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GETTING THE RIGHT CONTRACT

Commercial Energy Supply Contracts:

Most small businesses are very dependent upon their gas or electricity supplies. However, it is often when things go wrong that small business customers discover a number of contractual obligations they had no idea existed. The following highlights some of common pitfalls of commercial energy supply contracts, as well as tips for ensuring you get the best possible deal.

Common Mistakes:

· As a business customer, I assumed I would at least have the same rights as a domestic customer 

· I didn’t read the small print

· I wasn’t told that I would have to pay a termination fee if I cancelled

· I didn’t know that contract would tie me to my chosen supplier for so long

· The sales agent told me to ignore the last paragraph of my contract as it did not apply to me

· Because I paid late, my supplier hit me with interest charges on top – apparently it’s in my contract

· I didn’t notice that my contract said I must provide regular meter readings to my supplier

· My supplier didn’t say there was a clause in my contract stating there was no compensation for loss of supply

· How could I have known that if I stopped trading I would still have to pay for my energy supply

· All my supplier would say when I complained was….it’s in your contract.

Commercial Contracts: Beware! Before you sign, be sure:

Any energy contract you sign will be legally binding. In addition, as a business customer, you are not covered by the legal protection that is offered to domestic customers. So before you sign, be sure you have read the contract, understand its contents and agree to be bound by them.

How to avoid being caught out by a contract:

· Always read the whole contract thoroughly

· Pay particular attention to the small print

· Don’t be fooled by ‘standard’ details – check all the details carefully

· Don’t be misled by sales agents’ promises. If it’s not in the contract, it’s not part of the deal.

Types of contract:

You may be offered any of several types of energy contract, including: fixed term (eg 12 months), a rolling contract (open-ended), long-term or a series of fixed-term contracts with contract break opportunities.

· Ensure you know what type of contract you are being offered, so that you are certain how long you will be tied to it

· Check whether your contract allows you to terminate it before it has expired

· See if termination of the contract can be at any time or only when it is close to its expiry date

· If you cancel prior to the expiry of the contract, see if a termination fee would apply.

Price:

You have probably changed supplier to get a better deal so it’s well worth checking whether: 

· The price you have been quoted is the same as the price detailed in the contract 

· The price is fixed for the duration of the contract or if the supplier can increase it 

· The price you have agreed is linked to you using a maximum or minimum amount of gas or electricity. If you use more or less than you have agreed to do in the contract, you may find that this affects the price and you could end up paying more.

Payment arrangements:

When it comes to paying for your energy bill, check the contract to see:

· If you could be charged interest on the outstanding amount as a penalty for late payment 

· If you could be liable for your suppliers administration costs if they have to chase you for payment.
Bills:

It is always worth checking the bills you receive to see: 

· if they have been estimated 

· or are based on actual meter readings.

A series of under-estimated bills can lead to a large catch-up bill, which can be as unwelcome to a small business as a domestic customer. It always pays to check your bill and where these have been based on an estimate, to provide your own meter reading.

Also check your contract to see:

· if it places an obligation upon you to give meter readings to your supplier at set intervals.

Transferring rights under the contract:

Be aware that the contract you sign with your supplier: 

· Makes you liable 

· Will not usually entitle you to transfer any rights or liabilities you have under the contract to another party or company 

· Probably will, however, entitle your supplier to transfer their rights to other parties.

A supplier may do this if they want to sell on a debt that they are owed to a debt collection agency. This kind of contractual term has been used in the past on one type of company take-over, where one supplier sells and transfers their customer contracts to another company.

What is my supplier’s liability towards me and how far can I be held liable to them?

This is crucial to know before things go wrong, so check the contract for these issues. If you lose your supply through no fault of your own, such as due to an unexpected power cut, then you may be entitled to a small fixed Guaranteed Standard compensation payment for the inconvenience.

However, in all business contracts the following exclusions will usually apply:

· The supplier will not be liable for any other form of commercial damages, such as loss of profit, revenue or good will 

· The supplier will also not usually be liable for force majeure incidents or a host of other circumstances.

In addition, on rare occasions where a supplier could be liable, you may well find that the contract specifically limits the amount of damages you can claim from them.

By contrast your liability to your supplier as a business customer is far reaching. You should be aware that even if your business ceases to trade:

· You may find that you are still liable to your supplier for your gas or electricity usage up to that point 

· In addition, you may also have an ongoing liability, such as a contractual requirement to use a minimum amount per month/year for the whole period of the contract 

· If you are in a partnership or in business as a sole trade, then you would find yourself personally liable 

· If you go into receivership, the supplier has the right to suspend supply. 

Even if a supplier comes to an arrangement with a customer in financial difficulty, the supplier usually retains the right to sue the customer for any breach under the contract.

This is known as non-waiver of liability by a customer in breach of the contract. 
