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REC PAB TERMS OF REFERENCE REVIEW

JOY NNAMANI, ASSURANCE MANAGER, RECCO

REVIEWED BY JON DIXON, RECCO

This paper provides the PAB with an early view of the changes expected to be required
to its Terms of Reference as RECCo implements the new Performance Assurance
service delivery model and prepares to become the Licensed Code Manager.

Detailed amendments have not yet been drafted and the paper is for information only.

PAB Members are invited to:

For
Information

e NOTE the drivers and intended scope of the review of the PAB ToR;

¢ NOTE the governance principles that will guide the review and the transitional
arrangements ahead of Code licensing;

o NOTE that the new Performance Assurance service delivery model will operate
within the existing PAB governance framework pending the substantive update;
and

¢ PROVIDE any early views on areas of the ToR or PAB governance that mem-
bers consider should be addressed through the review.
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RECCo's Performance Assurance arrangements are entering a significant period of change. From Sep-
tember 2026, the new service delivery model will move Performance Assurance to an integrated model in
which RECCo coordinates a number of specialist service providers. This is accompanied by the move
towards risk-based, outcome-focused assurance through the new Performance Assurance Strategy.

A further and more fundamental change will follow when RECCo becomes the Licensed Code Manager,
currently anticipated around November 2026. The current PAB Terms of Reference (ToR) were devel-
oped around the existing Code Manager model and will need to evolve to reflect RECCo's future ac-
countability and the distinction between governance, decision-making and the delivery of assurance ac-
tivity.

The review is therefore broader than an update to Code Manager terminology. It will provide an oppor-
tunity to ensure there is a clear line of sight between the RECCo Board's accountability, the authority and
responsibilities of the PAB, RECCo's role in coordinating Performance Assurance and the activities un-
dertaken by specialist service providers. It will also ensure that the PAB's role reflects the move towards
oversight of Retail Risks, assurance priorities and outcomes.

The September service go-live does not change the formal allocation of PAB responsibilities. The new
delivery arrangements will therefore operate within the existing governance framework pending Code li-
censing. RECCo will use this period to develop the enduring arrangements and ensure that accountabil-
ity, decision rights, independence and escalation routes remain clear throughout the transition.

Rather than make successive amendments to the ToR, the substantive update will be aligned to Code
licensing. This will allow the document to reflect the future operating model as a whole and provide a sta-
ble governance framework that is not dependent on individual service provider arrangements.

No changes to the fundamental purpose of the PAB are proposed at this stage. This paper gives mem-
bers early visibility of the intended direction and the governance principles that will guide the review and
provides an opportunity for the PAB to identify any areas it considers should be addressed before de-
tailed drafting begins.

The current PAB ToR were developed around the existing Code Manager operating model. They set out
the PAB's responsibilities for Performance Assurance risks and issues, Risk Management Determina-
tions, Qualification appeals, REC Change and other responsibilities delegated to it by the RECCo Board.

The context in which the PAB operates is now changing. From September 2026, the new Performance
Assurance service delivery model will go live, with RECCo coordinating a number of specialist providers
delivering different assurance capabilities. This is accompanied by the move towards risk-based, out-
come-focused assurance through the Performance Assurance Strategy.

A further change is expected later in 2026 when RECCo becomes the Licensed Code Manager. This is
the key trigger for updating the ToR, which currently assign a number of responsibilities to, and describe
the PAB's relationship with, the "Code Manager".

Rather than make changes for the September service go-live and revisit the document again shortly af-
terwards, we intend to undertake the substantive update alongside Code licensing, currently anticipated
around November 2026. This will allow us to consider the ToR as a whole and make sure they reflect the
enduring operating and governance model.
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The ToR contain a number of references to the Code Manager, including its role in PAB appointments,
membership, secretariat arrangements and REC Change.

Once RECCo becomes the Licensed Code Manager, these provisions will need to be reviewed to distin-
guish between responsibilities held by RECCo, activities undertaken by the PAB Secretary and activities
which may be delivered by specialist providers on RECCo's behalf.

This will not necessarily be a straightforward replacement of "Code Manager" with "RECCo". The inten-
tion is to make accountability clear while keeping the ToR sufficiently service provider-neutral that they
remain appropriate if individual service provider arrangements change in future.

We will also review how RECCo is represented at the PAB and the basis on which specialist service pro-
viders or other subject matter experts attend meetings where their input is required.

The existing ToR place significant emphasis on Performance Assurance risks and issues and the appli-
cation of Performance Assurance Techniques. These remain important, but the new Performance Assur-
ance Strategy creates a clearer link between Retail Risks, assurance priorities, assurance activity and the
outcomes we are seeking to achieve.

