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About this guidance

The Warm Home Discount (WHD) scheme, introduced in 2011, places a legal obligation on
larger energy suppliers to deliver support to people living in fuel poverty or a fuel poverty
risk group.

Ofgem E-Serve (on behalf of the Gas and Electricity Markets Authority) is the WHD scheme
administrator. This document provides guidance on how Ofgem E-Serve (‘we’, ‘our’ and ‘us’
in this document) will administer the WHD Scheme Years 6 and 7, in line with the
requirements of the Warm Home Discount (2011) Regulations (“the regulations”), and
subsequent amendments.

An obligated supplier must achieve its WHD obligations for each scheme year. The
obligation is divided between suppliers according to each supplier’s relative share of the
domestic gas and electricity market.

This guidance (Warm Home Discount: Guidance for Suppliers) addresses the following:

o when suppliers are obligated under WHD

o the different obligations under WHD (core and non-core)

o Ofgem E-Serve’s interaction with the Core Group and Specified Activities

o how suppliers should provide a rebate to customers

o how suppliers should comply with the Broader Group and Industry Initiatives
. how suppliers report on their obligations, and

. our role as the WHD administrator.

This guidance document is to help participating licensed electricity and gas suppliers
understand and administer the WHD scheme. This document updates version 4 of the
guidance published on 30 March 2015. It provides clarity on the administration of the WHD
scheme in light of our own and supplier experience of the scheme so far. It also reflects
changes brought in by the Warm Home Discount (Miscellaneous Amendments) Regulations
2016 (“the 2016 amending regulations”).

It is the responsibility of each supplier to understand the provisions of the
regulations and how those provisions apply to them. This guidance document is
not a definitive guide to these provisions. Suppliers are responsible for ensuring
that they comply with the applicable requirements of the law.
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About this draft guidance for comment

This draft version of the guidance allows stakeholders to review the proposed changes. You
may provide suggestions for changes or improvements to this draft guidance during a two-
week review period from 27 July 2016. Responses should be made by email to
whd@ofgem.gov.uk by 10 August 2016.

Changes to the Draft Version 5 of this document are listed in Appendix 1 ‘Overview of
amendments to this guidance’ and include:

¢ amendments to take into account changes in the 2016 amending regulations for
Scheme Years 6 and 7

e incorporation of amendments issued as open letters through Scheme Year 5, and

e updates to the general layout of the document and changes to make it easier to
follow, and removal of redundant information detailing processes from previous
scheme years. Where we have changed our administrative processes or supplier
requirements, this is listed in Appendix 1:.

We are interested in getting comments on:

1. Our interpretation of the new regulations for Scheme Year 6 (listed in appendix 1)

2. The overall tone and content of this guidance, including whether it is easy to read
and understand.

3. Any areas where the document could be more user friendly.

We are not conducting a formal consultation on the amendments for Scheme Years 6 and 7.

Date of effect for version 5 of the guidance

The 2016 amending regulations came into force on 23 July 2016. The administrative
approach set out in this guidance ‘Draft Version 5’ should be used from this point, replacing
‘Version 4’ dated 30 March 2015.

We have provided an opportunity for stakeholders to comment on this guidance and expect
to publish a final version by early September 2016, which may include changes from the
draft version.
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Useful Links

The Warm Home Discount Regulations
http://www.legislation.gov.uk/all?title=warm%20home%?20discount

WHD Guidance Version 4 (superseded by this document)
https://www.ofgem.gov.uk/sites/default/files/docs/2015/03/whd supplier guidance sy5 0.
pdf

The DECC consultation on Warm Home Discount: extension to 2016/17
https://www.gov.uk/government/consultations/warm-home-discount-scheme-201617
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https://www.ofgem.gov.uk/sites/default/files/docs/2015/03/whd_supplier_guidance_sy5_0.pdf
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1. Introduction

1.1. This guidance details our administrative processes for the WHD scheme years (SY) 6
and 7 and sets out the requirements for suppliers in accordance with the regulations.
The scheme years will run from:

o 23 July 2016 - 31 May 2017 (SY6)
o 1 June 2017 - 31 March 2018 (SY7)

What is the WHD scheme?

1.2. The Warm Home Discount scheme, first introduced in 2011, places a legal obligation
on larger energy suppliers to deliver support to people living in fuel poverty or in a fuel
poverty risk group.

1.3. The WHD scheme is based on three key elements: the Core Group, Broader Group,
and Industry Initiatives.

Broader Group Industry Initiatives

sFixed rebate payments of oFixed rebate payments of eSupplier funded programmes
£140. £140. and partnerships which assist
«BEIS identify customers in fuel «Obligation size determined by those in or at risk of fuel
poverty or a fuel poverty risk supplier market share. poverty (e.g. energy advice,
group through a data matching «Eligibility criteria set by energy efficiency measures).
process using DWP’s Pension suppliers (within the scheme eObligation size determined by
Credit database. parameters, including some supplier market share.
eThe cost of the Core Group is compulsory criteria) and
distributed between obligated approved by Ofgem. This is
suppliers according to market designed to target support at
share. customers in fuel poverty or in

a fuel poverty risk group.

Figure 1: Summary of key elements of the WHD scheme

1.4. Core and Broader Group rebates are provided by suppliers to customers who are in, or
at risk of, fuel poverty. The criteria that must be met to qualify for the rebate, the
amount of rebate to be paid, and the administrative processes that need to be in place
to effectively manage these obligations are explained in Chapters 4, 5 and 6.

1.5. Industry Initiatives provide a wider range of support to fuel poor customers. Chapter 7
of this guidance provides information to help suppliers deliver Industry Initiatives in
line with the regulations.
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1.6. If a supplier fails to meet the requirements of the regulations, we may take
enforcement action.

Supplier roles and responsibilities
1.7. There are three types of participant in the WHD scheme:

Compulsory Suppliers:® A licensed electricity supplier is a compulsory supplier in a
scheme year if the supplier, plus any connected? licensed gas and electricity
suppliers, had at least 250,000 domestic customers on 31 December preceding the
start of that scheme year.

Voluntary Suppliers:* A licensed electricity supplier that is not a compulsory
supplier and notifies Ofgem E-Serve of its intention to be a voluntary supplier.
Notifications should be submitted as part of the customer data notification described
in Chapter 3. A voluntary supplier only has an obligation under the Core Group, and
must comply with all aspects of the Core Group for the relevant scheme year.

Scheme Gas Suppliers (SGS): A licensed gas supplier is an SGS in a scheme year
if it supplied domestic customers on 31 December preceding the start of the scheme
year, and is connected to a licensed electricity supplier which is a compulsory
supplier in that scheme year. A SGS can spend on behalf of a compulsory supplier for
Industry Initiatives, but does not have an obligation of its own.

Table 1: Summary of WHD obligations for compulsory and voluntary suppliers

Non-Core Spending Obligation
Core Group
Industry
Broader Group Initiatives
Compulsory suppliers v v v
Voluntary suppliers v x x

1 In this guidance, ‘compulsory supplier’ has the meaning of ‘Compulsory Scheme Electricity Supplier’ in the
regulations. A compulsory supplier is statutorily obligated to deliver the WHD scheme under ss. 25(8) and Schedule
6A, 6(f)(i) to the Electricity Act 1989 and 28(8) and Schedule 4B, 4(e)(i) to the Gas Act 1986.

For the purposes of the regulations, an electricity supplier or gas supplier (A) is connected to an electricity
supplier or gas supplier (B) if A and B are companies belonging to the same group of companies.
3 In this guidance, ‘voluntary supplier’ has the meaning of ‘Voluntary Scheme Electricity Supplier’ in the
regulations.
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Ofgem E-Serve’s and BEIS’s” roles
Ofgem E-Serve

1.8. Our role in the WHD scheme is to administer the non-core elements of the scheme
(Broader Group and Industry Initiatives) and to monitor and facilitate suppliers’
compliance with all elements of the scheme. Our functions include:

. receiving suppliers’ customer data notifications

o calculating the market share of each compulsory supplier (both for the Core
Group and the non-core spending obligation) and each voluntary supplier (for
the Core Group only)

o setting compulsory supplier spending obligations and caps for the non-core
obligation

o receiving proposals from compulsory suppliers for Broader Group and Industry
Initiatives and approving, rejecting or seeking more information on the
proposals®

o monitoring and assessing suppliers’ compliance with the scheme, including
through the use of external auditors, and

o determining whether suppliers’ obligations are met.

1.9. For further information on our guidance or administration of the WHD scheme please
contact the WHD inbox: whd@ofgem.gov.uk

BEIS

1.10. BEIS maintain overall responsibility for the coordination and oversight of the WHD
scheme and any policy changes. It also oversees the delivery of the Core Group and
the newly introduced Specified Activities.® BEIS is also required to provide certain
information to Ofgem E-Serve and suppliers in order to enable them to undertake the
WHD scheme duties and functions.

1.11. Questions on the scheme as a whole, the Core Group, Specified Activities and future
changes to the scheme should be directed to BEIS via email
(correspondence@decc.gsi.gov.uk) or by telephone (0300 060 4000). There is also
information online (https://www.gov.uk/the-warm-home-discount-scheme).

4 0n 14 July 2016, the government announced its proposals to transfer the Department of Energy and Climate
Change’s (DECC'’s) functions to the new department of Business, Energy and Industrial Strategy (BEIS). Where
appropriate, this guidance has been updated to reflect this change. Where activities were undertaken in the past,
DECC will still be referred to. For activities that will be undertaken in the future, BEIS is referenced.

5 Ofgem E-Serve has extensive powers to request further information under regulation 30 of the WHD Regulations.
5 pPlease see Chapter 8 ‘Specified Activities’
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2. Spending profile and limits

The WHD scheme estimated spend profile
2.1. From Scheme Year (SY) 6 onwards, the total WHD spending targets are:

o £323 million (SY6)
o £329 million (SY7)

2.2. The annual spending target may also be adjusted to take into account under or over
spend on the Core Group in previous scheme years. This will be determined by the
Secretary of State (SoS) and included in Ofgem E-Serve’s notification of suppliers’
spending obligations at the start of a scheme year.’

