates are subsequently changed, under 
normal market conditions the Council should not continually ‘chase’ the dates 
(which could result in multiple reversals of position) and instead should wait until the 
outage occurs before, if necessary, reversing positions;

 Fix a constant number of MW for that month, but pro-rated down so that the total 
monthly MWh fixed approximately equals the MWh expected to be generated that 
month 

(it being acknowledged in this Protocol that none is a perfect solution).

If an unplanned outage occurs there are two options:

 if the Council considers the outage will be likely to be relatively short (less than 5 
days) or of uncertain duration, ignore it (in which case fixed price volumes will be 
‘bought back’ at the floating market price); or

 if the Council considers the outage will be relatively long and/or the outage timings 
relatively certain, the Council may unwind the fixed price volumes by ‘buying back’ 
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volumes at prices to be agreed with the electricity off-taker. The Council should 
seek to avoid chasing the dates if events keep changing. 

4. . Controls
Only staff members who have been authorised may make nominations to the electricity off-
taker to fix or unfix price. At the outset, the Authorised People are:

 Head of Waste Management
 Contract Manager (Energy from Waste)
 Contract Officer (Energy from Waste)

Only the Group Chair may authorise or de-authorise the staff.

The Electricity Market Monitoring Officer will be appointed by the Group Chair and 
nominated to receive copies of confirmations that the electricity off-taker will send to the 
Council each time an Authorised Person conducts a transaction to fix or unfix price.   The 
Electricity Market Monitoring Officer shall monitor the overall position and report at least 
monthly to the group chair.  The Electricity Market Monitoring Officer will promptly report 
any irregularity directly to the group chair and Section 151 Officer.

The Electricity Market Monitoring Officer shall not become involved in making pricing 
decisions.  

5. Financial Monitoring of decisions

All decisions made regarding the sale of electricity exported and the purchase of electricity 
consumed by the Council shall be reported to Cabinet in the Financial Budget Monitoring 
Report. This will ensure that all decisions that have been taken are able to be analysed to 
maintain good value for money for the Council. In addition, the Waste Project Board will be 
provided with regular feedback. 

6. Sale of REGOs

At the time of writing, the value of REGOs is low. If the Council desires to improve the 
green credentials of its electricity procurement, it may ask UBB to retain quantities of 
REGO certificates (one REGO per MWh of consumption by the Council) in its Ofgem 
account indefinitely. Approximately 50% of the waste is deemed to be renewable, therefore 
to be issued with one REGO certificate, UBB would need to produce 2MWh of electricity. 
As the Council produces more than twice the amount of MWh that it currently consumes 
there will still be an excess of REGOs. 

Remaining REGOs may be sold via brokers on a spot basis (once they have been 
received), or bilateral contracts extending no longer than the duration of the electricity 
sales contract (including to the electricity off-taker, having established a market price and 
obtained agreement from the off-taker to pay).  
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7. Protocol review

This Protocol shall be reviewed annually and approved by the Group Chair or when a 
change has been triggered.


