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Complaint

Mr and Mrs B complain that Shawbrook Bank Limited (“Shawbrook”), has rejected the claim
they made under sections 75 and 140 of the Consumer Credit Act 1974 (“the Act”) in relation
to a solar panel system (“the system”).

Mr and Mrs B are represented by a claims management company (“the CMC”).
Background

In November 2016, Mr and Mrs B bought the system from a supplier (which I'll call “P”) using
a fixed sum loan agreement with Shawbrook Bank Limited, which was repayable over 15
years.

In December 2021, the CMC sent Shawbrook a letter of claim alleging that P had
misrepresented the system, breached its contract with Mr and Mrs B, and that Mr and Mrs
B’s relationship with Shawbrook was unfair on them because:

e The system was sold on the basis that the consumers would make substantial profit,
and that the system would be a great investment. But in reality, the loan repayments,
greatly exceed any benefits received from the system.

e The savings in relation to the voltage optimisers have been overestimated
The self-consumption rate of 75% is unreasonably high.

e The cost of credit was omitted from the "putting it all together" section and the profit
calculations.

e The figures used to calculate the benefits of the system over its lifetime did not match
the ONS data on which P claimed it was based. The CMC said this was evidence
that P was systematically and fraudulently inflating the figures to make the system
appear more attractive to customers.

Shawbrook didn’t agree the system had been misrepresented to Mr and Mrs B or that there
were any other reasons for the claim to be upheld.

One of our investigators looked into what had happened. Having considered all the
information and evidence provided, our investigator didn’t think that P had misrepresented
the system to Mr and Mrs B. But she did agree that P had used incorrect EPR/RPI rates
when calculating the benefits and felt Shawbrook should offer compensation for this.

Shawbrook didn’t respond to our investigators view so, the case has been passed to me for
review.

My findings

I've considered all the available evidence and arguments to decide what'’s fair and
reasonable in the circumstances of this complaint.

The CMC has made the claim under sections 75 and 140 of the Act. So, | have considered
these sections in particular, as well as other relevant law and regulations, relevant regulatory



rules, guidance and standards and codes of practice; and, where appropriate, what |
consider to have been good industry practice at the relevant time. | have read all of the
CMC'’s and Shawbrook’s submissions and taken all of these into account when making my
decision.

What happened?

If there is a dispute about what happened, | must decide on the balance of probabilities -
what | think most likely happened, given the evidence that is available and the wider
surrounding circumstances.

There are several documents that have been provided by both the CMC and Shawbrook.
These include the credit agreement and solar quote. The quote is a detailed document that
sets out key information about the system, the expected performance, financial benefits and
technical information. The quote and the credit agreement have been signed by the
consumers.

So, | think the quote and credit agreement provide important evidence of what was likely
discussed before Mr and Mrs B agreed to the purchase.

The cost of the system

I’'m satisfied that Mr and Mrs B were told that the cost of the system was £9,890. The quote
and credit agreement set this out clearly. The quote and credit agreement further sets out
that the monthly payment was £104.61, The total amount of credit is £9,790 (after deducting
a deposit of £100, and goes on to show that the total amount payable would be £18,929.80
(including the charges associated with the finance). .

Having considered all the evidence, including the consumer’s recollections, I'm satisfied that
they were told that there would be a monthly loan repayment due. The quote makes this
clear, as set out in the table below. Overall, I'm satisfied that the two documents, the quote
and the credit agreement, made it clear that although the cost of the system was £9,890, it
would cost Mr and Mrs B more than this as they had decided to pay for it with an interest
bearing loan.

Mis-leading profit figures

| appreciate there are sections in the quote that set out the estimated benefits without
including the costs associated with the finance — mainly in the “putting it all together” section.
But this section specifies these figures do not include finance charges. And I've explained
above, | think Mr and Mrs B were aware that they would be paying more than the cash price
of the system because they were using an interest-bearing loan to make the purchase. So |
think it would have been clear to them that these profit figures would need to be considered
alongside the additional finance charges they had taken on.

| also have to bear in mind, that there were sections such as the repayment tables (further
set out below), that did compare the full costs with the benefits. | have to consider the quote
in its entirety not just this section in isolation — as I'm satisfied that Mr and Mrs B were
provided with all the information in the quote. Overall, I'm not satisfied that the section
setting out the estimated benefits and profit without including the finance charges was mis-
leading in the way the CMC suggests.

Benefit covering the monthly costs




Mr and Mrs B say they bought the system on the basis it would make them a substantial
profit, that it was a great investment — but, the loan repayments greatly exceed the benefits
received. This suggests Mr and Mr B believed the benefits produced by the system, would
outweigh the monthly costs, and therefore the system would more than pay for itself leaving
them with a profit.

I've considered the quote that was provided by P as well as the consumer’s recollections of
their meeting with P’s representative to decide what is most likely to have been said.

The system analysis page of the quote sets out the estimated income Mr and Mrs B could
expect to receive by way of FIT payments from the system. This is split out into the expected
FIT payments in the first year and the expected average income over 20 years. The FIT
scheme only provides payments for a 20-year period.