Annual Spending Target

/ \ / Non-Core Obligation \
CO re Annual spending target minus Core Group

_________________________________

r % k
G ou p Broader Group
Could equal non-core obligation

Estimated annually
by SoS

D

Industry Initiatives
Maximum Spend = £30m

50% cap on debt write off J

Figure 2: WHD spending target breakdown

2.3. We report the actual spend for each scheme year to the SoS annually. These reports
are published on our website.®

7 As described in Schedule 1 to the regulations

8 https://www.ofgem.gov.uk/environmental-programmes/social-programmes/warm-home-discount/warm-home-
discount-reports-and-statistics
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The Core Group spending estimate

2.4. Before the beginning of each scheme year the SoS provides an estimate of that year's
Core Group spend. This is based on the estimated number of eligible pensioners falling
within the relevant Pension Credit subsets (outlined in Chapter 4 *Core Group
Overview’).

Calculating non-core spending obligations

2.5. The aggregate non-core spending obligation for a scheme year is determined by the
SoS. This is calculated by subtracting the SoS estimate for that year's Core Group
spending from the total WHD spending target for that year (including any adjustments
as described in Schedule 1 to the regulations).

2.6. A compulsory supplier’s portion of this total non-core spending obligation is calculated
using its market share. Details of this process are in Chapter 3.

Limits on Industry Initiatives

2.7. The aggregate value of WHD spending that can be attributed to approved Industry
Initiatives is £30m in each scheme year.

2.8. We calculate the proportion of each compulsory supplier’s non-core spending
obligation that can be delivered through Industry Initiatives based on each supplier’s
market share for the non-core obligation.

2.9. If a supplier spends above the limit set for Industry Initiatives, the over-spending will
not be counted towards its WHD non-core spending obligation.®

2.10. The limit set is a maximum. A supplier may meet its entire non-core obligation
through providing Broader Group rebates.

Limits on debt write-off activities
2.11. The total value of WHD scheme spending that can be attributed to debt write-off is:

. £15 million (SY6)
. £12 million (SY7)

° Unless an application has been made and accepted under regulation 15(3A)(a) (see Chapter 8)

10
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2.12. We calculate the proportion of each compulsory supplier’s non-core spending
obligation that can be delivered through debt write-off activities. This is based on each
supplier's market share for the non-core obligation.

2.13.If a supplier spends above its limit for debt write-off the over-spending will not be
counted towards its WHD non-core spending obligation.

2.14. This limit is on debt write-off only. This includes the reduction or cancellation of debt
on a customer’s electricity or gas account and any administration costs associated with
this. Debt assistance activities are not affected by the cap. This may include: advice
and support for vulnerable customers on financial management, energy efficiency and
other non-monetary measures to keep down energy bills.

11
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3. Determining WHD obligations

3.1. Each licensed domestic electricity supplier, and any licensed domestic gas supplier
connected to a licensed domestic electricity supplier, is required to notify Ofgem E-
Serve of the number of domestic customers it had on the 31 December preceding the
start of a scheme year. We will use the information notified by suppliers to determine
who is obligated and the size of their non-core obligations.

a . L) a4 ) a4 N\ N\
Suppliers submit Ofgem use the The suppliers Ofgem adjusts the
customer data data to calculate submit their end suppliers'
notifications to market share and of year reports for obligations for
Ofgem obligations and the previous any over spend in
06/08/2016 (SY6) notify suppliers year's spending the previous year
14/02/2017 (SY7) 20/08/2016 (SY6) 26/05/2016 (SY5) 30/09/2016 (SY6)
14/03/2017 (SY7) 27/07/2017 (SY6) 31/10/2017 (SY7)
G S G S G S G S

Figure 3: The process for determining obligations

Customer data notification

3.2. Each supplier must notify us of its customer numbers by:

e 06 August 2016 (SY6)*°
o 14 February 2017 (SY7)

3.3. This information must be sent to us using the template that we email to suppliers
before the notification date.

3.4. The customer data notification is the same information that some licensed domestic
electricity suppliers are required to notify to us for other schemes. If this data has
already been submitted to Ofgem E-Serve for another scheme, we will use the existing
submission. We request this information jointly for all relevant schemes so that only
one pro forma needs to be submitted.

3.5. In each customer data notification we require the number of customers for the
licensed domestic electricity suppliers and any licensed domestic gas suppliers
connected!! to the licensed domestic electricity supplier. Domestic dual fuel customers
are to be counted twice (once as an electricity customer and once as a gas customer).
To reduce the administrative burden on suppliers, we encourage joint notifications

10 1p early 2016 the compulsory suppliers provided this information to Ofgem E-Serve. We will use this data to
calculate spending obligations for SY6 (regulation 4(3B)).

1 For the purposes of the regulations, an electricity supplier or gas supplier (A) is connected to an electricity
supplier or gas supplier (B) if A and B are companies belonging to the same group of companies.

12
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from connected licensed domestic suppliers as long as they detail each licensed
supplier's relevant customer data separately.

3.6. The regulations'? define domestic customers and dual fuel customers as:

o "domestic customer" means an owner or occupier of domestic premises in
Great Britain who is supplied with electricity or gas at those premises, wholly or
mainly for domestic purposes, and

o "dual fuel" means where both electricity and gas are supplied to a domestic
customer at the same domestic premises, by a person who is both a licensed
electricity supplier and a licensed gas supplier.

3.7. Where a supplier fails to provide the information specified above, or we consider that a
notification is inaccurate, we may determine these figures ourselves. We will also take
enforcement action if appropriate.

Market share calculations

3.8. We use the customer data notifications to calculate the market share of each
compulsory and voluntary supplier for the Core Group, as directed by the
Reconciliation Regulations.!®* We then provide this to the Reconciliation Operator!*
who uses the data to inform the reconciliation of the Core Group spending (see
Chapter 4 Core Group — Reconciliation section).

3.9. For compulsory suppliers, we use the data provided by the customer data notifications
to calculate the market share of each compulsory supplier for the non-core element of
the scheme.

3.10. At the start of each scheme year, we notify a Scheme Gas Supplier!® of its status, and
confirm to each compulsory and voluntary supplier:

o its market share for the Core Group

o its market share for the non-core obligation

o the value of its non-core spending obligation

. the minimum amount of spending which a supplier must make under the
Broader Group, and

12 part 1 of the regulations (Interpretation in Part 2)

13 The Warm Home Discount (Reconciliation) Regulations 2011
http://www.legislation.gov.uk/uksi/2011/1414/pdfs/uksi 20111414 en.pdf

14 Reconciliation Operator: The person or organisation appointed by the Secretary of State to carry out the Core
Group reconciliation.

15 scheme Gas Supplier is defined in Chapter 1 ‘Supplier roles and responsibilities’

13
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o the limit to spending that a supplier can count towards its non-core obligation
through Industry Initiatives, including the maximum amount of spending on
debt write-off that may be attributed to the obligation.

3.11. We will notify suppliers of the above information by:

o 20 August 2016 (SY6)
. 14 March 2017 (SY7)

3.12. For compulsory suppliers, this notification will only provide an initial non-core spending
obligation calculation. Compulsory suppliers’ non-core spending obligations may be
adjusted, as described below.

Adjustments to the non-core obligation

3.13. We will notify each compulsory supplier of its final adjusted non-core spending
obligation by:

o 30 September 2016 (SY6)
o 31 October 2017 (SY7)

Adjustments for over-spend on the non-core obligation

3.14. An adjustment can be made to a supplier's initial non-core spending obligation if that
supplier has over spent on its non-core obligation in the previous scheme year.

3.15. Compulsory suppliers can carry over up to 5% overspend against the following scheme
year's non-core obligation.'® Over-spend up to 5% will be subtracted from a supplier’s
initial non-core spending obligation to provide an adjusted non-core spending
obligation for the following scheme year. Whilst there is no limit to the amount a
supplier can overspend on its non-core activities, only 5% can be carried over.

Adjustments for under-spend on the non-core obligation

3.16. An adjustment will be made to a supplier’s non-core spending obligation if a supplier
did not meet its non-core obligation in the previous scheme year.

3.17. Not achieving the minimum non-core spending obligation in a scheme year will mean
that a supplier is non-compliant. As well as adding any underspend to the supplier’s
obligation in the following scheme year, we may take enforcement action.

16 5o overspend is permitted for SY6 and 7 (regulation 14(3)(b)(iii)) — for overspend limits in previous years
please refer to the regulations.

14
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Adjustments for rebates not delivered

3.18. An adjustment will be made to a supplier’s non-core spending obligation to account for
rebates provided but not delivered in the previous scheme year. See Chapter 6
‘Providing a rebate where the account is not credited directly’.

15
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4., Core Group

Core Group overview

4.1.

4.2.

4.3.

4.4.

4.5.

The Core Group uses data sharing between government and suppliers'’ to target
rebates at low income pensioners.

Customers are eligible for the Core Group if:

. their electricity supplier is a compulsory or voluntary supplier
. their or their partner’s name is on the electricity bill, and
o they receive the Guarantee Credit element of Pension Credit.

Customers identified as eligible for the Core Group must be provided with a rebate.
For information on the value of the rebate, and how to provide a rebate, please see
Chapter 6.

The Core Group administration is led by the Department for Business, Energy and
Industrial Strategy (BEIS) and the Department of Work and Pensions (DWP). For
further information, contact BEIS at correspondence@decc.gsi.gov.uk.

We determine each supplier’s compliance with its Core Group obligation following the
end-of-year reporting process (see Chapter 8).

Suppliers’ obligations

4.6.

4.7.

4.8.

