e
o i—
e e—
e ]
R ]
e —
"
o

Consultation Response

By email 1o dooo T dece.gs gk
Fef: URN 12D/034
1 Jume 2012

Smart Metering Implementation Programme — Regulation Team
Department of Energy & Timate Change,

T Whitehall Place, London,

SWTA AW

ELEXON's response to the Smart Energy Code (SEC) consultation

We welkcome the opportunity ta comment on the draft content for the Smart Encrgy Code. Qur responss draws on
out Crtensive expenence of managing ane af the largest and mast complex of the existing industry Codes, tha
Balanong and Settlement Code (BSC). We supparted Ofgem inits Code Goverrance Rewvicesy i 2008-20049 and word
irstrumental in the development of the Code Admunistraton Code of Practico. W were therofore pleased (o Sea
marny of the commen processes and prnciples establshed theough the gowfNance review cordaird in the Smart

Enery Coro.

In the Smart Programme working group discussans with Ofgem dunng 2011 there was a desire from the group that
the SEC be drafted with the reader in mend. We would hope that the legal’ verson of the SEC peoduced later Ues
vear 15 drafted with this objective and avolds some of the complex kegal and technical rature of the masting codes.

Cur respanse 1o the consultation is set out by question befow, However we fioel that the following areas require
further development to give the SEC proper effect and heghlight some key considerations:

Assurance Framowaork

Wo note the consultation proposes the introduction of an assurance/tampliance frameowork. We wholeheartedly
agree that a rabust assurance framewoek will 0o SOMe way to ensuring that the SEC Paned can adapt and manage
the potential unforeseen nsks ta tha new arrangements. It 1S IMPOMtant to ensure this framewark 15 considered in ks
vadest form such that it encompasses all the aspects of the SEC where there s the potential for uncerainty and
fature of Partios to meet obligabans, As well as secking to address comphance with smart equipment reuirements
v SEC assurance Tramewark should be applicd to processes where there are hand offs between wsers and aliow for
flochifity to auct processes from bma to time. In particular, ongairg assurance arourd measures related 10 provacy
ard security wil ba entical to tha success of the smart programime and the SEC and it 15 impartant that the SEC
Panel can act 1o address non comphance, We prowde further comment in gur fesponse bzl

SEC Consuttaban ELEXDY Barponsr
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Data Access for BSC purposes & joint working arrangements

o have responded soparately e the peivacy and data access consultatsan on the requirements of Setllement 10
ACCEess Consumphion data, We note however that thore may be orcumstances where the SEC and B5C will necd [0
interact and that informatan may need to be made avalable to the BSC Panel and ELEXQON. This is due to the
metenng and data retneval requirements of the “meter to bank” process currently managed under the BSC shiffing to
the SEC. Interaction is ikely 10 be required to suppart the assurance processes, disputes and probling arrangements.
[t may be necossary to keep the BSC Panel/ELEXON informed of 1550es relating to defawts urder the SEC or any
actiora taken that restrict a supplier's abiliby ta meel its coligatons under tha BSC

Mature of Code Admin/Secretariat functions
The corswtaton decument states that the Codoe Adminstrator and Secretanat rales are "functionally distinet™ in that:

« The Secretanat s rosponsible foe faciltating SEC Parel mectings and related operations; and
s The Code Admenstrator is responsible for managng the day-to-day governance af the SEC.

The corsultation recogrises these funcbions could be procured together. e beliewa thoy should and can see no
benedit in running sepanate or parallel award processes when all these functions can be celvered by a snghe
organisation, Secretanat suppart should be a simple estersica of the Code Administrator's role under the SEC,
prpecially gven Bhe cnbically dose working nature of the functions required to suppart the Pars].
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Thie table abowe prowdes an cxample of the types of activity that may be undeortaken by 3 Secretanat and Lode
Admirustrator, We suspect that the Code Administrator will be 3 retatasely "thick” function Gren the potential areas for
cupport Fequired for beth the Panel and industry. Just managing the change process 15 Bkely ba be resurce intentve
in the early penad as the armangements bed down and operational/procedural matters are refire=d.,

Content of Code versus subsidiary/supporting documents

The cansultation recegnises the likelibood of subsdiary documents that vl support the SEC. We would agrea with
creabing an appropnate architecture for the SEC Lo ensure that the SEC Parad can manage the arrangaemeents
efficiontly. Tha separaban of the tochnical and procedural doouments into bower level governance under the SEC will
allow for these to be managed in an approprate manner. 1t is important however that each subsidiary document 15
directly related o a dear abligation or eequirement in he SEC. [t vall al=o allow for the documents to be designed to
ol Whesr purpose (e.g. o cantain progess steps and forms as cppased [0 being weighty legal tomes), The BSC IS
supported by a number of subsdiary decuments, the thange process for whoch rellects ther moro tochinecal or
peocess deven nature, Therefoee the BSC Panel uses industry COMMITTESs to aiseis and approve changes for mest of
these subsdiary documents, We have ilustrated the suite ofF documaents that suppor the BSC below a5 an example

for reference.

I

Modifeations

|

| BSC Servion Meterng Codes of BSC Servioe
Communication Reporting |

Azcuinermeris Do Catalogue

Chrangs Proposal |

Party Seraoe Line

If you would Dia to discuss any areas of o response, ploase contact me ol by emal at

Yours simcerely

L comsiibaboe ELEXCH Bevpasngs
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Chapters B E
T __ii‘u r**—-"uwj i i

Quﬁrjnn 1: Please provide any cummml_‘f. I:hn't you have on the classification of party
categories under the SEC.

A consultation on the Smart Emar-gn_.ir Cude

[ We beliove this s a sensble list of Party dassification that captures the kiy icensed wsers and a broader

| categary of ‘other users’, This in turn allows the SEC to allocate appropnate rights, chligatons and

rosponsibilibios to wsers by type’.

b .Jﬁj‘: ﬁ?ﬁé

it ] ol .Li I‘ﬂ@iﬁ:fupﬁj

qu’-ﬁl;il}rl 2: Are the requirements of both meter asset prmlld:rs and meter operators for

| access to smart metering systems adequately captured in this consultation paper? If nat, |
| please provide additional details of the requirements and why they are required. |

we belayve the requremants for both MAPs and MOPs are adequately captured,

| Question 3: Do you support the Government's preferred solution to implement a simple I
' wariant of Option B whereby the registration of a meter operator in the existing electricity
- and gas registration systems would be deemed to constitute a nomination by the supplier of :

that meter operator to act as its agent to perform a specific set of commands?

Wi agree that the use of the Registration systems to confirm the Meter Operator 15 permitted 10 adl as
the supplier’s ‘nominated agent' 1s the coaect solstion. The registration system information enzures that
the industry warks to a consistent svew of which supplierfagent combinations sheuld be responsible foe
metenng systems and therefore which supphierfagent must mest their obligations across 3!l Codes.

Question 4: Should meter operators be given limited participation rights in SEC governance
under Options 8 or C, and if so what rights would be appropriate?

e would propose that meter cperatos need not have any formal partCipation nghts relating to

qovernance defined in the SEC. Meter operators act under the mstiucton of the koensed suppler anc
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the suppder should remain the Party respoasible for its agents achons and oblgatsons. Thore would I'ID'[

| need to be 2ny vobng on Panel memberstup or other matters unless the meter oporators Were paying
| dirctly for the mantenance of the SEC arrangemenis of acting as a Party in thair ow night,

Howeyer the SEC change prooess should ensure that there is a channol throwgh which meter operators
fand ather non SEC Partses) may contnbute to any impact assessments and consultaton responses
relating to changes o the SEC that may have an impact an their sensCes, Systems and processes,

The SEC Panel may wish to create a forum through which meter operatoes {and other interested bodies)

can discuss issues and focdback their views, ELEXON has facilitated such engagement under the BSC o |
allow suppler agents ta tiscuss their ssues and feedback to the Panel and its committoes. Thes has |
been effoctive in engaging the agent community and Bringing potential change to the fore. |

Question 5: Would you support the tracking of assets being included within the future
 system requirements for the new registration systems, which are proposed to be provided
- by the DCC?

|
Yes, Having the abilty to track their assets shauld lead to accurate cost allocaticn across supphers that

! L5 Ehoir asscis. |
I

s S i o
h prrt g e
mmsunn 6: Do you agres wirh the process proposed for accession and thu .u:cu:lnn time
limit?

| ¥os, we note that the process described 15 largely consstent with exsting codes, in parbeuar the BSC.

| To elabarate on the process ublised by the BSC
= The BSC requires bwo copies of the agreement, one 15 retamed by ELEXON and one by th

Party. ELEXON's company sccretary countersgns the BSC Accesmon Agrecments.

