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Context and Background 

While key goals for net-zero operation of the electricity system by 2025 have been set by 

National Grid ESO (NGESO) and embedded into the RIIO-2 price control, the strategy for 

decarbonising balancing services remains unclear. There is therefore a need to set goals and 

policy proposals to enable the decarbonisation of balancing services. The ADE’s preferred 

approach would be for tougher carbon taxes to be imposed on fossil-fuel plant participating in 

balancing services. However, given that such measures do not appear to be forthcoming, this 

document outlines the ADE position on using carbon monitoring and signals to drive 

decarbonisation in flexibility markets as a next-best approach. 

The ADE currently has an existing ask under ESO RIIO-2 for better carbon monitoring in order to 

better understand the carbon intensity of each balancing service, and we expect work conducted 

by BEIS in this area to result in actions on carbon within its forthcoming Smart Systems and 

Flexibility Plan. The ADE’s position outlined below has been informed by this work as well as 

industry engagement through targeted member workshops. 

ADE goals for carbon monitoring & signals 

The ADE believes that carbon signalling should be implemented into flexibility markets in a 

manner which works towards the following goals: 

• By 2025, participation of the most carbon intensive fossil-fuel plant (coal, diesel) in balancing 

services has been significantly limited via the restriction of run hours in conjunction with other 

policy such as air quality; 

• By 2030, participation of unabated gas in balancing services has been significantly limited; and 

• All balancing services are provided by zero-carbon plant well before 2050. 

The ADE notes that carbon monitoring is already an active focus for BEIS and supports these 

efforts. However, it is the view of the ADE that the objectives of carbon monitoring must be 

clearly defined for such efforts to be successful, as different monitoring approaches may be 

adopted depending on the end goal. The ADE believes there is currently insufficient clarity on 

these objectives; this position paper puts forward the ADE’s view how they should be defined. 

The ADE believes that the goals of carbon monitoring should be: 

• To enable the implementation of signals that achieve the above goals for carbon signalling; 

and 

• To track decarbonisation progress in balancing services and guide policy design. 
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Policy Proposals 

To deliver the above goals, it is the ADE’s position that a policy should be implemented which 

introduces and progressively tightens annual run-hour budgets for all fossil-fuel plant in balancing 

service markets based on their emissions. The goal of this policy would be to ensure that fossil-

fuel plant follows a smooth trajectory to run less often over time, while also ensuring that 

services provided by standby generation (e.g. Black Start) are still incentivised to decarbonise. 

The policy would introduce and progressively tighten yearly run-hour budgets for all fossil-fuel 

plant. The level of tightening would be set via technology class, based on nameplate emissions. 

Providers would have the option to submit actual data over a long time horizon if they believe the 

emissions intensity of their assets outperforms that of their technology class. A license condition 

would be imposed on system operators that would prevent them from calling or considering bids 

from plant that has used up its run-hour budget. 

The ADE anticipates the following requirements to achieve this policy: 

• Collection of emissions standards for each technology class based on nameplate emissions. 

These would include asset/fuel type, amount consumed, balancing services provided, and 

ramp up/down time, and could be done via contracts. 

• A route for submission of actual data for those providers who believe their assets outperform 

their technology class would need to be provided by the ESO and DNOs. 

• The ESO and DNOs would be required to report on aggregated data at regular intervals, and 

data should also be used to improve the NGESO API. 

The ADE proposes that run-hour budgets be enforced by the Environment Agency (EA) through 

Greenhouse Gas Permits. We also propose that these Permit figures are provided to the ESO and 

DNOs for each asset, with participants required to demonstrate to these parties their compliance 

with their run-hour budgets. We propose that this policy first be trialled through high-volume 

markets such as the BM and Reserve products, and that learnings are used to inform the 

approach to low-volume services. 
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