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Context

As part of its Social Action Strategy, Ofgem collects data from domestic suppliers on

their performance in relation to their social obligations and in areas of operation
where vulnerable customers may be affected . This includes performance a  nd practice
in relation to  debt and disconnection , priority services register services and energy
efficiency advice . The data is gathered and published on a quarterly basis and is
available on the Ofgem website at:
http://www.ofgem.gov.uk/Sustainability/SocAction/Monitoring/SoObMonitor/Pages/S

ocObMonitor.aspx

This annual report presents a more comprehensive analysis of suppliers' performance
int hese areas throughout 2008 . The report covers social obligations under the

supply licence conditions and does not cover suppliers' activities related to their

expenditure on voluntary social initiatives, which are reported on separately.

Associated Documents

A Social Actio n Strategy U pdate 2009 -2011
http://www.ofgem.gov.uk/Sustainability/SocAction/Documents1/SAS%202009.p

df
A Domesti ¢ suppliers' social obligations, Annual m onitoring repo rt, August 2007
http://www.ofgem.gov.uk/Sustainability/SocAction/Monitoring/SoObMoni tor/Doc

uments1/Suppliers%20Social%200bligations%20Monitoring%20Report%202007

%2011208.pdf
A Debt and disconnection best practice review (Ref 07/08)
http://www.ofgem.gov.uk/Sustainability/SocAction/Publications/Documents1/Deb

t%20and%20disconnection%20best%20practice%20review. pdf
A Suppliers submit the data in line with Ofgem guidance set out in the document

'‘Monitori ng suppliers' performance in relation to domestic customers ' and data
presented in this document should be read in conjunction with this guidance to
guard against misinterpretation . The guidance is available at :

http://www.ofgem.gov.uk/Sustainability/SocAction/Monitoring/SoObMonitor/Doc

uments1/Monitoring%20Suppliers%20Performance%20Guidance.pdf
A Preventing deb tand disconnection good practice guidelines, Ofgem and
Energywatch, January 2003
http://www.ofgem.gov.uk/Sustainability/SocAction /Publications/Documents1/Pre

venting_Debt_and_Disconnection.pdf
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Summary

Ofge m collects data from domestic supplier s on a quarterly and annual basis, which
is used to review suppl iers' performance in relation to specific social obligations
under th eir supply licence conditions  and in areas where vulnerable customers may
be affected . This includes performance and practi ce in relation to debt and
disconnection, priority services registers and energy efficiency advice. This report
relates to the calendar year Jan uary - December 2008.

Retail energy prices rose in 2008, directly reflecting theincreasein wholesale energy
prices . Despite these increases at a time of severe economic downturn, overall debt
levels and the number of customers repaying a debt broadly remained static across
both fuels . We are aware however that many customers are now struggling to pay
bills and so me are taking longer than usual to pay. This has not yet however followed
through into increases in the number of customers entering into debt repayment

plans with their suppliers and consequently being included in the debt figures that we

monitor here.

The majority of indebted customers owe less than £100, however, in 2008 there
were some increases in the proportion of indebted customers owing higher amounts ,
particularly for electricity

Average weekly debt repayment amounts increased in 2008 across pay ment type for
electricity and for gas credit customers . This increase in payment level is reflected in
the reduction in the PPM repayment term for electricity debt from 77 to 68 weeks.

PPM debt repayment levels remain consistently higher than credit debt r epayment
across both fuel types . Suppliers have a licence obligation to take account of

indebted customers' ability to repay debt . Ofgem is concerned about the se increases
in average repayment amount s. We will be closely examining suppliers' policies and
practices in this area over the next few months to ensure that they are abiding by

both the letter and spirit of this licence condition in these tough economic times.

