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Dear Markets Strategy & Delivery team,

| am responding in a personal capacity to Ofgem’s consultation “Supporting innovation in the
electricity retail market: exempting small suppliers from the Universal Service Obligation (USO)”. |
broadly support the proposed exemption for suppliers below 50,000 domestic customers. My
response is focused on Q2 and, specifically, the transition risk once a supplier reaches the threshold.

Ofgem correctly identifies two related risks: first, that a supplier must be operationally ready to
comply with the USO once it reaches 50,000 domestic customers; and second, that firms may have
incentives to avoid crossing the threshold. The proposed mitigations — monitoring growth, readiness
engagement and anti-avoidance drafting at group level — are sensible. | suggest one additional
design change: the 50,000 threshold should trigger a short, deterministic transition corridor rather
than an instantaneous change of regulatory status.

At present, the proposal appears to make the USO apply as soon as the supplier reaches 50,000
domestic customers. That creates a regulatory cliff-edge. Even where a supplier is preparing
responsibly, customer numbers can move quickly or fluctuate around a threshold, while the
operational changes required to serve all domestic customers may involve product, systems,
staffing, compliance and customer-support changes. A cliff-edge therefore creates two avoidable
incentives: to over-invest in USO capability well before it is needed, or to slow onboarding as the
supplier approaches 50,000.

A lower-friction approach would be to make the threshold the trigger for transition, not the same-day
commencement of the obligation. For example, Ofgem could provide that a supplier becomes
subject to the USO from the start of the calendar month following three consecutive monthly
reference dates on which the supplier, aggregated with other relevant licences under the same
ultimate parent, has at least 50,000 domestic customers.

This would create a transition period of roughly three months, but without requiring a derogation
application, individual negotiation or discretionary approval. It would also filter out short-lived
fluctuations around the threshold. Ofgem’s proposed readiness monitoring could begin earlier — for
example, when a supplier approaches 45,000 customers — so that the transition is supervised
without adding a new reporting regime.



The anti-avoidance safeguard in the consultation should remain. Customer numbers should
continue to be aggregated across licences held under the same ultimate parent, and Ofgem should
retain its normal enforcement powers where there is artificial restructuring or deliberate
manipulation of customer counts. The transition corridor should not become a rolling exemption that
can be reset by marginally dipping below 50,000.

This modification would preserve the policy objective while improving its incentives. A supplier that is
successful enough to grow beyond the small-supplier exemption would know in advance exactly
when the USO will take effect. That improves operational readiness, reduces the incentive to halt
growth at 49,999 customers and avoids unnecessary case-by-case regulatory engagement.

In short: retain the 50,000 threshold, but make it a deterministic transition trigger rather than an
instantaneous regulatory cliff-edge.

| am content for this response and my name to be published as part of the consultation record.

Kind regards,
Marius Comper