Current electricity spend per
month

Generation tarff in year 1
Export tartf in year 1

Total income in year 1 ¢

| think the table is clear that Mr and Mrs B could expect to receive a total FIT income in year
one of £162.29, which results in an average monthly income of £13.52. The quote also sets
out that the expected year one electricity savings is £285.63 and, when taking into account
the optional extra’s chosen by Mr and Mrs B the combined income and savings in year one
is shown as £639.92. This is shown in a table titled ‘Putting it all together’.

As outlined above, I'm satisfied that the credit agreement and the quote set out that there
would be a monthly loan repayment due of £104.61 (which is £1,255.32 annually). As a
result, it seems to me that it was made clear the amounts Mr and Mrs B would receive per
year would be far less than the monthly loan costs. Overall, | don’t think it’s likely that the
system was sold on the basis that it would provide sufficient benefits to cover the monthly
costs or that it would provide Mr and Mrs B with substantial profit from the outset.

There’s a section headed ‘Repayments’ with three tables showing repayments over 60
months, 120 months and 180 months. I've focused on the table for 180 months since this is
the length of the loan that Mr and Mrs B entered into with Shawbrook. This table shows the
loan as repayable in 180 monthly payments of £104.61. For each year of the 15-year loan it
shows the expected grand total return from the system. It then averages that figure over 12
months, and subtracts the monthly loan repayment of £104.61, to give an average difference
between the monthly return from the system and the monthly loan repayment in each year.
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Average monthly repayment diff.

| think the table above does clearly set out that the overall income they could expect to
receive by way of FIT income and any additional savings, would not be immediately
sufficient to cover the monthly loan repayments. There is a deficit between the monthly
benefits received and the monthly outgoings for the first 9 years.

Bearing in mind my finding on the central role the quote played in the sales meeting, I've
considered the table above which sets out the estimated average monthly income from the
system, and the effect on that income of subtracting the monthly loan repayment. I'm
satisfied that the table is clear and easy to understand and on balance I'm also satisfied that
the salesperson referred to the table at the meeting.

As a result, | consider the salesperson did not make a representation that the system would
provide Mr and Mrs B with a substantial profit from the outset or that it would cover the
monthly loan payments as Mr and Mrs B appear to have expected. Rather, | find that the
salesperson went through the quote at the meeting which sets out that there would be a
difference between the expected income and the monthly loan repayments.

Profit over a period of time

That said, | do accept that Mr and Mrs B were told by P that the system would eventually
provide more benefit than their initial outlay and provide some profit after a certain duration
of time.

The ‘system performance and returns’ page of the quote has a table detailing the
performance over 25 years. This shows that by year 16 the overall benefits that Mr and

Mrs B could expect to receive would have exceeded the total amount payable under the loan
agreement. So I'm satisfied, that they were told that they would likely make some profit
during the lifetime of the system but after the loan term had passed.
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As I've set out above, I'm satisfied that P told Mr and Mrs B that the system would pay for
itself by year 16, and then would provide them with a profit. If that were an untrue statement
of fact, and I'm satisfied that this was what induced them to enter into the contract, and they
subsequently suffered a loss, that would amount to a misrepresentation.

So, I've gone on to consider the performance of the system and whether this is in line with
the contract between P and Mr and Mrs B.

FIT data

The MCS certificate and quote sets out that the system is expected to produce 2446 kWh a
year. | have looked at Mr and Mrs B’s FIT statements and can see what the solar panels are
generating on average annually. Based on the FIT data provided, it seems the system is
generating slightly more than P predicted at the time of sale, so I'm satisfied that the system
is performing as expected in line with the MCS certificate and sales quotation document.

Savings estimates

self-consumption rate

To calculate the savings from the solar panels, P used a self-consumption rate of 75%. Self-
consumption rate is the proportion of electricity generated by the solar panels that P
assumed that Mr and Mrs B could use themselves, rather than exporting it to the grid. My
understanding is that P tailored the self-consumption rate based on what it knew about the
customer and how they used electricity.



The CMC has argued that P should’ve used the “industry standard” self-consumption rate of
50% when calculating the savings. But | don’t think it was unreasonable for P to tailor the
self-consumption rate based on the information available to it. And | have not seen sufficient
evidence to persuade me that the self-consumption rate used by P was unreasonable in this
instance. I'm aware that P has used lower self-consumption rates on other quotes that | have
seen — which reinforces its claim that it was tailoring it to each customer.

Voltage optimiser

The CMC has suggested the estimated voltage optimiser savings were inaccurate and mis-
leading. However, | understand that P’s method of calculating the savings was approved by
an industry body, which is more qualified than | am to know if it was reasonable.