After rising steadily since 2005, the number of disconnections for debt reduced

considera bly in 2008 . A total of 5890 disconnections took place in 2008 representing

a 30% reduction on the 2007 figure . This 30% reduction overall represents a

reduction of 48% in the number of gas d isconnections from 572 7 to 2999 and an
increase in e lectricity di sconnections of 9% from 2657 to 2891 . Disconnection levels
remain significantly lower than they were at the start of the decade . Whilst this is
very encouraging, there is no room for complacency. Following previous reviews of
suppliers debt and disconnecti on policies that have helped to drive the decrease in
disconnections, Ofgemis currently review ing the arrangements for protecting

vulnerable customers from disconnection to see what further improvements in
suppliers processes can be made . We are working j ointly with Consumer Focus on
this and have also begun a detailed review of suppliers'  broader debt policies and
procedures .

The overall number of customers paying by PPM has remained static for electricity
and has increased slightly for gas in 2008 compa red to 2007. There has been a

Office of Gas and Electricity Markets
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reduction in the number of PPMs installed during 2008 - primarily for electricity - the
most marked reduction being in the installation rate for electricity payment where
there is no debt. As part of its Retail Markets Probe, Ofgem has highlighted certain

PPM price premiums, particularly at the upper end of the consumption range, which

do not appear to have a sound cost justification. Whilst suppliers have already

responded by making some significant moves to reduce these diffe rentials, Ofgem
has recently announced that it will be introducing two new licence conditions from

1st September 2009: one requiring any difference in the terms and conditions

offered by suppliers in respect of different payment methods to be cost reflecti ve;
the other prohibiting discrimination in any terms and conditions offered to customers

unless it can be objectively justified by suppliers. Going forward, we believe that

these new conditions will provide an increased level of protection for those custo mers
who pay by prepayment meter and others who are not able to readily access the

best deals on the market.

There was a further decline in the number of customers using Fuel Direct, a

Department for Work and Pensions (DWP) scheme taking fuel payment deduc tions
directly from a customer's social security benefit . Fuel Direct can provide an excellent
tool for low income customers, facilitating manageable debt repayment and

budgeting for ongoing consumption . We will continue to highlight the importance of
Fuel Direct as a payment method with suppliers and DWP and are pleased that the
Energy Retail Association (ERA) is taking forward discussions with DWP about future
plans for Fuel Direct .

For both fuels there was a marked increase in the number of customers on suppliers'
Priority Services Registers ~ (PSRs) in 2008 (0.3m increase for electricity and 0.2m for

gas) . We have highlighted the importance of supplier's promoting their Registers and
being proactive in finding out if their customers should be placed on it in previous
best practice reviews and are pleased to see these increases. We are also pleased to

see a sharp increase in the number of customers on suppliers' PSRs who have

received energy efficiency information. T here was also a slight increase of 6% int he
number of gas safety checks carried out following a fall in 2007 attributed to the

change in eligibility criteria under the Supply Licence Review.

In addition to  our current review of the arrangements to protect vulnerable
customers from disconnection a nd further work later this year on some broader
issues related to debit , Ofgem's latest Social Action Strategy update sets out our
work plan for 200 9-10 to address some of the issues raised in this report and other
work to protect the interests of vulnerab le consumers

With the recession continuing and the prospects of growing numbers of households
finding themselves struggling financially we will continue to monitor these figures
carefully and to investigate where we have particular concerns

Office of Gas and Electricity Markets 2
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1. Debt, disco nnection and prepayment meters

Chapter Summary
This chapter reports on the patterns emerging from the analysi s of data provided by

suppliers in relation  to debt, debt repayment, disconne ction and prepayment meter
use and instalment.

Overview of the do mestic debt picture

1.1. Under their supply licence conditions, suppliers are required to take account of
the needs of customers who are experiencing difficulty paying their energy bills

Customers must be allowed to repay out standing charges by instalment, including
through a pre -payment meter (PPM) , where this is safe and reasonably practicable,
or via direct deductions from Social Secur ity benefits, where appropriate . Suppliers

are required to be proactive in establishing customers' ability to pay and to take
account of this when setting instalment amounts.

1.2. Despite the economic downturn and its associated pressures on consumers,

overall debt levels and the number of customers repaying a debt broadly remained
static across both fuels. However it is important to note that th ese debt figures only
include those customers who have had their PPM set to collect a debt or who are on
a debt repayment programme lasting longer than 13 weeks. It does not therefore

capture those customers who may be delaying paying their bi lIs as they juggle
paying energy bills with other calls on their finances.

