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FAQ - Third Package Consultation Team

ERA Response to DECC's Third Package’ Consultation - URN 10D/727 Open: 27/07/2010

The Energy Retail Association (ERA), formed in 2003, represents electricity and gas suppliers in the
domestic market in Great Britain. All the main energy suppliers operating in the residential market in

Great Britain are members of the Association - British Gas, EDF Energy, npower, E.ON,
ScottishPower, and SSE.

We welcome the opportunity to offer comments on the DECC's Consuitation on the Implementation
of the EU Third Internal Energy Package. This is a high level industry response and the ERA's
members may also be providing individual responses.

Executive Summary

ERA members broadly support the majority of the headline proposals (that fall within the scope of
the ERA) contained within the consultation document subject to the interpretation and any
subsequent Licence Condition.

However, we would urge DECC to be pragmatic and proportionate with its final decision.

It is essential that DECC provide clarity and guidance on their final decisions in order to provide
suppliers with an opportunity to appropriately impact assess, develop and implement compliant
solutions.

The impacts of the timeliness of this clarity and guidance are crifical to the overall implementation

and ERA members are concerned that they will have as little as two months to undertake this
activity, which is not acceptable or achievable.
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Our key points are:

1.

Much of the finer detail of the final obligations on suppliers will not be fuily
understood until the draft Licence Conditions have been prepared. All of cur
responses on the points in the consultation are ultimately subject to suitable final
drafting of the obligations. Until suppliers and the wider industry have clarity and
visibility of what any new obligations will be, it is unfeasible to assess and progress
in any detail changes (both internal and external} which we may be required to
implement. Suppliers are concerned over the planned timetable - we understand that
DECC have advised decision on consultation is not expected until December

2010/ )anuary 2011 and then there will need to be a consultation on any new licence
conditions, however DECC still maintains that the EU Directive is due to be
implemented on 3 March 11. Two months is not enough time to deliver any changes
and DECC must acknowledge this and respond accordingly.

Given the tight implementation deadlines, we would expect that the current practice
with regard to EU initiatives would continue of accepting situations where the plans
to make the required systems and process changes were in place to deliver them
within a reasonable time after the implementation date.

Subject to the drafting of the final obligation, we believe that the current industry
arrangements broadly enable customers to switch supplier within a three week
timescale. The cooling off and objection periods should not be considered as part of
the ‘switching process’ as they are out of the new supplier's control. The switching
timescale should also exclude any time required by the new supplier to resolve any
rejections or exceptions, specifically when the new supplier has not received all of
the correct information required to effect the switch, from either the losing supplier or
the customer. .

Consideration should be given to the use of 15 working days as a defined measure
rather than 3 weeks. This approach will align with industry processes and will
address issues relating to the numerous transfers which occur over a bank holiday
period. Further, this approach, in tandem with our other proposals, would negate the
requirement for any costly industry changes.

While we welcome the inclusion of a two week period following the date the customer
signs the contract before the switching process commencaes, it is an important point
of clarity that this will not increase the customer cooling off period beyond the
current legislative protections.

The three week switching timeframe, as outlined in the EU Third Internal Energy
Market Package, should start at the point where a valid registration has not been
rejected, and has been successfully accepted onto the registration service providers
system,

The Smart Metering Implementation Programme will improve the switching process
further for customers. It would not he prudent for the Government to mandate
industry to make changes ahead of the implementation of Smart Meters. Any changes
to the current process are unnecessary for compliance with the EU Third Internal
Energy Market Package, should cur proposals be accepted, and would result in
additional costs to customers and poor customer experiences.

We would urge DECC to be careful not to ‘over-implement’ the Directive where this is
not necessary. For example, the majority of ERA Members believe that Annex 1(h)
does not require the supplier to transfer customer consumption data on customer
request, only metering data. Therefore the proposed Licence requirement in
paragraph 1.29 of the consultation goes beyond the requirements of the Directive.
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Whilst the ERA represents domestic suppliers, we would like it to point out that its approach does
not resolve the issue for non-domestic customers with regard to Large Supply Points (LSP) for gas
which currently take a minimum of 18 working days to switch due to an additional ‘nomination’
process step within the customer transfer process. This will also be the case for a small number of
domestic customers who have a consumption of greater 73,200KWh per annum.

Any industry changes required to enable gas LSPs to switch within 3 weeks, will, due to the nature
of the shared confirmation process with domestic, affect the domestic customer transfer process.
Therefore suppliers have a concern over additional change costs being introduced without benefit
i.e. industry may potentially be required to introduce changes which are not required for all supply
points.

We appreciate the discussions we have had with BECC officials in recent weeks regarding the
specific elements of the consultation document and trust that they will take these conversations and
the contents of the responses into consideration before making a final decision. However should
they have any further questions or areas for clarification we would be more than happy to assist.

We shall comment separately on the Third Package consultation on licence modification appeals as
part of the separate consultation process. However DECC's current proposals go beyond the scope
of implementation and would in fact be a fundamental change o the nature of the regulator's
relationship with government and industry. The current process does not prevent Ofgem from
implementing binding decisions; but it does encourage Ofgem to engage with industry and allows for
the possibility of independent scrutiny prior to a decision being implemented. In addition, the current
process allows for industry to request that Ofgem review the drafting of the licence condition prior to
publication. However, if DECC’s proposals are implemented, this simple situation of a redraft could
become an ex-post Competition Commission appeal. This is neither cost-effective nor proportionate.
In addition the cost of mounting an appeal may be prohibitive to all but the largest market
participants, and any costs which industry must bear are ulfimately factored in to consumer prices.

Increasing consumer costs on the back of an unnecessary proposal appears contrary to what the
EU Directive is trying to achieve.

| look forward to hearing from you soon,
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