
ENERGY BRIEFING 
 
The procurement for All Wales Energy contracts for NHS sites is undertaken 
by NWSSP.  The contracts permit tranches of energy to be forward 
purchased on a monthly or quarterly basis with market experts providing 
monthly market analysis and briefing documents. Decisions on when and 
how much to purchase is taken by the Energy Price Risk Management Group 
(EPRMG).  The EPRMG was established a number in 2005 and its 
membership is made up pf representatives from each NHS organisation. 
 
THE EPRMG has been instrumental in ensuring competitive prices for NHS 
Wales owned premises, forward purchasing of supply to secure price and 
stability.  The volatility in the market over the last few months has reduced 
the benefit of forward purchasing and increased the complexity of the 
forecasting. 
 
The forecast used at the start of 2022/23 indicated a cost pressure at that 
stage of ~£250k, which funding was identified for as part of the financial 
plan for 2022/23.  A number of updated forecasts have been received 
throughout the year, as market forces have changed and prices fluctuated 
we have kept track to ensure the financial risk to PHW is mitigated. 
 
The most recent receipt update from NWSSP now takes into account the 
impact of the Energy Billing Relief Scheme. PHW incremental energy costs 
are now forecast at £0.194m, which is within the £250k funding set aside.  

 
The following assumptions have been built into our energy forecast: 

• Actual costs for M1-5 are now reported in the forecast for the shared 
service energy cost and other energy costs (4 sites where electricity 
supply is managed by landlord). 

• For other energy costs, we have assumed fixed prices until the end 
of the year, however, we are awaiting information from landlords on 
when prices might change. 

• Our forecast is based on the fixed charge for gas and electricity as 
noted by NWSSP per their e-mail on 7th October. This charge is 
subject to a maximum discount. 

• Matrix House is currently included in our other energy forecast (as 
this was a landlord managed site until NWSSP purchased the building 
in March 2022). We are awaiting the impact of this site moving onto 
the NWSSP British Gas contract and so the forecast for this site is 
likely to change.  

 
We will continue to monitor and update the energy forecast as we receive 
more information from NWSSP and our landlord managed sites. 
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Energy Update



Context – Energy Market
• Energy Market ‘spiked’ inexplicably in Autumn 2021
• Expected to be short lived because there was no underlying

factors such as ‘outages of processing’ or shortage of supply
• When Markets began to reduce to lower levels, Russia

invaded Ukraine in Spring 2022
• When markets show sign of reducing to lower levels, flows by

Gazprom reduce/stop
• Supply/Demand in Europe is finely balanced due to closure of

Nuclear and Coal Plants and loss of Oil and Gas supply from
Russia

• UK appears sufficiently supplied but there are pipelines for
both Gas and Electricity to Europe – Energy operates on a
Global price Market basis

• The outlook and market direction for energy remains
unpredictable

Market Volatility

NHS Wales Prices August 2021 – August 
2022
• Gas £/therm – increased by 670%  
• Electricity £/MWH – increased by 

484%
Further steep prices increases – forecast 
£244m (pre price cap)



Current Arrangements - Governance
All Wales Energy Contracts
• Procurement for AW Energy contracts is undertaken

by NWSSP
• Gas and Electricity supplied by British Gas (Centrica)

through two All Wales Contracts
 Power (electricity) – let 2015; extended May 2022;

contract end date 31 March 2025
 Gas – commenced 1 April 2022; contract end date 31

March 2027
• Ability to purchase Energy on a Monthly or Quarterly

basis through multiple tranches
• Market Experts provide ‘In Person’ monthly Market

Analysis and daily Market Overview Briefing
documents

• Contracts permit tranches of energy to be forward
purchased via the British Gas trading desk

• British Gas announcement in Aug-22 of withdrawal
from industrial and commercial sector but will honour
current contracts

Other Energy Contracts
• PFI and Leasehold properties – landlord arranged energy contracts held

by individual NHS organisations
• Vehicle fuel – WAST fuel supply

Energy Price Risk Management Group (EPRMG)
• Established in 2005, when energy was administered by WHCSA for

NHS trusts.
• Decisions on when and how much to purchase is taken by EPRMG,

chaired by Eifion Williams (since its inception)
• Purchasing Strategy determined by EPRMG based on Market Analysis,

Current Prices and Inherent Risk
 Traditionally meetings held 4-6 times per annum
 Currently on a weekly basis
 During periods of extreme volatility in the last year – 3 meetings a week

• Daily Monitoring of prices undertaken jointly by Eifion Williams as
EPRMG chair and NWSSP which allows prices to be tracked and
traches of volumes secured when appropriate

• EPRMG TORs suggests that the group is established as a sub group
under the AWDOFs group and is “accountable to the Directors of
Finance” in HBs and Trusts

• EPRMG TORs states that “representatives should have delegated
authority of their respective organisations”

• NHS Energy Management in Wales report (Wales Audit Office, Dec-
2005) notes that Welsh Health Supplies had established a energy
price risk management group to agree, in advance, target price
thresholds with “decision-making delegated further down the
management chain than is normal”.



