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Ofgem Stmnes. TWIS 36V

9 Miltbank
L.ondon SW1P 3GE

Dear Alistair

Thank you for letter of 4 August on the subject of pricing and communication to
customers.

Let me start by reinforcing our priorities of delivering compelling competitive
propositions and excellent customer service. This year, British Gas was the first
supplier to announce retail price reductions — with a 10% cut on gas. We followed
this with a 10% reduction on electricity which gave us the cheapest electricity in
Britain. We have dramatically improved our customer service on all dimensions and
we have seen a decrease of more than 90% in the level of our customer complaints
reaching the Ombudsman.

Customers have been responding very positively to what British Gas offers and now,
as we announced in our latest interim results announcement, we are seeing positive
net growth in our customer base.

Tuming to the current pnicing environment, as you know all suppliers are hedging
over a period of time in order to ensure they can meet the energy demand of their
customers and to seek to maintain a level of stability in pricing. Consequently, the
very recent falls in wholesale costs cannot immediately be reflected in the
procurement cost for suppliers. We are also facing of course material increases in
network and government imposed environmental costs, over which suppliers have no
controi.

This hedging picture is reflected in Ofgem's own reports on the link between
wholesale and retail prices, as well as the Probe report, which concluded there was
no greater lag in retail price reductions when wholesale prices fall, than increases
when wholesale prices have risen.

What | can say to you is we keep pricing under very regular review and are
committed to maintaining our competitiveness and to giving our customers value in a
difficult economic environment. However, wa do expect to make a margin on energy
retailing, in order to support the multi-billion pound gas, power and renewable
investments that the Group is making.

You also touched on the effectiveness of our communications with customers on the
Issues driving pricing. With prices likely to remain at historically high levels, and in
fact likely to increase as non-commodity costs rise ever upwards, we recognise it is
in our interest and customers’ interest to clearly articulate and explain the factors that
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explain these price trends, as well as helping them to manage their enargy
consumption and costs through energy efficiency.

Whilst we can always seek to enhance our communication in this area, we do have a
positive track record in proactively communicating with customers on these issues.

When we announced our interim results at the end of July, | wrote an article in the
Daily Mirror (copy enclosed) in which | explained some of the factors that contribute
to the fuel bills customers face, while also setting out how we are investing the profits
that we make to secure the low carbon energy suppligs that this country needs in the
future.

This year we introduced a new feature to the British Gas bill, which now features
charts which explain to customers the break down of the bill, making clear that
commodity costs are far from being the only component. We have also produced
similar charts for stakeholder and press briefings that set out the different types of
cost that we need to recover from cuslomers. | enclase copies with this letter.

We have invested significant amounts in training our call centre agents on energy
market issues so that they can positively engage on these issues and enabling them
to give energy efficiency advice to our custorners. We have also led the industry in
enabling customers to help themselves to reduce their costs through our energy
savers report, which over 2 million customers have completed. | also enclose a copy
of a booklet we recently provided to our service angineers to leave behind when they
visit a customers home, which encompasses ali of these issues as well as some
explanation of the longer term investment required to provide Britain with secure, low
carbon energy supplies.

Alistair, as British Gas continues its journey of transformation, it is clear that not only
do we have more positive messages to give to customers than in the past (reflecting,
for instance, our ieadership on retail pricing this year) but that we do take
opportunities to ensure that customers better recognise and understand what we do
and why we price as we do. Against a background of high prices, | am acutely
conscious of the communication challenges that this poses now and in the future.
Customer communication will remain a priority for us going forward.

I trust this addresses Ofgem's concerns: please do not hesitate to contact me if you
require any further clarification.

Yours sincerely

Phil Bentley '

Managing Director, British Gas
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Before this statement

Pagelof2

Your electricity statement -

This statament

Balance of your last £54.69
statement in credit
What next?

Balance brought forward £54.69
_ 7 m credrt
What you paid £99 00
Electricity you've used £79.16
this period
Your Dual Fuel discount £344
credit
VAT at 5% £3.78
Your new £74.19

imcredil

account balance

For further detalls please turn over

AWMHSIMM

ihnhshgas.co.uklhm :
or for, enqusrfesuﬁ uson Ly

J 0800 048 0101
Aton - Fri, 8am- mmm Epm

Pkmhav:yourmmﬂngbndy

“Customer reference nunber -

Statement date:
20 July 2009
Statement period:
22 Apr09-18 1l 09

You're on Price Protection
2010 - our lowest rates

Message board

,‘,Wthmmdlmdumtum e W
-+ herrs and conditions for supplying your - .