« No checkng of finanaal accounts or credit chocking agency reporing s undetaken, however a |
check is made to confirm that the name, address and company number match details held by
companiés house {we nate that theee 15 no ngarous financial checking of lcences by the
Authonty either}

»  You can accede pror 1o a loense bang awarded by the Authanty, bowever we do ask for
confirmatian that a parboudar icorce is bewng sought, 1t s unclear whathear the SEC will reguirne
‘Beensed users' to atready have L lcence in place of simply b2 in the process.

e Accession forms are processed by ELEXON, as Hhs 15 lasgely 3 box chedkng esornise the Pancl
delegated acthanly to the Panel chairman te appeave extensaons 0 allesRons. This allows the
ACCostOon process to be ompleted as soon as possible.

= Only pon-heensed Partios arc affected Dy the & meath rule that peraits the Pancl 1o remove

SEC cr e FlFEL Rengormae
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accession for non partopabon n 85C services (however the Paned has used its discrebon and
has granted extensons where a parbapant has demonstrated good reasons for their delays).
The way ELEXON manages acceswon & nat defined in the BSC but we have a dedicated rescurce that
manages ertrants through the accession and market entry process as part of our Supporing rale a5 a

rode administrator,

An alternative ta the proposed requirement (o finanaally assess new entrants, the SEC couid require
rebust credit monitoring by the code admenistrator/DCC to hnt any potenbal finanoal |shbes.
Alternatvely, payment in advance of services being taken could pravent any hatsities Beng arcrised.

Question 7: Do you agree that once acceded, any SEC Party should be able to participate in
the governance of the SEC prior to undertaking any further entry processes?

Wi agree that once acoessan s complete a party should be crtithsd o parbopate in &l Godernance
activities urder the SEC,

Question 8: Do you have any views on the company, legal and financial information that
should be provided as part of the SEC accession process?

Please Sod gur respanss o queston &,

e T T TE T

|aes) s
Question 9: Do you agree that Government should not mandate a specific solution for the

| DCC User Gateway and that Data Service Provider (DSP) bidders should be invited to

| propose the solution which they consider to be the most effective (such proposals could |

i include the option of extending an existing inﬁm‘l:w network)? |

Yos: The peeposed solution of inviting DSP bedders ta speafy the DEC User Galeway solution maxmises
th opportunity for DSP bidders to esplon the opticns whilst allzenrng Bdcers the option of extcndimng

| paisting systems. We suppart the Gowvernment's apgroach ta an Open Standards interface for the DeC
User Gateway. This will ensure the sohution design implemantation can b tested for comphance agamst

knoan Dest-practices,

The complesity of any proposed DEC User Gateway solutions must be carctully considered in the contest
o soclinty, A more comples g3teway solubion has the potential for greater security risks, wiich coulkd
increase tha overall risk profile of the DOC. These would noed Lo be accrédited against the appropnats

cocunty standards and tested for comphance pnor to inking DEC and DCC User nebworks, Considenng

T romdLatie ELERH Eoapon s
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o propasals for the DCC User Ga.emy presents an opoodunity 1o :;u.:llr-,' Ay Ny SeCunty nsks and,
if necessary, lether devilop the requirements Tor ensunng the secunty of tne end-to-end solubar. i

Ary soluticn should also be Soxibio ta change and aliow for the SEC Panel to ensure change 15 n a
| pasiton to agree changes without deferming to other gavernance,

Question 10: Do you have any ether comments on the Government’s proposals for the DCC
User Gateway?

| No.

| Question 11: Do you agree with the proposed DCC user entry processes

Yes, The prinople of comgleting entry process teshing/roguirements 15 consistent with the approach
appaied for participation i existing industry processes, a5 described inndustry codies, |

The tessting for the irutial set of Parties wha wall need to operate under the SEC from DCC Go-Live wall |
reed to be completed well in advance af Go-Live, DCC wall {herefore nepd Yo commission 115 systems arsd
@stablsh Lesting facilities to cnable alt SEC parbopants 1o test communications i an ordery way. The

| Programme will also need to establish test requircenents and soripts well in advance to crable festing
(this was danc in the lo0g lead up to the introduction of META/BETTA and ELEXON madintains testing
facilities that can be used by Parties).

Mew parties entoning after the DCC has boen pstablishied wall poed 1her entry process (o-ordinated. It s
ruggested that this would require the SEC Administratar 10 work closely valli new Parties and DCC to
manage 1 process

_Iﬂn‘tﬂ'?w ”,5 ;:"Sr*-,ﬂf;.ﬂhhﬁzﬁlf‘?‘ﬂ;-*"f &‘%
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Question 12: Do you agree with the propesed rights and nhll-naﬂans nzlatln-n to smart
metering system enrolment set out in this chapter? Please provide your views, |

¥or, wo agree that Supphers should be able 1o enral meters subyct to mecting the technical critena and

OO besng able to complele COMMISSIoMING.

Wi presume the intent of the obligatian for DCC to notify cther SEC Parties that an MPAN/MPRN has
Pespn enroliod o the DEC 15 to ensure that the assooatod network oporator/gas transportar can identify
where data may be available and lor incoming Suppliers 1o understand if [here 15 8 smart Meter 2 sialled

at a =ite where they are picking up an MPANR?

SELC covmuiTate ELE MOl Rospoms
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| Question 13:; Do you agree that the SEC should require, as a condition of enrolment, that the |
[ [
| supplier grants the right to the DCC to access its smart metering system for specified purposes? |

| Yes, e suppier must grant the DCC the nght to aCcess its smart metenng system otherase the DCC 15

unable to fulfil its obhgation ta defiver the necessary sorvices to that supphber.

i Question 14: Do you agree with the proposed rights and obligations relating to smart
metering system withdrawal and replacement of devices?

Yes, wie believe that the BCC should be natified when a suppher wishes to withdraw a smart metenng
systom, The process 10 support this will noed to consider what opbions are avalkable to networks o Ehird
partes in the event that they are netilied by DEC that the supplcr will withdraw the metenng System. [f
the customer 15 recaiving therd party services thes wall impact the senace provided to that consumer,

presumably the supplier wall be oblged to natify e customer that they may lose such services?

l"i .,_-.I-u

[ Que.-.al:lun 15: Do you agree with the three different types nl"eligihiliw to receive core
| communication services that have been proposed?

¥ 1% 15 sensibie to define rights to core serades by user type. This will atlow DCC to begin (o i
understand how 1ts costs can bo allocated across the user community, However [he full list of core
corvices and therefore the assaoated rghts and ablgations has yet ta be confirmed.

Question 16: Are you aware of situations where there are two or more importing suppliers
in relation to a single smart metering system and if so, where do such situations exist, how
- many exist and what metering arrangements have been made? .