1.3. Atthe end of 2008, 4.8% of electricity customers (1.3 million customers) and

3.7% of gas customers (0.8 million customers) were repaying a debt ! The 2008
figures show a 3% reducti on in the number of custo  mers repaying electricity debt
and a 2% increase in  the number repaying gas debt

1.4. For both fuels, approximately half of the customers in debt were prepayment
meter ( PPM) customers (48% electricity (0.6m customers) and 45% gas (0.3 6m
customers) ); approximately half were credit customers (52% electricity (0.65m
customers) and 55% gas (0.44m) ).

! 'Debt' in this document refers either to customers who have a PPM set to collect a debt or
customers who are on a resch eduled debt repayment programme due to last longer than 91
days/13 weeks. Direct debit customers would only fall within this definition if they have
specifically set up a direct debit in order to repay a debt.
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1.5. Chart 1 illustrates how in 2008 , the seasonal trend continued whereby the

number of customers repaying a debt dip ped towards the end of the ye ar, inthe
billing period following the warmer months, and increased i n the period following
winter .

Chart 1: Number of customers repaying a debt (millions)
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Chart 2: Average level of customer debt over time
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1.6. As illustrated by Chart 2, above, the average debt level for electricity continued
to increase over 2008 . The average debt level for gas, however, decreased over the
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period, notwithstanding the increase in Q4 . At the end of 2008 the average elect ricity
debt was £230 (compared to £224 at the end of 2007) and average gas debt was
£193 (compared to £204 at the end of 2007) . Chart 2 illustrates the differential

between the two fuels with electricity debt markedly higher than gas debt on a
consistent b asis since 2006.

Chart 3: Debt levels by p roport ion of customers repaying (electricity)
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Chart 4: Debt levels by proportion of customers repaying (gas)
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1.7. As illustrated by Charts 3 and 4, above, the majority of indebted customers owe

less than £100 , how ever, we continue to see some increase in the proportion of
customers owing higher amounts . In 2008 the number of customers owing £100 -
£300 , £300 -£600 and over £600 to electricity debt increased by 9%, 10% and 11%
respectively . There were smaller increas  es in the number of customers owing £100 -
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£300 and £300 -£600 in gas debt (5% and 4% respectively) and there was a

negligible decrease in the number of customers owing over £600 in gas debt . In our
previous best practice reports we have stressed the importan ce of suppliers tackling
debt early to prevent the build up of high levels of debt. With higher energy prices

this early intervention and proactive debt management becomes all the more

important. We will be exploring this further as part of our review of s uppliers' debt
policies.

Debt repayment rates

1.8. In our previous reporting of average debt repayment rates, we have included

data for each of the Big 6 suppliers and a number of small suppliers. We are

concerned, however, that including the small suppliers ri sks distorting the wider
picture given that their customer bases are not necessarily representative of the

broader market. For this reason, in this report and going forwards we will exclude

smaller suppliers from this part of our analysis. For Charts 5 and 6 below, the figures
for 2007 and 2008 relate to the average repayment rates for the big 6 suppliers

only. Prior to 2007, the average repayment rates relate to all suppliers reporting to

Ofgem, including small suppliers.

1.9. Average weekly repayment amount s increased in 2008 compared to 2007 -
across payment type  and for both fuels . In electricity, the average weekly repayment
for credit customers increased by £1. 02, to £6.12 - an increase of 20% since 2007 -
and by 89p to £7.36 for PPM customers . Increases we re less accentuated for gas

debt repayment with increases of 34p to £5.43 per week for credit customers and

only 1p to £6.61 for PPM customers.

Chart 5: Average repayment rates for credit customers (big 6 suppliers)
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1.10. PPM debt repa yment levels remain consistently higher than credit debt
repayment across both fuel types, with the figure for PPM electricity debt repayment
rising by 14% since 2007 . Asillustrated in Chart 6, this increase in payment level
coincides with a reduction in the PPM repayment term for electricity debt from 77 to
68 weeks.