- energy. For & copy,call Ce00 0480201 . - -
_,mptnirlﬁ#‘lmﬂm 1

.ﬂﬂqmmm
_ for your slactricity was & good
- daciion g
. 'A:;:mhm n:ﬂmhmm

e hmwukg rcity
oy the peats o E.u.,m?’
B - oo ;
- despite the

. mathet, your ﬂy pr'lr.u
- theameuntiiadtApriiatng. - 7

Your next payment will be taken out on or within 3 days of 12 Aug 2009.



Page1of2 Avaid esﬁmahed bms when you _'__ o
manage your account online at -

ibﬁhshgas.co.gk[bﬂ]

Or for enquiries callus on

ey J 0800 048 0101

Mon - Fri, Bam - 8pm; Sat, Bam * 6pm,

Please have your meter reading handy

o Customer reference mimiber
Your gas statement - oot date:
actua] Statement period:

18 Apr 09 - 18 Jul 09
You’ re on Fixed Price 2011

Before this statement This statement Message board

Balance of your Jast £519.67 Balance brought forward £519.67 Tmm nml m
statement S L dEbﬁ © We have made some &angcs t‘; our
] terins and conditions for supplying your
What you paid £291.00 : cnergzn Foraccpy, all ﬂsoom Ggml 4
Gas you've used this £200.07 org-o licu ukfterm 5.
penod L
VAT at 5% £10.00 Pamof nﬂndfm yourgnpﬁcu
By digning up to Fied Price 2011 yout
Your new £138.74 %’l;lbun'uhntym'ﬂj:zu:gumm 3
account balance tre deebit oo ‘“’;uh:t“' “’""’Lh“""- -3
For further details please turn over ;ﬂf}:‘ mﬁm v:aﬁ?:{r ?!'-e ;;’Eﬁﬁ“;gm
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What next?
Your next payment will be taken out on or within 3 days of 1 Sep 2009.




What you paid - thank you

Direct Debit 28 Apr 2009 £197.00

Direct Debit 27 May 2009 £197 00

Direct Debit 26 Jun 2008 £197.00
Total payments £591.00

Gas you've used this period
Meter number;

18 Apr o9 - actual
18 1wl 09 - actual

We read your meter
We read your meter

4145
4295

= 150 imperial units used ovef 92 days {actua])—%
Gas units converted = 4770.35 kWh used over 92 days

First 676.00 kWh x 7.259p £45.07
Next 4094.35 kWh x 3.688p £151.00
Total cost of gasused  £200.07

Gas units are converted to Kilowatt hours using the following formula:

imperial metnccanverson calonfic velurme toconvert  gas used in kwh
umtsused  factor value corrachan to kwwh
150 X283 x 39.5597 NI0IL6L00  +36 =4770.35

The cost of your gas fsn't just the price of fuel**

£44% Wholesale Gas
o T Price of fuel (gas)= 64%
]201; Taxes paid or UK Gas production

C"— T —'!195: Delivery to your home

(8% Operating costs

T g var

-

i 2% Government obfigation to help the environment

[

2% Profi

“above txample paced on Ndusiry average CONSLIPLDA of 20,500 bwh per year,
based on Wwrzrage reqional prices Cosfsare sndicative gy at february 2009

To get alarge print, talking or braille bili or to join
our Home Energy Care register call 0800 072 8625
(Textphone 18001 0800 072 8626 )

British Cas Trading tirmated Ragistared 'nEngland Ho. 3078711 Zegistered Office. Miltstream, Maudenhead
Road, Windsor, Berkshi SLA 56D VAT Registration Murnber 634 9667 52 Bt date & tax poitt 3084 2000

“Calf free from 81 Calling Plan. Mokiles and pther providers”charges may vary. vour calis may be
mantored and/or recorded for quohty and romplinnce PUTposES.
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Other contact detafls

Write to British Gas PO BOX 3055,
Eastbourne BN21 9FF

All Central heating enqumes. 6845 950 D400

n Calt 0804 111 999 {24 haurs)

To find the name and address of tha company
responsible for the gas pipeline delivery network to
your home, please call 08701 600 229 (lines open
Mon-Fri 8am to 9prm, excluding Bank Haolidays).

Your gas meter point reference number

Eastern Pricing Area
G4S Accuread read your meter,
Complaint relating to your energy account?

