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Purpose

Section 5 of Heat Trust's Scheme Rules requires heat suppliers to treat their
customers fairly.

This guidance sets out what Heat Trust considers to be best practice for heat
suppliers when applying this principle of fairness. It takes account of Ofgem'’s own
rules and guidance in this area for regulated gas and electricity suppliers.'

Our guidance is aimed primarily at the heat suppliers for heat networks registered
with Heat Trust (our ‘Registered Participants’, to whom our Scheme Rules apply).
However, it can also be considered to represent industry best practice for heat
suppliers generally. Treating customers fairly is likely to be a key requirement of
future Ofgem regulation for heat networks. Heat suppliers following this guidance
will therefore be well positioned to comply with future industry rules.

Be regulation ready!

1 As set out in Ofgem’s Standard Licence Conditions for gas and electricity suppliers and in Ofgem'’s 2024 Guidance on the
Standards of Conduct set out in those licences.
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Definitions

All capitalised terms are defined in Section 1 of Heat Trust's Scheme Rules.?

Scope

This guidance applies to all Heat Trust Registered Participants, regardless of whether
their customers are domestic or Micro-Business consumers.

As well as following this guidance, Registered Participants must comply with all other
related obligations under Heat Trust’'s Scheme Rules. These include:

e Providing at least our minimum standards of general Heat Customer service
(Scheme Rules Section 7);

e Supporting Heat Customers who have additional communication needs
(Scheme Rules Section 13);

e Supporting domestic Heat Customers in Vulnerable Situations (Scheme Rules
Section 14);

e Supporting Heat Customers in payment difficulty (Scheme Rules Section 16);
and

e Providing Heat Customers with a transparent and timely Complaints process,
including signposting to the Energy Ombudsman’s independent complaint-
handling service (Scheme Rules Sections 17 and 18).

2 https://www.heattrust.org/the-scheme-rules
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Principle of fair treatment
Section 5 of Heat Trust's Scheme Rules requires Registered Participants to:

‘ensure that each Heat Customer, including each Heat Customer in a
Vulnerable Situation, is treated fairly. Registered Participants must have regard
to any guidance which the Scheme Administrator may, following consultation,
issue relating to Scheme Rule 5.

Defining fairness

Heat Trust's requirement to treat Heat Customers fairly is based on Ofgem'’s own
requirement (the ‘Customer Objective’) for regulated gas and electricity suppliers. The
Customer Objective forms part of Ofgem’s principles-based Standards of Conduct in
Standard Licence Conditions 0 (for domestic customers) and OA (for micro-business
customers).

When defining fairness, we've therefore adopted Guidance that's designed to be
equivalent to Ofgem'’s Standards of Conduct as well as its guidance on those
standards. In line with Ofgem’s licence definition of fairness, Heat Trust considers
that:

A Registered Participant (or any representative of that Registered Participant?)
would not be regarded as treating a Heat Customer fairly if their actions or
omissions give rise to a likelihood of detriment to the Heat Customer, unless
the detriment would be reasonable in all the relevant circumstances.

This definition takes account of not just the Registered Participant’s actions (what was
done) but also its omissions (what was not done).*

Ofgem’s guidance says that the Standards of Conduct are broad, overarching and
enforceable principles about how suppliers behave, provide information and carry
out customer service processes. Ofgem'’s expectations regarding fairness in the gas
and electricity sectors are that:

‘Suppliers should be continually striving to adopt and embed a consumer-
centric culture and ensure their conduct results in all customers being treated
fairly. Where we need to assess whether a customer has been treated fairly, we
will consider a range of factors including, importantly, the outcomes a supplier
has delivered for the consumer.’

3 In line with the Ofgem licence definition, ‘representative’ means any person directly or indirectly authorised to represent the
Registered Participant in its dealings with Heat Customers.

4 The Financial Conduct Authority (FCA) has a similar core principle, called the Consumer Duty, that firms must act to deliver
good outcomes for retail customers.
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Ofgem goes on to state that it expects the principle of fairness to be factored into the
design, monitoring and revision of all products, policies and processes.

Ofgem'’s Standards of Conduct have four ‘limbs’ as shown in the following table:

Limb

Behaviour towards
consumers

What it means

Suppliers must behave and carry
out any actions in a fair, honest,
transparent, appropriate and
professional manner

Consumer outcome

Consumers have a positive
experience when dealing with
their supplier and are not put
off future engagement

Providing consumers
with information

Suppliers must provide information
(whether in writing or orally) which,
amongst other things is complete,
accurate, and not misleading and
displayed in plain and intelligible
language, as well as being
appropriate

Consumers receive the right
information — at the right
time and in a suitable format
—in order to make decisions
about their energy supply

Customer service

Suppliers must make it easy for

Consumers' expectations are

vulnerable customers and satisfy
themselves that their actions are
resulting in vulnerable consumers
being treated fairly

processes consumers to contact them, act met by the supplier's
promptly to put things right when | processes and their issues are
they make a mistake, and ensure resolved appropriately
customer service arrangements are
fit for purpose
Considering Suppliers must identify and Consumers' vulnerable
vulnerable domestic | understand the characteristics, situations are taken into
customers circumstances and needs of account by a supplier so all

consumers can participate
effectively in the market

The full gas and electricity Standards of Conduct within the supply licences expand
on each of these limbs in more detail.