1.11. The significant increase in the average repayment demanded is of concern to
Ofgem and we intend to explore this further as part of review of suppliers' debt
policies and processes later this year.

Chart 6: Average repayment rates for PPM customers (big 6 suppliers)

£8.00 - 100

Weeks

£7.00

£6.00

£5.00

£4.00

Average repayment rate

£3.00

£2.00

£1.00

£0.00

2002 2003 2004 2005 2006 2007 2008

B Electricity ®mGas Weeks (E)  =»Weeks (G)

1.12. Suppliers 'licence conditions require themto take account of indebted

customers' ability to repay when setting repayment terms and instalment levels

Current guidelines ? recommend that instalment amounts are set no higher than the

Fuel Direct level of £3.03 per fuel f or customers on benefits and for low -income, high
usage customers . We expect suppliersto demonstrate adherence to their licence
conditions i n ensuring that repayment arrangements are manageable for customers

on all payment types , even where this involves repayment over a longer period of

time . Suppliers' conduct in this area is of particular importance in the current

2

Preventing debt and disconnection: Good pra ctice guidelines , Ofgem and Energywatch, 2003,
http://www.ofgem.gov.uk/Pages/Morelnformation.aspx?docid=100&refer=Sustainability/SocA

cti on/Publications
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economic climate where cus  tomers are increasingly likely to be less able to meet
their financial commitments and more likely to be facing problem debt.

Prepayment meter (PPM) customers

1.13. Historically, PPM usage has been lower for gas than for electricity because
safety and access req uirements make meter installation much more difficult . Over
the last ten years , however, there has beenagrad ual but significant increase in the
number of customers paying for gas by PPM. This may indicate an increased

willingness by suppliers to install ~ gas PPMs, where this process can be managed

safely . Chart 7, below , shows the trend since 1999 . Electricity PPM usage has

remained static at 3.6m since 2004, but gas usage has increased by 0.1m to 2.4m in
2008 , continuing the longer term trend

Chart 7: Nu mber of PPM customers (millions)

4.0
3.5
3.0
2.5
2.0
1.5 4
1.0 -
0.5 A
0.0 -
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Gas 1.6 1.8 1.8 2.0 2.0 2.1 2.2 2.3 2.3 2.4
Electricity 3.7 3.5 3.8 3.7 3.7 3.6 3.6 3.6 3.6 3.6
1.14. We know from previous research th at some customers prefer to use PPMs for
ongoing consumption because they provide a useful m echanism for budget
management and debt avoidance; this can particularly be the case where cust omers
have irregular or non - monthly budgeting cycles due to their wage or bene fit payment

period . There have, however, long been concerns expressed over the price
differential between PPM and other payment methods such as direct debit or
standard credit qu  arterly bill payment
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1.15. As part of its Retail Markets Probe , Ofgem conducted research into the different
prices charged to PPM and standard credit (SC) customers compared to those who

pay by direct debit (DD) . The average differential between PPM and DD of the six
main energy suppliers increased from around £80 at the beginning of 2005 to around
£125in 2008 - anincrease of more than 50%

1.16. While it is recognised that PPM customers present a higher cost to serve for

suppliers than customers on other payment methods, Ofgem has  highlighted certain
PPM price premiums, particularly at the upper end of the consumption range, which

do not appear to have a sound cost justification . We are concerned about the

potent ial detrimental impact of this on PPM customers - many of whom are on low
incomes and may be vulnerable . We also identified particular issues for those

customers who pay by standard credit . Following the publication of the Energy

Supply Probe's Initial Findings Report in October 2008, a nhumber of suppliers

reviewed and substantially narrowed their price differentials.

1.17. Ofgem subsequently published a separate consultation on addres sing unfair
price differentials * and f ollowing a further round of consultation in the spring ,
published its final proposals to add ress unjustified price differentials in June 2009 A

As aresulttwo new licence conditions  will be coming into force from 1st September
2009 : one requiring any difference in the terms and conditions offered by suppliers

in respect of different payment met hods to be cost reflective; the other prohibiting
discrimination in any terms and conditions offered to customers unless it can be
objectively justified by suppliers.