4.9.

Suppliers will be told by the Secretary of State (SoS) which of their customers to
provide a Core Group rebate to. The SoS provides a weekly list of relevant customers
to each supplier. Each entry on this list is known as an “instruction”.

A supplier must provide a rebate to the appropriate Core Group customer for each
instruction that it is sent. Occasionally, a supplier may not be able to provide a rebate.
Table 2 lists some of the scenarios where this might occur.

Suppliers must provide all Core Group rebates by 31 March in that scheme year (SY).

The only exception to providing a rebate by this deadline is if the SoS notifies
suppliers to provide a Core Group rebate after 1 March in SY6 (in SY7 the SoS will not

7 1n Chapter 5 ‘Core Group

oW

, “suppliers” refers to both compulsory suppliers and voluntary suppliers, as defined in

Chapter 1.

16
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provide any instructions after 1 March 2018). In this instance, suppliers will have 30
days to provide the rebate, as described below.

( ) ( ) rInstructions recieved after\

Instructions recieved up to Instructions recieved from 01/06/2017

01/03/2017 02/03/2017 to 31/05/2017 Rebates must be provided
. Rebates must be provided to customers within 30
?gzaign:jet’:_sstbbeg{ol\xgiﬁ to customers within 30 days of instructions
2017y days of instructions received, and these rebates
received are treated as being

L y L y L provided in SY7

Figure 4: Core Group instructions received in SY6

4.10. The value of rebates that a supplier does not deliver to customers will be added to the
supplier’s non-core obligation for the following scheme year. Any rebates that are not
delivered and the supplier has not made one additional reasonable attempt to do this,
may be treated as non-compliance.*®

4.11. For further information on providing rebates, including delivery and provision
requirements, please refer to Chapter 6.

Customers not provided with a Core Group rebate

4.12.In most cases, we expect a supplier to provide a rebate to all customers that are
identified through the data matching process. Table 2 summarises some of the
reasons why a Core Group rebate may not be paid and what suppliers should do in
these scenarios.

Table 2: Customers not provided with a Core Group rebate

Scenario Supplier actions to take
a) The customer instruction has The customer instruction must be returned to the
been sent to the wrong supplier. | SoS within 30 days.®

18 Regulation 14(3C) and the Government Response to the WHD consultation 2016/17, response number 48.
19 Regulation 9(5)

17
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Scenario

Supplier actions to take

b) The customer is deceased and
their account is closed. The
supplier has not been able to
contact a relative or executor.

C¢) The customer is no longer living
at that property, has closed their
account and has no forwarding
address.

Situations (b) and (c) are confirmed as Exceptions
under Regulation 8.

Where suppliers do not provide the rebate to one
or more Core Group customers under Regulation
8, the supplier must notify us of:

e the number of Core Group customers the
supplier has not provided the rebates to

e the reasons why the supplier has not provided
the rebate to those customers, and

e any steps taken by the supplier to attempt to
provide the rebate to those customers.?°

These exceptions are determined by the SoS and
so may be subject to change.

The application of Regulation 8 will be determined
by us on a case by case basis.

Suppliers are required to report the number of
exceptions applied as part of the end-of-year
reports.

d) A supplier’s information does not
match the data supplied ie the
MPAN number doesn’t match.

Suppliers should rectify and credit the correct
domestic account.

20 Regulation 9(6)
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Scenario

Supplier actions to take

e)

A supplier’s information does not
confirm that the customer is
eligible ie this is a domestic
property on a commercial tariff
(eg farmhouse) or the customer
is believed to be of commercial
origin.

Suppliers should seek further information from the
customer to clarify whether they meet the
definition of a domestic customer:

"an owner or occupier of domestic premises
in Great Britain who is supplied with
electricity or gas at those premises used
wholly or mainly for domestic purposes”

If a supplier has evidence that this customer does
not meet the definition of ‘domestic customer’, it
should not provide the rebate. A section in the
end-of-year reporting template is available to
record these cases.

This is not an ‘exception’, but a decision by a
supplier that the information available about the
customer does not meet the ‘domestic customer’
definition.

Suppliers should keep a detailed record of the
discussions and write to the customer to confirm
why they will not receive the rebate.

f) The customer does not redeem or | The rebate will still be considered 'provided’ but
accept their rebate. not 'delivered’.
Refer to Chapter 6, ‘Providing a rebate where the
account is not credited directly’.
g) It appears that more than one A supplier must provide a rebate to the

instruction has been sent for the
same customer.

appropriate Core Group customer for each
instruction that it is sent, even when the
instruction appears to be a duplicate.
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Scenario

Supplier actions to take

h) Any other reason not outlined
above.

Suppliers should contact us at the earliest
opportunity.

Reconciliation

4.13. The WHD scheme assumes that the total cost of Core Group rebates are shared
among all participating suppliers according to their market share. In reality however,
one supplier may have a higher or lower proportion of Core Group customers than its

market share would suggest.

4.14. The Reconciliation Regulations®! establish the process through which Core Group
expenditure will be reconciled across scheme suppliers.

4.15. For Scheme Year 6, Elexon will administer the reconciliation process.

4.16. Further information on the reconciliation process can be obtained from the
Reconciliation Regulations, Elexon’s website,?? or by contacting BEIS.

2! The Warm Home Discount (Reconciliation) Regulations 2011
http://www.legislation.gov.uk/all?title=warm%20home%20discount%20reconciliation

22 https://www.elexon.co.uk/reference/warm-homes-discount-scheme/
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5.

Broader Group

5.1.

The Broader Group forms part of a compulsory supplier’'s non-core obligation. It
obligates suppliers to identify customers to provide a rebate to. The customers should
be in fuel poverty or a fuel poverty risk group and not captured under the Core Group.
This section outlines the obligations and conditions, including approval processes, for
delivering the Broader Group rebate.

Broader Group overview

5.2.

5.3.

5.4.

5.5.

5.6.

5.7.

Broader Group rebates must be provided by the end of the scheme year (SY) to be
counted towards a supplier’s non-core spending obligation. The scheme year end
dates are:

e 31 May 2017 (SY6)
e 31 March 2018 (SY7)

Suppliers should aim to provide rebates during the winter months, as the customer
will get most benefit from this.

Table 3 lists compulsory benefits which a supplier must include in its eligibility criteria
for Broader Group rebate payments. Suppliers can also choose additional eligibility
criteria to target customers in fuel poverty or in a fuel poverty risk group.

Generally, rebates can only be paid to a supplier’s own customers.? However, if a
customer has left a supplier since applying and being approved for the rebate, the
supplier can choose whether to pay the rebate or not.

The value of rebates that a supplier does not deliver to customers, and are required to
meet the supplier’s non-core spending obligation, will be added to the supplier’s non-
core obligation for the following scheme year.?* Suppliers should also make one
reasonable attempt, in additional to normal processes, to deliver outstanding rebates
to customers.

For further information on providing rebates, including delivery and provision
requirements, refer to Chapter 6.

23 Regulation 18(1)
24 Regulation 14(3C)
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f N 4 N f N 4 N
We We may
approve, The supplier audit a
The supplier The supplier reject or provides Atgpfhznd supplier to
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*If we reject a notification, we will provide reasons and expect the supplier to amend and resubmit the notification

Figure 5: Process for confirming a supplier’s Broader Group eligibility

5.8. For SY6 only, suppliers may count spending incurred on Broader Group activities from
1 April 2016, provided that we subsequently confirm that the spending meets all of the
Broader Group requirements. This is permissible in SY6 only because of the truncated
scheme year.?®

5.9. For SY7, a supplier may “open” its Broader Group schemes before it has approval.
However, suppliers should not pay any rebates until we confirm our approval in
writing.

5.10. A supplier must achieve a minimum spend on the Broader Group, and can meet all of

its non-core obligation through providing Broader Group rebates if it chooses.
Eligibility criteria
Compulsory Broader Group Criteria

5.11. All compulsory suppliers must include the compulsory Broader Group criteria in their
notification. Notification templates provided by Ofgem E-Serve include these as
standard and suppliers must confirm that they are included.

Table 3: Compulsory Broader Group qualifying benefits?®
1. A person who And a) has a child under the age of 5 who ordinarily resides
receives Income with that person.
Support. Or b) receives any one of the following in addition to Income
Support
- Child tax credit which includes a disability or severe
disability element;
- A disabled child premium;
- A disability premium, enhanced disability premium or
severe disability premium;
- A pensioner premium, higher pensioner premium or
enhanced pensioner premium

25 Regulation 20(1)(b)
26 5chedule 2 to the Regulations
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2. A person who

receives Income-

related Or b) receives any one of the following in addition to

Employment and Employment and Support Allowance

Support Allowance - Child tax credit which includes a disability or severe

which includes a disability element;

work-related - A disabled child premium;

activity or support - A disability premium, enhanced disability premium or

component severe disability premium;

- A pensioner premium, higher pensioner premium or
enhanced pensioner premium

3. A person who
receives Income-
| E T BN E @ Or b) receives any one of the following in addition to Income-
Allowance based Jobseeker’s Allowance
- Child tax credit which includes a disability or severe
disability element;
- A disabled child premium;
- A disability premium, enhanced disability premium or
severe disability premium;
A pensioner premium, higher pensioner premium or enhanced
pensioner premium

4. A person who is

in receipt of

universal credit,
and is not in work

or self-employed

and on an annual

income not

exceeding

£16,190

5. A person who is

receiving child tax

credit by virtue of

= RENEIGRUYLGITSERERS Or (b) has parental responsibility for a child under the age of 5
based on an who ordinarily resides with that person

annual income not

exceeding

£16,190

5.12. Ofgem E-Serve must always approve a supplier’s eligibility criteria, even where a
supplier only uses the compulsory criteria to define its Broader Group eligibility.