The review will consider how the PAB's role is described across this wider assurance cycle, including its
oversight of:

¢ the Retail Risk Register and prioritisation of Retail Risks;

e the Performance Assurance Operating Plan;

e assurance findings, data and insight;

o the outcomes being achieved through assurance activity; and
o the need for further assurance activity or intervention.

This should make the PAB's strategic oversight role clearer without drawing it into the operational man-
agement of individual assurance services.

The new service delivery model also creates a clearer distinction between governance of Performance
Assurance and delivery of individual assurance services.

The PAB will continue to provide oversight, challenge and decision-making in accordance with the re-
sponsibilities assigned to it under the REC and delegated by the RECCo Board. RECCo will be responsi-
ble for coordinating Performance Assurance delivery and managing the specialist service providers com-
missioned to support it.

The ToR will therefore need to avoid creating governance relationships between the PAB and individual
service providers simply because those providers deliver elements of Performance Assurance.

This will include reviewing the current provision for the Code Manager to be a standing non-voting mem-
ber of the PAB and considering how RECCo should be represented under the Licensed Code Manager
model.

Similarly, the provisions for attendance by non-PAB members will be reviewed to ensure that specialist
service providers and other subject matter experts can attend where their evidence or expertise would
support the PAB's consideration of an issue, without creating standing governance roles tied to individual
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contracts. The existing ToR already provide for external experts to attend at the invitation of the PAB
Chair.

Code licensing also provides an opportunity to make the relationship between the PAB and RECCo
Board clearer.

The current ToR establish that the RECCo Board delegates certain powers and responsibilities to the
PAB and retains the ability to assume PAB responsibilities where necessary.

As RECCo takes on Licensed Code Manager accountability, the review will consider whether the respec-
tive roles of the PAB and RECCo Board, together with the appropriate reporting and escalation between
them, can be articulated more clearly.

The intention is to maintain the PAB's ability to provide detailed and effective Performance Assurance
oversight and make decisions within its delegated authority, while ensuring that the RECCo Board has
appropriate oversight of RECCo's discharge of its Licensed Code Manager responsibilities.

The current ToR envisage the PAB considering how effectively a proposed process could be monitored
and what Performance Assurance Techniques might be applied.

The future approach takes a broader view of the assurance implications of REC Change. This includes
considering impacts on Retail Risks and outcomes, whether new or amended assurance activity is re-
quired, data and monitoring requirements and any implications for existing Performance Assurance ar-
rangements.

We will consider whether the ToR need to be updated to better support this approach and the coordina-
tion of assurance impacts across the new service delivery model.

The administrative arrangements supporting the PAB will also be reviewed.

The current ToR state that, unless otherwise determined by the RECCo Board, the Code Manager acts
as PAB Secretary. This will need to reflect the future arrangements once RECCo becomes the Licensed
Code Manager.

We will also consider how the provisions for attendance by non-PAB members should operate in the new
model. Specialist providers may need to attend PAB to present analysis, findings or technical expertise,
but this should not create standing governance roles linked to individual service providers or contracts.

The new Performance Assurance service model will go live from September 2026, ahead of the antici-
pated transition to Code licensing.

The September go-live changes how Performance Assurance services are delivered but does not, in it-
self, change the formal allocation of PAB responsibilities. We therefore intend to operate the new service
model within the existing PAB governance framework until the enduring ToR take effect.

During this period, we will make sure that:
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e accountability for Performance Assurance remains clear;

e the PAB continues to receive the information and evidence it needs to discharge its responsibili-
ties;

o formal decision rights remain with the appropriate bodies;

e service providers understand their role in supporting, rather than replacing, RECCo and PAB
governance; and

e any issues arising from the new delivery arrangements are identified and considered as part of
the enduring ToR review.

This provides continuity of governance while avoiding the need to introduce interim changes which would
be superseded shortly afterwards.

Detailed drafting of the revised ToR will be undertaken as part of the preparation for Code licensing, cur-
rently anticipated around November 2026.

The ToR are a Category 2 document and can be revised through the REC Change Management Sched-
ule following consultation with the RECCo Board and relevant stakeholders.

We will use the period following the September service go-live to test the new delivery arrangements in
practice and reflect any relevant learning in the enduring ToR.

The proposed amendments will then be brought back to the PAB, giving members the opportunity to con-
sider the detailed changes before they are finalised.

PAB Members are invited to:

e NOTE the drivers and intended scope of the review of the PAB ToR;

o NOTE the governance principles that will guide the review and the transitional arrangements
ahead of Code licensing;

o NOTE that the new Performance Assurance service delivery model will operate within the exist-
ing PAB governance framework pending the substantive update; and

o PROVIDE any early views on areas of the ToR or PAB governance that members consider
should be addressed through the review.
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