Debt blocking and the debt assignment protocol

1.18. Under their licence conditions , suppliers can block domestic customers from
switching when an amount remains outstanding on their account, 28 days after it has

been formally demanded . The Debt Assignment Protocol (DAP) allows PPM customers
with debt below £100 to switch supplier and transfer t heir debt to their new supplier
but s ince its introduction in 2004, the Protocol has been very rarely used.

1.19. As part of Ofgem'’s package of Probe remedies, we intend to raise the DAP debt
threshold to £200 in order to broaden eligibility for existing PPM custome rs. We will
be looking further at other improvements to debt blocking as part of our broader
review of debt policies and practices later this year

3

http://www.ofgem.gov.uk/Pages/Morelnformation.aspx?docid=95&refer=Markets/RetMkts/ens

uppro
4

http://www.ofgem.gov.uk/Pages/Morelnformation.aspx?docid=100&refer=Markets/RetMkts/e

nsuppro
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PPM installation rates

1.20. PPM installation rates reduced across both fuel types in 2008; the most
significant decline being in  the rate of electricity PPM installation where there was no

debt (usually this would mean installation has taken place at the customer's
request).

Table 1 : Reason for PPM installation by fuel and by year

Reason for

installation 2003 200 4 2005 2006 2007 2008

Electricity

Debt recovery 154,000 | 109,000 | 118,000 | 165,000 | 201,000 | 179,000

No debt 213,000 | 148,000 | 106,000 | 98,000 161,000 | 74,000
Total 367,000 | 257,000 | 224,000 | 263,000 | 362,000 | 253,000
Gas
Debt recovery 109,000 | 134,000 | 146,000 | 169,000 | 180,000 | 178,000
No debt 99,000 73,000 60,000 71,000 72,000 67,000
Total 208,000 | 207,000 | 206,000 | 240,000 | 252,000 | 245,000

Chart 8: Reason for PPM installation (thousands)
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NB: The figure for 2007 installation for elec tricity PPMs (no debt ) was particularly

high due to a subst  antial increase reported by E.ON (formerly Powergen) . In 2007,
E.ON reported that they had installed 113,327 PPMs with no debt compared to
38,595 in 2006 . However, in collating this data, E.ON used industry data flows that
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were likely to have included meter installation under their accelerated token PPM
replacement programme and thus the figure for non -debt PPM installation is likely to
be overestimated . E.ON introduced new reporting arra ngements fo r 2008 and
therefore the 2008  figure reflects the actual trend.

1.21. Taking into account the distortion in the 2007 figure outlined above, the 2008
figure for electricity PPM installati on without debt sees  the continuation of  the overall
downward trend overthe last5years . For both fuels,i nsta llation rates for debt
recovery are lower than in 2007, the shift is negligible for gas but more pronounced

for electricity.

1.22. With more customers experiencing financial difficulties as a result of the
current economic cli  mate, there is a concern that numbers on prepayment meters
may start to increase. We will continue to monitor this closely.

Token PPMs

1.23. Token PPMs are older technology meters which cannot be remotely recalibrated
and therefore require the supplierto gain  access tot he meter following a price
change . Suppliers are currently rolling out programmes to replace these older meters

with newer technology PPMs. Ofgem has worked wi th suppliers to ensure that they

have appropriate arrangements in place as part of the ir phase -out programmes, to
ensure that customers are not left off supply . As part of this work we have developed
principles detailing the minimum steps that we would expect to be included in  any
token PPM withdrawal  programme . These can be found in our up date published on 2
February 2009. °