Additional Broader Group Criteria

5.13. Where a supplier wishes to include additional eligibility criteria, these criteria must
demonstrate that the customer is both on a low income AND vulnerable. We must be
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satisfied that customers meeting the criteria will wholly or mainly be people in fuel
poverty or in a fuel poverty risk group.?’

o Low Income: This can be indicated by receipt of benefits other than those
outlined above, or low earned income.
We will check the proposed eligibility criteria to ensure that they target those
on low income, and that the process adopted by a supplier ensures that the
source(s) or indicators of this are recorded, and that evidence of eligibility is
available. The low income threshold is aligned to the government’s child tax
credit threshold.

. Vulnerability: Vulnerability can include medical, social or age-related
vulnerability. It is for a supplier to determine and be able to evidence the
vulnerabilities it will include.

A supplier may revert to its Priority Services Register or to criteria developed as
part of its Voluntary Commitment.?® This in itself is not sufficient to be evidence
of vulnerability for the WHD scheme. The vulnerability criteria should be clearly
itemised and specified, with reasons or explanation for their inclusion. For
vulnerable older people, the minimum age threshold should be the same as the
government’s pensionable age (for women) as at April of the relevant scheme
year.

o Fuel Poverty:

o In Scotland and Wales: The definition of fuel poverty is that a customer’s
energy bills are greater than 10% of their income.

o In England: Fuel poverty is measured using the Low Income High Costs
model. For more information please see the published guidance.?®

o For WHD, suppliers may use either of these criteria or a mixture of the two
to identify customers who are in fuel poverty or a fuel poverty risk group in
all countries.

5.14. Additional eligibility criteria to target customers in fuel poverty or in a fuel poverty risk
group could include proposals to pay the partners of those who would be eligible under
Table 3, if the partner is the electricity or gas account holder.

27 Regulation 19 (5)(b)

28 Voluntary Commitment means a commitment made by a licensed electricity supplier or a licensed gas supplier to
the Secretary of State, in respect of the period from 1st April 2008 to 31st March 2011, to provide financial
benefits to customers and carry out other initiatives, for the purpose of assisting persons in fuel poverty or in fuel
poverty risk groups.

2 https://www.gov.uk/government/publications/fuel-poverty-methodology-handbook-2013
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5.15.

Suppliers must ensure customers meeting the Broader Group criteria will wholly or
mainly be people who were not Core Group customers in the previous scheme year.3°
The information provided to a supplier regarding Core Group rebates should be used
to reduce the chance that a customer account receives more than one WHD rebate in
each scheme year. If a supplier has included any pension credit customer group in its
additional criteria, the supplier should monitor its Broader Group and Core Group to
minimise the potential for duplication.

Evidencing eligibility

5.16.

5.17.

5.18.

5.19.

For all Broader Group customers, suppliers must verify that the customer meets its
eligibility criteria before providing a rebate. To evidence this, suppliers must either
follow the steps outlined below, or a process that is at least as effective as these
steps.®! We will check that either a supplier’s Broader Group call centre scripts or the
application forms include information that addresses these requirements. The steps
are as follows:

1. Obtain from each customer orally or in writing:

o the customer’s name, address and telephone number3?
o a declaration that the customer meets the supplier’s eligibility criteria, and
o an explanation of how the customer meets the criteria.

2. Explain to the customer that they may be asked to provide evidence of their
eligibility before receiving the rebate.

Suppliers must also obtain documentary evidence of eligibility from at least 5% of
their Broader Group customers. To make sure that this percentage is met, suppliers
should take a larger sample so that if customers fail the checks, the remainder makes
up 5% of the total. The 5% sample should be generated randomly across the total
Broader Group population for the full year.

Details of how a supplier will verify eligibility must be approved as part of the Broader
Group notification.

Failure to demonstrate any of the above specifications may result in further
investigation. A compulsory supplier will be at risk of non-compliance if we are not
satisfied that measures have been put in place to ensure Broader Group payments
have been targeted correctly, or eligibility has not been evidenced correctly.

30 Regulation 19(6)

31 Regulation 19(7)

32 1n exceptional circumstances, where a customer may not have or be able to provide a telephone number, under
regulation 19(7)(b) the use of an email address may be considered as effective for verification purposes. We
recommend that suppliers collect a statement from the customer that he/she does not use or have a telephone or
prefers not to use one.
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Governance and management

5.20. We expect suppliers to have robust governance and management processes in place
to be satisfied that the Broader Group element of the scheme is being delivered in line
with the regulations. We seek evidence that a supplier can:

o oversee, at an appropriate level of senior management, the implementation of
Broader Group schemes and rebate payments

o monitor and report on implementation progress at management level, and

o ensure at an operational level that there is sufficient management and

administrative capacity to pay rebates on time.

Fraud, misuse and abuse prevention

5.21. We expect suppliers to be able to manage fraud. We seek evidence in Broader Group
notifications of the measures in place to:

o minimise the risk of misuse, abuse and fraudulent payments, and
o ensure that the rebate is paid to an eligible person or household (for example,
this can include validating the account before a payment is provided).

5.22. Further details on audit and fraud prevention can be found in Chapter 9.

Notification and approval process

5.23. A supplier’'s Broader Group proposal must be submitted to the WHD inbox
(whd@ofgem.gov.uk) using the notification template provided by us. A supplier should
tell us if it is having any problems with using the template before it submits.
Notifications should be signed by an appropriate senior officer from the supplier, who
will be accountable for the activity outlined in the notification.

5.24. Within 28 days of receiving a scheme notification the WHD team will approve or reject
the proposal, or request additional information. If we ask for more information, we will
provide a determination within 28 days of receiving the information requested (unless
further clarification is needed).

5.25. An activity should only be conducted in line with the approved notification for spend to
be eligible. If there is a problem in undertaking the Broader Group activity in line with
the approved notification, suppliers should contact the WHD team as soon as possible.

5.26. Approval of a supplier’s Broader Group notification, including the estimated spend,
does not mean that spend is counted towards the supplier’s non-core obligation, or
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that a supplier complies with the regulations. Following the end of each scheme year
suppliers must report on their Broader Group activity, as detailed in Chapter 8. We will
assess the reports and inform compulsory suppliers of the attributable spend by 31
October following the scheme year.

5.27. Approval for Broader Group schemes can be requested and given for multiple scheme
years, up to the end of existing legislation.

Amending an approved Broader Group notification

5.28. Any amendments to proposals need to be submitted to Ofgem E-Serve. Approval of
amendments will follow the process outlined for initial notifications. Suppliers must
have received our approval before implementing the amendments. Amendments can
be submitted using the same templates as initial notifications. For minor amendments,
suppliers should contact us to agree the best method for notification.

5.29. If a supplier believes there is a risk that it will not be able to meet its minimum level
of spending on Broader Group activity, despite making all reasonable efforts, it must
notify us by 15 December of that scheme year.3® We will then determine whether the
supplier is likely to spend below the minimum Broader Group amount and offset this
with increased spending against Industry Initiatives. Refer to Chapter 8 section ‘Mid-
year report: Broader Group minimum obligation’ for details.

33 Regulation 15(3A)(a)
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6. Provision of rebates

The value of the rebate

6.1. The value of the rebate provided to Core Group and Broader Group customers can
change each scheme year. For scheme years (SY) 6 and 7 it is £140.

6.2. The value includes VAT. VAT should be applied to rebate payments when crediting an
account or providing the rebate to a customer.>*

Payment methods
6.3. Providing a rebate means:

o crediting the amount of the rebate to the customer’s electricity or gas account,

o providing a customer who pre-pays for electricity or gas with credit against
future energy use, or

o tendering payment to the customer.>®

6.4. Crediting against future use may include using the rebate to reduce debts on
electricity or gas accounts.

6.5. The preferred methods are to directly credit the customer account or provide credit to
the prepayment device. Tendering the payment by cheque or electronic transfer
should be a last resort (minimising the opportunity for fraud).

6.6. A supplier must specify on the recipient’s bill, or otherwise notify in writing, that the
rebate was made under the WHD scheme.?®

Rebates to the electricity or gas account

6.7. For customers with dual fuel accounts, the rebate may be provided to the customer’s
gas or electricity account, according to their preference.

6.8. Suppliers must ensure that each customer is provided with the correct rebate amount,
however this is distributed across accounts.

34 Regulations 20(2)(a) and 20(2)(c)
35 Regulation 7(3) for Core Group and 20(2) for Broader Group
36 Regulation 7(5) for Core Group and 20(4) for Broader Group
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6.9.

In the end-of-year reports we ask suppliers to provide the amount credited to each
account type. This information should be provided where the rebate is directly applied
to the gas account on the customer’s request. Where the rebate is applied to an
electricity account and then transferred to the gas account, suppliers do not need to
report this.

Providing a rebate where the account is not credited directly

6.10.

6.11.

6.12.

6.13.

6.14.

Some customers, for example prepayment meter (PPM) customers or Core Group
customers who have since switched supplier, often receive their rebate via a
voucher, cheque or Special Action Message (SAM). Sending a rebate is deemed as a
rebate being provided. If the voucher/SAM/cheque is cashed or the account is
successfully credited the rebate is considered delivered. If this payment is not
redeemed or accepted the rebate is considered provided but not delivered.?’

A supplier’'s end of year report must notify us of:

o the number of rebates that were provided but not delivered, and
. the steps the supplier intends to take to deliver any outstanding rebates.

Where rebates are not delivered, suppliers must make at least one reasonable
attempt, in addition to normal processes, to deliver rebates to customers (ie to make
sure that the voucher is redeemed), and retain evidence of this. This should be
different to the original attempt(s). For example, if a supplier originally made
provision for the rebate through a SAM but this was not redeemed, an acceptable
additional attempt could be sending a follow up letter to the customer. Simply
reissuing the SAM would not count as an additional reasonable attempt. The
additional reasonable attempt must have been made before suppliers report on the
delivery of rebates.

