G‘DF‘ :.vez

Third Package Consultation Team
Department of Energy and Climate Change
Area 4C

3 Whitehalt Place

London

SW1A 2HD

19 October 2010

Dear sir/madam,
Consultation on the implementation of the EU Third Internal Energy Package

1. Introduction

GDF SUEZ Energy UK is a major supplier to the Industrial and Commercial Gas and Electricity sectors. We are
currently the fifth largest supplier in gas and the sixth largest in the electricity (by volume) within these
sectors.

Additionally, GDF SUEZ Energy UK currently operates two gas fired power stations in the UK; Teeside Power
Station (1,875MW) and Shotton CHP in North Wales (210MW). Also, we have recently commissioned our first
UK wind farm {20MW Scotia Wind farm).
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Thank you for the opportunity to respond to the above consultat:on as you WI|| note we only intend to
address the issues relating to section 1 —~ consumer protection in this response.

Chapter 1. Consumer Protection

Our concerns in this area relate to the potential inadvertent and inappropriate application of the.&:ustomer
protection measures to the non-domestic sector. W TR, gﬁ.&

14 day cooling-off period.

This measure is inappropriate for the non-domestic sector and must be applied to the domestu:
sector only. Wk
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There are fundamental differences between the hedging processes in the non- domestlc sector for both gas
and electricity which reflect the magnitude of the contract volumes. In the non-domaestic sector, contracts are
almost always hedged individually and instantaneously; the contract price agreed will reflect the prevailing
wholesale market price which will be physically hedged.

To allow a 14 day cool-off period in this segment would expose the supplier to an inappropriate risk and
would ultimately be reflected in the risk premia/prices that customers would face. For example, where a
customer and supplier had agreed a contract and price and the supplier had hedged, if there was a
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subsequent decrease in the market price within the cool-off period the customer would logically invoke the
right to cancel. This would leave the supplier long on the wholesale market and subject to mark to market
cost and/or imbalance price risk. This, of course would only happen in the event where wholesale prices
decreased over the cool-off period and hence would only bring a downside risk to the supplier, A rational
reaction for the supplier would be to insure against this downside risk and introduce an appropriate risk
premium to its future customer contracts. This would introduce unnecessary cost into the supply chain and
there is no requirement for such arrangements in the non-domestic sector.

It is our understanding that at the industry meeting held on 4 October representatives from both DECC and
Ofgem gave assurances to suppliers that the 14 day cooling-off provision would not apply to the non-
domestic sector. We look forward to seeing the licence drafting soon which reflects the exemption from the
non-domestic supply licence conditions.

It is disappointing that even at this Jate stage of the process there is no clarity over which market segments
will be captured by the consumer protection provisions.

3 Week Switching Process

Suppliers should not face any threat of penalty if there is a breach of this provision due to
factors outside of their control,

The current industry central systems for gas are outdated and are due for replacement in 2013. In some
circumstances, despite the best efforts of the supplier, the customer switching process may be delayed due
to defects in the central registration system. The provisions currently contained in the Gas Transporter
Network Code (UNC) reflect the system functionality and it is the Gas Transporters who control the timescale
and budget for system improvements. In cases where minor delays have been caused by these defects, and
these have taken the switching timeline beyond three weeks, the supplier should be exempt from any further
action,

End of Response

I trust this information is helpful and if you have any questions or would like to discuss further, please do not
hesitate to contact me on IR mobil

Yours Sincerely,

GDF Suez !nergy H!




