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Dear Sir or Madam

Smart Metering Implementation - Consultation on the Smart Energy Code

Thank you for this oppedtunity o respond to your consultation cn proposals for a Smart
Energy Code {SEC)

We are supportive of the pnnciple of establishing such a coda and find curselves Braadly in
agreement with the proposals set out in the Government's consultaton document. Howewer,
there are some points on which we would offer an a'ternalive view, whsch have we st out in
an annex o this kether .

Smart Melenng Implementabon will involve significant resources on the parl of etecincity
distribuiors ard we wall fully engage with Ofgem as part of the forthaaming “RIO EDY° pnce
contral review io ensure that we are able 1o recover the reasonable costs incurred

Should wou wish to discuss any aspect of cur responsa or the matters raised, please do not
hesitate o conlact mys

Yours sincerely

At



Altachment - 5P Energy Notworks response to Consultation on the Smart Energy
Code

Question &: Do you agree with the process proposed for accession and the accession
time lmit?

As a nabwork cperaton, wo beliowe we ane a koy party who will require accession to the SEC,
however it is likely that within the first six months of DCC go-ive, such a low volume of
rrebers will beonstalled thal DNOs will st be in the process of developing the appropriaba
systems io manage the data. It would be reasonable 1o expect network operators not to be
making use of the data for a penod of tme as the roll oul establishes itsell. 1§ would soem
approprate that a time limdt is impased but would suggest 12 or 18 months s more
reasonabla from DCC go-live

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

Yo,

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?

In our view, the company and legal informatan to ba provided need not extend beyond name
and address, details of mcorporation (1o include company registration number and any VAT
registration number) and proof that the applicaton comes from an official signatory (a
directar) of the company

Wih regard to the prowision of financial information, we consider the pnncpal requrement (o
be the demanstrable mitigation of any risk of defaulting on payments to tha DCC. To satisfy
this, applcants could be asked ta place sums in escrow, but we believe that would this
approach would in practice be too onerous. Instead, wa would suggest imiting the
requiremient o the provision of suitable Letiers of Credit

Question 9: Do you agree that Government should not mandate a specific solution for
the DCC User Gateway and that Data Service Provider (D5P) bidders should be invited
to propose the solution which they consider to be the most effective (such proposals
could include the option of extending an existling industry network)?

We agrea that a specific DCG User Gateway soluton should not b2 mandated by the
Government, Instead, final selecbon should be based on the best available solution which
meats the medum and kong-term objectves af smart metenng aparation across Great
Britain

Flease sea our respanss (0 Queston 10, gutlining the selection critera againsl which each
salubion and associated bedder shaukd be consdared

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

We would anbopate thal the selection cnlena against which DSP bsdders and thesr proposed
User gateway solutions will be moasured wil include the following



. rofUsinass,
stabdity of underpinning technolcgies;
. timescales lar delvery,
performance,
' cost o serve,
. scalabihity / flexibility; and
. expeniance and track record of bidder in defvering simular salutions

Question 11: Do you agree with the proposed DCC usor enlry processes?

We broadly supporl the proposed approach [0 [he user emiry processes, as outhned in the
consultation document Howaver, we believe [hal considerable development werk 5 ab8 required
1o develop these bas< princples inls a detailed process that is fi1 for purpose

Security

We recognisa that robust secunty measures will be of paramount impariance However,
further darificaton is required as to whethar parties will be required ta be certified or
demonstrate compliance to standards such as 150 27001

DCC Interfaces
Approval of individual user interfaces wall require a mgorous tesbng and accreditabon regime

which is yel o be formaised

Question 12: Do you agree with the proposed rights and obligations relating to smart
metering system enrolment set out in this chapler? Please provide your views.

As a distnbution natwork operator, we believe that it would also be appropriate for netwark
operatars to be notified when a smart meter has been installed or has beéen removed as in
many instances tha DNO is alerted to issues within the customers premise wheth may relate
ta the network assets supplying the customer or the mater itsell and visibilty of where a
smart meter is installed may help 1o address some of these ssues

Question 15 Do you agree with the three different types of eligibility to recoive core
communication services that have been proposed?

Yes, in parbcular we agree that the core communicaton sénaces should be available to the
relevant electicly disirdbulor or Qas transparar

* Question 24: Do you think that the proposed approach for DCC charging is
reasonable?