Suppliers must provide the rebate to customer accounts before the end of a scheme
year, or for Core Group customers notified in SY6 after 1 March 2017, within 30 days
of the notification. Suppliers must report on the rebates that are delivered between:

o 1 July to 30 September 2017 (SY6)
o 1 April to 31 August 2018 (SY7)

For rebates that are not delivered at this deadline, there are two possible outcomes
for the supplier:

37 Regulation 14(3C)
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If one additional attempt has been made to deliver the rebates, the supplier will
be compliant with the Core or Broader Group obligation for that scheme year (if
all other requirements are met), but the value of any undelivered rebates will
be added to a supplier’s non-core obligation for the following scheme year. If
this is not possible (for example for voluntary suppliers), we will assess this on
a case by case basis.

If one additional attempt has not been made to deliver the rebates by the
reporting deadline, this is non-compliance.®® The value of the undelivered
rebates will be added to a supplier’s non-core obligation for the following

scheme year and we may take enforcement action.

6.15. For Broader Group, paragraph 6.14 is only applicable where the value of undelivered
rebates is required by the supplier to meet its non-core spending obligation, as
explained in the scenarios below.

Scenario 1 in SY6 a supplier must provide 100,000 rebates to meet its non-core
spending obligation:

the supplier provided 100,000 rebates by 31 May 2017

when submitting its end-of-year report 90,000 of these had been delivered

on 30 September 2017 the supplier provides a report confirming that 8,000
more of these rebates were delivered, and that the supplier made at least one
additional reasonable attempt to deliver the rebate to the outstanding 2,000
customers

Ofgem E-Serve confirms that the supplier’s non-core spending obligation has
been met for SY6 (as all the other requirements were met too), and

the value of the outstanding 2,000 rebates is added to the supplier’s non-core
obligation for SY7.

Scenario 2 in SY6 a supplier must provide 100,000 rebates to meet its non-core
spending obligation:

the supplier provided 120,000 rebates by 31 May 2017

when submitting its end-of-year report 100,000 of these had been delivered
the supplier has met its non-core spending obligation for SY6, the undelivered
rebates will not be added to their obligation for SY7.

38 The Government Response to the WHD consultation 2016/17, response number 48.
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7. Industry Initiatives

7.1. Industry Initiatives are projects that help customers who are fuel poor or at risk of fuel
poverty through a variety of activities. This section describes the permitted activities,
the approval process and how the projects are administered.

Industry Initiatives overview

7.2. Compulsory suppliers are able to meet part of the non-core spending obligation
through Industry Initiatives. Spending on Industry Initiatives can be done by either
licensed electricity or connected licensed gas suppliers. There are criteria that must be
complied with to ensure that the Industry Initiatives spending can be counted towards
a supplier’s non-core obligation.

7.3. Overall spending on Industry Initiatives in each scheme year (SY) is limited to £30
million across all compulsory suppliers, and split between these suppliers according to
their market share (see Chapter 2). Any spending that a supplier makes above this
limit will not count towards its WHD non-core obligation for that year. The only
exception to this is where approval for increased Industry Initiatives spend has been
received under regulation 15(3A)(b)(ii) (see Chapter 8).

2 N f N a N a N f N a N
We We may
?gj%r(?tvgr’ The supplier At the end aaclfli(\j/littf?o
The supplier The supplier request carries out of the confirm that
identifies its submits a fu?ther the Industry scheme it was
proposed |:> notification |:> information |:> Initiative in |:> year, the |:> carried out
Industry to Ofgem E- on the line with the supplier in line with
Initiative Serve notification approved reports on the
S notification its activities
within 28 approved
days notification
. g . g . S . g . g \ S

Figure 6: Process for confirming Industry Initiatives

7.4. For SY6 only, suppliers may count spending incurred on Industry Initiative activities
from 1 April 2016, even though the scheme year starts on 1 August 2016, provided
that we subsequently confirm that the spending meets all of the requirements for
Industry Initiatives. This is permissible in SY6 only because of the truncated scheme
year.*

7.5. For SY7, suppliers must have activities approved by Ofgem E-Serve before spending
can take place. If a supplier fails to propose measures that are suitably robust we may
not approve the activity, as we will not have sufficient assurance that the money will
benefit those in or at risk of fuel poverty.

39 Regulation 17A
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7.6.

7.7.

7.8.

7.9.

7.10.

7.11.

Spending on Industry Initiative activities must be incurred by a supplier by the end of
the scheme year to be counted towards its non-core spending obligation for that
scheme year. The end of the scheme year is as follows:

. 31 May 2017 (SY6)
o 31 March 2018 (SY7)

If the activity is a requirement under a supplier’s electricity or gas supply licence, or if
the activity is being used by a supplier in order to meet spending obligations or targets
imposed in another scheme, then spending will not count towards a supplier’s non-
core spending obligation for WHD.

Spending will also not count towards the fulfilment of a supplier's non-core spending
obligation if the activity is part of a settlement between Ofgem and a supplier to
provide consumer redress as a result of previous licence breaches or failure to meet a
target under a licence condition.

Suppliers must complete a declaration in the Industry Initiative notification to confirm
that the activities undertaken in the Industry Initiative are not also being counted as
part of another obligation or licence condition.

It is not necessary for recipients of support funded by a supplier through Industry
Initiatives to be a customer of that supplier.

An Industry Initiative must:

. be permitted in the regulations

o provide energy advice, so far as is reasonably practicable, to every customer
benefitting from the Industry Initiative

o be provided wholly or mainly to people in fuel poverty or in a fuel poverty risk
group, and

. represent value for money.

Permitted activities

7.12.

An Industry Initiative must be an activity permitted under Schedule 4 to the
regulations. The notification should clearly identify the different eligible activities and
provide information describing how the service will be provided. Permissible activities
are summarised below, including a description of what types of spend can be counted
towards a supplier’s non-core obligation:

. Providing energy advice.
Energy advice includes advice on fuel options, tariffs and energy bills, as well as
thermal efficiency advice and energy efficiency advice.
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Research has shown that energy advice services offer the best outcomes for
vulnerable and poor consumers when the service is bespoke, offers additional
support and is delivered in their home.*® Where possible we encourage suppliers
to consider delivering energy advice services in this way.

Energy advice should be provided, so far as is reasonably practical, to every
customer benefitting from an Industry Initiative.

o Paying organisations to refer customers who are in fuel poverty or a
fuel poverty risk group and are, or may be, eligible to receive
assistance through the WHD or for any other assistance from the
supplier.

o Providing benefit entitlement checks and/or assistance in claiming
benefits.

o Providing energy efficiency measures, thermal efficiency measures,
energy efficient appliances or micro generation.
A supplier must ensure that any measures provided through an Industry
Initiative are not also counted towards any other obligation, and that it has a
robust process in place for identifying potential overlaps.

o Funding training for people to provide energy advice.
A supplier may not count costs of training its own employees or contractors, or
the employees or contractors of a company in the same group of companies as
the supplier.
For training initiatives we would look for evidence that the trainees were from
organisations that would be providing a service to fuel poor or low income
households eg:

charitable organisations working with people with particular vulnerabilities
advice agencies that can show that their customers comprise wholly or
mainly low income or fuel poor clients

o organisations solely operating in geographies with low scoring multiple
deprivation indices.*

o Providing assistance to reduce or cancel energy debts, as part of a
package of measures aimed at giving customers long-term relief from

40 Warm Home Discount - Energy Advice: Consumer Experiences (published 2014)
https://www.ofgem.gov.uk/ofgem-
publications/91104/warmhomediscountenergyadviceconsumerexperiencesfinal.pdf

41 Multiple Deprivation Indices in:

England https://www.gov.uk/government/statistics/english-indices-of-deprivation-2015
Scotland http://www.gov.scot/Topics/Statistics/SIMD

Wales http://gov.wales/statistics-and-research/welsh-index-multiple-deprivation/?lang=en
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fuel poverty.
A supplier may not count costs arising from a billing error.

There is a limit on the amount of debt write-off that a supplier can count
towards its non-core spending obligation.** This limit will be notified to
suppliers, as described in Chapter 3.

Debt write-off is the reduction or cancellation of debt on a customer’s electricity
or gas account, and the administrative costs associated with this.

Debt assistance activities are not affected by this cap. Debt assistance may
include: advice and support for vulnerable customers on financial management,
energy efficiency and other measures to keep down energy bills.

o Provision of rebates to eligible occupants of mobile homes.
A supplier may provide rebates to eligible occupants of mobile homes. This
includes buildings, such as Park Homes, which fall under the meaning given in
Section 5 of the Mobile Homes Act 1983.
Rebates should be of the same value as, and made in line with, Core and
Broader Group rebates. See Chapter 6 for information on how to provide a
rebate.
Most occupants of mobile homes do not have a direct relationship with an
energy supplier, and as such it will not be possible in the majority of cases to
apply a rebate directly to an energy account. To encourage these recipients to
use the rebate to pay for future energy use or to reduce debts on energy
accounts, we expect that correspondence attached to the WHD rebate would
state that the rebate is used to assist with energy costs.
We also expect the notification to clearly show how the risk of fraud or abuse on
these rebates will be minimised. This should include plans to counter fraud,
abuse and misuse in relation to applications and interception of the rebate.

o Providing energy advice or energy efficiency measures to customers who
are:

living in off-gas grid homes
living in households with a person who has a significant health problem or
disability, or

o living in communities where residents are wholly or mainly in fuel poverty.

Specified Activities

7.13. Specified Activities have been introduced in the 2016 Amending Regulations. BEIS will
provide further guidance on Specified Activities.

42 Regulation 15(4B)
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Eligibility criteria

Targeting

7.14. The outcomes of Industry Initiatives must be delivered, as far as reasonably

7.15.

7.16.

7.17.

7.18.

7.19.

practicable, wholly or mainly to people in or at risk of fuel poverty.