1.24. There were around 258,000 old token PPMs remaining in stock for all suppliers

at the end of December 2008 ; thisis areduction of o ver a million since Ofgem
published its December 2006 statement of good practice. ° By th e end of June 2009
the total number of old token PPMs had fallen even further to 158,000. Ofgem
welcomes suppliers' efforts to minimise debt build -up through the timely

recalibration of token PPMs and through their replacement programmes . We intend
to cont inue to monitor suppliers' performance in this area throughout 2009 and will

publish further updates on their progress. By the end of 2009 suppliers have
committed to there being very few token PPMs left as they will have largely
completed their exchange p  rogrammes except where they have had persistent

problems gaining access

5

http://www.ofgem.gov.uk/Pages/Morelnformation.aspx?docid=129&refer=Sustainability/SocA

ction/Publications
6

http://www.o  fgem.gov.uk/Sustainability/SocAction/Publications/Pages/Publications.aspx
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Disconnection for non - payment of debt

1.25. Suppliers have a number of licence obligations in relation to disconnection for

non - payment of electricity and gas charges . A supplier mustnotd isconnecta
domestic premises unless it has taken all reasonable steps to recover charges

through regular instalments, installation of a PPM and, where possible, direct

deductions from the customer's social security benefit under the Third Party

Deductions Scheme . Suppliers must not disconnect supply in Winter where they
know or have reason to believe that the premises is a pensioner household and they
must take all reasonable steps t 0 avoid disconnecting in Winter where the household
includes a person who is of pensionable age or who is disabled or chronically sick.

1.26. Between 2001 and 2005, there was a sharp reduction in the total number of
disconnections, directly linked to the significant reductio n in gas disconnections over
this period . We reported a numbe r of reasons for this overall reduction, including:

A Pressure on suppliers to disconnect only as a last resort;

A Suppliers increasing the number of PPMs installed to recover debt as an
alternative to disconnection;

A The voluntary ERA safety net introduced by suppliers to not disconnect vulnerable
customers; and

A The decision by British Gas to temporarily stop all domestic  disconnections.

Chart 9: Number of disconnections for debt over time
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1.27. Disconnections started to increase from 20 05. The 2008 figures , however, were
significantly lower than in 2007 and disconnection numbers continue to remain at a
much lower level than at the beginning of the decade.
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1.28. In 2008, a total of 5890 customers were disconnected, representing a 30%

decrease o n the number of disconnections carried out in 2007 . The number of
customers disconnected for gas debt reduced by 48% from 572 7 to 2999 . While
electricity disconnections have increased overall in 2008 by 9% , the rate of increase
has slowed significantly  in relation to previous years . The overall reduction and the
slowing of the rate of increase in electricity disconnections are likely to be

attributable to a number of factors outlined below.

1.29. InJuly 2008, E.ON suspended all domestic disconnections following an internal
review which identified that a number of vulnerable households had been

disconnected . E.ON advised Ofgem at the start of 2009 that all of these customers
(where they were  still present at the disconnected properties ) had been reconnected .
E.ON has subsequently conducted a full review of its systems, policies and

procedures and has implemented a number of measures to address weaknesses

identified . Ofgem have been advised that E.ON will not recommence disconnection

for debt until it is confident t hat its processes are sufficiently robust to prevent this
situation from arising again.

1.30. British Gas has also operat ed a non -disconnection policy  since 2003 but
recently resumed disconnections of occupied propert ies, albeit in very low volumes;
in 2008 they reported 3 electricity and 8 gas disconnections . British Gas have
advised Ofgem that this disconnection activity is being conducted in a controlled
environment with each case reviewed and monitored at length before approval is

given for disconnection to t ake place . Where vulnerability is identified at any point
on the debt process, supply will not be disconnected.

1.31. Npower took the decision in 2008 to suspend domestic disconnections during

winter , significantly reducing its annual disconnection figure ; ho d isconnections were
carried out during the period between early November 2008 and the end of April

2009 . Npower also carried outar  eview and refinement of its debt follow -up
processes in 2008 , as a result of which, n power was better able to secure payment

from customers ea rlier in the collections cycle, thus reducing the number of cases
proceeding to disconnection.

