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Smart Metering Implementation Programme: Smart Energy Code

EDF Energy is one of the UK's largest energy companies with activibes throughout the
energy chain. Our interests include nuclear, coal and gas-fired electnaty generation,
rengwabiles, combined heat and power plants, and enefgy supply 1o end users. \We have
over frve milhon electricity and gas customer accounts in the UK, including residential and
business users,

W welcome the opportunity to respond to the Government's detalled policy proposals
governing the relatenship between the DCC and the users of its services under the Smart

Erergy Code,

We dare in general agreement with many of the proposals within the consultation and we note a
number of poste develapments, particularly around gavernance, accession and accreditation.
W would ke to reaffirrn our continued commitment (o the DCC being an essential component
of the Smart Metering archiecture. We consider that there s rek, that without the DCC baing
an the critical path, it is unhkely to be delivered in time for mass rollout or in worst case,
cancelled  As ahways, it 5 critical for further detail 1o be prowded as soon as passible in relation
to key olements of the Programme (mast importantly in relation to enrolment and adaption of
early meters). W loak farward ta further development of Government’s emerging thinking and
Consuttatson on these issUes

However, we have serious candermns over the Government’s recent proposals 1o reduce the scope
of services that the DCC will be expected to delver. We believe that those deosions will have
significant repercuss:ons, and may jeopardise the success of the programme. In the 2010 Smart
Metering Prospectus”, the scope of the DCC was defined clearly as:

Translation services: Providing a centralised service to ensure messages are translated to a
cansistent format and routed to authoqsed parties,

Scheduled data retrieval: Providing a service of co-ordinated data retneval, and

Secure communEations and access cantrol: Providing a secure GB-wide communications
networe and ensuring that access to meter data is only avalable to authorised parties

In our view, recent policy propasals are lkely to have the effect of reducing the minimum scope
of services as stated in the Prospectus. For example, the introduction of a ‘quarantine area’ to

fachtate early non-compliant installavons would increase the complexity of Translation Services,
feading to potentsal security risks that may jeopardise the delvery of 1he Programme. Therelore,

'amat Metenng mplersentation Programese: Communicalions Busieess Mode|
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EDF Erergy 15 strangly opposes to any form of nan-complant metering system being serviced by
the DCC, We believe this would lead 1o cost escalation, wath corresponding implications {or
affordabulity and delivery of a least cost solution for the consumer,

In addition, the proposed de-scoping of ‘message scheduling” places a significant burden on
edch DCC wser. This proposal s of considerable concern due to the lack of defined end-to-end
architecture and operating model, Maore importantly, the proposals would create a risk that the
BCC wall be unable to effectively manage its communications traffic, which would impact
operatonal core services and the ageration of the market as a whole. In accordance with the
programme plan for the DCC, all parties are now in advanced stages of design, which means
that significant policy changes will impact the partses’ ability to meet thesr obligations.

We are concerned that ‘access contral” is a1 rsk of being weakened as a consequence af this
consultation, It is wital that the DCC fully manages access control and secunity in order 1o ensure
trust. Thms must indlude access contral to the DCC for metenng agents, 1t is nat sufficient to
assume that Supplers can contractually restrict any appointed meter aperator from executing
certain service requests. For cxample, in many cases in the gas market, deemed contracts come
into force and Suppliers do not have a sufficent level of contral over their appainted agents.
Unless the DCC manages access control, agents wou'ld have the ability to dsable a significant
peopartion of the UK's homes, which clearly represents a matenal security risk 1o the
programme, We believe that a coherent approach 1o establishing trust and secunty 15 needed

In summary, wo reiterate our previously stated pasition that the BCC s a fundamental
component of the end-1o-end smart metening archmecture and must be delivered with the
previoudly defined minimum scope by Go Live. Failure to meet these requirements will lead 1o
escalation of costs and security nisks. Furthermore, we believe there 15 a case for DECC ta
consider bringing fonward the migratson of Registrations actinty to DCC Go Live as the
incremental costs of this significant development would be better achieved now, rather than
regpening the development in a few years time, This would mean that the DCC delivered would
ba fit for purpose, secure and developed in the most cost efficient manner.

