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Energy Security & Net Zero Committee Energy Bills for Domestic Customers Inquiry

Background
Much of what the Committee heard in evidence relating to its “Preparations for Winter 2023/24” inquiry remains relevant. We believe the Government’s response to the Committee’s previous inquiry was inadequate and fails to take into account the long term nature of the energy bills crisis.

It must be a national priority to bring down energy bills for those who are struggling the most and who are at most risk from the ill effects of living in cold damp homes. Even allowing for forecasted falls in wholesale prices, energy bills are likely to remain 45-55% above winter 2020/21 levels throughout 2024 and into early 2025.

As we have previously set out, this also needs to be seen alongside the wider cost of living crisis which has reduced people’s ability to pay these prices and now record levels of consumer energy debt.

We need to see a fundamental overhaul of tariffs and standing charges to ensure cheaper energy for those in fuel poverty and safeguards (via a social tariff) to protect those with high energy use due to health or disability circumstances.

While the current Government is now running out of time, there are still four areas it could take action on to help with energy bills:
· Unite with opposition politicians to agree a long term energy efficiency plan - and adequate funding for it
· Extend the Energy Price Guarantee powers and introduce an Emergency Energy Tariff to protect the most vulnerable (see below)
· Introduce an industry wide Help to Repay programme for the millions of households in energy debt
· Reform existing support packages - such as the Cold Weather Payments to make them more predictive of needs. And extend funding for the Household Support Fund run by local authorities.

1. What are the justifications for allowing or removing standing charges from energy bills? 
We strongly and unanimously support Ofgem taking action on standing charges. 

The status quo is unfair and untenable and we do not believe that leaving this issue to market forces will deliver change in the best interests of the consumer. 

Standing charges hit those with the least money and energy use the hardest, forcing many off supply completely.  This dangerous situation cannot be allowed to continue. However, we acknowledge and support the calls for more analysis of the impact of increased unit costs on specific groups.

In line with our response to Ofgem’s Call For Input on standing charges (available to download from this link as a PDF), we believe that Ofgem must set out a clear programme of work to analyse each aspect of standing charges (network and grid costs, supplier operating costs, etc) to remove as much cost as possible from them and move more costs onto general taxation (e.g. policy costs, supplier debt protection). 

Secondly, Ofgem must do more to support calls for tariff reform (such as a social tariff) which could be achieved in part through changes to standing charges. This approach would see the Standard Variable Tariff reformed so that:
· Consumers pay the unit cost ONLY for a set allocation of basic energy use (varying levels of use to be modelled by Ofgem).
· Only after this consumption level would consumers pay the unit cost + a standing charge.
· All consumers who rely on energy for medical needs or have challenging financial circumstances would be able to access a social tariff (set at half the prevailing unit cost and with no standing charges added). Alternatively, vulnerable groups could be exempt from standing charges no matter their volumetric use.
We have urged Ofgem to produce modelling for this approach to assess the impact on various groups. 

We also appreciate that specific tariff types may require different standing charge regimes and we would encourage Ofgem to examine this in detail.

We would also like to recommend the Committee examine the Warm This Winter Tariff Watch reports for a more detailed understanding of the Standing Charges regime and the costs which go into our energy bills. These are available to download from the EFPC website, but specifically the reports from Q4 2023 and Q1 2024 are most relevant:
https://www.endfuelpoverty.org.uk/wp-content/uploads/Tariff_Watch_2_Final_Oct_2023.pdf 
https://www.endfuelpoverty.org.uk/wp-content/uploads/Tariff_Watch-3-FINAL.pdf 

2. Should companies be allowed to provide cheaper bills to those who choose to pay by direct debit?
Ofgem’s analysis of this issue has been the subject of a lengthy consultation. Our members were broadly pleased to see that Ofgem has carried forward the proposal for the levelisation of standing charges for prepayment households. 

We were also pleased to see Ofgem’s proposals regarding levelisation of debt-related costs for standard credit users. These measures have the potential to significantly reduce unfairness in the market.

