


1. INTRODUCTION

Introduction of our small
business scheme

The last five to six years have been exceptionally difficult for small businesses in the
UK. Covid-19 forced closures and wiped out revenue with little warning. The energy
crisis that followed saw business energy bills roughly double compared to pre-crisis
levels with no price cap protection. On top of that, inflation, rising wages, and higher
employer tax costs have all squeezed margins.

We've always been able to consider complaints from microbusinesses, with fewer
than 10 employees, which allowed over 5 million businesses to use our service. But
in the tough economic climate of recent years, we supported the Government's
decision to extend our remit to businesses with up to 49 employees, adding a
further 211,000 businesses who could potentially bring their complaint to us. That
now means that all UK small businesses and 99% of all UK businesses are now
able to seek a free, independent and impartial view when they feel they have been
treated unfairly by their energy supplier or broker.

We're now able to offer UK businesses a faster, cheaper and less adversarial way
to resolve disputes than going to court. For small businesses in particular, where
the cost and time of litigation can be disproportionate to the value of the dispute,
Alternative Dispute Resolution provides a practical route to resolution that doesn't
require legal representation or the risk of an unpredictable court outcome. At a
time when small businesses are under significant financial pressure, having that
safety net matters.

What are Micro and Small Businesses?

Throughout this review, we'll reference microbusinesses and small businesses.

A Small Business...

A Microbusiness...

Has fewer than 10 employees (or their full time
equivalent) and has an annual turnover or
balance sheet total of no more than £2 million.

Uses no more than 100,000 kWh of electricity
per year.

Uses no more than 293,000 kWh of gas per year.

Employs between 10 and 49 full-time equivalent
(FTE) employees and has an annual turnover of
at most £6.5m OR a balance sheet total of up
to £5m.

Uses between 100,000 and 200,000 kWh of
electricity per year.

Use between 293,000 and 500,000 kWh of gas
per year.
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2. EXPLORING THE DATA

Exploring the data

Complaint volumes

751 supported 416 Compldints Complaint-split: Energy brokers and suppliers
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751 small businesses asked us were accepted and investigated Tt e s
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2. EXPLORING THE DATA

Complaint outcomes

@ Upheld @ Notupheld @® Maintained Settled

Something went wrong which the Nothing went wrong, the Something went wrong, but the The supplier and consumer both

supplier didn't fully sort out before supplier acted appropriately. supplier made a fair offer to agreed to resolve the comlpaint

the complaint was brought to us. resolve the complaint before it was before we made a decision.
brought to us.

Awards

We've made financial
awards totalling:

£133,867

Sectors

We received complaints from small businesses in the following industry sectors:

Nature of small business (top 10) Volume %
Hospitality and Food Services 155 26.0
Manufacturing 86 14.4
Other Service Activities 76 12.7
Real Estate and Property 58 9.7
Retail Trade 58 9.7
Healthcare and Social Work 37 6.2
Agriculture, Forestry, and Fishing 20 3.4
Arts, Entertainment, and Recreation 20 3.4
Construction 19 3.2
Transportation, Storage, and Logistics 19 3.2
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Highlights of the first year

Preparing for the extension

We've helped resolve complaints from microbusinesses for almost 20 years. However,
we anticipated that there would be differences in the complaints we received from
larger businesses. With this in mind, we worked with industry stakeholders, including
energy suppliers and brokers, to help us prepare for the extension to our remit. This
allowed us to understand the types of business we were likely to receive complaints
from, differences in how services are delivered, the types of issue we were likely to
encounter and the volume of complaints we could accept.

The intelligence we gathered was vital in helping us to resource the team, ensure we
had the regulatory and legal support required, provide training and guidance and
update our systems.

We're pleased to report that we delivered the extension of our remit on schedule,
complaints were handled effectively from the outset without any impact on other
areas of our scheme.
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3. HIGHLIGHTS OF THE FIRST YEAR

The number of complaints were as expected

Before our remit was extended, we forecast the number of complaints we
expected to receive, based on the number of complaints being received from
microbusinesses, the number of additional businesses that would be covered by
the scheme after the remit extension and the intelligence we gained about the
nature of problems small businesses experienced.

We're pleased to report that the number of complaints received were in line with
our forecasts. Complaints quickly ramped up in the first four months of the scheme
before reaching a natural level of around 40 complaints each month.

