Transfer Objections: stronger rights for industrial and commercial customers.

We welcome the proposal that contract terms should define the objection rights in both gas and electricity.

Benefits

The proposals offer significant potential benefit to customers:

· In electricity, improvements in contract offerings, matching those available in gas:

· To allow multi-site customers (for instance local authorities) to better manage their contracts;

· Lower priced, fixed term, fixed price contracts available to all business customers, not just the largest;

· Lower costs to suppliers eg. of credit management for smaller customers and hence to customers.

· In gas, greater transparency of the causes of objections

Additional benefits are likely to be realised over time, as suppliers meet customer needs for more innovative product offerings.

Protecting Customers

Whilst regulation should not restrict business customers’ contracts, it may help to ensure customers’ interests are protected if there were a simple guide for customers of points to look for in a contract.  We would be very willing to work with consumer groups to design such a guide, aimed at smaller business customers.  This would act as a checklist of terms, though the terms themselves will vary with the suppliers’ style and the type of customer.  We do not wish to participate in a group seeking to draw up standard terms.

Transparency of the reason for objection

There should be no discrepancy between a suppliers’ action in objecting to a transfer and its contractual entitlement to do so.  To provide transparency, suppliers must therefore tell customers what the contractual reason for objection is, ideally by citing the relevant part of the contract.

Transition Period

A transition period may lead to customer confusion, as different rules will apply to different customers, or even if the customer has more than one site, to the same customer.  A transition period therefore needs to be clearly justified.  There are three considerations:

· Best practice for gas contracts now would be to cover the debt and termination notice entitlements in the Licence, as well as make any reference to ‘Licence rights’;

· Suppliers will have been aware of the potential change to the gas rules for at least six months;

· Some, evergreen, contracts are quite old and understandably will not be robust to the proposed rules changes.  However, these will need to be tackled sometime, and should not lead to an extended transition period.

On balance, we recommend the cleanest proposal is for the revised rules to come into force on 1st October with no further transition period.  This allows time to renegotiate any longstanding contracts and also for preparation of information material in time for the July-August negotiations which precede the October contract round.

Summary

As discussed above, and to answer the questions posed in Para 6.12:

· We support the proposal that I&C suppliers object only in cases where this is permitted in their contract

· We support suppliers and consumer groups drawing up information matetial for customers, but do not think standard terms are appropriate;

· There should be no transition arrangements, but the implementation date should be deferred to 1st October 2003;

· The proposed Licence condition is fit for purpose;

· We recommend implementation on 1st October 2003.  

If you would like to discuss this response further, please do not hesitate to contact me on 0115 906 2680.

Graham Kirby

Competition & Regulation Manager

Powergen Retail

� Cooperative objections and, in electricity, related MPANs would also be grounds for objection