We interpret ‘Wholly or mainly’ to mean significantly more than half. We expect
suppliers to show that a significant proportion of Industry Initiatives beneficiaries are
in or at risk of fuel poverty. Fuel poor households are defined in Chapter 5 ‘Broader
Group’ paragraph 5.13.

Groups who may be at risk of fuel poverty could include vulnerable households who
because of frailty, particular needs or medical conditions are required to heat their
home for longer or to a higher ambient temperature. If suppliers provide alternative
definitions or criteria these will be fully examined and considered.

We will check the notification to ensure that the supplier has clearly described how the
initiative will be targeted and how evidence will be gathered to support targeting.
Where a supplier conducts a financial assessment as part of its service we expect this
to form part of the evidence proving the number of recipients on low income. If this
type of information is not routinely collected about individuals, then we will look for
evidence that the group targeted are wholly or mainly in or at risk of fuel poverty. This
evidence could include:

. working with organisations that operate in areas of deprivation, or
o working with client groups that are likely to be wholly or mainly fuel poor.

We encourage any supplier that uses a method of group verification to also randomly
sample individual beneficiaries of an initiative to confirm that the group is wholly or
mainly fuel poor or at risk of fuel poverty.

There are no restrictions on someone benefiting from a rebate under the Core Group
or Broader Group also benefiting from an Industry Initiative.

Value for money

7.20.

In assessing value for money we may take into account:

o the administration cost per applicant, awardee or trainee
o the average amount of each award or benefit

. the spend versus the outputs, and

o any additional value.
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7.21.The type of information that a supplier should provide to demonstrate value for money

7.22.

7.23.

7.24.

7.25.

7.26.

depends on the nature and scope of the proposal. Administration costs must be
provided if they are attributed to the non-core obligation. This should include the costs
(where applicable) of the direct service, central overheads, publishing, advertising,
equipment costs, accommodation costs, etc. We expect that activities like referrals,
benefit entitlement checks, energy advice and training should be able to itemise their
running costs within this overall heading. If the administration cost will not be
attributed to the non-core obligation, the notification should confirm this.

For debt write-off schemes the administration costs must be included in the
notification, as this will count towards the cap on debt write-off.

For debt assistance schemes there should be information on the range and average
income of the beneficiaries and awards made to them. Information should also be
included on the number of applicants that receive benefits or financial advice, energy
efficiency advice, and other assistance whether this is energy efficiency measures,
other financial assistance, etc.

For energy efficiency measures, in addition to providing separate information on the
administration of the scheme, information on costs of the individual measures, the
number of each type of measure provided, and the number of awardees should be
included.

If the proposal involves a third party, we expect suppliers to demonstrate that the
third party is value for money. This will be done either through a tendering process, or
explanation of why the organisation is the preferred provider.

The cost breakdown detailed above should be provided as a minimum.

Governance and management

7.27.

We expect a supplier’s governance and management processes to be strong enough to
satisfy themselves that the Industry Initiatives element of the scheme is being
operated in line with the regulations. Suppliers must provide evidence that they can:

o oversee at senior management level the implementation of Industry Initiatives
schemes and rebate payments

o monitor and report on implementation progress at management level, and

. ensure that there is sufficient management and administrative capacity to

deliver the Industry Initiatives at operational level.
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Delivery Agents

7.28. We recognise that suppliers may appoint third parties or engage in partnerships with

7.29.

7.30.

7.31.

organisations to effectively administer Industry Initiatives activities. We expect
suppliers to be cautious when choosing a third party to carry out any of its functions
as a compulsory supplier. Suppliers are responsible for ensuring that any third party
spends the money correctly.

For Industry Initiatives that involve third parties the following information is required:

a description of which organisation is responsible for which activities

evidence that a contract or formal agreement is in place with the third
party(ies), including instructions from suppliers to third party partners as to
what the money must be spent on, relevant scheme restrictions and reporting
and confirmation that the money was spent correctly by the third party partner
the frequency and nature of reporting between a supplier and the third party
organisation(s)

other information eg on the internal governance structures of the third party
organisation(s), and

if a supplier provides a donation or other payment to a trust fund or charitable
trust we expect the supplier to record details that the payment was made
within the relevant scheme year, and to keep this record for audit.

If a supplier uses a third party, including a trust, the supplier is ultimately responsible
for ensuring adequate controls and compliance.

We are able to discuss initiatives with third parties and advise them on proposals or
reporting, if we receive confirmation from a supplier that they want us to do so.

7.32.If a supplier has any concerns regarding its obligations when working with third parties

or trusts, it should contact the WHD team.

Fraud prevention

7.33. We expect suppliers to manage fraud and abuse. In its notification, a supplier will

need to demonstrate how it plans to make sure that the funding committed to
Industry Initiatives activity isn’t misused, and that the outcomes delivered by it aren’t
misrepresented. The WHD team needs to be satisfied with the fraud prevention
measures in place before we approve an Industry Initiative.

7.34. Further details on audit and fraud prevention are in Chapter 9.
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Pilot Industry Initiatives

7.35.

7.36.

7.37.

7.38.

A supplier may run a new activity as a pilot for one scheme year. If an Industry
Initiative has been notified as a pilot, we will be more flexible when assessing the
success of targeting and value for money. This in intended to encourage more
innovative schemes.

Suppliers should specify in the notification that the Industry Initiative is a pilot. The
notification should be as thorough and robust as for any other initiative. This includes
demonstrating how the initiative will meet all of the criteria on Value for Money,
Targeting, Governance and Management, and Fraud Prevention outlined in this
guidance.

Pilot Industry Initiatives can only run for one scheme year, and should not have a
value of more than £300,000.

Suppliers must submit an end-of-year report for pilot industry initiatives. We will
assess the initiatives’ successes against the outcomes described in Table 4. To clarify,
if a supplier submits a new Industry Initiative that is valued over £300,000 or is
designed to run for multiple scheme years, it will not benefit from the more flexible
approach designed for pilot initiatives.

Notification and approval process

7.39.

7.40.

7.41.

A supplier’s Industry Initiative proposal must be submitted to the WHD inbox
(whd@ofgem.gov.uk) using the notification template provided. Notifications should be
signed by an appropriate senior officer from the supplier who will be accountable for
the activity outlined in the notification.

Within 28 days of receiving a scheme notification we will approve or reject the
proposal, or request additional information. If we ask for more information, we will
provide a determination within 28 days of receiving the information requested.

An activity should only be conducted in line with the approved notification for spend to
be eligible. If there is a problem in undertaking the Industry Initiative activity in line
with its approved notification, the supplier should contact us as soon as possible.
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Table 4: Possible outcomes for an Industry Initiative

7.42.

7.43.

Possible Outcome

Pilot Industry Initiatives

Non-Pilot Industry
Initiatives

The Industry Initiative
was successfully
delivered and
achieved the
outcomes specified in
the notification.

We will confirm this to the
supplier as part of the end-of-
year reporting process.

If the supplier wants to continue
the activity in future scheme
years, it will be assessed against
the usual rules with regards to
value for money and targeting.

We will confirm this to
the supplier as part of
the end-of-year reporting
process.

The value for money
or targeting did not
deliver to the extent
outlined in the
notification.

If a supplier can give evidence
that they attempted to meet the
criteria, and followed the
processes outlined in its
approved notification, we will
accept the Industry Initiative as
compliant for that scheme year
and count all of the spending on
this initiative towards the
supplier’s non-core obligation.

If a supplier continues the
activity in future scheme years,
we expect it to make
amendments to address any
shortfalls. In this case the
activity would be subject to our
usual scrutiny and would no
longer benefit from the more
flexible pilot initiative approach.

We will not count all or
part of the spending on
this initiative towards
the supplier’s non-core
obligation.

The Industry Initiative
was not successful for
any other reason.

We will not count all or part of the
spending on this initiative towards
the supplier’s non-core obligation.

We will not count all or
part of the spending on
this initiative towards the
supplier’s non-core
obligation.

Approval can be requested and given for schemes spanning multiple scheme years, up
to the end of existing legislation.

Joint Industry Initiatives, undertaken by one or more compulsory suppliers, are
permitted under the WHD scheme. In this case, we will accept a single notification
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document on behalf of multiple suppliers, if each supplier confirms they are supporting
the initiative and the level of funding they will provide through an accompanying cover
letter.

7.44. A supplier should inform us of any funding provided to Specified Activities, so that we
can monitor spending on its non-core obligation.

Amending an approved Industry Initiative notification

7.45. Any amendments to Industry Initiative proposals must be submitted to Ofgem E-
Serve. This includes situations where anticipated spend or level of outputs has
changed significantly from the original notification. Approval of amendments will
generally follow the process outlined above for initial proposals. Amendments should
not be put into effect by the supplier until approval has been received from us.

40



Warm Home Discount: Guidance for Suppliers [Draft Version 5]

8. Reporting

Mid-year report: Broader Group minimum obligation

8.1. Suppliers are under an obligation, if it is reasonably practicable, to comply with the
minimum spending commitment on Broader Group.*?

8.2. If there is a risk that a supplier will not be able to meet its minimum level of spending
on Broader Group activity, despite making all reasonably practicable efforts, a supplier
must notify Ofgem E-Serve.** We will then determine whether the supplier will fail to
meet the minimum Broader Group amount.

8.3. Suppliers considering making this notification should engage with the WHD team
early.

Making a notification

8.4. A supplier must make a notification that it may not achieve its Broader Group
minimum obligation by midnight on 15 December of the relevant scheme year. The
notification should be submitted to whd@ofgem.gov.uk.

