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We wel cone this opportunity to coment on the thenes
proposed in Ofgenmis strategy and within them the best
way of Ofgem achieving its objectives and hope that the
March 2004 consultation of the Corporate Plan reflects
our concerns. Qur overall comments and those relating to
particul ar strategy thenmes are set out bel ow.

Summary

On the whole we find that the strategy touches upon those
i ssues that we consider a priority for the fuel poor and
ot her di sadvantaged consuners. However, we are

di sappointed to note that there is no nention of

di sconnections, self-disconnections or tariffs
specifically designed to hel p vul nerabl e groups.

Also m ssing are bigger picture issues which cut across
your work programe and have a massive inpact upon how

Of gem goes about its work - nanely bal anci ng soci al,

envi ronnental and econom ¢ objectives and bal ancing a
pro-conpetition, deregulatory approach wth protecting
consuner interests. The National Consuner Council would
hope that in future, Ofgemcould be nore transparent
about these aspects of its regulatory decision-nmaki ng and
suggest that work of this nature is including under thene
8 - inproving Ogenis efficiency and effectiveness.

We certainly feel that social obligations and consumner
interests are a poor relation to other objectives and as
a consequence, O gem has taken a |l ess stringent and
creative approach to tackling current market difficulties
experienced by consuners than is nerited. In the context
of rising energy prices we hope that val uable areas of
work nentioned in the strategy go beyond a nere tick-box
approach and bear the fruit that is needed - for exanple
the introduction of netering conpetition and piloting of

| ong-term service contracts.

Detailed comments

2. Creating and sustaining competition

The National Consumer Council is concerned that

deregul atory decisions (e.g. renoval of remaining retai
price controls in March 2002) are based on insufficient
tests of effective conpetition.

As wor k by Energywat ch has shown, the evidence suggests
that conpetition (i.e. switching rates) has slowed but
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wi th increasing consolidation in the market this wl|
serve to further reduce conpetition. Further it is not
clear that conpetition is serving consunmers’ interests in
light of evidence that profit margins nade by suppliers
have been increasing over this sane period. In addition
consuners are experienci ng ongoi ng probl enms making
effective price conparisons and there is evidence that
sonme groups of consumers - in particul ar pensioners,
those on | ow i ncones and prepaynent neters - are gaining
the | east benefits from conpetition. Together these
concerns suggest a nunber of inportant areas of work for
O gem
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- Evi dence- based deregul atory deci si ons

It is critical that Ogenms supply narket review seeks to
devel op nore effective tests of conpetition. These nust
have regard to the benefits being delivered to

di sadvant aged consuners and nust continue to be devel oped
in consultation with consunmer organisations. W recomend
a cross-utility approach is taken to the devel opnment of

t hese tests.

More routine data (in addition to the proposed regul atory
i npact assessnents) about the performance of providers
agai nst these nust be nmade publicly available to
facilitate informed debate before deregul atory deci sions
are taken and to help with enforcenent of obligations. In
particul ar, data regarding price changes, affordability
and bill paynent nethod by socio-econonic group nust be
freely and routinely avail abl e.

- Swi t chi ng

Whi | st we wel cone Ofgemis conmitnent to inproving the
process for customers to switch, the neasures taken so
far to address this established probl em have been
insufficient. For instance, the recent nmeasures taken are
only applicable to those on prepaynent neters and in debt
- as opposed to all consuners in debt - and even this
limted step is flawed since a pilot testing this
approach showed it to be a failure. Mre rigorous
nmeasures that benefit nore consunmers need to be taken.

The sanme applies to the regul ati on of suppliers’

mar keti ng practices. W are di sappoi nted that
insufficiently stringent regulatory neasures are being
proposed in light of the body of evidence denobnstrating
their necessity. Qur responses to the proposed changes to
mar keting |licence condition 48 detail what steps we

consi der to be necessaryi.

VWhilst initiatives to enabl e donestic consuners to nake

energy efficiency inprovenents to their honmes are

wel come, the |onger-term supply contracts being piloted

at present are susceptible to abuse if energy prices are
rai sed and the consuner is unfairly |ocked in. Such
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contracts also offer the opportunity for energy suppliers
to essentially becone providers of expensive credit to
poorer consuners. Strict regulation is required to
prevent these kind of scenarios before they have a chance
of becoming reality. We would also think that it is
possi bl e to provide these services w thout anendnents to
the 28 day rule - for exanple through third party
managenent. We would |ike to see Orgem actively pursuing
I nnovative alternative ways of offering these kind of
packages to consunmers which do not lock themin to
conmpani es for their energy supplies.
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-Conpetition in the interests of consuners

More fundanmentally we wi sh to di scourage O gem from
pursui ng conpetition and deregulation for its own sake
rat her than for pronoting the interests of consuners,
especi al Iy vul nerabl e ones. The recent consultation on
netering conpetition - part of Ofgem s review of gas
netering arrangenents - could be considered to be an
illustration of this.

-Metering conpetition
It is not clear how OFfgem expects metering conpetition to
| ead to | ower gas supply charges to consuners, inproved

service (e.g. installation, maintenance, bill accuracy,
paynment conveni ence) or innovation (that will help
consuners and not block new entrants). Nor is it clear
that this will inmprove consuners’ ability to switch

suppliers. Additionally, in light of the vulnerabilities
of consuners on prepaynent neters, conpetition should not
be introduced without clear protection for consuners in
ternms of supplier obligations.

