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OFGEM REGULATIONS RESULT IN CUTS TO TARIFF PREMIUMS AND CLEARER BILLS 

FOR CUSTOMERS 

 

 Unjustified tariff premiums are reduced as a result of Ofgem’s supply market 

probe 

 Average premiums for prepayment meters compared with direct debit and for in 

area/out of area tariffs  have fallen by around 40 per cent 

 Annual statements and enhanced bills make it easier for customers to compare 

energy deals when switching 

Ofgem has today published a report showing that its regulatory reforms to the energy 

market introduced following its supply market probe are benefiting consumers. A key 

reform is already delivering significant benefits to consumers by cutting unjustified price 
premiums.  

Also as part of the probe package, from today (1 July) energy customers will start to 

receive improved bills and annual statements explaining how much energy they have 
used and what it costs them.  

Average premiums for prepayment meters compared with direct debit have dropped 

from £111 to £69 (-38 per cent). And the difference between the price an electricity 

supplier charges in its former monopoly area compared with the price it charges 

elsewhere in the country has dropped from £30 to £18 (-40 per cent)* per customer per 

year. The reform has also reduced the unjustified premium that was being charged to 

around 4.3 million electricity only customers, often in rural areas, who couldn’t get 
cheaper dual fuel deals simply because they are not connected to gas networks.  

However, Ofgem’s monitoring of the effectiveness of these regulatory reforms has also 

uncovered evidence that some suppliers may still be charging customers an unjustified 

price premium. Ofgem has demanded explanations from two suppliers under the first 

stages of a process which can lead to enforcement action if it isn’t satisfied with the 

response. In addition, Ofgem has warned all suppliers to be transparent when marketing 
online deals particularly when temporary discounts are offered. 

Sarah Harrison, Senior Partner, Sustainable Development, Ofgem, said: “The report is 

encouraging news for a lot of customers as unjustified price premiums have fallen 

significantly. However we do have concerns over some premiums and have made it clear 

to the two suppliers concerned that we will take action if the differentials cannot be 
justified. 

“We want customers to have a much better picture of their energy consumption and how 

much they are spending. Clearer bills and annual statements will put all this information 

at their fingertips so they can compare energy deals more easily when they are thinking 
of switching.” 



Ofgem has also published today the results of a survey showing that customers are still 

unhappy with certain aspects of the way suppliers handle complaints. Ofgem has decided 

to investigate the practices of suppliers to see if regulations for dealing with complaints 
are being breached.  

 

                                                        -Ends-  

 

 

Notes to editors   

 

1. Monitoring report on tariff differentials and update on customer switching 

Following its investigation into the energy retail market Ofgem introduced a package of 

measures to better protect customers. A fact sheet explaining the package is available 

here: http://www.ofgem.gov.uk/Media/FactSheets/Documents1/probefs.pdf.   

Ofgem committed to monitor the progress of the package and the report published today 

focuses on the suppliers’ compliance with two licence conditions which came into force 

last September. They state that any differences between tariffs must be cost reflective 
and they also stop other forms of undue price discrimination.  

*The report shows that the average premium paid by a typical customer using pre-

payment meters compared with direct debit has fallen from £111 to £69 since the 
Probe was launched. 

The conditions have also resulted in a reduction in the difference between the price an 

electricity supplier charges in its former monopoly area compared with the price it 

charges elsewhere in the country where it is competing for business (the in-area, out of 

area price difference). Since the middle of 2008 the average differential between in-area 

and out-of-area electricity bills for quarterly payment has nearly halved, falling from 
over £30 per customer per year to £18.   

Despite this progress Ofgem has concerns over some price differentials and it has 

demanded explanations from two suppliers under the first stages of a process which can 

lead to enforcement action if it isn’t satisfied with the response.  Ofgem cannot name the 
suppliers concerned in this stage.  

Alongside this report Ofgem has published a MORI survey carried out last year into 

switching rates and behaviour. It shows that two-thirds of switchers believed they were 

paying less because of their switch. For electricity switchers there has been a significant 

improvement in this (up five percentage points to 67 per cent).  

Overall switching figures are still strong – 17% of gas customers and 18% of electricity 

customers switched in 2009. This compares with 20% in electricity and 19% in gas in 

2008. Ofgem notes that as the survey was carried out last year when there may have 

been less incentive for customers to switch as there were no price cuts from the big six 

suppliers. It was also done prior to the introduction of the package of measures following 

the market probe. Therefore the survey can become one of the benchmarks for Ofgem to 

use to measure the success of the remedies. The Citizens Advice-led Energy Best 

Campaign, devised with Ofgem, also continues to provide customers with advice to help 

http://www.ofgem.gov.uk/Media/FactSheets/Documents1/probefs.pdf


make their homes energy efficient, ensure they are claiming the right benefits and are 
on the best energy tariff for them  

2.  Both the annual statements and improved bills will include: 

 the exact name of the customer’s tariff; 

 a kilowatt hour figure showing how much energy a customer has used in the 

previous 12 months (except where the customer has been with their supplier for 

less than 12 months); and 

 an indicative figure providing a snapshot of how much a given customer is likely to 

spend over 12 months, based on their current consumption and current prices 
(except where the customer has been with their supplier for less than 12 months) 

All customers will have received their annual statement by December 2010. The 
additional information suppliers will provide for this includes: 

 details on the principal terms of the customer’s existing contract; 

 details of any premium or discount that applies to the customer’s tariff when 

compared to the supplier’s standard monthly direct debit tariff; and a reminder 

that customers can switch supplier together with signposting to sources of 
independent advice on how to go about it.  

2. Investigation into suppliers’ handling of customer complaints. 

Since October 2008 energy suppliers and network operators have had to meet strict 

regulations on handling customer complaints. The standards are designed to provide 

effective protection for customers and comprise a number of key requirements to which 

these companies must adhere when a customer makes a complaint. Ofgem has 

monitored suppliers’ adherence to these obligations and our latest research suggests 

that customers are still largely dissatisfied with the way suppliers handle complaints. 

Therefore Ofgem has decided to investigate further to determine whether the regulations 
are being breached.  

3. Ofgem is the Office of the Gas and Electricity Markets, which supports the Gas and 

Electricity Markets Authority, the regulator of the gas and electricity industries in Great 

Britain. The Authority's powers and duties are largely provided for in statute, principally 

the Gas Act 1986, the Electricity Act 1989, the Utilities Act 2000, the Competition Act 

1998, the Enterprise Act 2002 and the Energy Acts 2004, 2008 and 2010, as well as 
arising from directly effective European Community legislation.  
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