You, wi are aware of bwa passible scenanas where the 85C arrmngements Al bao ar miore Impanting
supphers inrefaban to a sngle Metenng System. Bodh apply andy when the Metoring System is settled
Half Hourly:

1] BSC Procedure BECPSSD ("Shared SVWA Metor Arrangem-nt af Hall Hourly Import and Export
Actiee Energy’ allows bwo or more Suppliors ta supoly a single Metenng Gystom {&.Q. ang
supnlying base kaad, and the other supplying top-up or spll) The procedure réhes on the
Supplicrs appainting the sama Half Hourly Data Coliectoe (HHDC), wha then apportions the
energy recorded by the Motering System between the Suppiiers 1n accarcance vath an agreed
Alacation Schadule. Anccdotalty we beleve Lhat the niimber of Sites using this arrangement 15

SEC Conmadatizn ELEXON Sesprnss
o o mo N



— Consultation Response

wery law, and that most of these are export rather than impart. 1t als0 seems lckaly that users
of thesa arrangements will be Brger Half Hourly custamers cutside the scope of the smant

Masenng arrangorsnis

21 Differerce metering s an approach to settlement that allows one of meee CUSIHMErs oo 8
private network to choose therr own suppbcers (third party suppliers’), while the remainder of
thie customers an the network are supphed by the private netweek operator, using pewer that b
gencrates himeelf and/or puréhases from a suppher (the “boundary sizppher’) at the boundary of .

tho retwork. The settiement meter readings for the boundany Supplier are caloulated by

5 subtracting the therd party supplers” hall baurly meter readings from the settement meters
roadings at the boundary, This means that meter readings fram the third party suppliors’

[ Mctenng Systems are used to determing both their own settlement labilities, and thase of the

boundary Supplser, Histoncally thes arrangement nas been Lttle-used, but we have seen a sharp |

increase in customer nberest since the Gas and Electnioty (Internal Markets) Regulateons 2011 |

came into force last year. As a resull we are now working wath indusing parties [a imprave the

process and ensure that it & robust to an increased volume of usage {soe inked SVG paper

0.

| Question 17: Do you agree that amendments to the set of core communication services
i should be subject to the standard SEC medification process?

Y, this is critcal to ensuring there is full trarsparency to users and Glgem and allows for a robust

| process ta ensune IMpats [0 Systomis, Serddces and chargeng is understoosd pror ta acdink 1o o

remoninig elements from a core st of Services,

|

|

Question 18: Do you agree that SEC Parties should be able to request elective
communication services from DCC on either a bilateral or multilateral basis?

Y5, SEC parties should be permutted ta request clechve senaces on a bitateral or multilateral basic,

| The provsion of dective senices gught not Lo affect services provided at the date of the request, or
restnct the development of future communications services,  The DECC should be permutted ta dedine 1o
ImEement a new elettve commurications service if, 10 its opnian those services will, or might have the
pffect of, canstraining the cevelopment of future communcalicns SeriCes, Simlarly any new elactive
conace which places urveascnable risks to secunty shoukd ot be implemented. The charge and Tmpact

fenpssmiont pooooss should identify ary noks

Unless capanty exists ta accommodate an clective serpce the service requester shawid pay for the

Sk roraiation ELEND* Hosponse
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depeloprent and implementation of any capacity required to defiver an cSective Senace,

Question 19: Do you agree that the following SEC requirements associated with the
| provision of core communication services should also apply to elective service provision:
| DCC user entry processes, technical security requirements, data privacy requirements,
financial security requirements and dispute arrangements.

Yoo, o pnnople Lhe SEC requerements rolating to privacy, techrecdl secunty, cniry profess, financial

serunty and Sispute et apply.

The privacy requrements are Dac v uip by reguirements in the At 5o litte further clarification should
b required, There skoukd b some flesibibty to how the SEC requirements are appiicd based on tha

percened risk associated with any particular elective service.

Question 20: Do you agree that the SEC should set out mandatory procedures for the
provision of an offer of terms for elective communication services by the DCC and with the
mandatery procedures proposed? Do you consider that any additional procedures should
apply? What do you consider are the appropriate timescales within which an offer of terms |
should remain open?

The SEC chould set out an enabling framewwork which impases on the DCC an obtgaticn to provwde an
[mpact Assossment and, subpect to Lal impact assessment, the abibty to refise ta promde an elective
communeations serece or an offer to provide such senvices within a 123 conable bme, where tho test of
reasonablensss 15 based on the complosity of the request.  In nofmal arcumstances the DICC shautd
complete its Tmpact Assessment and either reject or make an offer for the elechve seraccs with 20
working days, or such longer ponad as may be agreod Detween G and the party requaeshing such

R L b

A standard penod of 28 days from offer, of such other pericd a5 the DCC maght agroe, would seem

suitable.

Question 21: Do you agree that commercially sensitive terms and conditions associated
with elective service provision, which might include the type of communication service that
is being provided, performance standards associated with the provision of that service and
the price associated with that service, should be confidential between the DCC and the
party or parties receiving the service unless the party or parties receiving the service
consent or unless requested by the Authority pursuant to the DCC Licence?
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¥os5, this s a rr|d1[-_ ol mmwrclal confidence bctv.u_n e parbes, It a serace beromes suita Dll'.‘ far all
parties this could be gefined as a core senace theough a modificabon to the SEC and it would then be

rubjoct to the same transparency @5 tho othor core seradis,

Question 22: Do you agree that the SEC should contain provisions requiring that the DCC
notifies SEC Parties of the timing of the implementation of changes to its systems?

Yes. Changos to the system may very vell require System outages and it weald be impracteable not ta
netify parties that this will happen. The gas and electnoty industry has traditionalty cperated through
thee chango refeases per annum Ehat allows of batching up of changes. A similar approach shauld be
consdercd for DCC changes,

Whilst it would make sense to apply the samée approach to DCC changes we cbsens that 1t would

become quite clear that an electve service 15 being inbroduced if there were @ change notilied Gut the
peecise nature of changes not communcatad. .
The DCC should not to be obliged ta implement an slectve change within a parocular pericd, unless it ‘
feeds it can do sa without alfecting core servces, Instead changes should be batehod wp as part of the |
rest schedie. We suggest that systems mantenance and core senaces shauld ke prionty over elective |

changes.

Question 23: Do you agree that the DCC should only be required to offer terms for elective
communication services from a specified date, and If so, what do you consider that date
should be?

Yo, Lhis sheuld allow DEC ta ensure that its core servces have been established ard operate in thee live
environment, without the distraction of adapting those systems for non-core Services, We suspect that
the first twelve manths of operation will soe a number of "bedding in” changes raised by DCC and Patbes
{a5 has boen the ease wath other industry codes) which wouid occupy the DCC,

Imstead of setting a firm date, it may be more consitle ta allaw the Authonty to agroee that elective
worvices should be able to be offered, subject to cortain critena (e,q. DCC havirg met its senace lovels

tar a tefired ponad) or simply from a statement of reatiness on bebalf of DCC,

I*‘:"*liif'l"ﬂ""!I i 'l;_:.-i-r'_: t : .'- . ey ‘
s GO SRS R o ._:-.'...:'_.-'.' =L _f ' cdl
Question 24 Do you l:hlinl: that H:n prn-p-nud approach for nc: :harging is rtasunahl:?

Yess, the approach is designed 1o ensure that charges are refiective of senvees Laken and reduces the

SO Corimare ELE XN, Responzs m
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prtential for DOC exposure b unreasonable cash Aow issues,

| Question 25: Do you consider that the “pay now dispute later” approach is consistent with
: the envisaged DCC regime? If you disagree please set out the reasons for your preferred
| approach.

¥, The balance of convenience and the need to crsure secure sendices 1 the industny sugaest "pay
now, dispute Wter® 5 3 reasonable appeoach, This s akin to the eastng amangoments foe Ui provisicn
af other central servces to andustry. This roduces the unceasonable nsk aof DCC being faced with a cash
Meww Issue thecugh nen-payment, partcularly when it s establishing the services and faciltating the :

rallout of smart meters. |

Question 26: Do you accept that bad debt should be socialised explicitly within the current
charging period across all DCC service users? If you disagree please set out the reasons for

your preferred approach. |

|
Yes. This should b2 subject to the conditions that DCC woukd be expected to manage bad debt and
therefore reduce (e nsk of axposure for other SEC Parties, The use of a credit mechanism wadd ensure
that Party llabitibes can be met i the event of 2 sudden failure and the DECSec Administrator cousd
manitoe the exposure. The SEC should set out whether there would be an obligatian o lodge credit and

i 5o, what is required (e BSC does not ablige Parbes to kodge credit but the nature of trading is such

that without any credit in place a Party may quickly find itself liable foe costs and if payment i not made
|

become subject to default processes)

In the event of habilties remaining unsettled it 1S appropriate to socialse tese across the uswer

commuraby. If Tunds are later recovered these may be reallocated (o parties.

