
  



  

  

  

  

  

  

  

  

  

  

  



  

loss of rivalry in the process of setting SVT prices

  

  

  

  

  

  

  

 are based on irrelevant and outdated evidence and data



  does not take account of the imminent SVT price cap

  depend on a critical misunderstanding of the competitive dynamics of the GB 
retail energy market

  

  

  

  

  

  

  

  

  



  

  

  

  



  

  

  

  

  

  

  

https://corporate.marksandspencer.com/media/press-releases/2018/marks-and-spencer-group-plc-appointment-of
http:Ofgem.10


  

  

  

  

  

  
demand-side and supply-side considerations, 

such as uniform product characteristics, similar switching costs and the prevalence of 
suppliers operating across the whole of GB

  

http:suppliers.13
http:customers.11


  

  

  

  

  

  

  

there exists strong competition to the Parties for new customers, 
both from the other SLEFs and from at least some of the SAMS

  

a trend of switching to SAMS rather than SLEFs increasing over 
time

http:time�.16
http:identified.15
http:SAMS�.14


  

  

  et seq 

  

  

et seq



    
 

  
 

 

  

 

              
       

 
         

  
 

 
 

 
 

 
   

 
 

 
  
 
 

 
  
 

 
 

 

 
 

 
 

 
 

 
  
     

    
 
 

                                                      
       

NON-CONFIDENTIAL VERSION 

should not be maintained. The Parties’ shares of supply are well below a level that 
would raise competition concerns or typically warrant the opening of a Phase 2 inquiry. 

Table 3.1 
Domestic shares of supply in Great Britain: electricity 

Supplier January 
2013 

January 
2014 

January 
2015 

January 
2016 

January 
2017 

January 
2018 

Npower [1]  [] [] [] [] [] [] 
SSE Retail [2]  [] [] [] [] [] [] 
Combined (MergeCo) [] [] [] [] [] [] 
British Gas [] [] [] [] [] [] 
E.ON [] [] [] [] [] [] 
EDF [] [] [] [] [] [] 
Scottish Power [] [] [] [] [] [] 
Small and mid-tier 
suppliers 

[] [] [] [] [] [] 

- First Utility (Shell) [] [] [] [] [] [] 
- Ovo Energy [] [] [] [] [] [] 
- Utilita [] [] [] [] [] [] 
- Utility Warehouse [] [] [] [] [] [] 
- Co-op Energy [] [] [] [] [] [] 
- Green Star Energy [] [] [] [] [] [] 
- Economy Energy [] [] [] [] [] [] 
- Spark [] [] [] [] [] [] 
- Bulb [] [] [] [] [] [] 
- Extra Energy [] [] [] [] [] [] 
- Iresa [] [] [] [] [] [] 
- Others [3] [] [] [] [] [] [] 
Source: Cornwall Energy, January 201819 

Notes: [1] [] 
[2] [] 
[3] [] 

19 This table has been updated with the Q1 2018 Cornwall data published on 26 March 2018. 
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- First Utility (Shell) 
- Ovo Energy 
- Utilita 
- Utility Warehouse 
- Co-op Energy 
- Green Star Energy 
- Economy Energy 
- Spark 
- Bulb 
- Extra Energy 
- Iresa 
- Others [1] 

Source: Cornwall Energy, January 201820 

 

  

  

http:region.21


  [s]hares of supply will not accurately reflect the 
dynamic of competition disproportionately reflect a stock of customers rather than 
customer preferences

  consistently low

  

  

not at a level to indicate any particular closeness of competition

  the Parties’ SVT customer switching is similar to 
switching in the whole market

  

extremely limited

  

  

  

  

  

  

http:preferences�.24
http:competition.23


significantly lower

  

  majority
customers on SVTs, and those who have 

been on SVTs for a significant amount of time

  

  

  

http:below).32
http:types.30


  

  
the 

Parties are not particularly close competitors with regard to the tariffs they offer across 
all different customer segments

for the majority of the time, they have not been close competitors
no evidence in the Parties’ internal 

documents to indicate that the Parties consider each other to be close competitors for 
FTCs

  

  
does not result in 

significant upward pricing pressure on FTC tariffs

many of the SAMS
unlikely to be significant 

additional upward pricing pressure on SVTs from customer switching

the tariffs the Parties offer are no more similar (in particular on price) than those offered by other 
competitors

This conclusion also applies to customers switching both from 
FTCs or SVTs

http:switching�.40
http:competitors.37
http:competitors�.36


  

  

  