Step1 Please contact uson 0800 072 8631,go0to0
www britishgas.co.uk/mycomplaint, or write to British
Gas Customer Solutions Team, PG BOX 1054,
Eastbourne BN21 9FD. We will do all we can to resolve
yourissue straight away

Step 2 Wyouremain dissatisfied, please write to
Adele Barker, Customer Service Director, British Gas,
PO BOX 3054, Fastbourne BM21 9FD.

i following steps 1 and 2 you are stil dissatisfied you
may contact the Energy Ombudsman on

0845 055 0760 (Textphone 18001 0845 051 1513)0r
via www.energy-ormbudsman.org uk. The
Ombudsman offers a free, independent service where
customer and supplier cannat reach final resolution.
Their final decision is binding on the energy supplier,
not the customer,

Consumer Direct, the Government's helpline for
consumer advice, offers clear, practical and impartial
help and advice. You can callon

08454 040506 0rgoto www consumerdirectgov.uk,

Daily average of the gas you've used

161yl 08 - S Sep 03

18 Apr 09 - 18 jul o9
Wh

b H T I
815 1 45 s
The above includes estimated readings
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What makes up every £100 of the average electricity bill?




111?

What makes up every £100 of the average gas b

* All figures are rounded
up ta the nearest £1



BRITISH GAS BOSS PHIL BENTLEY EXPLAINS WHY
GIANT FIRM'S SUCCESS IS VITAL FOR THE COUNTRY
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What you paid - thank you
Direct Debit 7 May 2009 £33.00
Direct Debit ' 9 Jun 2009 £33.00
Direct Debit 8 jul 2009 £33.00
Total payments £99.00
Electricity you've used this period
Meter number.
E?Ai}fior a;t;ﬁl__ . _17678 W{a read your meter
18 Jul 09 - actual 18733  We read your meter
o = 1055.00 kWh used over 88 days (actual)
First 217 kWh x 11.175p £24.25
Next B38 kWh x 6.553p £54.01
Total cost of electricity used £79.16

One unit of electricity used = 1 klowatt hour {kwh;j

The cost of your electricity isn't just the price of fuel*”

| Price of fusl {5aK Whotesate elaztricity

24% Delivery to your homa

i 13% Government sbligation 1o help the environment

et

" 2 profit

“Abtove excmple based oh ndustry average consumption of 110U ¥wh per pwar,
based o average regronal PIICEs, Costs are mdicalve as gt Febryary 2004,

To get a large print, talking or braille bill or tojoin
our Homne Energy Care register call 0800 072 8625
(Textphone 18001 0800 072 8626)

Bererch Cas Trading Urnited Registered in England Ma 3078711 Reqisterad Office. Millstream Madenhead
Road. Windsor, Berkshire S1d SGO VAT Ragisiration Number 684 9667 62, Bil date & tax pomt 20 Jul 2009

“Cafl free from 8T Caliing Plan, Mobdes and other providers’ charges may vary. Your wals may be
manitored andor rerorded for quality and comphancs FUrpQses.

Page 2 of 2

Write to British Gas PO BOX 3055,
Eastbaurne BNZ1 9FE

Al Central heating enquiries. 0845 950 0400

Electrical emergency or power cut?

u Call 0800 783 8838 {24 hours)

The company responsible for the electricity supply
delivery network is £DF En ergy Netwarks, Fore
Hamlet, Ipswich, Suffolk, IF3 BAQ.

Your electricity supply number

L [ ]
S5
Eastern Pricing Area,
Siemens read your meter,

Complaint relating to your energy account?

Stepl Please contact us on 0800 072 8631, goto
www britishgas.co uk/mycomplaint, or write to British
Gas Customer Solutions Taam, PO BOX 3054,
Eastbourne BN21 9FD We wiltdo all we can to resohve
your issue straight away.

Step 2 Hyou remain dissatisfied, please write to:
Adele Barker, Customer Service Director, British Gas,
PO BOX 3054, Eastbourne BNt 9FD.

H following steps 1 and 2 you are still dissatisfied you
may contact the Energy Ombudsman on

0845 055 0780 (Textphone 18001 0845 p51 1513} or
via www.energy-ombudsman.org.uk, The
Ombudsrman offars a fres, independent service whera
custorner and supplier cannot reach final resolution.
Their final decision is binding on the erergy supplier,
not the customer.

lo1 900080y

Consurner Direct, the Government's helpline for
consumer advice, offers clear, practical and impartial
help and advice. You can call on

0845404 0506 ar go to www.consumerdirect gov.uk,

Daily avera 2 of the electricity you've used

5 Apr 0B - 26 Jul 08

22 Apro9- 18 hulog

I T T o kwh
0 s 18 15 0

The above includes astimated readings.



