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RECCo Budget - 2020/21 Financial Year 
 

 
1. Executive Summary 

 

1.1. The RECCo Board (‘The Board’) sets out below its good faith estimate of the costs that are 

anticipated to be incurred pursuant to Clause 9 of the Retail Energy Code for the financial year 

to 31 March 2021. REC Parties are invited to review and approve the RECCo 2020/21 Budget. 

 

1.2. RECCo is a not for profit organisation and its income in any one year must match its costs. For 

2020/21 the Board has four primary objectives and the budget reflects the resources necessary 

to deliver these:  

 

• Transition of existing gas and electricity retail obligations and governance arrangements 

(primarily the SPAA and MRA) to the REC; 

 

• Transition of service provider contracts for supporting certain activities currently undertaken 

pursuant to existing governance arrangements; 

 
• Procurement and mobilisation of new Code Manager service provider contracts; and 

 
• Appointment of an enduring RECCo Board and establishment of RECCo Institutions.  

 

1.3. Alongside delivering its four primary objectives, RECCo will continue its commitment to 

supporting Ofgem in the delivery of the switching programme. There are three main themes 

within the Budget reflecting RECCo’s core activities and those of the programme:   

 

• REC Operational: costs of mobilisation of the Code Manager Services, transition of governance 

arrangements and services under existing industry codes ready for REC ‘go-live’ on 1 April 

2021 as well as costs of establishing a RECCo operational delivery function and the services 

necessary for RECCo to fulfil its corporate, legal and financial obligations; 
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• REC Development: provision of resources to support Ofgem’s development of the REC 

schedule and provisions as well as supporting the evolution of metering codes and data access 

and governance arrangements; and   

 

• Switching Programme: RECCo will continue to provide support and resource to the Ofgem 

Switching Programme through funding the costs for Programme Coordinator and Licence 

Party Assurance (LPA) in readiness of CSS go live.   The Programme Coordinator assists Ofgem 

in navigating the complex delivery arrangements and is an integral party to the delivery of the 

new E2E Switching Arrangements providing Ofgem with industry coordination, assurance and 

advisory services. The LPA provider is fundamental to the programmes ability to drive progress 

and make decisions and is critical to giving Ofgem confidence in industry’s progress and an 

understanding of the risks to industry delivery.  

 

 

Figure 1. – 2020/21 RECCo Budget Allocation 

 

  

£5,995 

£743 

£2,776 

2020/21 RECCo Budget Allocation - £'000s 

RECCo Operational REC Development Switching Programme
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2. Budget Approval Process 

 

2.1. The Retail Energy Code (REC) sets out the process and timescale by which the Retail Energy Code 

Company (RECCo) Board (‘The Board’) is required to develop a draft budget for REC Party 

approval (Section 9). The following paper sets out the Board’s good faith estimate of the costs 

that are anticipated to be incurred for the following Financial Year 2020/21. 

 

2.2. The draft budget is subject to approval by the Parties on the basis of a simple majority of the vote 

cast. Each Party will have one vote. Where the draft budget is approved, it shall be the approved 

budget for the relevant Financial Year. If the draft budget or any part of it is not approved, the 

disputed element will be referred, in accordance with the REC, to Ofgem to make the final 

determination. Pending the Ofgem determination, RECCo shall be entitled to incur the costs 

which are necessary in order to comply with legally binding obligations which it has previously 

incurred in accordance with the REC. 

 

2.3. The Board will be holding a Budget Q&A Webinar on 18 February 2020 to allow Parties an 

opportunity to discuss the Budget with RECCo Board Directors (further details, including how to 

access the Webinar will be circulated to REC Contract Managers in due course). Parties are invited 

to submit clarification questions to the Board in advance of the webinar by email to 

info@retailenergycode.co.uk . 

 

2.4.  A summary of the Q&A session, and any other comments and views presented to the Board, will 

be posted on the RECCo website to allow all Parties to benefit from stakeholder feedback.   

 

We invite Parties to confirm their approval of the Budget for 2020/21 Financial Year by submitting 

the form attached in Appendix 1 to info@retailenergycode.co.uk no later than 04 March 2020.  
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3. Background 

 

3.1. The coming year marks an important period in the development of the REC and of RECCo as the 

industry transition from an interim set of arrangements to fully-fledged dual-fuel retail 

governance arrangements.  RECCo will shortly conclude the competitive procurement of service 

providers and adopt many of the roles and responsibilities that have thus far been discharged 

through a number of separate codes and agreements; it is hoped the approach adopted for REC 

will become the exemplar for industry code management going forward.   

