From: ,

Sent: 16 November 2010 10:06

To: S orgy Resilience

Ce: ﬁ

Subject: Third party access to licence exempt electricity and gas networks

With regard to the DECC consultation on third party access as part of the Third Package, we agree with
the broad thrust of the consultation’s recommendations. Key for us is the promotion of competition where
possible but without imposing costly solutions (which end consumers will ultimate pay for) without any
resulting benefits. Having a supply licence should therefore not be considered the principal aim; access for
third parties should be, and indeed that is the explicit precedent set in the Leipzig airport case.

We are therefore confident, based on the numbers in the Impact Assessment, that DECC has proposed the
right balance between access and costs. Certainly we prefer an “opt-in” approach given the likely low take-
up of demand for third party access across most of the local networks DECC has considered. In time it will
become more apparent which types of system are more likely to receive such demands from consumers,
further work could then be taken.

That said, we have some concerns with the technical side of the approach you propose and have put these
in the appendix below. We thus look forward to reading the future guidance that will flesh out the
consultation approach in more detail.

Technical Appendix

* The approach may mean that the lag time between a customer deciding to switch and being able to
switch is years, rather than weeks: '
o An ad hoc network charging methodology agreement will have to be reached before
consumers can get a quote, and there’s no prescribed timescale for this:
o The network may not be familiar with the process and has no incentive to handle it speedily
as they may well lose money as a result of it.
» The customer has no idea until the end of the process whether they will actually save any money
because they can't get a quote until after the network methodology is agreed:
o Most people won't initiate a switching service for any utility without some idea that they'll

save money. - o
* Relying on the customer to tell the supplier what the network charges are, so that th&y Can GUI
problematic:

o Suppliers are likely to want to see a clear quote in writing.
e Price comparison looks may be problematic:

o Ad hoc network charges are not likely to work on price comparison websites.
* The socialised cost of individual switches appears to be expensive:

o Itlooks like the network and Ofgem will be obligated to agree a network charging
methodology even if only one customer wants to switch. The socialised costs may dwarf the
individual customer saving.

+ The enforceability of this is itself problematic:

o These networks in some cases will be tiny, and Ofgem is likely to refuse to hear any
individual consumer complaints on (reasonable) grounds of administrative priority;

o Many of these networks will be licence exempt, so it's not obvious how Ofgem would
enforce anyway. Perhaps through the courts?

There’s no mention at all of how consumers will be informed of their rights.
It's not clear whether the consumer will be metered — it is inferred that ‘deemed’ meter reads may
be used:




o Deemed based on what (is there historical consumption data to infer s_yb-tenan(_:y f_r_gr_r; ',r_‘_r
How will any dispute on deferred reads be resolved? Is%this approach évéh pgssiblé s i
the 3° package -- isn't billingis supposed to be baged on actual ggnsumption?
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Thus we suggest that; it (I
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e There should be a default network charging methodology {but with a right of appeal by the network
owner subject to a materiality test):
o This would remove the paperwork and time of small networks trying to negotiate a bilateral
agreement with the regulator: =
o It might work more easily with price comparison websites;
o It would work on the assumption that most networks wouldn't appeal unless they had
thousands of customers trying to exercise this right.
¢ A defined statutory timetabie is needed if DECC are going to go down the bilateraily agreed
methodology route.
o Even if there isn't a default network charging methodology, there should be a default presentation of
charges,
o If a supplier can't tell what terms the network is offering they probably won't quote. it may
help if there's a common pro forma so that consumers can shop around and so that
suppliers can recognise what the network would charge easily.

o DECC may want to develop a consumer empowerment campaign:

o People need to know their rights, how (and to whom) they appeal if the network refuses to
play ball, how long it takes etc;

¢ And also perhaps a network empowerment campaign:
o The networks themselves are often likely to be small businesses, and they are likely to find
this difficult;
o A step by step “you fill in form x and send it to person y, they will respond in z days. You
must do a, you mustn’'t do b" FAQ could make things run more smoothly.
» Suppliers should commit to saying whether they will offer quotes to consumers in these
circumstances:
o Worst outcome would be for consumer, network and regulator to go alt the way through the
process only to find that no-one will quote;
o This may be something the ERA shouid do, i.e. maintain central list of who will and who
won't offer terms and whether this applies to all products or simply some.
¢ DECC should further clarify the approach to metering at these sites.

Best,

Consumer Focus is the independent champion for consumers across England, Wales, Scotland and (for postal
consumers) in Northern Ireland. We operate across the whole of the economy, persuading businesses and public
services to put consumers at the heart of what they do.

Consumer Focus
Artillery House
11-19 Artillery Row
Westminster
London, SW1P 1RT

Please think before you print.

www.consumerfocus.org.uk
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