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Dear Andy,

Re Supplier Objections: a call for evi

nise that this is not an official proposal of
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the potential reforms sugg
reforms but instead an invi
objections process. We supj
able to take appropriate steps

-or ment on their work to elicit the views of domestic customers
ner First Panel; as a major stakeholder in this policy area we

sponses in Annex 1 attached. If you have any questions or comments, please do
ouch.
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Annex 1: SSE response to Supplier Objections call for evidence

1. The number of domestic customer who, following an objection:

a) Are provided with energy efficiency and debt management advice
b) Decide to switch to a cheaper tariff with the same supplier

All customers receive the option of seeking advice on energy efficiency and debt. SSE issues a letter
to customers when we block their transfer request, which signposts customers to<call our Energyline
to find out about using energy more efficiently. We are unable to report the volume of customers
who call this number and receive advice as a result of a debt objection lette
number is used extensively across our customer communications.

the monthly totals in the below table.

Month
Dec-2014
Jan-2015
Feb-2015
Mar-2015

rerft tariff in more detail, the call is then transferred to a spemahst
¢ the number of customers who subsequently change to a different

and/or the extent to which their customers are being moved
ly onto more expensive rates

with us. We no longer auto rollover SME customers, which means that they are not inadvertently
caught in a fixed rollover contract and can move to other suppliers easily.

KEY ISSUES

3. Whether the existence of any objections regime is consistent with an energy
market in which all customers should be able to switch supplier readily
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The objections process does not prevent customers switching supplier in the majority of cases but
instead serves as a tool to help suppliers reduce exposure by managing their debt positions and
mitigating the risk that customers can transfer and leave debt behind. This in turn plays a role in risk
management and ultimately the cost to serve. This is particularly important, firstly because we are
under obligation to offer to supply a customer, secondly because we allow customers to pay for
energy in arrears and thirdly because disconnection is a last resort option that is rarely used in the
industry. As such, the ability to object plays an essential role in supplier operations.

The Republic of Ireland (ROI) model serves as a helpful comparison for this//question. In ROI,
consumers can readily switch supplier — in some cases as quickly as next-day — and up until recently
there was no objection process. While they have relatively high switching rates, the benefits of the

Given this experience, SSE considers that an obj regime - kind — is absolutely
consistent and necessary for the benefit and 1 rs in an energy market in

: debt release. This fund has now closed but this is something that we are
n the future. Additionally, SSE’s customer relations team have an ongoing

inally, our front line advisors have a built in process whereby they refer relevant
ur customer relations team for consideration in the Priority Assistance Fund.

There are clear reputational and licence obligations for us to seek active engagement with all of our
customers. This includes considering a customers ability to pay and the most appropriate methods to
pay, by sending regular account statements and conducting regular account reviews. These are
effective protections for customers, which ensure that customers receive the necessary support.

! See page 4:
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5. Alternative methods that suppliers might adopt to facilitate and manage credit
risks in the absence of an objections process, including any evidence from other
markets where there are no or very limited rights to object or where such rights
have been removed

More rigorous credit vetting and credit management mechanisms along with security deposits would
be likely tools employed. However this would need to be thoroughly considered by industry within
the framework of a market without objections as there are risks and impacts with all options, as
discussed elsewhere in this document.

6. The potential impact of smart meters on suppliers’ ability
and the implications of this for suppliers’ right to objec

We are unsure about how smart
objections.

iple from other British or international markets

This in turnmprotects the interests of those consumers who regularly pay on time in that they are not
subsiding the costs of suppliers pursuing debt from customers who have left without paying.

b) Retain debt objections but require objecting suppliers to be more proactive in
managing the relationship with their indebted customers, possibly including a
requirement to move them onto cheaper tariffs to help them repay their debts
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We would caution that offering a cheaper tariff to customers in debt sends the wrong message to
customers who do pay their bills on time in that the entry criteria for the cheaper tariff would require
that the customer has not paid their bills. This is an uncomfortable fit with SLC 25C Treating
Customers Fairly and might also have the consequence of creating a perverse incentive for
customers.

Furthermore, changing a customer’s tariff could either be a mutual variation or a sale of new
contract, and in either case contact with the customer would be essential. Even if this were not
required, we would not change a customer’s tariff without consultation with the customer, as we
consider that customers need to make an informed choice themselves based.on their own
circumstances For example the “best tariff” is dependent on full visibility of the customer’s usage

ustomers or fuel poor
e to circumstance, but this
urrently limited by licence
conditions in the number of tariffs that can be a\ai%iia ime. We would therefore have to
explore the derogation or regional tariff ew i such a tariff.

metering points.

f) Abolish objections relating to indebted customers with Green Deal Plans
(objections linked to the Green Deal were introduced by the Secretary of State)

This would not make a big difference in practice as firstly customers with Green Deal plans are
relatively uncommon and secondly, where a customer has outstanding Green Deal charges, the most
common position would be that the customer is also indebted in relation to their energy charges. As
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both energy and Green Deal charges are collected together, if a customer has defaulted on one then
typically they will also have defaulted on the other.