 

3.2. This document sets out the RECCo Board’s proposed budget to deliver these requirements during 

the 2020/21 Financial Year, and to prepare effectively for transition to the new retail governance 

regime on 1 April 2021.  In the sections below we provide some further background and a 

detailed breakdown of the budget, with a supporting commentary for each activity. Also shown 

is the current status of the 2019/20 Budget, which we consider demonstrates the good financial 

stewardship of the Board to date.  

 

3.3. The RECCo Board was designated in February 2019 to oversee a number of activities leading up 

to the REC ‘go-live’ in April 2021. An important responsibility was the financial management of 

the 2019/20 Budget, the latter developed by Ofgem following consultation with Parties to the 

Code. It was agreed that the Board would then take responsibility for developing and consulting 

on subsequent Budgets, the first of which is that for the 2020/21 Financial Year. 

 

3.4. The Board is currently made up of an Independent Chair and a small number of Directors chosen 

to represent different parts of the industry. They also sit on the Boards and Executive Committees 

of other Codes such as SPAA, MRA and DCUSA and as such provide continuity across the codes. 

One benefit of this approach is that Board Directors have responsibility for the annual Budgets 

of these Codes; this means they can ensure there are no overlaps and that Parties are paying no 

more than is necessary.  

 

3.5. The Board has put in place robust financial management and governance arrangements, 

including obtaining the services it requires through competitive tender.  We required and 
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received progress reports on each of the initiatives and projects RECCo has funded, and 

scrutinised progress and budget spend against projections on a monthly basis.  

 

3.6. We recognise that during this ‘transition’ period, Parties are being asked to provide financial 

support both for the existing Codes and RECCo.  Whilst the RECCo budget only includes costs 

associated with the operation of the REC and RECCo, we have sought align with work if the extant 

codes, the SPAA and MRA, to ensure an orderly and collaborative approach to transition activities 

and ensure that no unnecessary costs are incurred, or duplicated across codes.  To further 

facilitate this work, Ofgem has recently established a REC Transition Steering Group, to help 

coordinate the activities of each of the impacted Code bodies, including but not limited to the 

REC, MRA and SPAA.   

 

3.7. All Code bodies will work together and with Ofgem to ensure that as far as practicable there is 

continuity of service provision to Code Parties as the MRA and SPAA are wound down and 

substantively replaced by the REC.  Once completed, we expect that this consolidation will lead 

to more cost-effective retail governance arrangements, the benefits of which will be passed 

through to Parties.  
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4. Detailed Rationale behind the 2020/21 RECCo Budget 

 

4.1. The RECCo Budget for the 2020/21 Financial Year is detailed in Table 1 below. It amounts to a 

total of £9,514K and has three main elements: RECCo Operational, REC Development, and the 

Switching Programme; the budget includes a contingency provision.  

 

4.2. In accordance with the requirements of the REC, any under spend against one budget year must 

be returned to funding Parties as a rebate against their costs for the subsequent year. Table 2 

provides the current status of the Budget for the 2019/20 Financial Year. This shows the expected 

outturn is an under spend of £1,270k.  
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Table 1 – Proposed RECCo Budget for the 2020/21 Financial Year  

 

Theme Element Activity Budget 
/ £1000 

RECCo Operational 

Code Manager 
Services 

Code Manager Service Provider Mobilisation 
 3,500 

Procurement and mobilisation of Code Manager 
services 429 

Retail Code 
Consolidation 

Transition of existing Codes  and novation of  
supporting service provider contracts 276 

Procurement of Energy Theft related services 350 

Operating 
Costs 

Resourcing CEO, RECCo Programme Manager, 
Company Secretary, PA/Office Manager 315 

Establishing a small organisational office: 
accommodation, IT facilities and website 100 

External support functions: Legal services, Financial 
Management, HR services, Secretariat and IT 
services 

200 

Ad hoc projects: Recruitment of CEO and Non-
Executive Directors 150 

Board of Directors: Independent Chair and Non-
Executive Directors 130 

Sub-total 5,450 
Contingency (10%) 545 

Sub-total (including contingency) 5,995 

REC Development 

REC 
Drafting 

Subject matter expertise: Development of REC 
schedules/provisions 150 

Legal support: Advice and drafting 
 200 

Metering Codes consolidation  
 75 

Projects Data access and governance 
 250 

Sub-total 675 
Contingency (10%) 68 

Sub-total (including contingency) 743 

Switching 
Programme 

Ofgem Implementation Programme 
 2,524 

Contingency (10%) 252 
Sub-total (including contingency) 2,776 

 
Total Budget 2020/21 Financial year 9,514 

 

4.3. Financial Management policy 

 

4.3.1. The RECCo Board is committed to prudent financial management of its resources, minimising 

the funding impact on Parties, as follows: 
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• The 2020/21 Budget will be phased on a monthly basis to reflect the expected timing of costs; 

 

• Costs will be invoiced to funding parties on a quarterly basis, and based on expected costs for 

the quarter rather than one quarter of the full year budget; 

 
• Where it becomes known that costs are likely to be substantially lower than the budget 

estimate the revised expected costs will be recovered rather than the budget estimate; and 

 
 

• Contingencies will only be recovered as needed.  

