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Annette Lovell

Head of Customer Contact and Compliance

Ofgem

9 Millbank

London SW1P 3GE




fillin "Type in the recipient's reference."
18 July 2002
Dear Annette, 

Regulation of gas and electricity marketing: a more rigorous approach

Thank you for the opportunity to respond on the above consultation. This response represents the views of LE Group incorporating the brands London Electricity, SWEB and Virgin Home Energy. 

LE Group believes that direct selling continues to be the most effective method of marketing gas and electricity supply services to potential new customers. As you may be aware, our current direct selling activity includes door-to-door, sales in public places such as supermarkets, shopping centres and exhibitions, telemarketing, and direct mail campaigns. 

Industry Initiatives

LE Group has been extensively involved in the various industry initiatives surrounding the development of Codes of Practice for the marketing of both energy and more recently, telecommunication services. An industry agreed Code of Practice working alongside the new EnergySure initiative could provide an ideal start in bolstering customer confidence when receiving contact from suppliers. 

LE Group agrees that criteria for making compensation payments where alleged mis-selling has occurred could be included within an industry Code of Practice. However, we do not accept that such payments should be automatic. Our own experience leads us to believe that each mis-selling incident should continue to be dealt with on a case-by-case basis. 

Mis-selling in any form will not be tolerated by LE Group. Nethertheless, both in-house sales teams and third party agencies have their own disciplinary procedures where individual agents will have the opportunity to comment on any complaint received for alleged mis-selling. Whilst our initial concern will focus on satisfying the customer, the feedback from disciplinary hearings with the agent concerned is often considered when deciding a level of compensation to be paid to a complainant. 

The proposed enforcement process

The proposed process to be implemented in itself appears to be clear and transparent. However, LE Group is concerned with the proposed rationale for thresholds to be used. As with any enforcement process, Ofgem must gain confidence from all industry participants that it is robust, therefore meeting Ofgem’s preferred criteria. Only then will it be deemed to be a positive contribution towards the restoration of confidence in direct selling for all interested parties such as consumers and consumer groups. 

Whilst we can appreciate the pressure that Ofgem and the Authority are under to implement the proposed process, consideration must be given to some outstanding issues. Stephen Reid of energywatch, has already made clear his own concerns with the complaints handling procedures at energywatch, and the current quality of their data. The initial timescale for addressing their challenges appears to be around October 2002, but, we are aware that there will be an energywatch consultation expected in August that may extend this initial date further. 

As with any newly implemented system and processes, time must be given to ensure that all is well. Stephen Reid again indicated that they expect this to be in the region of 3 months. Even based on the original October 2002 timescale, energywatch are admitting that robust data will not be available until early 2003. It is our opinion that the publication of energywatch data should be delayed until everyone concerned is satisfied with both the quality and robustness of the data. In view of these data quality concerns, we also believe that Ofgem should also delay the use of thresholds until that data is of adequate quality and robust. 
Thresholds for investigation

When deciding any investigation threshold, we believe that Ofgem must take into consideration that suppliers are engaged in differing levels of marketing activity. There are a number of suppliers who are competing fiercely, and others who are not. LE Group will be interested to see Ofgem’s proposed methodology for agreeing all thresholds in the future. We agree that any threshold used should be made public in line with requirement for a transparent process. 

Rebasing the denominator

The consultation confirms that Ofgem is reviewing the way in which it uses transfer data to provide the context for the absolute number of complaints. LE Group accepts that consideration must be given to the time lag between the transfer date and complaint date. With the majority of supply transfers taking place within 6-8 weeks of contract agreement, we support an approach that properly addresses the inconsistencies with the current methodology. 

However, LE Group disagrees with the energywatch belief that the timelag between a customer contact, and the customer subsequently raising a complaint with energywatch is approximately two months. Our own experience shows that customers are more likely to raise a complaint either with energywatch or the supplier within 1 month. It is obvious that energywatch have spent a considerable amount of time, money and effort on raising their profile to the general public. Other media interest has contributed to this also. In any case, the transfer data that Ofgem intends to use as a denominator will already be some 3 weeks later than customer contact. 

The investigation

The procedural steps for investigation again are clear and transparent. However, we have a number of concerns with the timeliness of an investigation beginning, and coming to a conclusion. Suppliers must be given the opportunity to address any reports of mis-selling with the agent concerned, and consideration should be given by Ofgem to the fact that suppliers may continue for a period of time, to receive a number of complaints in respect of that agent’s behaviour following disciplinary action resulting from the original identification of mis-selling. 

Another concern is with the apparent lack of opportunity for a supplier to comment on the overall report that Ofgem proposes to make to the Authority. Whilst there is an opportunity for suppliers to offer further comment within month four, we have been led to believe that this will not include comment on the report itself. In order to ensure that the whole investigation process is transparent, LE Group believes that a supplier’s ability to comment on the report would be beneficial to all concerned. 

Summary

LE Group fully supports Ofgem in the implementation of an improved process for investigating suppliers who may not be complying with their obligations for the marketing of gas and electricity. We agree that any process must be fair, transparent and robust in order for it to be credible. 

Once again, we thank you for the opportunity to comment on this consultation, and look forward to the forthcoming decision document. If we can be of any further assistance, please do not hesitate to contact me 0207 331 3665. 

Yours sincerely


Jason Stevens

Regulation Manager – London Electricity plc