We naote that DECC is proposing an Energy Supply Company Admunistration regime, we assieme that this
would apply across all relevant codes including the SEC.
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| Question 27: Do you agree with the proposed funtﬂnns, powers and uhjecﬁvns of the SEC
Panel, as set out in Boxes 12A and 1287

Yoo, those apoear appropnate and broadly consistent with other codes.

one of the proposed responsibdines of the SEC Paned is to establish jent woeking arrangemenits with

ather rolevant industry panels and committess,  This 15 consistent with Smilar requirements uncer the
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| existing codes. [n practice, most Code Administrators fulfil this roie on their panet’s behalf, For |

i example, ELEXON attends clher industry code pandd/workgroup meetings and provides a manthiy repart |

| Lo the BSEC Panel on any patental cross-code msues and changes, Tha axisting BSC requirement s that
the BSC Panel shall estabish joint working arrangements with the owners of Core [ndustry Dacuments'
{as defined in the Transmesson Licence) and the System Operator-Transmession Crwner Code (ST
Committeo [see BSC FLB).

o are undear whether the SEC will b a Core Industry Document and therefore covered by this
pasting requirement, If net, the BSC could be amended to speofically reference the SEC {In thea samo
weay that it was amended to reference the 5TC at BETTA Go-Live). Altornativety, of the SEC falls within
the Transmisson Licenes's definibon of an "industry code”™, the BSC coukd be amended to mfude a
mace gereral requerement for joint warking arr@ngements between all industry codes. [n practce,
ELEXON operates joint working arrangements with all key enefgy codes {arkd wolkd therefore do sa wath
lhe SEC) reqardiess af whether these are Core Industry Documents o covered by the cxplicit BSC

[ DSEION,

We noto that the Code Administrator is ikety to be resparsibie for supporting delvery of a number of
the Panel obhgatsons {(e.g. production of annual repodt), There may be acvilies that can be urdertaken
by the Code Admunistrator directly (2.0 approval of accession application, if this is simply 3 bick bow
paproso ). Allernatively the SEC shauld make clear those things that the Parkl may detpgate and Those it

may nat.

Question 28: Do you think that a fully independent panel is the appropriate model for the

SECT Please give reasons for your answer,
[

The existing industry codes offer a vanety of potental models for pand govermance and constibution.
We do net have a viow an whach model s mest appropriate for the SEC. Hawewer, we beliovn thal an
mdependent Panel has worked well under the BSC and CUSC in promating a fecws on the apphcable
ohjectives rather than the interests of indaaduatl companics or types cf Party. Indeed, assumng that

| changes and other business 15 conducted ta ersue it meets the applicable abjecta=s we canrat

| understand whry the Panel waould not be independent?

| Thpss wtliade ) the Dasbanune] &0 Sotthement Cuode,

0] 1 Crarechon anid U of Sysbem Cods;

[} e Drtribatesn Code

(d ] 1 Detroctan Comeectaon and Lise o Syslem

EQresmers,

1o Ther el ey ared

o} 1o Mastes Basjefraton Sorocmeri.

U n ratlabzral pade or Aqrecment created and mantaned st a oo granled by the Anonky undes wetan bal e Aol o araker
sectors & W ar TA e Gas ACE E0
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Consultation Response

| Question 29: Do you agree that the proposed SEC Panel composition set out in Box 12C is
appropriate? Please give reasons for your answer, Alternative propesals for the panel
composition are welcome.

W agree that, even if Panel members ae reguirnd to act impartially, i€ s important that e SEC Panal
Contains an aporopriate oress-section of espertise and expenence In oeder ta premate informed and
balanced decison-making. The propesed compasition of the SEC Panel appears 1o achieve this.

Haowever, v are unckear on the mtenticn of the propesed constituency vobing and whether thes fits with
the requirement on Panel members to act impartiaily.  For example, should small supphiers vite for the
candidate they bolieve best understands thair conceins, even though that candidate 15 e pltly redquared
nat ta Lnduly represent those concerns once elected? Or should they vote for the candidate they

| belewe 15 best for the industry averall {in which caso why have conshtuonces)? We note that the B5C
anid the CUSC do net divede the woting for the impartidl Industry Panci Members in thes way, although
therr 5 nothing Lo prevent BSC and CUSC Parties from excrasing ther wotes tactically.

Question 30: Do you agree with the proposed division of voting and non-voting members,
and in particular do you believe that the DCC should be a non-voting member in respect of
any or all aspects of panel business?

Wi pale the propased restrictsan that the BCC should net vote on modificat:an Dusness. This 15 5irmLar
to that which the BSC imooses on tha Transmission Company. However, we note that under the CUsC
the Transmissicn Company 15 able 1o Doth raise and vote on modfication propasls

| Question 31: Do you agree that the proposals for the independence, appointment and term |
of office of the panel chair are appropriate? Please give reasons for your answer. '

Yoo, these appoar consistent vath the canclusions of Ofgem’s Governance Review.

| Question 32: Do you agree with the proposed arrangements for panel member elections and
appointments?

wip offer the following obsereahons.

Wo note that U proposod “one vele per corporate groug’ approach s similar ta the 'one vote por
Trading Paity Growp’ rufo under the B3C. Howower, he BSC dons not divede the votes for Industny Panet
Membars by conshituency — with the result that the votes of large and small Partes have eoactly equat
wesht. Under the aroposed constituenty woting for SEC Panel members, thes waudd rab Bo Do Case 4%
(for cxample) there would be four "Large supphes” and only one "Smail supphor” S2ats. The "ore vobe por
rorparate groug” approach would thevefore givie oqual Wit o vates walhun, but rat betveen,

constiiuenoes,
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| We nate that the conswltabon propases a term of office of 1-2 years for SEC Pancl members We
sugest that @ 1-yoar term 15 unnecessarly short, and note that 2 years s tha narmal term of office
under most existirng codes, The admirstrative effort (fee candidates, voting PHTEs and the Code
administratar) in conduching a Panel election is not insignificant, and requinng this to b undertaken
pach yoar offers no abhows benefits to Partics.

The carsultation alsa prepases that there should be “a mechansm in place for ensuring that nat all
members change at the same time”. We are unsure as 1o the penefits and practicalites of this,
| particularly of the term of office 15 to be ore year. We note that tha nermal approach under cxisting
coces 15 that all members have the same term of offce and retire automatically at the end of this torm
{ratwithstanding their nght te stand for re-clecbon),

One way that consistency can be maintained acrows any change of Pangl 1S Lo ensurc that thi
appointment cf the Chair and Lhe appoantment of the Code Administrator shoutld nat coinode with a |
change in Parel, This way, key knowiedge s relained by the two for the benefit of adwsing the Paned if |

a fully new sat of members «& returmed,

Question 33: Do you agree with the proposed rules in respect of proceedings and decision
making at SEC Panal mectings?

Yes, these appear appropriate and consistent with ather codes,

Question 34: Which of the two options for remuneration of panel members do you prefer, !
and why? In particular which of these options do you believe would be most aligned with
each of the eptions for the panel to be either an independent or a representative body as a
whole?

1f SEC Panel members are requered to act impartially, then it is appropnate that they are remunerated
for their reasonabie travel and accommedaton expenses in attending Panel meaetings. This 15 consis1ent
velht the BSC's provamons, and 15 alsa in the process of being adapted by the CUSC. However, if Panad
mrombers wene to act on behalt of their indnadual companies or for constituercios then we behove it
wawdd be mappropnate for all SEC Partios 10 collectienly fund each Panel member's expenses.

The other opticn suggested in the consultaban s that SEC Pancl members receive some form of
payment (and patentally benclits) for acting &% a Pansl member, over and above their reasanable costs
and exponses, \We are not sure how this would be managed, thus approach seems inconstent veith L
approach taken wndor most existing codes. However, the BSC does altaw for "independent” {nan industry
elecked ) Panal maemibers (o be pad
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should be contracted through the DCC or through a SECCo?

| W have consistently propescd that the DOC shauld be the cantract vizhicle throwgh which the seraces

| described undar the SEC should be managed. The addibonal cost and administratson required o create a |

| special purpose vehicle for oo parboular service required under the SEC 5 unnecessary. There would i
appear to be na dear benefit to establishing a special purpase vehicde goven the S5EC wiould Clearly set I
gut the process for the appointment, abligations, nghts and actrities for the services that support b
Panel in delivesing the SEC. In thes way Costs associaled with these sendices, as budgeted for and agresd
by the Panel, can ba dealt with alongside the DCC charging regime without the need for Scparate
imveecang and payment arrangemeants.

| We have peeviausly stated that we believe the SEC should retan the oplion Tor the DCC to deliver such

| services, where it s effioent Tor it to do sa. This may be of particular use if the Panal 5 not establshed |

| until after the DCC s awarded a5 this will aliaw DCC ta establish support ta the Panel until the Pand '
makes its own appaintment and recover the costs of thase services. The aiternative may be that DECC
has 1o Fulfil that rese, although & s nat clear how casts would be recoverdd.