Energy Price Risk Management Group
Performance Assessment and Resilience

• Obtain Independent assessment to assure performance against other contract mechanisms
• For example, it’s estimated that,  by applying the PCH Veolia unit rates to the CTM sites under the NWSSP-Procurement contract, circa £14.2m would 

have been saved.



Energy Price Risk Management Group
Membership and Authority

• Extensive and varied membership
• Checks required to confirm if delegated authority is in place in each organisation



Current Forecast



Dependencies



Variables



Prospective actions/choices on price
• Urgently model impact of

the Energy Bill Relief
Scheme (EBRS) on 2022/23
forecast

• Review Purchasing Strategy
re forward purchasing

• Review future procurement
approach and potential
routes to market (for
example, CCS)

• Assess potential to exit
from British Gas contracts
early, noting that
termination fees apply in
both contracts



Energy Bill relief Scheme 
GAS PRICE DISCOUNT ELECTRICITY DISCOUNT

p/therm £ MWh

Price cap 219.75 Price cap 211

Maximum Discount 266.63 Maximum Discount 345

Price cap ceiling 486.38 Price cap ceiling 556

NHS Wales - Gas 

Mkt price Discount Discounted % Tranches left to 

03/10/2022 Price reduction Purchase

November 22 - Forward price 282.80 63.05 219.75 -22% 45%

December 22 - Forward price 429.99 210.24 219.75 -49% 85%

January 23 - Forward Price 490.00 266.63 223.37 -54% 80%

February 23 - Forward Price 504.25 266.63 237.62 -53% 100%

March 23 - Forward Price 446.45 226.70 219.75 -51% 100%



Prospective actions/choices on volume
Approach Method adopted
Technical or Building Management
Solutions

• Building Management System (BMS) optimisation to appropriate energy levels.

• Site temperature controls – reduction in room temperature (within statutory regulations) – where permitted.

• External lighting reductions (shut offs) in non 24/7 operational sites. This has also included the use of sensors.

• There are examples of modernising the estate i.e., disposing of aging properties but more needs to be done across NHS Wales.

Decarbonisation initiatives • All organisations have submitted Decarbonisation Action Plans to reduce emissions.

• Move towards renewable energy solutions and other decarbonisation measures. Much has been done but more needed dependent on
capital.

• Solar PV is widely used across the NHS Wales estate, including the Solar Farm at Morriston Hospital. Other opportunities have been
identified by WGES.

• LED (Light Emitting Diode) Lighting is replacing conventional lighting across the estate, which is up to 90% more efficient that
traditional incandescent lighting.

• Introduction of EV charging and EV fleets in some cases. There needs to be a recognition that this will increase electrical energy usage
away from fossil fuels

• Moving forward Bridgend CBC are developing a district heat network to Princess of Wales Hospital and Glanryhd Hospital with a
private wire connection to a wind turbine farm.

Behavioural change and different
ways of working

• Option to temporarily close offices and other non-patient facing buildings over Xmas and New Year period and remote working more generally.

• Travel restrictions – essential travel only.

• Staff communications on energy reduction.



Governance Actions
Immediate Short Term Medium Term

1. Confirm governance 
arrangements, including EPRMG 
reporting line

5. Review current Energy procurement
arrangements, including assessing
resilience

9. Implement agreed future energy
purchasing

2. Review delegation arrangements,
at officer and organisational level

6. Understand contractual options re
British Gas contracts, including
potential early exit cost

3. Set up T&F Group to understand
impact of the Energy Bill Relief
Scheme (EBRS) on 2022/23
forecast and ensure a consistent
approach across organisations

7. Develop options appraisal for future
energy purchasing arrangements,
including alternative potential
suppliers and/or frameworks

4. Agree Purchasing Strategy for
remainder of 2022/23.

8. Assess and agree way forward, with
clear governance steps and timelines
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