 

4.4. RECCo Operational 

 

4.4.1. Code Manager Services: Conclusion of procurement activities, service provider mobilisation 

costs, and project management of mobilisation: 

• Costs to conclude Phase 2 of the Code Manager Procurement project resulting in appointment 

of multiple Code Manager Service Providers to be in place by June 2020; 

 

• Service provider mobilisation costs reflect the estimated costs for mobilising the three 

services including development of service portal and establishment of Performance Assurance 

Board and Framework, ready to support REC ‘go-live’ from April 2021; and 

 
• Project management of mobilisation of three Code Manager Services ready for ‘go-live’ 

operation in April 2021. 

 

4.4.2. Retail Code Consolidation: Managing the transition of existing Code services into the REC, 

including novation of service provider contracts and/or energy theft procurement or new 

services. 

  

• Dedicated Transition Manager who will be responsible for representing RECCo interests in the 

transition of existing Code bodies and Ofgem’s Switching Programme. The Manager will also 

contribute to the Code Manager mobilisation project to ensure service readiness for Code 

consolidation from 1st April 2021;  
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• Legal and commercial costs for novation of selected existing SPAA and MRA service provider 

contracts to RECCo to ensure continuity post-April 2021; and 

 
• Energy theft arrangements will become a RECCo obligation from REC ‘go-live’. The current 

service arrangements under SPAA and DCUSA, including the provision of a Theft Risk 

Assessment Service (TRAS) and Energy Theft Tip-Of Service (ETTOS) will expire on 31 March 

2021. The budget allowance reflects costs that would be incurred in defining service 

requirements, procuring a service provider and managing the mobilisation ready for REC ‘go-

live’. However, these costs will only be recovered from RECCo funding parties, either in whole 

or in part, if it is confirmed that RECCo will carry out the procurement. 

 

4.4.3. RECCo Operating Costs: Costs associated with the day-to-day operation of RECCo including 

recruitment of a CEO, a small expert team, continuation of services necessary for the company 

to discharge all its corporate requirements, and establishing office space on a short-term 

contract: 

 

• Resources: recruitment of CEO (part year) and an office / administration manager (also part-

year),  maintaining the services of the RECCo Programme Manager (part-time), who will be 

responsible for Code Manager Services establishment and code consolidation transition 

project, and the Company Secretary (also part-time), who is responsible for corporate and 

commercial support. Other than the CEO and office manager all other resources will, initially, 

be contracted on fixed-term contracts for the Financial Year 2020/21; 

 

• Infrastructure: the costs of establishing a small dedicated office with associated necessary 

support services for IT and website; 

 
• Corporate: includes the costs associated with services necessary for RECCo to discharge all its 

corporate obligations including legal fees, financial management, HR services as needed, 

secretariat support, insurance, and the costs of statutory audit. RECCo will continue to adopt 

an outsourcing policy for the 2020/21 Financial Year; 

 
• Ad-Hoc projects: The budget to cover the costs associated with recruitment of CEO and office 

manager as well as other sundry projects; and  
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• Board: RECCo will transition to an enduring Board through the course of the 2020/21 Financial 

Year.  As a first step we expect that the current Board, comprised of Directors drawn from 

industry Parties and an Independent Chair, will be augmented to include two Non-Executive 

Directors that can bring knowledge and expertise on consumer needs and digitalisation. 

Further appointments will be made following the establishment of a Nominations Committee, 

as referred to in recent Ofgem consultations.  The budget reflects remuneration of the non-

industry Directors. 

 

4.5. REC Development: Ofgem will continue to need specialist technical support as it refines the REC 

during the period to ‘go-live’ in April 2021. It will also require financial support for specific 

projects. Both these activities will require expertise and knowledge from within the industry and 

the necessary financial support to pay for the contractor resources. 