DCC establishment

We are cancarned at the suggesbon {Para 204) that the DCC will ba permitied 10 recharge
its intarnal costs to pariapants ahaad of go-lve. VWhile we would agree that costs directly
assocated with SEC administraban should be recoverable, we do not believe thal the casts
¢f establishing the DCC itse'f should ba barne by the market ahead of go-iive as this may
weaken incentives ta deliver on time. We would, therafore, strongly urge the Government to
reconsider its position on this 18is surely a prerequisita of the DCC Licenca award that
prospectnve apphcants demonstrata their financial stability, and that the successful DCC



apphcant ilsell enters inlo the contract with some element of nek and reward rather than tha
possibility that it is only the service providers which are subect o such requarements. Asa
regulaied business, we do not have existing allowances Io fund such costs

Precang

We continue to suppart the principla of ‘pastage-stamp’ pricing with regard ta the care
SEMVICE provision Io domeshc premises (Para 212}

Forecasting

Sothng the price for a yoar ahead will enable the DCC fo promote greater certainty in the market
Howewer, following the complation of roll out we would propose that setting of pricos i5 exfended
towards five years ahead. As a regulated business we require a longer term foracast for the
purposes of justitying costs 1o Ofgem

Compansation for beeach of SLAS
We nate that Paragraph 228 states 'in any event, it is proposod thal 3 users remedy in [he

event of DCC senvice falure will be a reduction in charges, and nal compensalon for
eoanamis lass thal a usar may suffer 85 8 resoll of such fadure '

Although not sinclly analogous, we alsa nole Ofcom's review of tha SLAs and SLGs imposed
on 'Openreach’ in 2008 , which proposed the allowing princples for compensation

. when agreed service levaels are nol mel, make provision for compensabon o be
made based on a pre-estimate of an average CP's loss,

£ ensure that CPs are entitled to make a claim for additional kass,
- pay compensalon on a per event basis;

* ensure that there are na caps on compensabon, and

. ensure that compensation payments are made proactively

Tre principles of Liguidated Damages (LDs), which have been based on a Genuing Pra-
estmate of Loss (GPol), are a long standing feature of the energy industry, LDs would offer
a direct performance incentve on the DCC that & more transparent 1o users and mare
effective than a simple reduchon in charges. Of course, it may be that the magnitude of tha
loss is koo small 1o justify such an approach, or that the cost of managing tha compensaton
process would outweigh the benefits. Mevertheless, of would seem sensibla 1o retan ha
opbon for LD in cases where such an approach can be shown to be approprate We would
generally prefor more commercial roules 1o compensaton, such as reduced charges in the
future — wa certainly would not expect to pay for @ service we did nat recenve in the past
However, the monopoly natura of the DCC service also demands that some backstop ba
pravided, to ensure that i cannot ba more cost effective for the DCC to simply accept lost
revenues than address problems, as cusiomers with smart meters expect tha assotiated

banehis lo be consistently delvered

Question 27: Do you agree with the proposed functions, powers and objectives of the
SEC pangl?

We broadly support the aliocation of functions, powers and objectives to the SEC Panel

However, while we consider if is appropnale thal the SEC Fanal oversees the pardormanca
of the Code Administrator, we are less persuaded thal the Panel should be respensible for its
appointrmant in tha first place; rather, we think this could be a function of the DCC, perhaps



with a Paned right of velo, Monetheless, we think if i reasonabla for the SEC Panel to
appoont its own Secretanat While, in principle, we have no real cbjection to the samsa entty
proveiding both administrabon and secretariat serdices, we also parcenve advantages in their
being quite separate, such as cbviabing conflicts of interest with regard to procurement elc

We are not parboularty persuaded as 1o the suitability of (Power K) placing an oblpgation on
thir SEC Panel to secure party compliance wath Authonty infesmatan requests. This is
because we think it unhkety that the Authanty will have any power to require such data from
unlicensed parties that meght acoada to the SEC.

We are also uncertain as 1o tha drafting of Power K, whach states. “Secunng the comphanca
of any SEC Party with any requirement 1o provide informaton about the operation of any of
the arrangements et oul in the SEC on the request of the Authority, and'or publishing swch
infarmation”, In parficular, we are not convinced that this is an appropriate use of ‘and’ar

Question 29; Do you agree that the proposed SEC Panel composition is appropriate?

WWe broadly agree with the proposed SEC Panel composition as st out in the censullabon
document We beleve that the electricty distnbulor representative and gas transporar
representatve should be appoinied through the Energy Nebwork Association 10 ensura that
they are acting on behall of all of its members. The EMA has had a good refatisnshep with
Clgem and DECC in praviding assistancs on these malters and the ENA is recognised in

this capacity of providing independent representations