Finally, EDF Energy does not suppart the Government's preferred solution to restrnct Meter Asset
Praviders (IMAP) fram directly accessing the DCC's senaces. We consider that the proposals
would have a material impact on the smart metening Impact Assessment, potentially reducing
net benefits by around £150m. Restrcting access wauld result in MAPs facing addiional risk
(due ta their reduced ability to track their assets), which they will either seek to price into meter
rentals andfar termination charges, or withdraw from providing a suitable funding arrangement

for the awsets.

Suppliers are currently negotiating contracts with meter asset providers and meter
operators for the provision of smart meter services based on alternative business models,
Restncting access to MAPs and Meter Operatads will have the consequence of restricting
inrovation in that market. We consider that Manufacturers and MAPs would be best
suted to remotely diagnose and solve companent faults in the now smart metering
ervranment, Preventing MAPs from accessing the meter will remove a cost-effective
means of rectifying faults, and may result in unnegessary meter replacernants.
Furthermore, we beheve that this could ultimately lead 1o an ineguitable marketplace that
risks falling to achieve the necessary funding reguired for roll out as MAPs may choose to
rule themselves out af the market
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QOur detailed responses are set out in the attachment 1o this letter. Should you wish to
discuss ~ af the issues rasad in gur resgonse o have any queries, please contact my
colleag.. N

Yaurs sincerely,

Head of Downstream Policy and Regulation
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Attachment
Smart Metering Implementation Programme: Smart Energy Code

EDF Energy's response to your questions

Chapter 3
Consultation questions: Participation in the SEC

Q.1. Please provide any comments that you have on the classification of party
categories under the SEC.

EDF Encrgy generally agrees with the 6 SEC Party categories descoribed in Chapter 3
though we consder that the category ‘other user’ should be specfied 1o provide darity of
the relevant parties and the roles they can perform e.g. scheme of access. The term “other
user' is a general and relatively vague group that may contain Energy Services Companies,
Metering Agents, Manufaciurers and Meter Asset Providers (MAPs)

Chapter 4
Consultation questions: Involvement of the Meter Services Community

Q.2. Are the requirements of both meter asset providers and meter operators
for access to smart metering systems adequately captured in this
consultation paper?

If not, please provide additional details of the requirements and why they

are required.

The requirements of both meter asset providers and meter operators for access 1o sman
metleing systems are adequately captured but the impact of thase requirements do nat
appear to have been evaluated fully.

EDF Encrgy da not support the Government's proposal ta restrict MAPs direct access to
the DCC for a number of reasons, particularly in respect of the potential impact of the
Gavernment's impact an the overall cost to serve, On the assumption that c£3.0bn of
costs will be incurred in providing a meter asset provider function, a risk adjusted 5% cost
nerease could therefore reduce the benefits of the smart meter pregramme by ¢£150m,

We beleve the sverall cost of cur proposals is below that figure, We also note:

1 It is acknowledged by all parties that the existing process which grees responsibil ity
1o the meter aperatars to disclose ta each oiker relevant MAP information has not
been as effectne as 11 should in certain areas. Therefore, the meter asset provider
will either seek to)

a. prce the nsk af net being able to identfy the supplier wsing that asset, thereby
ncreasing casts to serve to the customer; andie!,
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b.  require the supplier, which is the first user of that meter to provide an
indemnity that should the new energy suppher on a Change of Supplier not be
known then that Suppher should indemnify the meser asset pravider for loss of
assel rental

Both options increase either the cost of nisk of the provison of a smart meter to the

suppler and therefore the cusiomer,

Suppliers are currently negotiating contracts wath meter asset providers and meter
operatars for the provmion of smart meter services based on their busness models
and strategies for the provision of sernces 1o ther customers. This could result ina
number of different business medels being implemented with meter assot providers
impasing differing conditions for the operatien and maintenance of their assets
Therefare a supplier and its meter operator must know with certainty what those
conditions are to ensufe the acceptabifiity of the 1erms, otherwmse a suppler could be
forced to replace the asset with one provided by a MAP where those arrangements
have been agreed of incur @arly términation penalties

Meter Operatars are obliged to maintain a regrster of Meter Asset Providers and
data on the smart meter type and manufacturer of the assets fer which they are
contracted to service, Currently this data has to be transferred on change of
supplier while a central regaster of this standing data would be more efficient 1o
operate, We note currently gas Metenng Agents fail to pass this information an as
the requirement s not mandated in MAMCoP, This leaves the MAP unable 1o trace
115 onmeny A%%0T On Ehl..." M,