' Question 36: If a SECCo was established what should its funding arrangements, legal I
i structure, ewnership and constitutional arrangements be?

| We refer to the response to question 15, We cen na benefit inestablishing 3 special purpose vizhicle,

5 simpiy to deliver thes particular clement of the senvices requered urder the SEC. The Programima can
therofore save industry the costs and time of creabng additional compleaty Hwcugh ancthar new legal
prlity with its assooated structure, ocwnersnip, funding arrangements and constitutian,

QI.IESﬁEII'I 37: Do you havn any -ﬂm on l:h: proposals r:gard[ng which parties shnuld I::

entitled to ralse SEC modification proposals?

The propasals appear appropriate and in ine wath other codas,

The consultaban iyites views on e imted cireumstances inowhich the SEC Paned snould be abie [0 |
rallectively raise modificatsan propesals. Under the B3C, the B5C Pancl o5 able to raso a Madhcathicn |
Proposal n the Toliavang orcumstances (52l cut in BSC F2.1.10d}):

a  Upon the recommandation of some {but pot ally of ils Paned supcommitioes; O

«  Upen the recommerdaton of the Code Admenistrator
Ta progress consequential BSC changes 2nsing from a change to another Core Industry
Docurnent or to the STC;

SEC corvwittathion ELEXDM Bempaans
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Where the Code Administrater becomes aware of a change in croumstances affecting !
thi feasibilty or cost of implemensng an approved modif Cation peoposal;

To rectify manifest orroes, or 1o comect minor inconsistenoes, tn the B5C;

To support 1he Introduction of the Euro as a lawful UK currency; ar

Where the Code Administrator recommends tha raisang of a medificaton proposal which,
in e Code Administrator's coinen, would better facilitate the achsewement af

Apphcable BSC Objective fd)" {the equivalent of the propesed sisth Relevant SEC

Cbective]).

Thess rules work well, However, the restrctan 1 certan Panel commillées maeans that it can b
difficult to find a Party to raise changes recommended by other techngal subcommittoes o ‘pre-changs”
Workgroups wheee there is no direct benefit to that indivicual Party, A veder atilily for the Parel to
raise a modification proposal on the recommendation of any subgroup (induding ‘pre-change’
workgroups) could therefore be beneficial,

Question 38: Do you have any comments on the proposed standard progression paths for !
different categories of modification?

| We assume that this questian refers o the proposed "Authonty -directed’, *Authority approval” and Self-
goverrance” progressan paths, We agree that these paths are in ine with the concluzons af Qfgems
GerCr Nance Review.

Question 39: Do you have any comments on proposed criteria that the panel would apply to |
 judge whether a proposal is non-material and so to determine which path should be
i followed?

Tru-: propased self-gavernance cntedia are similar to those used by other codes. Our cxpenence of

[ m..,qrns.q.ng sell-gaovernanoe moddicatson proposats under the BSC is that "unhkely to have a matenal

[ oo™ is a subjective and redabee Cntenon wihiich can be interpreted differently by different Parties.
Hiwever, since the introducton of the self-govemance process to the B5C in December 2010, the BSC
Parl has successiuly progressed four sel-governance madifcaton proposals wSirg thise cnterid,
Therelore we believe the proposed citera can be managed by an industry Panel.

Question 40: Do you think it is for the panel or for the Au thority to decide whether a
modification proposal should be considered urgent and determine its timetable?

Wi rate that different industry codes offer differcnt modas in thes respect. Under the BSC, [he
Propaser, the Transmissign Company andfar the Code Adminstrator can recommend urgeicy The BSC
Pancl then makes a recommendation to the Authonty as to whether the modificaticn proposat shaould b
wrent, and the Authonty makes the final deasion (including approving or amending the wgent

‘Proerckinn oG ooy in the imalerers afion and acrministratan af e Gakannng and writhemert aTangemonis
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| tmetable propased by the Panel), We belawe that this model sets an expoctabion that urgency vall only

| b granted by exception far time-cntical issues requinng deiabon from the normal process, Since tha
Parel already has lexibdity to set the length of any wor karoup phase. Under the BSC, the Authanly has
the nght to object to any non-urgent Modfication proposal progression bmetable (BSC F1.4.3 and
F2.2.9): it 15 therefore appeopnate that for the SEC, the Authonty should approwe any urgent timetable
wesing the entena it has consistently appled across other o,

Question 41: Do you have any views on whether any non-standard modification rules and
procedures should apply to any particular parts of the SEC?

SEC Sutmidiary documents

We expect that the SEC will b2 supported by a swite of subsidiary documents that descnbe technacal
requirements or processes [or delivenng pbligations {o.g. SMETS, entry process redulrements and
farms). Cansideraton should be given to whether o lighter ‘modification’ (change process) i required 10
manage 1hese (a5 a mumum not requinng authonty approval, aliowang the Panel (or its Ccommittess)
full mghits to mise changes aganst therca). Arty such process should cantain the necrosary cormultaticn
and impact assessment to ensure such changes are rabustly developed and mieet the rebevant SEC
objectees. |

Matters refating to Secomty of DCC mirastructure

e nate in our response to question 43 that consideraticn needs ta be given to how to manage securily
mpacts. In parbcular, where there |5 8 Sequnty impact of a change which canrat be rritigated for

throwgh @ reazonable cost (or whefe the Secunty may be unreasonably compremised) there may recd 1o |
b moeme soet of veta on those changes. Such a veto could be peprrised by the SEC Panel, BEC, the

Authonty, DECC or whiewer 15 managing tho securiby govesnanoe under Smart.

Question 42: Do you agree with the proposal that responsibility for making final decisions I
or recommendations on SEC modification proposals should always rest with the SEC Panel
| and that this power should not be capable of delegation?

Tus would be consistent with the majoaty of cther industry co0es. As nated i your consultaticn, the
Panal would already be able o delegate the bulk of asseasment tasks to workgroups and delegating all
of its modifcation deoson-making pewers would sigrilicantly nancw it ol in SEC governance. To
Furthser delogate respans bility for "Modificabons would remoye SOmde of {he chacks and balancos 1hat the
Panal wauld brng to the profess

folemng to the proposals Wi make in respanse to question 41 foc a lighter change process for SEC
sybsidiary documents, we would suggest that the SEC Panel may delogate decsion-making o Pancd
subcommittoes to avoid averburdening the Pancl.  To address any challerge assodated with

SEC ik ibatan ELERCH R pons
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contentious changes, the SEC Parel could apply simular cntena to that uder the B5C, where the
decsion of committes must be unanimaows. Where unanimity is not reached then the decision 15
pocalated to the Panod,

Mormbers of Panel subcommuttees are hkety to be appainted by the Panal rather than clected by Parties,
Howewer any change should sbil have to prove that it achieves the appheable objactivies. IF any dhangs
; w5 significantly matenial this could still be addeessed diectly by the Pandd (althaugh amy rmaleriat

| obligatian/requirement should arquatdy be clearly set aut in the SEC wself and therefore require a

| ‘modification’ to be raised).

' Question 43: Are there any further matters relating to the modification process which you
would like to comment an?

Yes, we beliove the following arcas requere further consideration to ensuro the crid to erd changae
| PrOCESS 15 FODUISE

| Seewy
Further considerataon is required regarding how any assessment af secunty IMpacts may nfluence the

I
modification process. The Programme has yet to conclude on the secutity gavernance and the ralos ard
I responsibilities for SEC Users, Panel and the DCC. We have proviously shared some thinking an this wath

DECC in our thought pece.”