The following page sets out Heat Trust's own Scheme best practice on fairness,
designed to deliver equivalent principles and consumer outcomes to Ofgem'’s licence

wording.
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A Heat Trust Registered Participant, and any representative, must:

a) Behave and carry out any actions in a fair, honest, transparent, appropriate
and professional manner;

b) Provide information (whether in writing or orally) to each Heat Customer
which:

i) Is complete, accurate and not misleading (in terms of the information
provided or omitted);

Is communicated (and, if provided in writing, drafted) in plain and
intelligible language with more important information being given
appropriate prominence;

Relates to products or services which are appropriate to the Heat
Customer to whom it is directed;

In terms of its content and how it is presented, does not create a
material imbalance in the rights, obligations or interests of the
Registered Participant and the Heat Customer in favour of the
Registered Participant; and

v) s sufficient to enable the Heat Customer to make informed choices
about their supply of heat and hot water by the Registered Participant;

In relation to customer service arrangements:

i)  Make it easy for a Heat Customer to contact the Registered Participant;

i) Act promptly and courteously to put things right when the Registered
Participant or any representative makes a mistake; and

Otherwise ensure that customer service arrangements and processes
are complete, thorough, fit for purpose and transparent;

d) In relation to Heat Customers in Vulnerable Situations:

i)  Seeks to identify each Heat Customer in a Vulnerable Situation, in a
manner which is effective and appropriate, having regard to the
interests of the Heat Customer; and

When undertaking the activities in paragraphs (a) to (c) above, do so in
a manner which takes into account any Vulnerable Situation of each
Heat Customer identified in accordance with (d)(i) above or otherwise.
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Examples of unfair treatment

Heat Trust considers that the below Ofgem examples of unfair treatment in the gas
and electricity sectors would also be considered unfair treatment for Heat Customers.
These examples are not intended to be an exhaustive list.

Registered Participants should be mindful when applying the fairness principle that,
unlike gas and electricity customers, Heat Customers do not have the ability to
change their heat supplier if they experience poor consumer outcomes.

Ofgem’s gas and electricity guidance includes the following, non-exhaustive, examples
of what it considers to be unfair treatment:

e Customers were not communicated with appropriately by their supplier, who had
made billing errors that consequently gave rise to a likelihood of detriment (and
actual detriment) to those customers, including significant catch-up bills, which was
not reasonable in all the relevant circumstances.

¢ New tenants were threatened with disconnection if they did not pay off the debt from
the previous tenant. These circumstances were aggravated by the change of tenancy
process being protracted due to delays by the supplier and requests for documents a
new tenant could not be reasonably expected to hold, while at the same time the
supplier did not delay pushing ahead with threats of disconnection if outstanding
debt from the previous tenant was not paid.

e Customers were not provided with information clearly, or at all, by their supplier in
relation to credit balances on closed accounts, either on final bills issued or in any
other communication.

e A customer raised a complaint with their supplier, but the supplier made little or no
attempt to contact the customer to discuss their case or attempt to put any issues
right.

e A customer had moved into a business premises where the previous tenant had
accumulated a debt. Despite being presented with compelling evidence that there
was a material change in circumstances (i.e., a new tenant had taken over the
building), the supplier continued with the disconnection and did not act in a
reasonable timeframe to put things right and reconnect the new tenant.

e A customer was advised they were only able to contact a supplier by web chat or web
form, that was not saved or sent to the customer afterwards. This did not give the
customer visibility of what they had raised and when, which made it more difficult for
the customer to evidence the raising of a subsequent complaint.
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More broadly, The Consumer Rights Act 2015 protects consumers against unfair
contract terms and notices. Schedule 2 of the Act lists consumer contract terms that
may be regarded as unfair, including:

e 'Aterm which has the object or effect of enabling the trader to alter the terms
of the contract unilaterally without a valid reason which is specified in the
contract.’

e A term which has the object or effect of giving the trader the discretion to
decide the price payable under the contract after the consumer has become
bound by it, where no price or method of determining the price is agreed
when the consumer becomes bound.’

e A term which has the object or effect of permitting a trader to increase the
price of goods, digital content or services without giving the consumer the
right to cancel the contract if the final price is too high in relation to the price
agreed when the contract was concluded.’

The Competition and Markets Authority (CMA) has published further guidance®
about when contact terms can be considered unfair.

Determining compliance

Because the fairness test is a principles-based rule, when assessing compliance Heat
Trust will consider the outcome of the Registered Participant’s actions or omissions
on Heat Customers. Any required remedial action will be proportionate to this
outcome and to any consumer detriment (whether realised or potential).

Fairness is a key consideration for Registered Participants when handling Heat
Customer Complaints. Taking a Complaints-handling approach based on fairness and
the customer impact, rather than just a literal interpretation of the Scheme Rules,
decreases the likelihood that a customer remains dissatisfied and refers their
complaint to the Energy Ombudsman. When determining the appropriate redress for
referred Complaints, the Energy Ombudsman will consider not just the original
subject of the Complaint but how the Complaint was handled and how the customer
was impacted. Registered Participants should therefore read this Guidance in
conjunction with our Guidance on handling Complaints.’

5 https://www.legislation.gov.uk/ukpga/2015/15/contents/enacted

6 https://www.gov.uk/government/publications/unfair-contract-terms-cma37

7 https://www.heattrust.org/template-contracts
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