8.5. For us to determine that a supplier is at risk of not meeting its minimum Broader
Group spend we require the following information as a minimum:*

o details of the marketing and targeting strategy implemented by the supplier,
which will include:

o any analysis of its customer base, information from its Priority Services
Register and any other relevant customer data sets

o information about marketing through the supplier’s web site, mailshots
and other campaigns

o the marketing strategy with key milestones, targets, monitoring
information and any responses/actions.

o the implementation plan for the Broader Group - including the assumptions
behind the number of Broader Group applications required, the likely number of
eligible applicants, the verification sample size, likely attrition rate, and the
payment schedule. We also expect to receive the monitoring framework and
any corresponding actions, and

“3 Regulation 12(5)(b)
44 Regulation 15(3A)(a)
*5 Further Information on the Broader Group can be found in Chapter 5
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8.6.

8.7.

8.8.

. the forward plan of action for the Broader Group from the date of the
notification to the end of the scheme year.

The minimum information that we will need to determine any increase in Industry
Initiatives spending is:

o details of the targets, outcomes and spend profile of the initiative, and any
reports that show the initiative has met existing targets and plans that show
the initiative has the capability to meet the additional spending targets before
the end of the scheme year.

Once an application is submitted, we will send an acknowledgement to suppliers.

After we have received an application, Ofgem E-Serve has 28 days to determine
whether, and the extent to which, the supplier may spend below the minimum Broader
Group amount and increase its spending on Industry Initiatives.

End-of-year reporting

8.9.

8.10.

8.11.

8.12.

Following the end of each scheme year (SY) we will write to each compulsory and
voluntary supplier asking it to confirm that it complied with its Warm Home Discount
obligations. This will include a bespoke reporting template.

Suppliers must complete the template and return it to the WHD mailbox
(whd@ofgem.gov.uk) in the original format as provided (usually MS Excel). This
format is used to reduce the risk of calculating errors and manual checking. If
suppliers are unable to use the template as provided, they should contact the WHD
team as soon as possible to agree a suitably robust alternative. We also require
connected scheme gas suppliers to provide confirmation of any WHD activities they
have undertaken, and outline how spending should be allocated to the suppliers. The
report must be provided by:

o 26 July 2017 (SY6)
o 26 May 2018 (SY7)

Suppliers must submit accurate and correct information. Each end-of-year report we
receive should include confirmation that the results reported by a supplier have been
independently checked to be accurate and compliant with the regulations. We require
each supplier to submit an audit report to accompany its end-of-year report. This
should outline the audit assurances for compliance of the activities included in the end
of year report. For further information, see the ‘Supplier internal audit requirements’
section of Chapter 9.

If we ask for clarification or additional information it must be provided within 15
working days of our request, or by the deadline indicated in the request.
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End-of-year reporting process

8.13. Ofgem E-Serve will initially review each of the individual reports for completeness (ie
that the reports contain all the relevant information required to be able to determine
compliance). If a supplier’s report is considered incomplete we will contact the supplier
and request the relevant information. Once we are satisfied that the information is
complete, we will send a confirmation letter to the supplier. This letter will be issued
within 28 days of a supplier submitting its final report, or within 28 days of a supplier
submitting any additional information requested.

8.14. After determining completeness, we will review the reports to determine compliance.
This will include ensuring that a supplier’s spending obligations have been met (taking
spending caps into account where appropriate), and ensuring that compulsory
suppliers have carried out activities as described in their approved notifications. If
concerns are identified at this stage, we will raise them with the supplier immediately.

8.15. Should we determine that an activity is not compliant with the regulations, we may
not allow a supplier to claim the spending towards that activity under WHD, or say
that only a partial claim is appropriate.

8.16. We may chose to take action, including enforcement action against a supplier deemed
non-compliant with its spending obligation or where it fails to complete other duties
required under the regulations.

8.17. We will conduct end-of-year compliance checks, and report our final determination to
suppliers, as soon as possible, and no later than:

o 31 October 2017 (SY6)
o 30 September 2018 (SY7)

Core Group report
Spend

8.18. Compulsory and voluntary suppliers are required to provide Ofgem E-Serve with their
total spending on the Core Group. We will check that the spending is in line with the
rebates provided.

Rebates

8.19. Each supplier must provide details on the total number of Core Group rebates it has
provided. This will include a breakdown of how many were provided as a result of the
data match, and how many were provided through the sweep up exercises. We will
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8.20.

8.21.

8.22.

8.23.

8.24.

8.25.

use this data to cross-check against information provided by the Secretary of State
(S0S).

Suppliers must also provide details of the total number of rebates delivered, and the
steps it intends to take to deliver any outstanding rebates.

A breakdown of the value of rebates provided to electricity accounts and gas accounts
must be provided where this information is available.

We will require confirmation that all Core Group rebates were provided by the end of
the scheme year, or within 30 days of receiving the customer instruction from the SoS
if this was provided after 1 March of that scheme year. If any late payments were
made, the supplier should provide the reasons for this.

Where an instruction to pay a customer was returned to the SoS we need confirmation
that this took place within 30 days. If any instructions were not returned or were
returned late, the supplier should provide reasons for this.

The geographical breakdown of rebate provision between England, Wales and Scotland
should be provided by suppliers. Suppliers may use their own methods, or the
postcode areas given in Ofgem’s ‘Guidance on monitoring supplier’s performance in

relation to domestic customers’.*®

Suppliers must confirm that all Core Group customers were notified that the rebate
was provided as part of the WHD scheme and that rebates were delivered by one of
the methods outlined in the ‘Payment Methods’ section of Chapter 6.

Exceptions

8.26.

8.27.

Suppliers must provide us with the total number of Core Group customers where they
think a Regulation 8 exception should apply (see Chapter 4, table 2). We require
suppliers to explain the efforts they have taken to provide the rebates before the
exception was determined.

In cases where a supplier is not able to provide a rebate and an exception is not
available under Regulation 8, the supplier should set out the circumstances, provide
the number of customers that fall under each circumstance and outline the steps
taken in attempting to provide each of the rebates. The application or otherwise of any
exemption under the WHD Regulations is a matter of discretion for Ofgem E-Serve.
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Broader Group report
Spend

8.28. The Broader Group report requires compulsory suppliers to provide us with the total
spend on this element of the scheme and the total number of rebates provided. We
will check that these match and that a supplier’'s minimum Broader Group obligation
has been met.

Rebates

8.29. Suppliers must provide details of the total number of rebates delivered in the end-of-
year reporting, and the steps it intends to take to deliver any outstanding rebates.

8.30. We require confirmation that all Broader Group rebates were provided by the end of
the scheme year.

8.31. A breakdown of the value of rebates provided to electricity accounts and gas accounts
must be provided where this information is available.

8.32. The geographical breakdown of rebate provision between England, Wales and Scotland
should be provided by suppliers. Suppliers may use their own methods, or the
postcode areas given in Ofgem’s ‘Guidance on monitoring supplier’s performance in

relation to domestic customers’.*’

8.33. Suppliers must confirm that all Broader Group customers were notified that the rebate
was provided as part of the WHD scheme, and that rebates were provided by one of
the methods outlined in the ‘Payment Methods’ section of Chapter 6.

Eligibility criteria and evidence

8.34. Suppliers will need to confirm that the eligibility criteria used for the Broader Group
were the same as those outlined in the approved scheme notification and any
approved amendments. We also seek assurance that the quality controls outlined in
the notification were applied.

8.35. Suppliers should provide the breakdown of Broader Group rebates provided by
eligibility criteria.
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8.36.

8.37.

We need confirmation that the customer’s eligibility was verified in accordance with
the scheme notification and any amendments. We will require suppliers to outline the
number of Broader Group customers who passed the documentary evidence check
and, if available, the numbers that failed or did not return the documentary evidence,
and that the verification reached the minimum 5% requirement.

Records of all Broader Group applicants must be kept until six months after the end of
the relevant scheme year. This should include applications, documentary evidence
submitted, and assessment records by the verifying party. This includes for applicants
who fail the verification process.

Industry Initiatives reports

8.38.

Suppliers must provide reports for each individual Industry Initiative. All spending
figures provided in each report should exclude any VAT.

Spend

8.39.

8.40.

8.41.

8.42.

Suppliers are required to provide details on how much was spent on the Industry
Initiatives, and how much of that spend is to be attributed to the WHD scheme. If
there is a variance of more than 5% between the spending projected in the
notification and the actual spend, a supplier should explain this.

Suppliers should provide evidence that the spending was incurred within the scheme
year.

We will check whether a supplier’s Industry Initiative cap is exceeded (including the
cap on debt write-off). If any cap is exceeded, we will only attribute the maximum
allowable spend to a supplier’s obligation.

Suppliers should provide confirmation from BEIS of any spending on Specified
Activities.

Targeting

8.43.

Suppliers need to confirm that the targeting used was the same as approved in the
scheme notification, and that any conditions put in place during the approval process
have been met. We will review the percentage of people evidenced as being in fuel
poverty or in a fuel poverty risk group.
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Activities

8.44. Suppliers must confirm that the activity carried out is in line with what was approved
in the scheme notification. This will also include confirmation that:

. the spending or activity was not a requirement under a supplier’s electricity or
gas supply licence, and that the activity is not being used by a supplier in order
to meet spending obligations or targets imposed in another scheme, and

o the activities fall within the first column of the table in Schedule 4 to the
regulations, and do not fall within an exception in the second column.

8.45. If a supplier fails to provide such evidence, the spend may not be eligible under the
WHD scheme and the supplier may be found non-compliant.

8.46. For Industry Initiatives that have been counted toward a supplier’s non-core
obligation, but where the activities being funded have not been concluded at the
reporting date, we will seek to complete the full end-of-year compliance checking later
in the following scheme year.

Value for money

8.47. We look for evidence that any provisions put in place around value for money during
the approval process are met. We will look at the spend versus the outputs to help us
determine that value for money was delivered. We will also assess any evidence of
additional value.

Final rebate redemption report

8.48. Following the scheme year suppliers must notify us of the total number of rebates
delivered. The report must be provided by:

e 30 September 2017 (SY6)
e 31 August 2018 (SY7)

8.49. Suppliers must confirm that they have made at least one reasonable attempt to
deliver the rebates to customers who have not redeemed the rebate, in addition to
normal processes.