How P calculated the savings was also explained in the quote, with reference to a specific
report that informed its method of calculation. The quote also included the following
statement alongside the figures for electricity savings from the voltage optimiser:

e “Savings are dependent on individual circumstances and may be higher or lower than
those stated above and are based on the manufacturers own figures.”

| think there were a number of reports which found that voltage optimisers could provide
various levels of benefit. Considering those reports, | think that P’s estimated voltage
optimiser savings in this case are not outside of a reasonable range.

It appears to me that P estimated the benefit of the voltage optimiser based on what it knew
about the product it was selling, Mr and Mrs B’s home and how they used electricity. | am
not persuaded that P’s estimate of the benefit of the voltage optimiser was unreasonable.

Reliance on ONS data

| have also looked at the assumptions used by P, including the self-consumption rate,
expected annual increase in utility prices (EPR) and expected annual RPI inflation increase.
| am satisfied that P’s method for calculating these are fair and reasonable.

P used Office of National Statistics (ONS) data to calculate the utility price and RPI inflation.
I have looked at the actual yearly increases between 2016 and 2020 and the increases have
been lower than predicted by P at the point of sale and | think explain why they haven’t been
receiving the financial returns they may have been expecting from the solar panels. Since
actual energy prices have been lower than the modelling predicted, the savings achieved
through the energy generated by the system has been correspondingly lower.

As | have explained, the assumptions used by P were based on the information available
from the ONS. And based on this, | don’t consider it unreasonable for P to have used them
as the basis for calculating the potential financial income Mr and Mrs B could’ve expected to
receive from the system. So, whilst | can appreciate that the returns may not have been as
high as estimated at the point of sale, I'm not persuaded that this was due to unreasonable
assumptions being used by P at the time Mr and Mrs B entered into the contract.

Overall, | think P’'s method for calculating an assumed inflation rate was reasonable. And |
don’t think it was a breach of contract or misrepresentation just because actual inflation has
not matched P’s assumption. | would add that | find nothing unreasonable about P quoting
the source of the data it was using to calculate the estimates.

RPI/EPR rate used




The CMC has pointed out that it has seen several cases where the inflation data used did
not match the underlying inflation data it referred to. This does not strike me as a systemic
issue which would lead me to think that P misled customers in every case. It appears likely
to have been a result of human error rather than fraudulently or deliberately done to mislead.
Some of those errors resulted in a lower inflation rate being used — thereby making the
potential benefits of the system appear less than would’ve been the case if no error had
occurred, which would make the system less attractive to customers, not more.

However, as explained by our investigator, | can see the actual rates used by P in this
particular sale were not accurate. P said it used ONS data from 2006 to 2015 to estimate Mr
and Mrs B’s benefits over the expected lifetime of the system. However, looking at the rates
that ought to have been used, it seems P overstated the RPI/EPR. This would have had the
effect of inflating the income, savings and benefits which the solar panel system might
reasonably have been expected to deliver over the loan term. As explained above, | think
this was done in error rather than an intentional manipulation of the estimates.

This does not change my overall assessment of whether the system was sold on the basis
that the benefits produced by the system would cover the monthly costs or that the system
will produce a substantial profit from the outset or within the term of the loan. However, it
does look like the benefits have been overstated due to an error made by P when it selected
the rates to use to calculate the estimated benefits. So | think that Shawbrook should make
up the difference between the income, savings and benefits which the customer was
expecting to make based on the overstated RPI/EPR as compared to the correct figures in
line with our investigators view of the complaint.

| also think that Shawbrook should have noted this error and offered compensation in line
with its usual approach to this issue when the complaint was first raised. Shawbrook should
therefore pay £100 compensation for the trouble and upset caused by this issue.

Unfair relationship

I've also gone on to consider whether a court may conclude that there existed an unfair
relationship under section140A the Act.

A sufficient inequality of knowledge and understanding is considered a classic source of
unfairness in a relationship between a creditor and a consumer. Considering that | haven't
found any misrepresentation and I’'m of the view that the underlying assumptions used by P
were reasonable, | think a court is unlikely to conclude that there is an unfair relationship
under section 140.

Summary

Having carefully considered the evidence provided by all parties in this complaint, I'm
satisfied that there were no untrue statements of fact made by P that induced Mr and Mrs B
to enter into the contract for the system. So overall, I'm satisfied that Shawbrook did not act
unreasonably or unfairly when declining the claim.

However, | do think that P made an error when selecting the RPI/EPR rates applicable for
this sale. And Shawbrook should put things right like I've set out below.

Putting things right
¢ Shawbrook should work out the difference between the income, savings and benefits

which Mr and Mrs B were expecting to make based on the overstated RPI/EPR as
compared to the correct figures and pay the difference to Mr and Mrs B.



o Shawbrook should pay £100 compensation to Mr and Mrs B for the trouble and upset
caused.

My final decision

My final decision is that | uphold Mr and Mrs B’s complaint in part. And Shawbrook Bank
Limited should put things right in the way I've set out above

Under the rules of the Financial Ombudsman Service, I'm required to ask Mr B and Mrs B to

accept or reject my decision before 17 March 2023.

Asma Begum
Ombudsman