Secunty can be assessed alongside other impacts as part of the normal impact assossment process.
Inesatably, of there 5 an impact identfied there will be & cost of provdding assurance against or

mutigating for that risk, However, thero may be circumstances where the DOC {or any adwisony body, or
CESG) beleves the risk 5 ton great for the [CC to manage {particularly if st may compromuse the DCC as |
critical national infrastructure). In these orcumstances veoukd the SEC contain any spedial provisions that
would aliaw for DCC (or another body, e.q. the Authanty or DECC) to veto a change® Tn these
crCUMstances it may be necessary Lo wato 3 change but it may nat be peudent (o idently the e<act
peasons for rejeching such a charge.

W see the interaction af ary actnaby of secunty adwsorsfgroups (whethor they be under SEC Parel,
CCC or government) and the change process to be o aritical one thal should be clearly understond by afl
Parties and i partcular the 0CC in advance of any system deveiapment,

Impiemenitation

The cansultation suggests that the SEC Panel will produce an implementaton tirretable for 2n appeoved
modification propasal (consistent with the appraved implementatsan data}, and that tha SEC Panel waill
be respansible far enseing that all implementation achons are pndertaken in ing with this umetabe.
W suggest that =ame of these responsbibties could be delegated to the Code Admirestrator, Fof

Yt e ele 00, o Uk wp- contentiuplnads) 201 1/10/Smart- Secuply-Govermande pf
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exaryiple, under the BSC the Code Administrates 15 responsble for produtng a proposed impiementaton
tmetabie to meat the implementation date ageeed by the pancl, The Code Adminestralor 15 350
respansible far ensunng that an appeoved modification is implemented in accordance vath this bmetable,
and far promgtly reporting any delay or issues to the panad (BSC F2.110.

[
[ Adaitionally tha implementation of change requites d@reful co-ardination betwesn DCC and indusiry, as

gystem changes need (o be tested, documentaticn updated and processes amended or defined. 1t
choutd bo elears how this wall be mananed the SEC Parel (we suggest wia the SEC Adrministrator ), |

| Confrguraton Management

It wall be necessary Lo ensure that SEC and systems documentation (and system softwarn) is mantaned
to facilitate the change process. Careful management af code and cede subsidiary documentatan i na
casy task, gesen the patenbial for numerous and often competing changes (o be rased, progressed or |
| awaiting to be impiemented, The SEC will need to establish dhear obligations an the responsibslivy Tor
canfiguratian management actvity and the 5EC Paned may need to consider whether it (or 1he SEC
Administrates] shautd retain kegal and techrucal experts to pravide consstent drafting for code changés. |

Altocation of rofes and responsitnitres

The changes process will need to be managed carelidly te ensure 1Re most effient cutcome, Whilst the

consultation highlights certai activties that showid be undestaken by the Code Adaunistrator {drafung
| and presenting reparts), there ane cther actoitios that could fall unta the SEC Adrmirustrator, Whilst the
Pancl should retain the Nexinilty to manage te process as they see Tit, it may be warth setting cut tha
addibanal activities required and set an cxpectabion that the SEC Administratos 15 likely to b
undertaking a ‘thick’ ar ‘then” role. For prample should the SEC Administrator be requared Lo act as
indeperdent chair for the groups, wall they be requirned to underlake cost henefit analysas, will ey
urdertake legal drafting o technicat drafting for the changes?

= pp il I.r‘- 'l."_'.l_'-'

m 1
QHuﬂun 44 Dn you agrae that ﬂm SEC should pla:u ﬂertain n»htipatinns on the SEC Panel
' and, possibly, SEC Parties with regard to the production, provision and publication of

| certnln information and reports? If so, what do you believe these should be? |

et

Feoomy

| ¥en, there are obligatans relatng to repertng in almast all industry Codes, It may be prudent fa lst any

| standasd reparts and data {infermatian) provison regu rements separately in the Code of @ subsicdiary
document, 1t would 350 be necessary to set out who should be entitled Lo those repots and whoether
peports can bem the public demain or are subject [0 any confdentality provisons, Tymoal repobng is

sy $o inciude
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Modification Reports

A wenes of documents that meet the ditferent nepds of the change process including; medifation

| reports, consultation documents, impact assessments, Cost benefit analysis, monthly progross repons, |
urgency bmetables, release schedules, ‘pre-change” disCussan reparts, The BSc goos as far as
doseribeng what should, as a manimum, be contairaed within thase repans.

Paney reports |
Panel B Commuttes minutes and actions, Committes reparts to the Paned, SEC Panel annual repart, DCC !
serace performance reports, SEC Stratedy and Budgel, Credit monitonng reports, Pancl esection
putcoees, Entry Process outcome reports, Assurance & compliance repods, AccossionExt reparts flist

af SEC Parties), SEC Code reviews (of obliged Lo undertake perocic Feviews al the SEC), procurement

approach, Registration reports

Code Adminvstrator reporting
i The Code Adrmrestrator shaukd publish reparts identifying ils performance 233Nt b G
| Administrater Code of Practice.

Party Reporting obfigations

There should be a general abtigation on Parties to assist the Panal/Code Admunistrates by providing

| information necessany ta help them delver the SEC, upon Feuest,
[
| Report produchion & Management

Any roport production wiich s the respansibdity of the Panel, may B best delrvered through Lre Coda
Admirvsteator Secretarat,

H_. o -+ o g R
l E mé , T’“ﬁ-
Question 45: Are there any partiuﬁar areas of risk that you belleve should be a.ddrnsud by |
appropriate compliance/assurance techniques under the SEC?

W w believe that a comphiance/assurance framework 5 an cecellent feature of any ne |
: arrangerl-EnLr The ke 2reas of risk entified before go-lve might not be the same a5 those
| oneountered onoe the SEC is in operation. Therefore, such a regime can be applicd Tles by by the SEC
Panel to any nek that matenahses to prosad 3 bettor lewel of assurdance (o partsts,

The absence of a comphancafassurance framawoak 15 [ikpdy to bead to signifiant constraints on the SEC

Paned to address weues a5 they anse, This could lead to mirar complications in operating the now [
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arrangements, o at worst, a breakdawn in arrangements if there 15 no way to dentify issues and seek

the nght to rectify, The altermative to establishing 2 flexible reqime at the cutsel is the development of a
| pieceneal 3ppeoach, poobably through targeted micdificatans, This is nat wory cost effective.

In the parly days such a rogime may estend to conducting checks on a Party's Systems and processes 10

| ansure they maet the angong requiréments when such systems are changed. There may be risks

refated o faulty motering equipment that emenge after a period of operatan, despde passing imtial
compliance tostireg, Thene m:;-,.r be a nend to conduct periodic audits on how third Partics are malmtaining |

recogds fer which meteEnng systems thoy have Conumer pefmessaon 10 acoshh,

Wi have soen with the BSC that the ssues consdered mast important wail change over Lime a5 the

arrangemernts bed in,

Overfap wi'lh exrSTNG IS3UTIANCE regqimes

The BSC Assurance regime 15 designed to assure the full ‘meter to bank’ process and contans a swite of
techniques that are designed to be 'Preventative, Detective o Corrective’ in nature. We have previously
chared with DECC the followang deagram which highbghts the BSC assurance framework and where
similar techriques (shawn in bfue), could apply under a SEC Regims [althowsgh the Tull SEC regime has

I yot to be dofined so this o dlustratnee),
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| |
! Developed in sctation, an SEC assurance framewcrk would probably have arcas of overlap with BSC
ARsUrANce protesses, S0 there weuld necd to be consideration of how these would fit together, This
eeuld lead to clements besng remaved from, or added to, the BSC assurance regime.

We need accurate metered data for settlement purposes = any related activibes govermed by the SEC
ehouid net compromise this. An inappropriate level of assurance cowid allect the intogrty of settioment,

Ary performance standards introduced under the SEC might nat be aligned with related BSC standards,
| Alsa, @ demanding SEC complaance target might dovert SUppaers’ resiurces from ersunng complance
with the BSC. & careful balance therefore needs Lo be struck
The BEC addresses the ssue of conflicting obligations between different codes. For BSC/Grid Code
conflicts, na Party 15 hable under ane Code if it (s Com plying with o conflicting obligation in the ollr
Eode. The relationshep with the MRA s shightly different in that the Prionty Pravisions (an MRA term)
take precedence over conflicting B3C obligations, There may nead to be sirklar provimons in the SEC |

related ta other codes,
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Consultation Response

As 1he BSC dinputes process rodes on aocurate metering, there will need to be dear working
arrangements between any dspute processes uncer e SEC and the BSC. As a munmum, if &5 critical
that the BSC Panel and ibs committees can access information from metering systems, where there s a
perceaed impact on Settlement.