This demonstrates that consumers are being made aware of their right to use our
service and are choosing to exercise that right, when they feel they have been
treated unfairly.

The most likely type of small business to use our service will be one that operates in
the Hospitality and Food Services sector. That's the same as for microbusinesses.

There are some types of business that are now using our service, since our remit
expanded. That includes the Manufacturing, Healthcare and Social Work, Retail,
and Transportation, Storage and Logistics.

There are other differences between microbusiness and small businesses

There are, of course, a wide range of microbusinesses in the UK. However, the
complaints we receive tend to be from the some of the most familiar and
community-facing parts of the UK economy; the local café, corner shop, mechanic
or hair salon. They are typically owner-operated, with the business owner directly
involved in day-to-day activity and their energy use, while important to their
viability, is relatively straightforward; a single premises, standard business hours
and predictable consumption patterns.

Businesses with between 10 and 49 employees are often different. They might
operate across multiple sites, employ dedicated management and have more
complex energy needs. For example, it might be a small manufacturer running
production machinery, a care home operating around the clock, a regional haulage
company with a depot and vehicle fleet, or a medium-sized hotel with conference
facilities. These businesses tend to have higher energy consumption, more complex
contracts and greater exposure to the non-domestic energy market.

Taking all this into consideration, it's no surprise that the complaints we've received
have been more complex and the financial amounts in dispute have tended to be
higher.
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3. HIGHLIGHTS OF THE FIRST YEAR

In addition, much of the regulatory framework that applies to microbusiness
contracts does not apply to larger businesses. For example, while there are specific
requirements for suppliers to ensure effective contractual procedures, transparency
of fees, restrictions on out-of-contract rates and information provision for
microbusinesses, such rules do not apply to other types of contract. We've therefore
had to take other factors into consideration; the law, good practice in the sector and
a general sense of fairness when deciding whether suppliers have acted reasonably.

The types of complaint received

While there are significant differences, both in terms of the types of business using
our service and the regulatory framework that's applicable, the actual nature of the
disputes we received were similar to those made by microbusinesses.

Billing complaints dominate, with small businesses regularly disputing the accuracy
of charges, the amount of gas or electricity used, or responsibility for billing at the
property in question. The proportion of small business complaints about billing is
similar to the proportion of similar complaints received from microbusinesses.

A significant proportion of small business complaints relate to the way contracts
have been sold, either by suppliers themselves or energy brokers, with consumers
telling us that they have been misled into agreeing a new contract. Sales complaints
are more prevalent in the small business space, representing 29% of the complaints
we received compared to 15% from microbusinesses.

On the other hand, complaints about metering, payments and debt are all less
frequent from small businesses compared to microbusiness.

Small businesses are sometimes being treated as microbusinesses

It's been interesting to discover that some energy suppliers have decided to treat
small business customers as though they are microbusinesses, even when they don't
have to do so. This allows those customers to access microbusiness contracts and
enjoy the protection of microbusiness protections. Around a fifth of all the small
businesses who had complained to us were considered a microbusiness by the
supplier.

In some cases, it might be that suppliers think it the right thing to do to designate an
organisation as a microbusiness. In other cases it's probably the case that suppliers
do this for expediency, because it's sometimes difficult to establish the size of a

business or actively monitor how the size of business customers changes over time.

We think it's good that suppliers are extending services and protections to small
businesses. When considering complaints, we'll determine what expectations the
supplier has given the consumer in terms of service delivery when deciding what's
fair.
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4. INFORMATION FOR SMALL BUSINESSES

Information for small
businesses

Small businesses no longer have to navigate energy disputes alone. If you're a small
business experiencing issues with your energy supplier or energy broker, we may be
able to help.

In the first instance, raise any issues directly with your energy supplier and give them
the opportunity to put things right. They have up to eight weeks to resolve the issue,
unless they issue a deadlock letter (often called a final position) confirming we can
review your case sooner.

If you think your small business or microbusiness is ready to use our free and
impartial service, you can get in touch via the information below to create your case.

Getin touch

Creating your case online is the fastest way to get your information to us.
However, you can also do this by email, telephone or post.

energyombudsman.org/raise-dispute

enquiry@energyombudsman.org

0330 440 1624

Energy Ombudsman
P.O.Box 966
Warrington WA4 9DF

If you require additional support, process alterations or translation services,
please visit our Accessibility page for more information.
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