  

  
be small

  

  

  

  

  

  

http:pricing.43
http:Parties.41


  

  

  no evidence

less likely than at the time of the 
EMI

  
increased 

differences between the SLEFs the competitive pressure of other suppliers

  

  

Even if the Merger might change some aspects of the market structure, 
which might enhance the ability of some parties to reach an understanding on the terms of coordination, this would 
not be either internally or externally sustainable given the increased differences between the SLEFs, even if the 
Merged Entity and British Gas became more similar.

http:suppliers�.50
http:added).49
http:coordination.48
http:announcements.47
http:sustainable.46


  

  

  

  

most of the 
competitive pressure exerted on the individual six large suppliers for the most dynamic 
segment of the market (typically non-default fixed-term tariffs) comes from the other 
large suppliers, with the small and mid-tier suppliers unable to act individually as 
significant competitive constraints

  since 
2012, new suppliers have intensified competition, shrinking the six largest energy 
suppliers’ share of the market from nearly all consumers to just 80% of them

almost four percentage points 
of market share in the last year in both fuels 2.1 million and 4.3 million meter 
points in gas and electricity respectively reducing their market share 
by around 17% for both gas and electricity substantial new 
entry and falling concentration

Ibid



  

  

  

  

  

  

  
brand recognition, perceptions 

about reliability or service, lack of awareness or information
around a quarter of customers who 

had shopped around in the previous three years had only considered the SLEFs

  

http:SLEFs�.59


  

  

[t]he Parties submit that 
as seen in the Ofgem Customer Engagement Survey from September 2017, the primary 
factor a customer will consider when switching is saving money, but a number of other 
factors are also taken into account (eg customer service).  Based on that survey, 
supplier reputation and brand do not appear to be significant factors in customers’ 
decision-making

Source: Frontier analysis of Ofgem Customer Engagement Survey 2017; Q160. 
“Thinking of the last time you Switched supplier, what were your 

https://www.ofgem.gov.uk/data-portal/number-active-domestic-suppliers
http:decision-making�.61


priorities?”; Weighted base = Switched supplier (n=703); no prompting 
unless answer 'Saving money’; up to 3 responses recorded.62 

  

  

Source: Ofgem Retail Market Indicators 

 

http:recorded.62


  

  

  

[t]he largest suppliers are under pressure as more consumers switch 
away to small and medium sized suppliers

  

  

https://www.ofgem.gov.uk/publications-and-updates/record-number-customers-small-and-medium-sized-suppliers
http://sse.com/media/518726/SSE-FY1718-Prelim.pdf


  

Source: Department of Business, Energy and Industrial Strategy Quarterly Domestic 
Energy Switching Statistics 

  
last year, 5.1 million electricity consumers and 4.1 million gas 

consumers in total switched supplier, the highest number for almost a decade

  

  



  

  

  

  
  



    
 

  
 

 

  

 

  

       
  

  

  
       

    
       

       
     

 

 

     
      
    

   
       
    
      
     

  

    
    

     
      

     

     
     
     

 

    
    

    
   

     
     

    
  

    
  

 

     
      
      

     
     
    

       
    

    

 

       
         
         
    
  

 

      
        

     
 

 

       
        

       
     

     
     

 

NON-CONFIDENTIAL VERSION 

Description of Remedy Status 

(iii) changes to the names of default tariffs e.g. 
emergency tariff. 

requiring suppliers’ participation. 

Ofgem to develop and utilise a database with In progress 
details from suppliers of their domestic and 
microbusiness customers who have been on a 
standard variable or default tariff (a tariff that they 
have not actively chosen) for three or more years 
to enable rival suppliers to prompt customers to 

Ofgem is progressing this following an 
Order from the CMA in December 2016. 
Ofgem has been conducting trials 
alongside larger suppliers (including 

engage. Npower and EDF) and the Ofgem project is 
currently preparing for implementation, with 
Ofgem notifying suppliers to be ready to 
transfer customer data by September 2018 
for implementation. 

Price comparison websites to be granted access Implemented 
to the Electricity Central Online Enquiry Service 
(ECOES) and the gas Data Enquiry Service 
(DES) databases on gas and electricity customers 
to reduce errors in switching process. 

CMA Order issued in December 2016 and 
Order now in force. First compliance 
statement released in March 2017 and 
expected annually. 

Requirements on suppliers to encourage Implemented 
switching for those on restricted meters and 
Citizens Advice to provide information and support 
to customers on restricted meters. 