We note the reference to liquidated damages. 1t s impestant that, where a iguidated damage 15
identilied, this does nat intreduce double charging acress different codes.

Suppiver off Last Resort

.
| Althaugh ot directly appropriate under Lhs queston, there is a Turther area where the SEC wall med to
i pravide ‘assurarce’ to the market, The cxsting codes have had to be adapted over the yedrs 10 accaumt
! far realiocating abiities and cbligations ansing from estreme events of supplier failure, In the event of
[ a supplier failure a sale may be agreed, howover I SOMHE CICUmstances Qfgem may noed to reallocate
| customers to cther suppliers, In gither event the SEC must ensuee it5 rules and processes can robustly
addross the transfer in responsibility and allocation of charges ard not override the requirements of

CLNEF Lo,

i Question 46: Do you have any views on the most appropriate governance arrangements for
| any compliance/assurance frameweork under the SEC?

You, wo believe that a contralised comphance/assurance framework, ensheired im the SEC will provde

| the maost robust pratection for SEC Parties, If the assurance is fragmented it wall beceme more difficult
: far the SEC Panel to have proper oversgnt of the arrangements and to be able o act to address non

| comphances and issues (loe cxample it would be inappropnata if lower leved noo compliarce gould oaly
e addressed by the Authonty under hcence obhigation).

This complance/assurance Tramowork must be brought tegether under the SEC ard work in conjurscian

with other governance (e.g. change process and secunty),

A comiphance/assurance regime must be abée to be flexed by the SEC Panel and have 3 suite of toals at
its disposal 1o manage a range af nan comphances bascd on the matenality of thase non compHianoes
2nd the eHect on other SEC Partses (and whmately cansumers), The atternateee wosld probably be the
introdusction of sories of technigues on a pecemeal bass to address ssues after they Rave ansen,

through the Modificabon process, This swould D2 an mefhioent cutoome.

we would be happy to discuss the desgn of the Assurance framework that i appled to nsks 10 Lhe

‘meter [ bank' process managed wnder the BSC

LT sl atic FLE a8 R paanisay
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| Question 47: Do you have views on the options for the creation and enforcement of

| liabilities between the DCC and service users described in this chapter?
|

We have no strong views on the enforcement of labites but share the feflewing with regards to baw
this warks under the BSC, In general, BSC Parbes cannot bring claims aqainst B3CCo, howewer Caims

| can be broughit against BSSCo for acticnable breaches — whone ane Party haas peen wnfacrky and

| parhcularly peejudiced by a breach, Claims have ta be aver £50,000 but the total ameunt payable m a

| year is capped at £3 miltion, I such a cause was included in the SEC it shauld sensibly indude a cap ta
it SEC Parties” habdibes (includag GCC),

Wiger impacts of mottiple Habhties across codes

Licensed Parties will be exposed to additional financal risk because of new Habilities under the SEC
Pernaps B5C Parties (ard other code signatories) would seck to reduce their levels of Credit Cover in
oeder to keep their overall labilibes across all codes to an appropelate level? Lawer levels of Credit Cover

could, in turp, increase the possiblity of Parties entering Credit Cefault.

| Question 48: Do you agree that there should be a cap on liability for specific types of breach
| between the DCC and service users (including security breaches and physical damage). If

[
| 50, what do you believe the appropriate level of these caps to be?

You wit believe lahilities shauld be capped but 09 not have a wiew on the size of the cap.

Question 49; Are there any other specific types of liability between the DCC and service
users that should be addressed in the SEC? If s0, how should these be treated?

WWe are not aware of any other speahc types of hability.

Question 50: Do you have views on the options for the creation and enforcement of
obligations and liabilities between SEC Parties (excluding the DCC) described in this
chapter?

Mo

Question 51: In your view, do any of the potential matters between parties described in this
chapter {or any other such matters that you are aware of) merit the inclusion of obligations
or liabllities that are directly enforceable between parties under the SEC?

[EE3YON
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Question 52: Do you agree that it would generally be preferable to enforce party obligations
=centrally”, for example through an appropriate compliance or assurance framework under
the SEC?

| Yes, see the response to questions 45 and 46,

Question 53: Are there any scenarios where you believe that it would be appropriate to
allow for cost recovery between parties under the SEC? If so, what form should these
| arrangements take?

We are nat aware af any scenanios o allow for cast recovery between partics erder tre SEC.
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Question 54: What types of dispute do you believe might arise under the SEL‘?
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We agree that, in prinaple, the SEC could address disputes refated to financsal losses assooated with
fadures aganst obligabons wunger the SEC (whethes they be techrucal, commernal or a falure of defined
processes). It would be prudent to establish a imit for costs of dsputes or te the process to defined

cnteria against which disputes can be r@ased,

Question 55: Do you agree with the proposed framework for resolving various different ;
categories of dispute, as outlined in this chapter?

Thie consultation describes a number of mechamsms that could be ulifisod o address dizputos. W
would agree that where these ean be addressed biaterally or without the meed to ineolve formal
processes, thes should be done, Addtionally, Talures against phhigations may be addressed through the
wador assurance framewoek or a hqudated camage, in which case this may protulst the use of a farmal
plaspute mechanism,

| 1t s sensible to at least pravide for a dispute progess in the SEC, such that Parties havie a channal to

address issues valhout the neoed to resert ta itgation. In estaldiszhing sich a regime it is impertant to

put in place critera and rules arawnd o dipule process which may inciude!

L]

Reghts b pdese
« Burden of proof assocated waith dentifying perceived nan comphance

s Patental Wreshalds of associated matenality befone o dispute can be raiscd

SEC eorrllanion FLENON Forgars
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Whithdrawal mechaniams
| = Coafidenbalty peovisions
«  Rights for representabaon

= Boctificabicn prondsons
|
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Consultation Response

Thete are a number of ‘depute tesolution” procedures under the B5C. These are listed below and,

although this might ook unwieldy ard expensive ta manage, only Trading Disputes’ are rased with any

frequency. Trading disputes are heard by a Panel committee (Lthe Trading Disputes Commutbes (TOC),

with the Panel aching as the appeal body for TDC deasions,  TOC members ane drawn from industry

nominations, appraved by Parel.

Procedure Humber raised | Ruling body
since go-live
(2001)
Tradiri Disputes 467 TOC {can be escalated to Paned Lhen

arbitration)

Manifest Ermars EF.

TDC

Soction Q8 Compensabon Claims 11
(compensaticn for gutagoes)

QB Committee {same membership as TOC)

Warm Homes Reconcilhation tvono to date WHRD 1_’:uu:|n1n1|1'[r_'\v'_l feame membership as
Disputes TDC)

supplier Charge Querics i PR

Past Motification Errods 45 PHE Committer {debandaed)

Black Start ard Fuel Secunby
Claims

fone $a date

Claims Commities (will B2 formed in the
event of a Caim)

Geoneral deputes not cavered by 3
desigrated process

Mone to date

Elactroty Arbstraticn Assaciation

Third Parly Claime

Mone to date

Same court &5 the original legal proceedings

Wi hawn found tsat, irrespective af whicther a dispute s upheid o not, a number of disputes have ied 1o

Partics raising subsequent madifications to the BSC 1o provide clanty 10 processes or comect miarufest

orrees Ln the last few yoars the TORC has obtained the nght ta reccmiend that the Pardl raizes a

medification diue ta its unsque pastion In assessng patentsal uncertainty in the BSC rules.

BEC ronsitatan
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— Consultation Response

| D¥sputes under the SEC?
Wi suggest a angle sub-committes shoutd be capable of ruling an ditferent types of dispute altbaugh it
might rat be feamble for ooe sub-committes to rule on all bypes of teehmical despute under the SEC.