8.50. Suppliers must confirm that the data has been independently checked through an
internal verification process.
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O.

Fraud and auditing

9.1.

We carry out audits to help suppliers meet the requirements of the WHD, and monitor
compliance. This section describes the requirements for the WHD scheme, including
Ofgem E-Serve’s programme of audits, and the requirement for suppliers to conduct
internal audits.

Ofgem E-Serve’s audit programme

9.2.

9.3.

9.4.

Our audit programme could cover any element of the scheme. We take a risk-based
approach to audit and assurance. Although any supplier’s activities may be audited, it
is more likely that we will audit a new scheme activity or a newly-obligated supplier.

Our audits aim to establish that:
o suppliers have robust processes for administering WHD

. suppliers are following the processes outlined in notifications for Broader Group
and Industry Initiatives, and

. information provided by suppliers has been prepared accurately using
appropriate evidence.

We will appoint an independent auditor to conduct WHD audits on our behalf.
Suppliers will be notified at least two weeks in advance of when these will take place,
along with the detail of the scheme activity we intend to audit. Audits will generally
take place at four key stages:

o Customer data notification: we may audit the customer data provided by
suppliers to inform the market share calculations. This is conducted because
any variation in a single supplier’s data affects every supplier’s obligation. This
audit usually takes place in February.

. Mid-year audit: this is to minimise the risk of supplier non-compliance at
scheme year end. If the audit highlights problems with delivery of an
obligation, the supplier will have to agree remedial actions, and confirm that
these have been resolved before the end of the scheme year.

o End-of-year audits: may be conducted to verify specific information provided by
suppliers in their annual reports. This audit would usually take place in the
month following the end of year reporting deadline.
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9.5.

9.6.

9.7.

9.8.

. Rebate delivery audit: to verify the number of rebates delivered and check any
exceptions. This audit would usually take place in the month following the final
reporting deadline for rebate delivery.

After an audit, a meeting will take place between the auditor and the audited party to
share and discuss the main findings. If the audit report contains any significant
findings we will highlight these to suppliers as soon as possible, so remedial action can
be taken.

Suppliers will receive a copy of the draft audit report to consider within eight weeks of
the date of visit. Key findings will be highlighted in the audit report, with associated
recommendations to mitigate any issues. The supplier response to this should cover
management’s proposed actions to address these recommendations, including
timescales and who is responsible for which actions.

Once the finalised audit report has been agreed and issued, we will track the progress
of agreed recommendations.

The WHD Compliance and Audit Manager may also request to conduct observation
visits to selected supplier scheme activities during the scheme year. This helps us to
assess the risk of non-compliance or fraud. We will notify suppliers before any visits
and provide them with our expectations.

Supplier internal audit requirements

9.9.

Suppliers must do their own internal audits to make sure that information in their end-
of-year reports, and final rebate redemption reports, is correct. Ofgem E-Serve will be
specifically looking for confirmation and assurance on the areas outlined in Table 5.

Table 5: Supplier internal audit requirements

Scheme Element | Summary of confirmation required in the internal audit report

All

e The information submitted is accurate.

Core Group e Core Group rebates were provided to all customers instructed by

the Secretary of State on time, subject to any exceptions.

e All Core Group customers were notified, either through their bill or
in writing, that the rebate payment was made under the WHD
scheme.

e Incorrect customer instructions were returned to the Secretary of
State within 30 days.

e Exceptions have been reported in line with those identified in
Table 2 of this guidance.
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Scheme Element

Summary of confirmation required in the internal audit report

Broader Group

The total number of Broader Group rebates provided by the end of
the scheme year is correct.

All Broader Group customers were notified, either through their
bill or in writing that the rebate payment was made under the
WHD scheme.

The mandatory eligibility criteria and any additional approved
eligibility criteria were used and consistently applied across all
applications channels throughout the year.

The approved method of evidencing eligibility was used and
consistently applied across all application channels throughout the
year.

The supplier has done enough random sampling and at least 5%
of Broader Group rebate recipients successfully provided
documentary evidence to demonstrate that they met the eligibility
criteria, or had their eligibility confirmed via an appropriate third
party, before any Broader Group rebates were paid.

Industry Total eligible spend is accurate.

Initiatives The targeting used is consistent with the approved notification.
The activity cost breakdown and outputs achieved are accurately
reported.

The activities were undertaken in line with the approved
notification.

Rebate Where accounts are not credited directly (eg PPM customers), the

Redemption number of rebates delivered is correct and ‘one reasonable

attempt’ in addition to usual processes has been made where
these have not been redeemed. This audit will be required
alongside the final rebate redemption report due by 30 September
2017 (SY6) and 31 August 2018 (SY7).

9.10. Staff employed on this activity do not need to hold professional audit qualifications.
However they need to be competent to perform such functions. They should also be
able to demonstrate their independence from company management and supplier
WHD operational staff.

9.11. The audit report should accompany the end-of-year report and rebate redemption
report, and should include details of the results of the verification, the independence
and competence of the party who did the audit, and when it was done.

9.12. Suppliers must ensure that audit assurance can be provided for the accuracy of the
information reported for each activity under the WHD scheme, to support compliance

assessment.
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Fraud, misuse and abuse prevention

9.13.

9.14.

9.15.

9.16.

Ofgem E-Serve takes a zero tolerance approach to fraud. A dedicated Counter Fraud
team detects, prevents and deters fraudulent activity across the schemes we
administer. In the context of WHD, fraudulent activity is any dishonesty or
misrepresentation of the regulations that undermines the government’s policy intent
or our administration of the scheme.

It's important that suppliers have robust fraud prevention controls to maximise the
benefits for consumers in or at risk of fuel poverty. Suppliers should work closely with
us to reduce the risk of fraud, and the risk of reputational damage to them and us. We
expect that Core Group rebate payments are only provided to customers identified by
the Secretary of State and expect that suppliers will have effective internal
management controls to allow for such assurance to be reached.

Suppliers should design and implement fraud, misuse and abuse prevention controls
and details as a pre-requisite of approval for Broader Group proposals and Industry

Initiatives. The Ofgem E-Serve WHD and Counter Fraud teams will help suppliers do
this.

Where Core Group and Broader Group rebates are not provided directly to a customer
account (such as for those customers with pre-payment meters) any alternative
process should be strong enough that it can’t be intercepted by someone other than
the recipient. Suppliers must outline how such payments are to be made and the
controls they have that minimise the risk of cheques being fraudulently cashed.
Suppliers should promptly report any instances of suspected fraud to the Ofgem E-
Serve Counter Fraud team at: counterfraud@ofgem.gov.uk. Suppliers must ensure
that their investigations are thorough and completed promptly, and they should
contact us if they have any questions about their investigation or findings.
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Appendices

Appendix 1: Overview of amendments to the guidance

This guidance document has been updated to take account of recent amendments to the

WHD through ‘The Warm Home Discount (Miscellaneous Amendments) Regulations 2016’.
These regulations extend the scheme for two years and introduce the below changes to the
WHD obligation.

Other amendments have been made to make the document more user friendly and clarify
existing requirements. Where we have changed our administrative processes or supplier
requirements, this is listed below.

Summary of key changes to the WHD guidance Draft Version 5

Regulation | Summary of change Areas of guidance impacted
15(4B) A cap on the amount spent on debt Chapter 2: Spending Profile and
write-off through Industry Initiatives | Limits
‘Limits on debt write-off activities’
Change to Removed formula for the market Chapter 2: Notification and
guidance share calculations Obligation setting. The relevant
only formulae are available in
regulation 13.
14 5% overspend allowance on non- Chapter 3: Determining WHD
core obligations obligations ‘Adjustment to the
non-core obligation’
17A and Spending on Broader Group and Chapters 5 and 7
20(1) Industry Initiative activities may
take place from 1 April in Scheme
Year 6, if a notification is
subsequently submitted and
approved
7(3) for Applying rebates on gas accounts Chapter 6: Provision of Rebates
Core Group ‘Rebates to the Electricity or Gas
and 20(2) Account’, Chapter 8: Reporting
for Broader ‘Core Group Report’ and ‘Broader
Group Group Report’
2(3), 9(7), Monitoring the redemption of Chapter 6: Provision of Rebates
9(8), rebates not directly applied to a ‘Providing a rebate where the
14(3B), customer account, including the account is not credited directly’,
14(3C) and requirement for one additional Chapter 8: Reporting ‘Final rebate
29(2) reasonable attempt to be made to redemption report’, Chapter 9:

get the customer to redeem the
rebate, and the value of rebates that
are not delivered will be added to
the supplier’s non-core obligation for
the following scheme year

Fraud and Auditing
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Regulation | Summary of change Areas of guidance impacted
Change to Pilot Industry Initiatives Chapter 7: Industry Initiatives
guidance ‘Pilot Industry Initiatives’
only
26(4) and Specified Activities Chapter 7: Industry Initiatives
27 ‘Specified Activities’
Change to Included content from the open Chapter 8: Reporting
guidance letter sent to suppliers in December
only 2015, requesting additional
information to be included in the
end-of-year reporting
15(3A) Included content from the open Chapter 8: Reporting
letter sent to suppliers on 30 March *Notification that a supplier may
2015% not meet its Broader Group
minimum obligation’
Throughout | Timing of scheme years 6 and 7 Refer to WHD keys dates and
timelines document
Change to Changed the name of CSES and Throughout
guidance VSES to Compulsory Suppliers and
only Obligated Suppliers
Change to ‘Ofgem’ changed to ‘Ofgem E-Serve’ | Throughout
guidance
only
Change to ‘DECC’ changed to '‘BEIS’ where Throughout
guidance appropriate
only

48 https://www.ofgem.gov.uk/ofgem-publications/94317/whdopenletter-pdf
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