Rob Turner
Smart Metering Implementation Programme
Department of Energy and Climate Change

4 January 2013

Dear Rob,

Ofgem’s résponse to DECC's government Fésponse on stage one of the Smart
Energy Code and Consultation on the draft legal text

We welcome the opportunity to respond to DECC’s government response on stage one of
the Smart Energy Code (SEC)! and consultation on the draft legal text. Ofgem regulates
the gas and electricity markets in Great Britain. We have an important role in ensuring that
the interests of consumers remain protected, both during the transition to smart metering
and in the enduring framework. we will also play a key role in monitoring and, where
appropriate, enforcing compliance with any new regulatory obligations relating to smart
meters. This regulatory role will include approval of certain modifications to the SEC.

_We recozgnise that DECC has made significant progress since its April 2_Q1_2;_c_gg;ulta_ti_og_@3
the SE.C . DECC has Produced detailed legal drafting to Provide a framework for the

SEC objectives

The General Objectives of the SEC are set out in Part C of condition 22 of the Data and
Communications Company (DCC) licence. The SEC objectives also appear in the SEC, )
Whilst we recognise that the intention is to help the reader understand the provisions and
Purposes of the SEC, we consider that this dupiication is unnecessary. Further, we are
concerned that this will add administrative complexity to the governance of the SEC, as any

if the objectives set out in the licence and the SEC are not identical at all times. We
therefore urge the removal of the objectives from the SEC, but consider you should include
appropriate references in the SEC to the objectives set out in the DCC licence. Also, we

! The SEC will be a new industry code setting out the detaijed Provisions governing the relationship betwean the
Data and Communications Company (DCC) and its users, and other issues rejated to smart metering,
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Code governance and modifications

It is important that the governance structure and change process for modifying the SEC are

robust and efficient to ensyre the SEC is dynamic and able to evoive over time to meet the
challenges of 3 ing i i i

that it is a temporary, Pragmatic approach. DECC should however ensure that appropriate
checks and balances are in place until a permanent Chair js appointed. For example, we
welcome that the SEC explicitly requires a Permanent Chair to be appointed within five
months of SEC designation. '

Urgent modifications

“ The Panel will delegate certain activit es to the Change Board.
' For Path 3 (ie self governance) modifications, .5 no Authority decision is réquired the outcome of the vote will
determine whether the modifcation is ‘mplemented, but this decision may be appealed to the Authority.,
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Security modifica tions

Regarding overall System security, DECC js currently considering the appropriate
governance arrangements for the enduring Security arrangements. This will include
cons_idering whether additional steps will be required when developing and approving

set out within the SEC as soon as practicably possible, rather than via an enduring licence
condition or alternative arrangements. This is to ensure that all consumers are protected by
the robust certification and technical assurance arrangements which will sit within the SEC.

DCC charging
We consider that the charging proposals broadly support DECC’s policy aims. However,
some aspects of charging are still unclear, such as:

* how costs will be split between fixed and variable charges, which to an extent
depends on the service provider procurement

* how fixed costs will be split between licence groups (based on “charging group
weighting factors”), prior to it being subdivided based on market share

e the approach to charging in relation to adoption and enrolment of meters installed
during the foundation period’

* the final form of the charging statement, as required under the DCC licence.

document that helps SEC parties to understand how they will be charged. This is important
for transparency and to ensure that the charging arrangements, which are unavoidably

DCC services

We welcome the definition of core and elective services within the SEC. Also, we support
the progressive implementation of DCC services over time, with a flexible approach that will
enable services to evolve.

Confidentiality of elective services

Where a party takes an elective service, we understand the rationale for keeping some
details confidential. However, we fee! there is currently a lack of evidence to justify keeping
all details confidential for six months. We would be interested in seeing what evidence
there is, including the views from industry, regarding:

* the level of insight that can be gained from seeing certain details regarding that
service
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" Discussec in DECC’s “Foundation Smart Market” consultation
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° the appropriate length of time that details should remain confidential.

In terms of the final approach DECC takes, what is key is that the arrangements can be
easily modified if the approach turns out to be unwarranted. Also, the arrangements should
have inbuiit flexibility, so that if a SEC user consents to the details of its request being
made available, it can be published in a transparent manner.,

Timing of availability of elective services

DECC proposes that elective (as well as core) services should be available from go-live.
There are advantages and disadvantages with elective services being available from go-
live. To an extent, the importance of this issue depends on a number of factors, For
example, if the core service offering is very narrow, it will be more important to provide
elective services earlier. Also, if DECC mandates suppliers to en rol their existing smart
meters from go-live, then there is 3 more pressing need for elective services to be available
from go-live, to prevent consumers losing pre-existing services.

Presumably give the NETSO 3 right to obtain certain information from smart meters via
DCC. DECC suggested that this information may be more efficiently obtained at an
aggregate level through Distribution Network Operators (DNOs).

We consider there are two key questions, the answers to which should inform any action

. that DECC takes in terms of NETSO accessing data. Firstly, js it clear that there is 3 net
consumer benefit from NETSO accessing smart meter data? We consider that NETSO should
only have a right to access data where there is a clear consumer benefit. If there s
evidence for a consumer benefit, then the next consideration should be which route is more
efficient. Both routes would have costs associated with them. The DNO route would
increase the costs on DNOQOs, as they would Presumably need to build in some functionality
to their systems to allow them to pass on the data, Also, it may require additional licence
provisions to obligate DNOs to provide such information. The DCC royte would have costs
associated with NETSO acceding to the SEC. Also, NETSO would likely require a licence
condition similar to that Proposed for distribution and supply companies to give them a
right to certain data, ;

We appreciate the constructive engagement with DECC thus far and look forward to this
continuing in the coming months. If you would like to discuss this response in the
meantime. nleaca rantart

Yours sincerely
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