The consullatsan refers ta dsputes sub-committoes dealing with certan technical disputes and

[ requlatory/competitive matters being referred to the Authonty. Other disputes would, after attemats Lo
resedve usng qood faith or mediation, go to artxtraton, Arbxtration could patentially be a costly and
bime-consuming process, [F there is likely to be a high number of a particular nan-technical disputes
there would bo ment in kaving a specific process and committee ta rule on them, instead of refernng all

cases to arksdratian,

Interaction between BSC and SEC dispotes?

We believe, a5 a gercral prnaple, 3 particuiar issue shauld only be dsputable under one process and |
one mdustry cade — although a decison made under one code might have relevance under anather |
code, There may well be orcumstances however where a fadure to meet an oblgaton under the SEC,

I
causes 3 loss to ather Parbes and may have animpact foe Settiement. In this case there may be some |
interdopeendorce el een odos. i

For exarmple, under the MRA, retrospoctee changes o suppher Volume Alocabion Metenng registralion
data cannot be made further back than 14 months without an upheld Tradng Dispute under the BSC.
Therefore, any SEC dispule which has the potential to affect settlement data (particularty if it affocts
ata beyard the point that Settlement has completed ) should be coordinated with the BSC disputes
processes of perhaps shauid only be deputable theough the BSC {depending on the tngger for the

; cisouted,

|
| There meght need Lo be estra provisions cxphotly stating that certan iS50es cannot be raised a5 Trading

| Disputes under the B5C, even if they would have the patential to affect Trading Charges. For example at
f present no Trading Dispute can be ralsed in relation to whether a supplier 15 wrongly recoedad as the |
| Regestrant of an SWA Metenng System,

! Erectrnicaty Arthratron Assooanon

| The proposals include the petential to use an arftration seraoe, usng the esample of the EleCtnoty
Arbstration Association. The EAS is funded by ELEXON (despte currently being used Lo resalve non-BSC

| issues, althauah the costs imvalved inany given arbitrabion are paid by the pates invohved in the case,
If the EAA 5 used t0 rosalvi SEC msues it wiould make sense to appotbion the funding coals across the

e COdes,
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Question 56: Do you have any views on the suggested framework for dlﬂ'ﬂnn with defaults
under the SEC, Endudlng the events, consequences and procedures described? In particular,
do you agree with the proposed role for the SEC Panel and have any view on what SEC
rights or services it would be appropriate to suspend in the event of a default?

The categones of default are very simidar to those in the BSC, mirroring those descnbed in Section H of
ihe BSLC,

|

: Appifcation of credit arrangements

| The eonsultation contains propesals foe the use of credit arrangements to mutigate against financial

| defaults. We have operated credit arrangements for many years snder the BSC and wiuld note that the

| credit rules need ta be carefudly constructed (o avoid any 'gaming” by Parties (Parties wall operate at the
fringe af the credit arrangements which can oreate a bat of work for the Panel and monitoring body,
Parties have been known to withdeaw thelr credit just in advance of thewr business failng). The credi

Fepme nedds to:

e Ensure sufficient credit in place and hayve robust contrals to prevent the credit being withdrawn
keaving the market expesed (recogrising this needs 1o be balanced aganst ensunng smiall

players can sain e Market);

«  Wark im parallel with mechanisms toimtiate a winding up crdes ausing oither a guscker
! tevecatan of the bicences or Authonty intervention o address extremd cases; and

| «  Adopt any arrargements emerging from current discussions regarding managing [rg Enargy
| industry participant failure Service Providers.

Cross Code Impacts of Defauiting Hoensed Parties

A party being in default foe firancial dfficultics under the SEC might be an indicator that o BSC (and
obher industry codes) cefault s mminenl. |
Were a party (for example hcensed electricity supplior) 10 be cepelled from the SEC, then it would be [
unable to meet cortain chligabons under the BSC. Suspension of certan nghts of the defaulting party

coigld haveo simular ConSequanes.
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Questiun 57: Do you agree with the proposed rules and procedures governing withdrawal

CEC coninastanibn [ LDt B poniss
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E—" Consultation Response

and expulsion from the SEC described in this chapter?

¥es, the rules and procedures seem sensble,

| We note that under the BSC no timeframes are set for natfication of Party withdrawal, ELEXON normally |
notifies ather Partes via a arcular the day before a vathdrawal. After withdrawal BSC Parties are suill
lable for any charges asscoated with recancil:ation runs and Estra Settlement Delerminations {this is |
typically for 14 menths but may be up ta 28 menths). We would expect SEC Parlies 1o have resodved
their liabulitios muech quicker urder the SEC redgime.

Qu:sunn 58: In :ddil:lun to ﬂm prnp-nsah above rulntlng to the S\Inﬂﬂﬂlﬂ intellectual [
property provisions to be included in the SEC, are there any other intellectual property
provisions which should be considered for inclusion within the SEC?

We believe there is a nieed for clanty argund work dane in relation to non mandateey senaces. The IR |
any wark carned out by or on behalf of the BCC in relaticn to nen marndatory services should remsain
wvested 1 the DCC, However an outgoing DCC may wish to be enbitled to retain the nght to use [PR for

i o mandatony senndes?

- Question 59: What lnfnﬂnnuun should be classified as confidential under the SEC?

We sugest the follaweng types of information shauid be eanfidential {restrcted) uncer the SEC
s Commoeraal agresments for rdw Semnvices
»  Entry Process {untl Party has qualified} [
o Ewit {untl immedhately pnar to Ext)
s Assurance becaches (e, non comphancas), unkl S.Ch firme as naming 15 appropriate

o Credit positions and eredit gefacits (uBnlil Such Time as rdimirdg 15 Recessary, dectatod by the
SEC)

e Monutes and Actions from closed sessions the Panel or Paned commithee meetings

Question 60: How should a balance be struck between transparency and data publication
' under the SEC, whilst maintaining confidentiality? |

SLL cunm AT CLEXCFd Respona m
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g Consultation Response

The DCC should respect the commernal confidentiality of SEC parbes and keep all thungs defined as
confdential in the SEC secure, & other material should be made available, throwgh appropriate
communicatan channels (50 long as doing %0 doos nat incur disproportionate oosts).

i i e T e

-

Question 61: Please detail those events which you believe would warrant th: rume majnurn
: provisions being exercised and indicate who should declare a force majeure event.

As the SEC pertains to governance around smart meters, the communications infrastructure and
sopvicesobligatons for SEC Parties then the following things shoudd be considered:

= Force majeure to cover situations that affect the DCC Services (e.g. collecton of meter readings, |
configuration services 1o different users, plus obigations an Parties that i turno rely oo thase
EETWICES)

= Requirements for the DEC (and service providers) to have robust busness continuity plans in

place
«  Provisions to deal with widespread loss of power supply (Black Start), civl emergenaes and fucd

SOCLNITY SCENEN05
« Consequences ansing from force majewre of services proveded to OCC (2., provisian cf metcr

registratran nformation)
The fallewing references may be wseful for companison: Section 5 af the BSC defines a number of
cronancs wnder whech fosoe majeure may be declared. Section G of the BSC descnbes olher conbingent

events that affect the electnioly market amrangomenls,

Question 62: Please provide your thoughts on the proposal that the SEC should define a set |
of contingency business process arrangements and associated service levels/obligations
which will apply In the event of a major service failure.

The SEC shou'd set gut the nghits and obligations {or cxemptran from those nghts and obligaticns) that
would oocur in the evont of Torce mapeure for all Parbies to the SEC, whether these apply to DCC or
othor sagnatones.

Wi would expect the DEC Licence and 1S contracts with it service peoviders to contasn provisons
H:'I.Jilr:-g to farce ma]n:'urt‘ and bum ness continuty,
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' Quustlnn 53 Flease prmlid& your cnmm:nts on u'm prapmls outlined far the (1] hﬂnﬂcr
[ .'md whether there are any other specific provisions that you suggest need to be cowered
I within the SEC, in addition to the proposed novation agreement for the SEC,
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We agree that there should be the ebligation on the esisting DCC to have @ handaver plan, 1o retain any
obligaticns far the term of 15 heence and 1o assst with an orderly handaver, The axasbing DCC shauld
novate all relevant contracts acress to thie mcoming DCC, There may alsa be potental TUPE

| arrangements that need to be consdered.
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