CMA Order issued in December 2016 and 
is now in force. The first compliance 
statement was required in September 2017 
(and annually thereafter). 

Capping the price for all customers on Implemented 
prepayment meters. 

CMA Order on suppliers issued in 
December 2016 to cap the price for all 
customers on prepayment meters. This cap 
applies from April 2017 to December 2020. 
Ofgem to ensure compliance and review 
the level of the cap every 6 months. 

Allow suppliers to group prepayment meter tariffs 
in each region under one tariff code to enable 
more tariffs to be available. 

Implemented / complete 

Ofgem to take responsibility for efficient allocation 
of gas tariff pages (also referred to as ‘slots’) in 
order to free up gas tariff codes for use by smaller 
suppliers and to improve competition in the 
prepayment market. 

Implemented / complete 

Changes to Debt Assignment Protocol to enable 
customers with a higher level of debt of up to 
£500 to switch suppliers and improved clarity of 
process. 

Implemented / complete 

Ofgem to remove the simpler tariff rules from Implemented / complete 
suppliers’ licences (the ban on complex tariffs, the 
4 tariff cap, restrictions on certain discounts and 
reward points, those on bundled products and 
those on tariffs exclusively for new customers). 
The CMA proposes these licence conditions 
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the number of 
customers who are engaged and switching is increasing, with further remedies 
(including the database remedy) set to continue this trend

  

increased switching rates in some cases by a factor of four
huge transformational effect

https://www.eprg.group.cam.ac.uk/wp-content/uploads/2018/01/S.-Littlechild_BEIS-oral-evidence-Dec-2017.pdf
http:effect�.69


  
results showed that the CMOL increased switching rates

  

  

promote initiatives that 
improve customer engagement and the effectiveness of competition in the domestic retail market to achieve better 
outcomes for energy customers

https://www.ofgem.gov.uk/data-portal/number-non-prepayment-domestic-customer-accounts-supplier-standard
https://www.ofgem.gov.uk/system/files/docs/2017/11/small_scale_database_trial_paper_pdf.pdf
https://www.ofgem.gov.uk/system/files/docs/2017/12/sort_market_wide_derogation_letter_141217_final_clean.pdf
https://www.ofgem.gov.uk/publications-and-updates/domestic-supplier-customer-communications-rulebook-reforms
https://www.ofgem.gov.uk/data-portal/number-non-prepayment-domestic-customer-accounts-supplier-standard
http:BOL�).74
http:notices.73
http:letter.71


  Our remedies package will revitalise the energy market, 
intensify competition between energy companies to bear down on costs, ensuring 
customers can make informed decisions about the range of options open to them and 
encouraging the development of smarter regulations that work in consumers’ 
interests

  it is pleasing that one year after 
the publication of our final report, a number of the remedies are in place and delivering 
benefits to customers

  
If you look over the years, 

there has been a gradual increase in consumer engagement.  Switching has gone up 
and down a bit over the years but it has generally increased

  

  The description of the counterfactual is affected by the 
extent to which events or circumstances and their consequences are foreseeable, 
enabling the Authorities to predict with some confidence

  

CMA, Modernising the Energy Market (June 2016), 

Merger assessment guidelines

https://www.eprg.group.cam.ac.uk/wp-content/uploads/2018/01/S.-Littlechild_BEIS-oral-evidence-Dec-2017.pdf
https://www.gov.uk/government/speeches/roger
https://www.ofgem.gov.uk/consumers/household-gas-and-electricity-guide/how-switch-energy-supplier-and-shop
http:prohibitions.81
http:customers�.78


  to the extent that the EMI remedies and other 
regulatory changes have been implemented, and their effect is reflected in the recent 
data that the CMA has used as part of its assessment, they will be included in the 
prevailing conditions of competition.

  et seq 

  

  

  

  

  

  

  

https://www.ofgem.gov.uk/system/files/docs/2017/11/small_scale_database_trial_paper_pdf.pdf
http:remedies).86


  

considerable uncertainty

  

  

  

The SVT price cap will be introduced imminently 

  

  refreshing

good shape by the summer recess

inter alia

expectation that it will become law by this summer

https://www.paulmasterton.org.uk/news/east-renfrewshire-mp-welcomes-commons-vote-energy-price-cap
https://publications.parliament.uk/pa/cm201719/cmpublic/DomesticGas/PBC168_Combined_1
https://hansard.parliament.uk/lords/2018-05-22/debates/18F0B9B5-F84B-45F5-9D3A
http:recess�.90
http:competition.87