For Standard Credit customers, we are most concerned about the unfairness of how debt-related costs are currently collected. The specific unfairness that comes from the allocation of debt-related costs in the price cap, based on which payment types are most likely to incur them.

There are multiple reasons why a customer may need to use a non direct debit route for payment.

Penalising these groups places a higher cost burden on households that are least able to
afford their energy in the first place.

We can see the argument from energy firms that direct debit is a cheaper alternative to operate, but this should be made explicit through the Operating Costs elements of the standing charges, rather than those linked to debt recovery.

3. Are pre-payment (PPM) tariffs necessary to deter fraud and theft and, if so, are the rules in forcibly switching people to pre-payment properly policed? 
We remain concerned that without a change in the law, vulnerable groups will continue to be forced onto prepayment meters.

To highlight the dangers, Citizens Advice recently revealed that 2m households have stopped heating their homes because they are unable to afford energy bills as the numbers in energy debt soar to over 5m. 

The other aspect of this issue the Committee may like to investigate is the “soft force” which may be applied to customers to “encourage” them to switch. We would appreciate more information from energy firms about the scripts which customer service operators are using when discussing debt to ensure that a PPM is not suggested if any vulnerability is detected.

4. Should there be greater use of discounts on energy for those who live closer to energy infrastructure? 
Renewables are our route to energy independence and will reduce all of our bills in the long term by removing our reliance on volatile and expensive foreign gas imports. But while we welcome any efforts to ramp up the supply of renewable energy across the UK, we have some concerns about this approach. 

Rather than paying individual households, which is only likely to increase levels of energy inequality, we would like to see communities affected being given the chance to help design new infrastructure as well as then enjoying investment in community benefit schemes that leave a lasting positive legacy.  

It is also crucial that the government continues to unblock the current barriers to onshore wind - the cheapest form of energy available to us which is currently hampered by restrictive planning rules.

If such a cash incentive scheme were to go ahead, we are clear that it must be paid for out of general taxation and NOT through a fresh raid on energy bills.

More broadly, the Government must see energy infrastructure as a national investment priority and fund it accordingly.

5. Is it right to expect those in more remote areas of the country to pay higher amounts in standing charges?
No. We support the position set out by the Chartered Institute of Housing in their response to the Committee.

6. How should a social tariff be implemented to address inequalities in billing? 
We welcomed the Committee’s support for a social tariff in its previous report into preparing for winter. We were deeply disappointed to read reports that the Government has now abandoned plans for consultation on a social tariff. 

This winter, data commissioned by the Warm This Winter campaign has revealed how much it would take to enable struggling households to be able to afford their energy bills.

Therefore we welcome the Committee’s renewed focus on the issue and hope MPs will examine options such as Energy For All and/or a new social tariff. 

One additional option which we raised in verbal evidence to the Committee last year was for an Emergency Energy Tariff. More detail on this is now available online: https://www.endfuelpoverty.org.uk/what-next-for-energy-bills/the-emergency-energy-tariff/ 

The Emergency Energy Tariff would use the existing Energy Price Guarantee mechanism (which would need to be extended past its current cut off point) to fix the unit costs and standing charges for vulnerable groups at a lower level. 

Campaigners have suggested that this is fixed at the levels of energy bills in winter 2020/21, which would see eligible households’ monthly energy bills reduced by approximately £87 a month – a saving of around 46% (also see our letter to the Chancellor prior to the Autumn 2023 Statement which is available in this pdf).

We have heard some rumours of proposals being developed for a “tiered Warm Homes Discount.” We do not believe this approach would be appropriate or adequate. 

One major failure of this policy could be that it results in households receiving a Warm Home Discount no longer being classed by the Government as being in fuel poverty.