Electricity disconnection

1.32. E.ON, npower and SSE all reduced their electricity disconnection level in 2008 -
npower so doing by 66% . EDF, however, reporteda 130% increasein electricity
disconnections over the period which put theirs at the highest level across industry
EDF have advised that thisinc rease is as a result of them following Health and Safety
Executive (HSE) advice which meant that th ey were unable to install PPMs in an
increasing number of London properties where a high proportion of meters are

housed in meter intake rooms or where the meter would have to be positioned at a

height that would prohibit use . However we are very concerned about these
increases particularly as it is apparent that in Q12009 EDF also disconnected a

relatively high number of properties. We will be writing to EDF to explore the

increase in their electricity disconnections further.
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1.33. Scottish Power's electricity disconnection rate also increased in 2008, by 37%
Scottish Power has attributed this increase to efficiency improvements in its debt

follow up process, leading to an increase in the number of indebted customers being

taken through the debt management and recovery process . Scottish Power maintains
that disconnection remains an action of last resort and has been actively promoting
PPM repayment as a cheaper alternative to the standard cash bill . Despite the overall
increase for the full year, their disconnec tion levels fell substantially in the last

guarter of 2008 to bring them broadly in line with the others for Q4 and they predict

continued falls in 2009.

1.34. Charts 10 and 11 below, show disconnection figures by year and by supplier
per 100,000 customers for e lectricity and gas respectively

Chart 10:Big 6 e lectricity disconnections by supplier (per 100,000
customers)
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1.35. All suppliers except EDF disconnected fewer customers for gas debt in 2008

than in 2007; EDF'si ncrease was relatively low, at 11%. npower reported a marked
reduction (of 85%) in their gas disconnections in 2008, attributing this in part to
their improved debt recovery processes and an increase in gas PPM installation in
properties where the customer was absent (and to which, previously, supply may

have been disconnected). As mentioned above, in 2008, npower also took the

decision not to disconnect any customers over the winter period.

1.36. SSE also reduced their gas disconnection rate significantly in 200 8 - by 54% on
their 2007 figure. This was mainly as a result of an increase in PPM installation as an
alternative to disconnection but is also in part attributable to the introduction of a
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number of new measures to reduce the number of customers getting in to debt. This
has included credit vetting for new customers, ensuring customers are on the correct

payment method and tariff, proactively contacting indebted customers and fitting gas

PPMs rather than disconnection where the customer is absent

Chart 11: Big 6 gas disconnections by supplier (per 100,000 customers)
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1.37. Historically, disconnection rates have alwa ys been significantly higher for gas
than for electricity, reflecting the difficulty in gas PP M installation and the consequent
inability for suppliers to use gas PPMs as an alternative to disconnection , although as
noted above, suppliers are starting to find way to address this . The 2008 data show
a shiftin this  pattern , with disconnection levels for gas fallingto  such an extent that
over the year the rates for the two fuels almost match
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Chart 1 2: Overall number of disconnections by quarter (big 6)

2500
2000
1500
M Electricity
1000 - M Gas
TOTAL
500 A —
0 .

Qi1 Q2 Qs Q4 Qi1 Q2 Qs Q4 Qi1 Q2 Qs Q4
2006 2006 2006 2006 2007 2007 2007 2007 2008 2008 2008 2008

1.38. Chart 12 above shows the number of disconnections by fuel type, per quarter
and Charts 13 and 14 below , show quarterly disconnection rates by supplier (per
100,000 customers ).

1.39. Chart1 3 shows that while EDF 's and Scottish Power 's electricity disconnection
rates were significantly higher overall than in 2007, both suppliers reported a

downward trend  in the second half of 2008 . EDF's rate for Q4 2008 is still

significantly higher than in Q4 2007 and we are concerned that early figures for Q1

2009 show an increase. Scottish Power however had, in the final quarter of 2008,
brought their electricity disc  onnection numbers  down to a level considerably below
their Q4 2007 rate.

1.40. Chart1 4, below, illustrates the reduction in the number of gas disconnections
for all suppliers (except British Gas who reintroduced trial disconnections in Q4) in
the last quarter a  nd particularly highlights npower's performance improvements in
2008.

Office of Gas and Electricity Markets 16



Domestic suppliers' social obligations 2008 August 2009

Chart 13:Quarterly electricity  disconnections by supplier (per 100,000
customers)

Chart 1 4: Quarterly gas disconnections by supplier (per 100,000 custome

rs)
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