
Press release: Loyal energy customers
to pay fair price from today

Government delivers on manifesto commitment to protect millions from
unjustified price rises as energy price cap comes into force today
new cap will mean 11 million loyal energy customers on “default” tariffs
pay a fair price for their energy
part of the government’s commitment to tackle fuel poverty and protect
consumers

Around 11 million households who have stayed loyal to energy suppliers on
poor value energy tariffs will pay a fair price from today (1 January 2019)
thanks to the government’s price cap.

The cap will bring down the amount consumers have been overpaying to energy
companies, including the Big Six, by £1 billion a year, starting this winter
when households are typically using more energy to heat and light their
homes. It will remain in place until at least 2020, while energy suppliers
and industry continue to work with the energy regulator Ofgem and the
government to build an energy market that works better for all consumers.

Prime Minister Theresa May said:

Our energy price cap will cut bills for millions of families and
people across the UK who have been ripped off by energy companies
for far too long. From today, money will go straight back into the
pockets of loyal consumers, including the elderly and those on
lower incomes who feel the pinch more acutely.

But work to tackle this issue doesn’t stop there. We’re working
with regulators and industry to ensure that consumers are not
unfairly overcharged in the future – whether on their phone bills
or their insurance premiums.

Energy and Clean Growth Minister Claire Perry said:

Today marks the end of unjustified price rises on energy bills as
this government delivers on time on its promise to protect millions
of households from poor value deals, especially the vulnerable.

For too long, suppliers have failed to pass on any savings to their
customers, who deserve to pay a fair price for their gas and
electricity. Switching supplier is still the best way to find a
better deal, but that doesn’t mean customers should be punished for
their loyalty.

Bill payers can now be confident that any change to the price cap
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will be a fair representation of the actual costs of energy, rather
than suppliers passing on inefficiencies to their customers or as
excess profits.

Following a consultation, Ofgem set the price cap level at £1,137 per year
for a typical dual fuel customer paying by direct debit. The amount customers
will pay depends on how much energy they actually use, as the price cap sets
a limit on how much suppliers can charge per unit of gas and electricity not
on overall energy bills.

The cap will also protect around one million households who receive the Warm
Home Discount currently protected by Ofgem’s safeguard tariff. Ofgem already
caps energy prices through its safeguard tariff for 4 million households on
pre-payment meters.

Ofgem will review the level of the cap every 6 months taking into account any
changes to the actual costs of providing gas and electricity to energy
customers. The first review will take place in early February coming into
effect on 1 April 2019.

Dermot Nolan, chief executive at Ofgem, said:

Under the cap, Ofgem will protect consumers from being overcharged
and ensure they pay a fair price to heat and light their homes.
Consumers can have confidence that any rise in prices in the future
will only be down to genuine increases in energy costs rather than
supplier profiteering while falls in energy costs will always be
passed on to them.

Households who are protected by the cap will be able to save even
more money by shopping around for a better deal. In the meantime
Ofgem will continue with reforms which aim to deliver a smarter,
more competitive energy market which, combined with protection for
those who need it, works for all consumers.

The Domestic Gas and Electricity Act, which passed Parliamentary scrutiny and
became law on 19 July 2018, put in place a requirement on Ofgem to cap
standard variable and default energy tariffs after the Competition and
Markets Authority (CMA) found consumers had been overpaying the Big Six an
average of £1.4 billion a year.

While the temporary cap is in place, energy suppliers and industry will
continue to work with Ofgem and government to build an energy market that
works better for all consumers, ensuring they get the best service for a fair
price so that everyone reaps the benefits of the move to a smarter, more
digital economy.

Other measures designed to deliver the government’s objective of clean,
affordable and innovative energy, while tackling fuel poverty, as part of our
modern Industrial Strategy include:
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the rollout of smart meters
initiatives to promote smarter and faster switching
a joint review with Ofgem on the future of the retail market

Ofgem already caps energy prices through its safeguard tariff for 41.
million households on pre-payment meters. This cap was extended to a
further one million vulnerable households in receipt of the Warm Home
Discount, a £140 discount on winter energy bills, early in 2018. These
Warm Home Discount households will be transferred on 31 December to the
new price cap for direct debit customers, which has been designed for
those on standard, rather than prepayment, meters.

The new cap will protect households in every region of Great Britain who2.
are on standard variable or default fixed-term tariffs. Around 60% of
households currently pay for their energy on these tariffs.

The cap will remain in place until at least 2020 and can be extended3.
until end of 2023 if the conditions for effective competition are not in
place.

For more information on the energy price cap, including the pre-payment4.
meter cap, visit Ofgem’s Energy price cap webpages.

https://www.ofgem.gov.uk/energy-price-caps/consumers