Furthernore, the strategy’s discussion of the potentia
for innovative netering to deliver |lower costs to
consumers sounds hollow when little information on the
progress of this work so far is made avail abl e and work
to investigate the seem ngly unjustifiable charges for
prepaynment neters is not being conducted to a public

ti metabl e or discussion. W would urge O gemto nake this
wor k nmore accessi ble to stakehol ders and encourage their
participation in regulatory decision-maki ng.

6. Helping protect the environment

The results of the second survey on the quality of energy
efficiency advice shows how suppliers still have to

i nprove the quality of their advice, in particular

i mproving the identification of customers who nmay need
hel p when they contact suppliers’ call centres and the
val ue of assistance given. This is in spite of O gem

i ssui ng good practice guidelines and there being

i ncentives for suppliers to maxi m se take-up under the
Energy Efficiency Commtnent. Clearly current industry

i ncentives for inproved practices are insufficient. Long-
termservice contracts nmay be the answer but not
necessarily wi thout the creation of other problens. W
hope that ot her approaches to raising standards can be
expl ored with consuner organi sations.

Since many consuners in financial difficulties may not
proactively contact a supplier and ask for help we are
pl eased to note that work is underway to provi de better
I nformation to hel p consuners cut unnecessary energy
expenditure. W look forward to being consulted on
approaches as they are devel oped.
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7. Helping tackle fuel poverty

- Payment nethods, tariffs for vul nerabl e groups & debt
We woul d wel come any cross-utility approach (i.e. energy,
wat er and tel ephones) to w dening the choice of paynent
met hods, tariff options, debt prevention and debt

coll ection strategies nade avail able for consuners on
benefits. However, we believe this work shoul d be
extended to include | owinconme consuners who are not on
benefits and those w thout bank accounts and with or

wi t hout out standi ng debts to suppliers- since they could
al so benefit fromw der assistance with budgeting and
keeping bills down.

We are pleased to note Ogemis work on the third party
deducti ons schenme with DWP, Ofwat and energy and water
suppliers but are di sappointed that declared intentions
to engage consuner groups and the Post Ofice in a nore
open debate about the schene has not taken place as

pl anned. W& would urge Ofgemto proceed with this and
place it in the context of the work it has been doing so
far into debt and paynment approaches. NCC is very keen
for Ofgenis thoughts so far to be made public in order to
facilitate us and ot hers making a useful contribution.

O gemis work will need to identify what features of
paynment methods are of value to consunmers - especially
t he di sadvantaged - including frequency, range and ease
of access to paynent outlets. This nmust result in licence
obligations on suppliers on the range of paynent
facilities needing to be offered, how they are marketed
and their supply levels (i.e. take-up targets). The

i ntroduction of tariffs specifically for vul nerable
groups and a revised third party deduction schenme al so
need to be considered as part of this work. W would
expect that any work in these areas take detail ed input
from consuner organisations.

-Energy efficiency

The coll ective gains of current energy efficiency schenes
for fuel poor househol ds are questionable - whether O gem
adm ni stered or not. W woul d hope that O gem coul d be
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nore assertive about the problens caused by the

i nappropri ate bal ance and supplier incentives created by
envi ronnental and social targets within the Energy

Ef fici ency Comm tnent and work to renmedy the co-

ordi nati on problens created by a di sparate gover nnent
approach to energy efficiency schenes.

8 NCC's response to Ofgem’s Proposed Corporate Strategy 2004-2007



Other missing issues

- Disconnections and sel f-di sconnections

In order to sufficiently encourage appropriate action,

O gem shoul d specify that disconnections should in no
circunst ances take place during the heating season. O gem
should aimfor a steady decline in the nunber of

di sconnections and then fix a date at which they will be
elimnated. At the same tinme, work nust be done to ensure
that sel f-di sconnections do not increase. Wilst O gem
has indicated that it will do work in this area, no
mention is nmade of it in the corporate plan - we believe
it shoul d be.

- Bal anci ng obj ectives

Bal anci ng soci al and environnental objectives is a
critical challenge faced by Ogem - and one which is not
supported by the nearly-absent DTl’'s social and

envi ronnent al gui dance, nor highlighted sufficiently
within the corporate plan. O gem nust nmake it clear how
it bal ances economic, social and environnental objectives
inits decisions. NCC feels that currently socia

obj ectives are a poor relation. Conpanies’ social

obl i gations should be given the sane priority as

envi ronnental obligations. Mdire needs to be done if fue
poverty targets for 2010 and 2016 are to be net. As a

m ni rum best practice under the Social Action Plan
shoul d be transfornmed into standard practice before price
i ncreases aggravate the problens of affordability.

W | ook forward to working with you in order to help
ensure that a bal anced approach is found.

i Review of the Marketing Licence Condition. National Consumer Council response to Ofgem's consultation on gas and
electricity sales and marketing. October 2003.(PD88/03)

Energy sales and marketing. The National Consumer Council's response to Ofgem's consultation Making markets work
for consumers. The regulation of gas and electricity sales and marketing: proposals for the amendment of standard

licence condition 48. January 2004. (PD05/04)
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