The Government’s most recent fuel poverty statistical report confirms this (pdf, p14). It states: “The fuel poverty energy efficiency rating […] accounts for the impact of policies which discount households’ energy bills (e.g. the Warm Home Discount). For example, if a household has a band D Energy Performance Certificate (EPC) and they get £150 deducted from their energy bill due to receipt of the Warm Home Discount, this could move them into an Fuel Poverty Energy Efficiency Rating (FPEER) of band C.” 

This is reinforced in the fuel poverty methodology handbook, which states more bluntly (pdf, p62-63): “Receipt of WHD will change a household’s FPEER rating […] To achieve this, some final adjustments are made to the dataset which act to reduce the total fuel costs for those households considered likely to be in receipt of the WHD.” As far as we understand the handbook, they use an algorithm to make these adjustments.

Up to 3m households will have been affected by this decision already. 

Regardless of using Warm Homes Discount as the basis for any form of future support or social tariff, we would encourage the Committee to ask statisticians at DESNZ to confirm how many households have been “lifted out” of fuel poverty by this statistical slight of hand. 

A second potential failure of the tired Warm Home Discount suggestion is that it may actually de-incentivise people to have insulation or heat pumps installed. If a household knew that it may miss out on a WHD payment by making improvements (and therefore changing the characteristics of their property), there is a risk they would decline the improvements.

About the End Fuel Poverty Coalition
The End Fuel Poverty Coalition is a broad coalition of more than 70 anti-poverty, health, housing and environmental campaigners, charities, local authorities, trade unions and consumer organisations. It is also supported by academics, social enterprises and those working on the front line of fighting fuel poverty.
 
We believe that everybody has the right to a warm, dry home that they can afford to heat and power.
 
Members of the Coalition include: Action with Communities in Rural England, ACE Research, Advice for Renters, AgeUK, All Birmingham's Children, Austerity Action Group, Association of Green Councillors, Association of Local Energy Officers, Association for Decentralised Energy, Asthma + Lung UK, Basingstoke & Deane Borough Council, Beat the Cold, Brighton & Hove City Council, Bruton Town Council, Camden Federation of Private Tenants, Child Poverty Action Group, Church Poverty Action, Chartered Institute of Environmental Health, Chartered Institute of Housing, Community Action Northumberland, Centre for Sustainable Energy, Climate Action Network West Midlands, Debt Justice, Disability Poverty Campaign Group, Disability Rights UK, E3G, EBICO, End Child Poverty Coalition, Energy Saving Trust, Energy Cities, Fair Energy Campaign, Epilepsy Action, Fair By Design, Foster Support, Friends of the Earth, Fuel Poverty Action, Fuel Poverty Research Network, Generation Rent, Good Law Project, Greenpeace, Groundwork, Hackney Foodbank, Heat Trust, Home Start Oxford, Independent Age, Inner City Life, Joseph Rowntree Foundation, Lambeth Pensioners Action Group, London Borough of Camden, London Borough of Lewisham, Marie Curie, Mayor of London, Moorland Climate Action, National Pensioners Convention, National Union of Students / Students Organising for Sustainability, NCB, National Energy Action, New Economics Foundation, National Federation of Women's Institutes, Northern Health Services Alliance, Oxford City Council, Positive Money Tower Hamlets, Redcar & Cleveland Council, Repowering London, Retrofit Bruton, Right To Energy Coalition, Rossendale Valley Energy, Ryecroft Community Hub, Save the Children, Sense, Scope, Shaping Our Lives, Social Workers Union, South East London Community Energy, Southwark Group of Tenants Organisations, South West London Law Centres, Stonewater Housing Association, Stop The Squeeze, Uplift, UNISON, Warm & Well North Yorkshire, Warm & Well in Merton, Young Lives vs Cancer.
 
The coordination for the End Fuel Poverty Coalition is provided by social enterprise Campaign Collective and the Coalition is also part of the Warm This Winter campaign. In Scotland we work closely with Energy Action Scotland. In Wales, we work with Climate Cymru's Warm This Winter activity and in Northern Ireland with the NEA-backed Fuel Poverty NI coalition.
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