The Committee is united on our endeavour this 
afternoon. We want to finish our deliberations, get the Bill passed as speedily as 
possible, and have it on the statute book by the summer—hopefully the early summer— 
so that Ofgem can execute it

  as soon as practicable

  

expect[s] that people paying the highest prices will make 
significant savings

  

The effects of the SVT price cap are reasonably foreseeable 

  protecting 
customers until the conditions for effective competition… are in place

Ibid. 

https://www.ofgem.gov.uk/system/files/docs/2018/05/default_tariff_cap_-_policy_consultation_-_overview.pdf
https://www.ofgem.gov.uk/system/files/docs/2018/05/default_tariff_cap_-_policy_consultation_-_overview.pdf
https://www.ofgem.gov.uk/system/files/docs/2018/03/update_on_our_plans_for_retail_energy_price_caps.pdf
https://publications.parliament.uk/pa/bills/lbill/2017-2019/0100/lbill_2017-20190100_en_1.htm
https://www.henrysmith.info/news/henry-smith-mp-welcomes-commons-vote-energy-price
http:place�.96
http:force.92


  

  

et seq 

  

  

  

  

  

  

  

  raises competition concerns as a 
result of the loss of rivalry in the process of setting SVT prices for the supply of gas and 
electricity to domestic customers in GB



  

  

  

  

  

  

  

http:engaged.99


  

  

  

  

  

  

105 

106 



  

et seq

  once a customer decides to switch, the majority 
of these customers switch to a FTC product.  This includes customers on SVTs, and 
those that have been on an SVT for a significant amount of time

  

  

  

  

  

A key driver of switching in the market is the price differential between tariffs



  

  

  

  

  

  

  

  
costs are an important consideration, 

influencing both the timing and level of price changes



  

 

  

  

  

 

  

  

  et seq 

  

  

  



  

  

Npower 

  

  

  

  

  

  

  

  

SSE 

  

  

  

  

  

  



  

the Parties 
are important ‘comparators’ to each other and to the other SLEFs in the process of 
setting SVT prices

removal of one such constraint could 
allow the Merged Entity and the other SLEFs to increase their SVT prices to a higher 
level than absent the Merger

  

  

  

  

  

  

  

  Parties are 
important comparators to each other



 the decision on [SVT] price is not tied directly to the price of any one 
competitor

  has found no evidence to indicate that the Parties’ SVT price-setting 
behaviour is a particular constraint on each other more than that of the other 
SLEFs…

  

  

  

  

 

  



  

  

  constraint between the Parties

  

  

  

  

  

to 



indicate that the SLEFs are constrained in a similar way, or to a similar extent, by the 
SVT pricing behaviour of the SAMS.

  
in a similar way, or to a similar extent

  

  

  

piling pressure on rivals to follow suit

  

 

  

  

Ibid. 



  

  
a reduction of 

comparative constraints from five other SLEFs to four other SLEFs would reduce 
competition on SVT prices for all SLEFs

  
et seq

  

  

  

  

  



  
confirms that the SLEFs are an important comparator on one another with 

regard to their SVT pricing

  

  

  

  

  

[b]ut consumer and 
price comparison experts said customers could save more than £350 a year by 
transferring to a cheaper rival. Price comparison website uSwitch.com said it was 
possible to save up to £369 a year by moving to the small supplier Utility Point, which 
has a tariff charging £792

  We'd urge our readers to start shopping around

Energy regulator Ofgem described the increase as “unwelcome”, while consumer groups 
including Which? joined it in urging shoppers to search online for better deals

http:uSwitch.com


  Daily Star says switch to lower bills

  There is a way to stop paying into the coffers of the Big Six 
though. Just switch supplier

  There is no reason to pour their money into its coffers, as 
five minutes on a price comparison website would make clear

  

  

  

  

  

  

  

  

  

Ibid.

  

E.ON announced a stealth rise on energy bills of up to 50 for some customers in March   



  

  

  

  

  

  

inter 
alia



  

  
et seq

  

  protecting customers 
until the conditions for effective competition… are in place

the 
need to protect existing and future domestic customers who pay standard variable and 
default rates

  

  

  



  

  

These constraints on the pricing 
structure can have a number of effects… [S]ome observers have commented that the 
transitional undertakings lead banks' offerings to be increasingly similar

  

  

  

the safeguard tariff is aimed at protecting 
prepayment meter customers, primarily those on poor value standard variable tariffs, from paying too much for their 
energy

https://www.ofgem.gov.uk/publications-and


  

  

  

  

  


