After the Market Meltdown: how
do we build a more resilient
energy market
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What | plan to cover

e The role of consumer advocacy in energy

e Setting the scene: why did so many suppliers fail in Autumn
20217

e Initial thoughts on the government’s interventions ahead of the
April 2022 price rise

e Where do we go from here: how do we build a more resilient
energy market that helps us achieve our net zero goals



Energy consumer
advocacy in Great Britain

2000 to 2008

2008 to 2014 S Consumer

2014 to present

Changes are coming in Scotland, with the soon to be established
Consumer Scotland due to take over the majority of Citizens Advice
Scotland’s statutory roles and responsibilities from 1 April 2022




Energy markets
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Concerns about the state of Ofgem introduces the whole Rising wholesale prices lead the

competition in the retail e market price cap I government to introduce council tax
market leads the government rebates and future energy bill
to introduce a whole market rebates. Further price rises are

price cap expected in October 2022.



Setting the scene

Total number of energy suppliers in market, 2010 - 2021
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Ofgem allowed unfit and unsustainable energy companies to trade with little penalty. Despite

knowing about widespread problems in the market, it failed to take meaningful action.

4 million household

£94
billing delays, confusion and|lost
2in5

1 of the 20 ‘living will




Our recommendations

Rules ensuring companies were fit
to trade came too late and didn’t go
far enough

Ofgem and the Government must act to fix the
problems that led us here and restore consumer
confidence in the market

Services haven't been good enough and trust has
been damaged

Credit balances Renewables obligation

There should be an independent review of the
causes of the market turmoil which considers the
role of delays in policy changes, Ofgem’s
approach to compliance and enforcement, and
recommends improvements.

Oct 2016 Ofgem introduces 2016
credit balance protection.
Citizens Advice urges stronger
market entry requirements to

2017
iimit levy claims Ofgem should introduce a new consumer duty,
Nov 2016 GB Energy fails simi!arto thgt being introduced in financial ‘
2018 2018 Renewables Obligation services, which would put the onus on companies
2018 Ofgem launches supplier mutualised for the first time to ensure good consumer outcomes in future.
licensing review
2019 Consumers need to be protected from the costs

of failure
2019 New entry requirements

take effect
2021 Ofgem introduces new 2020

Consumers should be protected from immediate

2021 BEIS makes some changes bill hikes resulting from recent supplier failures

to reduce the risk of mutualisation

ongoing rules for suppliers. It
is still considering reforms to
limit credit balances a supplier
can hold

2021

2022

and is consulting on changes to
ensure suppliers make payments
on time

Ofgem and the Government should implement
reforms, including prudential regulation, to tackle
risky business practices

Ofgem and the Government should improve the
supplier failure process so consumers are better
protected



As inflation hits the highest point in 30 years, household budgets are already facing enormous
pressure. The worst is yet to come, with Ofgem announcing a more than 50% increase in the energy price
cap from April, just as other price rises hit households.’

People seeking crisis support and help with fuel debts since April 2020

15000

Charitable
support




The current state of the energy
market means people have run
out of options

In April, the energy price cap rises by 54%, from £1,277 to £1971 for an
average household.

22 million households - nearly 80% of the national market - are on the price
cap, which is now effectively the cheapest tariff available.

Annual tariff cost

Analysis of average number and price of publicly available
tariffs in the market Jan 2021 - 22¢
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An average household that has been on
the default variable tariff throughout
2021 and 2022 will have spent £1,153 by
August 16th 2022, the same amount as
for the whole of 2021.7
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Our recommendations

Provide targeted support to low income households in April 2022
via an ‘Energy Support Grant’ through the benefit system. Winter
Fuel Payments are already paid to pensioners each year - an
equivalent payment could be paid to all Universal Credit and legacy
benefits claimants.

Increase benefits by the Bank of England forecast inflation rate
of 6% for April, rather than the planned September rate of 3.1%.

Spread the cost of energy supplier failures over a longer period
(at least 2-3 years) rather than current plans (recovering the majority
in 2022/3).

Recognise the crisis will stretch through to next winter and
temporarily extend the Warm Homes Discount. This means
increasing the level of the rebate, expanding the number of eligible
households and increasing provision for energy companies to
provide extra financial assistance next winter.



Where do we go from here: how to build a more resilient net zero

retail market

2021 White Paper Objectives

The retail market should:

e sustainably deliver services that make it

easy for consumers to engage and

adapt their usage to achieve net zero

and

e consumers should pay fair prices for

their energy, no matter how they

engage

Engagement outcomes in a future market

Smart energy service + low
carbon technologies

Smart energy tariffs

Simple tariff chosen by
consumer

Default energy tariffs

»
>

Higher engagement, better

value, lower carbon

Our recommendations

Ofgem and the Government must act to fix the problems that led
us here and restore consumer confidence in the market

Rebuilding a market that works for consumers and net zero

Ofgem and the Government should develop clear strategies for the
retail market and its role in supporting decarbonisation.

These should consider how to enable consumer engagement and
innovation in a more consolidated market.

Next steps

In the next phase of work, Ofgem and the Government need to focus on
the role of engagement, innovation and specialisation in the future
retail market



What it means for people

Companies provide transparent,

comparable and simple information about

products and services

inclusive by design and recognises the essential

— People can access advice and support to
nature of energy supply. It should facilitate and

encourage innovation, be accessible by all and treat make the right decisions

everybody fairly, regardless of their circumstances There are robust regulations for new

business models that ensure consumers
are not asked to pay the costs - or carry
the risks - of a company failing

Products and services are inclusive by
design

Protections are consistent across markets
Products and services are interoperable
and data is easily portable

There are independent advice and redress

options




Free, confidential advice.
Whoever you are.

We provide free, confidential and independent advice to help people
overcome their problems. We are a voice for our clients and
consumers on the issues that matter to them.

We value diversity, champion equality, and challenge discrimination
and harassment.

We're here for everyone.

000

Find out more about our work at
C /energypolicy
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https://www.citizensadvice.org.uk/
https://twitter.com/CitizensAdvice
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