We disagree with Ofgem’s ascertain that the objection process is used to block a customer seeking to
switch to a non-green Deal Supplier; there is a flag to indicate the presence of a Green Deal Plan
attached to an MPAN on MPAS and the system itself will prevent a registration by a non-green deal
supplier until the end date of the Green Deal Plan.

g) Abolish debt-related objections and instead:

- Extend the DAP to all domestic customers

manage debt e.g. there are already examples of customers repeat
assignment of debt to the PPM is struggling to keep up (i.e. we
add a debt, and receive COS loss flow shortly after).

need to consider more complex scenarlos such as debt bei
charges. 4

transfer request to prevent them |
‘threat’ of having the transfe re is no incentive to maintain a level of debt
below £500. As such, until we bett : echanism would replace the role of the right
to object in the DAP, we ‘cannot underst he mpact of extending the DAP beyond prepayment
customers. = '
Separately, given the ris by the DAP, even in relation to only PPM customers, we would
suggest that Ofger uld seek to understand the impact of the new DAP model and whether it is an
ive - i nind the possible risks we have flagged above. We would suggest a
after a sufficient time has passed to enable Ofgem to gather sufficient

Adopt arrangements like those in Ireland where suppliers cannot object to a
omer leaving but new suppliers can refuse to take on a customer with debt
above a certain level

We caution abolishing debt-related objections in exchange for adopting arrangements like those in
Ireland without significant review of their experience — good and bad. Our response to question 3 is
again relevant here. We would also add that the CER described the economic environment in 2012 as
challenging and explained that levels of debt among consumers continued to be high. Furthermore,
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due to the overall increase in the number of customers in arrears, gas and electricity domestic
disconnections for non-payment of account, increased in 2012 (by 83% in gas).2

Additionally, this process puts the decision to take on the customer in the hands of the gaining
supplier and as such there is a risk this decision will be made on a commercial basis. We believe that
this will lead to confusion for customers as each supplier could operate a different working practice.
Again, this sits uncomfortably with SLC 25C Treating Customers Fairly as suppliers may be tempted to
discriminate in favour of “good” customers and place barriers on those perceived as being “bad”
acquisitions. Indeed there is significant risk that we perceive to this model: it may create a “two-tier”
market for customers, where customers with a bad credit history might find thems excluded and
only able to access the most expensive deals from large suppliers. We would also expect to see
increased use of security deposits, as discussed below, as a pre-requisite fo
access to a new supplier. Finally, we have concerns that we would also n
populate the required debt objection letter which has to list the options
would not be able to comment on whether the customer could pay
and then reapply to their new supplier, as we would not know th

difficult to set the security
but also sufficient to serve the

more time to impact assess this. Our initial th
deposit at a level that was both affordabl

The current licence states the
will naturally differ between suppl

One rule that co
indebted custom

ha to be linked to a new risk based process with more stringent credit
e prior to transfer. Taklng on significant volumes of mdebted customers

yotential impact of abolishing domestic debt objections

Please see our responses to question 8.

NON-DOMESTIC MARKET

? See page 5:
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10. The potential impact of each of the options listed and of any other options we
should consider, for example from other British or international markets

- Abolish the contractual right to object

SSE does not object on the grounds of debt, however, we feel strongly that the contractual right to
object is an integral part of the non-domestic market that must be retained. If we were unable to
object when a customer was still in contract then customers could unintentionally leave a contract
early and incur significant termination fees.

- Abolish objections relating to erroneous transfers

customer, examples
are main meter and off peak meter (can be t mport (can be two MPANS
but the same meter), Half Hourly lead and asso with a new supplier taking
the site but they need to register all metering points i ‘ the site.

lly roll over contracts which means we do not tie any customers into a
t unless it is at their request; any customers that do not sign a new contract

not change to include a request for a security deposit.

12. The potential impact of abolishing all contractual objections in the hon-domestic
market

We disagree that removing all contractual objections would reduce administrative burden, but in fact
believe it would increase the administrative burden due to the cost of court fees required to settle
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disputes. We agree that higher termination fees would result and we agree that suppliers would be
exposed to fluctuations in the price of energy as a results of the requirement to trade out of our
wholesale market position, it could also lead to an increase in security deposits and a tighter credit
vetting.

TIMING

13. The timing of any changes to the objections regime

From a non-domestic perspective, we would encourage enacting these chal
onwards, on new contracts only.

From a domestic perspective, it would depend on what exactl
ultimately our preference is for when most customers have sm
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