How can care providers successfully
navigate energy contracts?

Care providers have
- thechallenging task
-+ of negotiating energy
‘contracts during a time
when suppliers are

| seeking to capitalise
on new and existing

il business. Richard
Ayres, Senior Social
al _v.isor at Care

Care providers are rarely experts on gas
and electricity and therefore rely on energy
suppliers or brokers to offer advice. Care
England wanted to establish whether they
are supporting providers or are seeking to
exploit them. To investigate, we launched
an exercise to explore how we could best
assist providers with their energy choices
and options.

Focus Energy Services Ltd, a Care England
partner for SME energy options, reviewed
over 17,000 energy bills, with findings which
indicate that some energy suppliers and
brokers are perhaps not always acting with
transparency. As such, Care England is
offering the following advice and guidance
on how to renew energy contracts.

Broker commission

Brokers should be happy to disclose the
commission that is hidden with the energy
price per kWh and any other fees, if not
for the sake of transparency, then for the
possible litigation they face for not doing so.

Larger providers often use energy
consultants and may purchase energy
throughout the year, hedging volume and
buying at the right price at the right time
to align with the organisation’s risk profile.
Consultants may charge an uplift on the
kWh rate for their advice and guidance,
which can be higher than energy brokers but
should be offset by the money saved based
on the advice provided.

But what about the smaller care
providers who rely on energy brokers? This is
where we saw some exploitative behaviour
in the review of over 17,000 bills collected
as part of the energy options review (these
invoices covered 403 legal entities and 2,721
supplies (meters) and 19,433 rooms plus day
centres, head offices and other care services.)
One care provider was quoted 2p per kWh
for a 12-month contract, four times higher
than the maximum commission we would
expect to see from a broker, for all but the
very smallest consumption.

Some brokers push two and three-
year contracts to try and lock in the care
business and secure commission. In the
last six months, most responsible brokers
would be unlikely to suggest long-term

- contracts given the Government Energy

‘Scheme uncertainties and due to
prices caused partially by the

in gas supply in connection

\e war in Ukraine. >
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>  Care England believes energy brokers should not exceed 0.5p
per kWh for commissions for very small contracts which should scale
down as contract values increase.

VAT

VAT on energy for residential care is capped at 5%. Of the 17,000
energy bills examined, Focus Energy Services identified 18% of the
providers were charged VAT at 20% together with the Climate
Change Levy. Focus Energy is now assisting providers to recover circa
£3.5m in VAT overpayments. VAT recovery can generally go back six
years in England and five years in Scotland. If providers are part of
the Care England Tender, Focus Energy Services will manage the VAT
and Climate Change Levy recovery for providers without charge.
Why are these errors being made? The reasons are threefold:

« Brokers sometimes not understanding the care sector when
advising care providers. These are often smaller more sales-
oriented brokers rather than consultative brokers.

« Expired VAT certificates. Best practice should be that new VAT
declarations should be sent in month 11 for contracts over
12 months.

« Brokers not checking the first bill for new contracts for errors.

These overcharges will not be picked up if contracts renew with
brokers who are not taking these actions.

Energy Bill Relief Scheme (EBRS)

Why do 9% of care providers have the wrong EBRS discount
applied? This is complex for many smaller energy consumers to
calculate, and the fault lies with the energy suppliers. Brokers

that actively manage contracts should be reviewing bills regularly
to ensure this is not the case. The loss of discount can cost care
providers hundreds or even thousands of pounds depending on the
scale of discount error.

KVA ratings

A KVA rating is the maximum demand of electricity a business may
use. If the rating is higher than needed, the provider pays more than
necessary for any unused capacity. Caution is therefore required
prior to reducing KVA ratings and this should only be undertaken
after thorough research by the broker and questions asked of the
provider. Some brokers may charge a fee for these services, usually
a percentage of the savings for the first 12 or 24 months.

Comparing energy quotes

Under OFGEM rules all energy brokers should be offered the same
rates by energy suppliers so the only differential should be the
commission they charge, or for additional services offered; this is
why Care England created the care sector energy options review.
So, what should care sector energy consumers look out for?

«  Most quotes are provided prior to the energy suppliers carrying
out credit checks accordingly; it isn't possible to guarantee
the rate offered until the energy supplier has ‘locked in' or
accepted the contract which is determined by the credit rating

of the care provider.

« Another tactic used is the kWh rate and standing charges (the
daily charge) which can change depending on the credit score of
the purchaser. If care providers are offered a rate prior to a credit
check, there is no guarantee they will be able to secure it.

+ Energy prices fluctuate daily and sometimes during the day;
caution is required when comparing quotes, as different dates
can imply the older quote is cheaper, when the price may
have changed.

+ Some brokers sell contracts for longer periods to earn more
commission. Shorter term contracts should be considered in
more uncertain times.

+ Quotes should be checked to ensure the same usage figures.
Brokers should confirm the source of the usage data used, ideally
obtained from the current supplier. ‘00" meter figures (often
called half hour meters) can take up to a week to obtain, so a
quote provided in less than a week should raise some questions
in relation to the validity and source of the data used.

+ Again, for best practice brokers should ask the following to
obtain the most accurate quotes and help to ensure tolerance
penalties are avoided:

1. Is solar likely to be installed within the term of the contract?

2. Is the laundry being insourced or outsourced and, again, is this
likely to change within the contract duration?

. Are you using or changing to LED lighting?
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4, Are you extending or closing part of the property?

5. Are you intending to install any other energy saving products?
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. Is there anything which could significantly increase/decrease
your energy usage within the period?

Terms and conditions

It is essential that energy consumers review terms and conditions
with energy suppliers and brokers for additional charges, fees,
commissions, restrictions, and service levels. Too often consumers
are unaware of these until enforcement. Many energy suppliers have
a volume tolerance clause which penalises for under/over usage
meaning it is critical that an accurate usage is stated on quotes, or
that this provision is negotiated out of any contracts by the broker.

Care providers who use energy brokers should consider the advice
in this article and be clear upfront on what their broker will do
for their commission. A good broker will secure the best available
contract at any given time for care providers and try to ensure
they do not experience any of the issues previously mentioned.
Brokers will also be able to provide advice and guidance to assist the
provider to decide on the most appropriate contract term within
their reasonable commission. Care England uses Focus Energy
Services to source the market for the lowest possible energy prices
and encourage all care providers to challenge brokers on each of the
points raised.

If you would like to participate in the next Care England
energy options review and join the next energy tender, you can
register your interest at www.careengland.org.uk/energy or
by contacting Focus Energy Services by email at
david@focusenergyservices.co.uk

Richard Ayres is Social Care Advisor at Care England. Email: rayres@careengland.co.uk Twitter: @CareEngland
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