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Synopsis

This paper provides a high-level impact assessment of the Theft Incentive Scheme Derogations raised
to date and should be read in conjunction with Party representations.

Background

In April 2020, members of SPAA EC agreed to the Secretariat carrying out an impact assessment of the
Incentive Scheme Derogation raised by British Gas, to be presented to a May SPAA EC meeting.

Whilst not requested by the DCUSA Panel directly, SPAA EC members suggested that this would also
be useful for DCUSA Panel members, and as such key points for consideration in conjunction with Party
representations to the BG and Gazprom Derogations are referenced in Section 3 below.

Considerations for DCUSA Panel

Change Proposals:

o DCP 368 will be approved by Ofgem and implemented 08 May 2020; this change will reduce the
2020/21 scheme year to effectively an 8-month Scheme, which conflicts with Gazprom'’s
Derogation (raised ahead of the Authority decision) which suggested a full 12 months suspension
period.

Review of ongoing COVID19 situation

e In order to review the ongoing situation with regards to the Authority’s advice, Code Party theft
policies/practices, and Revenue Protection company policies, DCUSA panel members may wish to
consider the Theft Issues Group (TIG) as a suitable vehicle for this monitoring activity, with
monthly updates being given to the Theft Steering Group and/or DCUSA Panel as required. This
approach is fully supported by TIG members.
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3.3 Calculation & Circulation of Theft Targets

e The ‘Scheme Administrator’ (ElectraLink) is required as per Code to calculate the Theft Targets,

the ‘MDDV’ (Marginal Detection Disincentive Value) and the Scheme Pot values. This procedure
including the attainment of market share data from ElectraLink’s Energy Management
Information team and running of rigorous controls is a 6-week process. This activity was put on
hold further to Ofgem attending the April TSG meeting whereby they advised they were minded
to cancel the 2020/21 Incentive Schemes. Further consideration should be given to:

o The Market Share Data as the Code specifies that the Scheme Administrator will use
the latest data available and no earlier than two months prior to the commencement
of the Scheme Year. The Derogation consideration may need to provide for this not
being two months prior to the beginning of the Scheme Year however to reflect two
months prior to the new Scheme Year commencement date.

o Theft Targets as these should be issued to Suppliers at least 10 working days ahead of
the Scheme Year (defined in Code as 01 June), and therefore there is insufficient time
to meet the current 15 May deadline requirement. The Derogation may need to
provide for the Theft Targets being issued up to 6 weeks after the start of the new
Scheme Year; if DCUSA require this time to be reduced it is suggested that ElectraLink
be asked to carry out a further impact assessment to determine if additional resource
could be added to expedite the process time. TIG members have indicated that 6
weeks would be an acceptable notice period to re-commence the Scheme given many
Parties utilising RP Provider, most of which have furloughed staff currently (although
TIG members have indicated that a minimum of a 3-week notice period would be
acceptable).

o Suppliers with a Theft Target of less than 1 who currently have c9 Working Days to opt
in as per Code; it is suggested that as part of the Derogation consideration they should
continue to be granted this time from the date the targets are issued.

3.4  Reporting of Confirmed Thefts

It is assumed that all Suppliers will continue to submit thefts as per the Code requirement. Code
sets out how Confirmed Thefts are processed by the TRAS Provider. This also crosses over into
the TRAS Provider’s (Experian) obligations within the contract with DCUSA Ltd. A consideration is
that Experian should continue to send their usual Confirmed Thefts reports into the Scheme
Administrator. The normal process is that the Scheme Administrator would then adapt the report
(remove non-participating Suppliers etc). TIG members at the May 2020 Ad hoc TIG meeting
reviewed options with regards to the receipt or otherwise of these reports due to be issued from
July 2020 relating to the new 2020/21 Scheme Year (containing at the onset June 2020 Confirmed
Thefts). TIG members views were that they would still be useful for industry comparison
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purposes, noting that there would need to be clear labelling indicating that these thefts will not

be included in the actual Scheme once it re-commences.

Recommendations
The DCUSA Panel is invited to:

o NOTE the contents of this paper.

Michelle Simpson
Head of Services
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