
 

 
Ovo Energy Ltd. Registered in England and Wales No. 06890795 Registered at the above address 

5th November 2013 
 
 
Dear Sir Robert Smith,  
 
RE: Follow-up on energy prices evidence session  
 
Thank you for giving me the opportunity to give evidence at the Energy and Climate Change Select Committee last 
week.   
 
 
Please find the answers to your questions below: 
 

1. For the sake of transparency and comparability we would like you to provide the Committee with a 
breakdown of your costs. 

I. for wholesale energy prices, transporting electricity and gas to customers’ homes and energy and 
climate change policy costs;  

II. for the period 2011-2012 and 2012-2013; and  
III. expressed in pounds and pence and percentages.  

 
Pleased see the attached supporting document for the requested cost data.  
 

2. In your supply business, what was a) the total cost and b) absolute profit in £ per kWh delivered for gas 
and electricity in 2009, 2010, 2011, 2012? 

 
We have provided these details below: 
 

Total cost per kWh 
     

       

    
2010 2011 2012 

Gas KWh supplied 
  

496,868 702,838 1,246,269 

Gas Revenue (£ 000s) 
 

12,163 23,554 46,797 

Gas Cost of Goods Sold (COGS) (£ 000s) 11,125 20,271 41,038 

Gas Gross profit (£ 000s) 
 

1,038 3,282 5,759 

Gas Gross profit margin % 
 

8.53% 13.94% 12.31% 

Gas COGS (GB pence per kWh) 
 

2.24 2.88 3.29 

Gas Gross profit (GB pence per KWh) 0.21 0.47 0.46 

       Power KWh supplied 
 

131,809 237,025 523,937 

Power revenue (£ 000s) 
 

12,163 23,554 56,132 

Power Cost of Goods Sold (COGS) (£ 000s) 10,729 21,423 50,346 

Power gross profit (£ 000s) 
 

1,434 2,131 5,786 

Power Gross profit margin % 
 

11.79% 9.05% 10.31% 

Power COGS (GB pence per kWh) 8.14 9.04 9.61 

Power Gross profit (GB pence per KWh) 1.1 0.9 1.1 
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       Note:  Excludes customer service, marketing and other overheads.  Ovo Energy was loss-making in 
years 2010-2012 after taking overheads into account. 

 
3. What is your profit margin, expressed as a percentage of an average dual fuel bill, less the costs which you 

pass through to customers (i.e. wholesale costs, transmission and distribution costs and any Government 
imposed obligations)?  

 
Ovo Energy was loss-making in years 2009 to 2012.  

 
4. In addition, following your appearance at the session we were contacted by one of your customers 

claiming that Ovo are proposing to increase the cost of his electricity by 28.8%. The customer does not 
have dual fuel and relies upon oil for the rest of his heating. Please could you confirm whether you are 
putting up prices for electricity only customers, and if so, set out the reasons why?  

  
The short answer is that our electricity prices are higher this year than they were last year.  
 
We have investigated the details of the customer who quoted a 28.8% price increase.  If we look back over the 
last 18 months we have changed our prices in line with fluctuations in the electricity wholesale price and the 
general upward trend in network costs. These are some relevant facts: 
 

 Ovo’s main product is a 12 month fixed rate energy plan. The price we offer customers reflects the 12 
month forward view of wholesale commodity, network and environmental costs at that time.  

 We aim to keep our gross profit margins between 10% and 15% and our retail price reflects this. 

 We reduced our prices by 4.8% in June 2012 in response to a drop in wholesale prices between March 
2012 and June 2012. 

 The customer in question joined Ovo in October 2012. At that time our New Energy plan was the 

overall cheapest in the market. It was significantly cheaper than any standard offer from any of the 

Big 6 
 At this time our gross profit margin on electricity had fallen to 2.5% and was no longer 

sustainable. This customer joined Ovo just before we increased our prices to bring our electricity 

margins back to  11.2% 

 Since then our price has risen in line with underlying costs. 

 The tariff which we offered the customer to renew at was cheaper than any of the Big 6’s standard tariffs  

 At the time the cheapest promotional tariff from the Big 6 (EDF’s Blue +) was 3.2% or £35 cheaper than 
Ovo’s New Energy tariff. The cheapest tariff overall was £68 (6.7%) cheaper. 
 
 

 
Energy companies are often criticized for not passing on falls in underlying costs to its customers. This is not the 
case with Ovo. We always move our prices up and down with our underlying costs. One unfortunate consequence 
of this is that some customers who move from a very low price to a very high price experience more volatility 
than would be the case if we “smoothed” our retail pricing. We think it is better to be consistent with our pricing 
policy, even if that leads to difficult conversations with some customers. 
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We have attached additional information that is for the benefit of the Committee members only and is not for 
publication. This should help clarify our pricing and margin position over time and aid the committee’s 
understanding of underlying costs of supply.  
 
I would like to offer the committee my full and unequivocal support in their efforts to make our market truly 
competitive and customer focused. I fundamentally believe that more competition will lead to lower energy 
prices for all customers.  
 
Yours sincerely 
 
 

 
 
 
Stephen Fitzpatrick 
Founder and Managing Director  
Ovo Energy 