 

4.5.1. REC Drafting: The REC will continue to develop and evolve throughout the 2020/21 Financial 

Year, in preparation for ‘go-live in April 2021. Ofgem has identified a requirement for resource 

to support this activity including:  

 

• Subject Matter Experts to enable the development and population of the REC and technical 

schedules reflecting outcomes of Ofgem policy and consultations; 

 

• Legal support to ensure that drafting complies with all necessary legislation and regulations; 

and 

 
• Resources to conclude a review of metering governance arrangements, aimed at 

consolidating and improving upon the accreditation and performance assurance currently 

through several separate Codes of Practice in order to improve market effectiveness.  

 

4.5.2. Projects:  The budget includes an allowance to facilitate ongoing Ofgem work associated with 

data access and governance.  This will include, but not limited to Ofgem’s ‘Midata’ Project, to 

the extent that such governance will in future be provided through the REC.  
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4.6. Switching Programme: The budget includes an allowance of £2,776k in 2020/21 to fund the 

Programme Coordination and Licensed Party Assurance functions in facilitation of the Ofgem 

switching programme.  The REC and RECCo were established early in 2019 in part to provide such 

support.   

 

4.7. During the 2020/21 financial year the switching programme must meet a number of critical 

milestones, including System Integration Testing, E2E testing, initial live rehearsals and a number 

of go/no-go decision points.  The Programme Co-ordinator and Licence Party Assurance 

providers will play a key role in supporting Ofgem and informing its decision making in order to 

manage these complex arrangements and mitigate the programme risks.  These roles and the 

RECCo contribution to them will therefore facilitate the timely and effective delivery of the 

switching programme to the benefit of REC Parties and consumers alike.   

 

4.8. The budget allowance has been informed by Ofgem, who in turn has discussed the deliverables 

for 2020/21 in detail with its service providers, PwC and Moorhouse.  As with the rest of the REC 

budget, the figure includes a 10% contingency.  We expect that the reporting on progress against 

deliverables and actual costs against forecast will continue to be a standing item at RECCo Board 

meeting, in order to ensure that these budgetary constraints are adhered to.    

 

4.9. Contingency - In line with common practice, a 10% contingency is included in the Budget for 

2020/21.  
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5. 2019/20 Expected Financial Outturn 

 

5.1. As indicated in 4.2 above, any under spend against one budget year must be returned to funding 

parties as a rebate against their costs for the subsequent year, in accordance with the 

requirements of the REC. 

 

5.2. Table 2 provides the current status of the Budget for the 2019/20 Financial Year. This shows 

expected 2019/20 outturn compared to the original budget. The expected outturn is an under 

spend of £1,270k.  

 
5.3. Key areas of under spend are: Programme Coordinator (£500K), the Midata Project (£225), 

Metering Governance Project (£60K) and unused Contingency budget (£400K). There is potential 

for this under spend to increase by a further £100k as outturn includes some conservative 

estimates for areas such as REC development, legal support, and LPA costs for January to March 

2020. 

 
5.4. This will be rebated to funding parties against invoices to be raised in July 2020.  
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Table 2: RECCo Performance for the 2019/20 Financial Year 

 

Theme Element 
Budget (1) 

/ £1000 

Forecast full 

year Outturn (2) 

/ £ 1000 

REC set-up costs Code Manager Services Procurement 300 414 

 Website development and maintenance 50 15 

 Legal service 250 143 

 Sub-total 600 572 

RECCo Operational Audit 20 15 

 Professional fees / tax 10 16 

 Insurance 15 13 

 Meeting costs 25 10 

 Secretariat 50 20 

 Board remuneration and Company 

Secretary 
100 152 

 Sub-total 220 226 

Switching 

Programme 

Programme Coordinator  
1,917 1412 

 Licensed Party Assurance 333 334 

 Directly contracted support 300 244 

 Sub-total 2,550 1990 

REC development Project: Midata 500 272 

 Project: Metering Governance 100 38 

 Sub-total 600 310 

Total without contingency 3,970 3098 

Contingency 397 - 

Total including Contingency 4367 3098 

 

Under spend for the Financial Year 2019/20 1270 

 

Notes: (1), As agreed following Ofgem Consultation of Parties; (2), at 13 January 2020 
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 Appendix 1: RECCo 2020/21 Budget Response Form  

 

 

We [insert REC Party name]  

 

[approve the 2020/21 RECCo Budget of £9.514k] /  [do not approve the 2020/21 RECCo Budget of 

£9.514k] /  [do not approve Budget line items (please specify)]*.  

 

 

*Please set out your reasons and rationale for not approving the budget either in whole or in part. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

Private and Confidential   Copyright 2020 Retail Energy Code Company Limited 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


	PDF Front Page
	PDF Contents Page copy
	RECCo Budget_2020-21_v0.11

