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27th February 2003

Dear Ian, 

Transfer Objections in the I&C Market

TotalFinaElf Gas & Power Ltd would like to thank Ofgem for the opportunity to give our comments on the above consultation issued by yourselves in December 2002.

In summary we are not in favour of any single one of the options put forward in the document. Our preference would be for a combination of Option 2a (Object only in circumstances where the contract permits) for gas, a revised version of Option 4 to introduce an amendment to the gas licence to allow I&C Suppliers to object to customer transfers where both suppliers agreed that the transfer had been initiated in error and Option 5 (Align the gas and electricity objection rules) so that the objection rules for electricity matched those newly agreed for gas. We have read the arguments in the document but are still of the opinion that the industry would be best served by the retention of the right to object within the gas licence, albeit supported by clauses within our contract. We support the implementation of an MRA change Proposal to bring parity to the electricity and gas regimes by allowing I&C electricity suppliers to object on grounds of contract. 

Whilst we agree that objection should only be allowed to support terms in our contracts, we also believe that the approach taken in gas allows the market to operate these contractual terms in the most effective manner. To remove this facility and force the resolution of issues through either court proceedings or lengthy disputes between suppliers will generally result in little improvement for customers whilst increasing the overall costs within the industry.

As you note in your consultation, many customers would like their suppliers to be able to object in order to avoid erroneous transfers. We acknowledge that having the ability to object could be open to abuse by suppliers but feel that, should this be done as a deliberate practice, then there is opportunity for yourselves to take the appropriate action. 

To support our view we would present the following example which is typical of a number of cases experienced in connection with electricity contracts and arises because most Small and Medium Enterprises (SME’s) assume that their commercial energy contract will be the same as domestic contracts. These customers are unaware that they will be penalised for changing their energy supplier before the end date of a signed contract.

Example:

· Customer transfers to new supplier

· Due to the current process within electricity, the previous supplier does not object 

· Within a month of transferring, the customer receives an invoice from their previous supplier for the remaining contracted period  

· Customer phones new supplier requesting to return to their previous supplier

· The customer is now in a catch 22 as both ourselves and the previous supplier are able to apply contractual penalties.

We do not wish to let our customers fall into this trap and therefore, currently adopt the following practice when a customer signs a contract with another electricity supplier:

1. We contact the customer to advise them of their contractual position and of penalties they will incur if they transfer.  

2. With the customer’s agreement we contact the incoming supplier and explain the situation and that they now do not wish to transfer. This has happened in a significant number of cases.  

3. It is then usually agreed to treat this as an erroneous transfer and the customer will not transfer. 

However, this is extremely resource intensive and probably not maintainable on a larger scale. It is our view that the only realistic way of improving the process is to allow an objection process in electricity as is allowed in gas. If this were in place, then at stage 2 above, having contracted the customer, we would raise an objection to the transfer.   

We believe that this subject has been extensively discussed for some time but that no new arguments have been presented that lead us to change our overall view. As such we would argue that any proposal to move the current gas process to be in line with the current electricity process is not in the overall best interests of consumers and could create more problems with respect to ‘dual charging’ for SME’s. 

Finally, we do agree that it may be helpful for suppliers and consumer groups to draw up standard terms detailing the grounds of the supplier to object. This would help all involved to be fully aware of the process that the industry uses and should reduce the number of complaints made as a result of a lack of awareness of either the process or the contractual implications of the terms for all parties.

Please contact me if you would like further information on the above.

Yours sincerely

Steve Ladle

Head of Regulation 
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