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LINKS
PAB PAPER - RECPAB_25_0225_07 - Annual Rating (Please ensure you are logged into the REC Portal for the link to work.)
Background
The REC has provisions in it for ‘Performance Assurance Techniques’, including Peer Comparisons. One of these is the ‘Annual Rating’. The PAB is responsible for decisions relating to this technique. We are keen to understand the views of industry, to inform the PAB taking relevant decisions.
We have previously engaged with the PAB on the design of the Annual Rating, which we have included in the links to this document.
We will provide context to each question below.
Instructions on responding
The completed response document should be uploaded to the REC Portal. On the Consultation Page click ‘Add Response’ to upload the completed document. Further information about Consultations can be found in the Change Management User Guide.
Responses can be submitted as:
· Non-confidential – the full response plus the submitting organisation’s name and category will be published; or
· Confidential – responses will only be shared with RECCo, the Code Manager, the Responsible Committee and the Authority (where relevant) but will not be published to REC Parties, Service Providers or wider stakeholders. Details of the response will not be referenced in any Change Report; or
· Anonymous – the full response will be published, but will omit the name of the submitting organisation (organisation category will be published). Details of the response will be referenced in the Change Report, and the organisation name will be shared with RECCo, the Code Manager, the Responsible Committee and the Authority (where relevant).
Organisations can submit the whole response as non-confidential, confidential or anonymous, or flag each question separately as they wish.
All responses will be treated as non-confidential unless indicated otherwise. 
The Code Manager recommends that only financials or other commercially sensitive information is submitted confidentially, and that anonymous is used for all other cases where the submitting organisation does not wish to be identified, as this allows the details of the response to be seen in the Change Report and for the Code Manager’s comments to the response to be published.
RESPONDENT DETAILS
	NAME 
	

	ORGANISATION
	

	ORGANISATION CATEGORY
	Choose an item
	EMAIL ADDRESS
	

	TELEPHONE NUMBER
	

	RESPONSE CONFIDENTIALITY
	Choose an item


QUESTIONS
	We have considered the following inputs in establishing our annual rating:

For DNOs and Suppliers

a) Compliance with Maintenance of Qualification processes

b) Validated performance issues, through the application of PATs, with more serious PATs attracting a less favourable rating.  These PATs primarily are driven by risk driver and data cleanse performance, although we consider other sources (e.g. responses to investigation)

For Suppliers only

a) Energy Theft performance relative to Energy Theft Target

1. Are there any topic areas or Party types that we should consider adding to this list?  If so why?

	

	RESPONSE CONFIDENTIALITY
	Choose an item


	2. Are there any topic areas or Party types we should consider removing or amending?  If so why?

	

	RESPONSE CONFIDENTIALITY
	Choose an item


	We have applied the following exclusions in the past.

A de minimis to the Theft Target of 0.5%. We have done this as where there are small targets it is not unusual for organisations to have large changes in performance (e.g. identifying three thefts one year and none the next).  

3 . Do you agree with the need to continue with this exclusion?

	

	RESPONSE CONFIDENTIALITY
	Choose an item


	4. Do you consider that other exclusions are required?  If so, why?

	


	RESPONSE CONFIDENTIALITY
	Choose an item





	Our current framework provides a single rating per organisation, classifying these as:
1. No material weaknesses
2. Minor weaknesses
3. Moderate weaknesses
4. Severe weaknesses

The rationale for this is that this provides a clear means of comparison across the various topic areas and business types.

A consequence of this is the need to categorise various types of performance into groups. Due to the framing of the rating, this results in a need to identify the lowest performing area as the overall categorisation.

We have considered alternative approaches to this, as set out in the PAB document.

5. Are there alternative approaches we should consider? What benefits and drawbacks would these have?

	


	RESPONSE CONFIDENTIALITY
	Choose an item


	We consider the transparency of performance information to be an important principle.  We have gradually increased the level of transparency in our work, to provide predictability to Parties.

In 2023/24 we shared the following:

a) Suppliers and DNOs had a rating their peers could see.
b) Other Parties did not have a rating.

Our position for the 2024/25 year is that we continue with this level of transparency. We have been asked by the REC Board to consider how this could be developed in future.  We are considering the following:

c) Extending the concept of a rating to MEMs, EMOs and AMIs, following the same approach of gradually increasing the level of transparency, with the expectation that this would ultimately result in their performance rating being shared with Parties.

d) Further developing the performance rating so that it could be shared in the public domain. This could involve further changes to the design of the rating.

6. Do you agree with the proposal to maintain the level of transparency?  If not, why?

	


	RESPONSE CONFIDENTIALITY
	Choose an item


	7. Do you have any comments on how we should develop the rating in future years, including what features would be appropriate to develop the rating for Suppliers and DNOs for sharing in the public domain, or for metering organisations?

Please note responses to this question will be used to inform future development, not to affect the level of transparency in the relevant year. 

	


	RESPONSE CONFIDENTIALITY
	Choose an item


	We have a set of criteria for 2023/24, which we have included as an appendix.  Our intent is to use these criteria for 2024/25, considering  any specific circumstances where criteria should be relaxed.

8. Do you agree with the criteria?  If not why not?

	


	RESPONSE CONFIDENTIALITY
	Choose an item


	The criteria include measurement of performance against the Theft Target. Currently a single set of thresholds is applied that represents aggregate performance across all incentive pots for a supplier. We recognise there may be merit in setting different criteria, for example for the Domestic and Non-Domestic segments that can reflect the different distribution of performance within these pots, however this would also create a more complex set of rules including how ratings would be combined for suppliers operating in both customer segments.

9. Do you think that the criteria for theft performance should be set differently for different segments, or should the current single criteria approach be maintained? If criteria should be set differently what segments should be used (from within the existing TDIS arrangements)?

	


	RESPONSE CONFIDENTIALITY
	Choose an item


	
10. Are there areas in which we should consider one off relaxation due to specific circumstances this year?

	

	RESPONSE CONFIDENTIALITY
	Choose an item


	We consider it an important responsibility for the PAB to set appropriate controls over the operation of the Annual Rating. We have put in place the following:

a) PAB approve the criteria
b) Following the criteria’s application PAB review the distribution of ratings and approve its application.  This allows for adjustments where a criteria which was approved in good faith does not have the intended effect.
c) Each Party with a rating that will be seen by others has a query window.
d) Only validated information is used – i.e. the rating is not driven by information provided by other organisations including central services.

11. Are there other controls the PAB should consider within this process?  If so, what?


	


	RESPONSE CONFIDENTIALITY
	Choose an item


	12. Do you have any other comments on the Annual Rating?


	

	RESPONSE CONFIDENTIALITY
	Choose an item




Appendix 1 previously agreed criteria

Related to Performance Assurance Techniques issued when below market standards
	Criteria
	No Material Weakness
	Minor Weakness
	Moderate Weakness
	Severe Weakness

	Action Plan PAT issued 
	
	3
	Multiple action plans
	

	Management Assertion PAT Issued 
	
	
	3
	

	Specific Condition PAT Issued
	
	
	
	3

	Referral to Ofgem
	
	
	
	3

	Event of Default
	
	
	
	3



Related to maintaining REC Qualification
	Criteria
	No Material Weakness
	Minor Weakness
	Moderate Weakness
	Severe Weakness

	Maintenance of Qualification Delay of 1 month or more
	
	
	3
	

	CME Condition Breach 
	
	
	By up to 10% of CME cap
	By more than 10% of CME cap



Specific to Energy Theft
	Criteria
	No Material Weakness
	Minor Weakness
	Moderate Weakness
	Severe Weakness

	Energy Theft Detection Scheme target met
	60% +
	40 – 60%
	0 – 40%
	0% and no engagement


For energy theft targets a de minimis was also applied, so that organisations with very small targets are not scored using this criteria.
Notes:
In 2023/24 we had a specific change to the criteria relating to data cleanse that we do not expect to repeat.
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