Unlike existing meters, smart meters are able (o be maintained and diagnostics
delnered either remotely or by attending to the meter by a field operator. The
lowest custamer cost to serve can only be achieved by ensuring that the installed
meter remains in operation for as long as possible. As Ofgem's stated strategy is to
increase customer churn to indrease competibon within the energy market, the MAP
vill have an enduring relationship with the meter manufacturer and not the energy
suppher of meter aperator. Therefore, the MAP has the maost interest in ensuring
that asset is operational for as long as possible so that it can offer a competitive cost
to serve. Consequently it could be best placed to remotely manage that meter and
extends its useful Ife, for example through firmware updates. The Government's
current proposals will require all supphiers and their meter operators to develop
commercial agreements with all manufacturers as assets churn into their customer
base.

Do you support the Government's preferred solution to implement a
simple variant 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?

ECF Energy beleves that Supphiers should have the chaige whether or net they imterface
with the DCC wia ther appointed Metering Agents (acoredited MAM or MAP) or wa their
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own interface. Indeed some Suppliers may wish to choose different metering agents in
different geographical areas or for different technical arrangements.

We believe it essental that any metering agent contracted to provide a remolte seevice
shou'd be reguired to accede to full SEC membership (having met all accreditation
reguirements) since they will have direct access to the DCC and metering system. These
parties need o be accountable for the cost and consequences of therr actons.

Supphers wishing to perform their own remote services should not have to rely an
contractual arrangements with their appointed MAM to ensure that remote access to the
metenng system is blocked. It s essential that access control s managed for all DCC users
and general security by the DCC. We must ensure that MAM access s permitted
exclusively for the services required by the Supplier and for which they are contracted to
prawnde that service

Q4. Should meter operators be given limited participation rights in SEC
governance under Options B or C, and if so what rights would be
apprapriate?

SEC membership shou'd be open ta those parties with the greatest capability to influence
the delivery of a value lead smart meter service proposition. However, we agree that
meter operaters are agents of Suppliers and the ultimate responsibehty remains wath them,

However, EDF Energy believes that meter operators shou'd be able to become SEC parties
s their own night. We are concerned that as Metenng Services Agents are not able to be
full SEC parties in respect of their extended obligation for the accreditation and
comphance of the metenng systems. We do not believe that all Supplers are sufficiently
guahfied to manage ths level of assurance. Secondly those Suppliers that do not wish to
contract with metening agents to perform all Supplier services will not be able 16 restrict
(other than by contract) these agents from accessing their metering system via the DCC.
EDF Energy considers this to be a security risk as any malicious intent or accidental actian
from an appointed agent could lead 1o unauthorised access to large numbers of meters.

Q.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?

EDF Energy fully understands the government's reguirements to keep change to a
mimnmum particularly given the delay in the smart meter programme timetable, However,
we do not consider that entering the MAP's details to the database to be maintained by
LCC to be too onerous. We are nat requesting that the DCC should track assets merely
note i1s owner along with the MPAN details. The proposal te consider the inglusian af
such detals at the intreduction of regstration services, up to three years after the
commencement of provision of services by the DCC, could give rse 10 details having to be
included in 1he database of ¢50% of the total number of smart meters to be installed.
Perversely this exercise will be all the more difficult if if & found that 1he proposed process
s nat functioning appropriately
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EDF Energy considess that it s also necessary to allow Meter Asset providers {MAPS) direct
access ta the DCC, as a SEC Party, under ther own SEC credentials. We believe that there
are new optimal business models that could be agreed where MAPs are contracted to
provide additional services and ongoing maintenance of metering systems mitigating thenr
own asset hife rsk and hence reducing their rental charges.

The exclusion of MAPs from the DCC could result in them besng restricted from offenng a
competitive alternatove 1o MAMs. Additionally, as the consultation describes, MAPs also
require access to DCC to be able to track ther assets. We believe that the inabdity of
MAPs to identify the responsble supplier has a direct impact an their risk premiums which
inevitably get passed on 10 the Supplier and to ultmately be picked up by the consumer.
Failure 1o maintain an asset register in the DCC will require the Industry 1o put in place
pxpensive alternatives. This would alsa impact the eperation of the market and lead to
delays in key processes such as Change of Suppher,

Chapter 5
Consultation Questions: Accession to the SEC

Q.6. Do you agree with the process proposed for accession and the accession
time limit?

EDF Energy agrees that the proposed simp'e process af accession to the SEC wall allow
parties ta join in the governance of the industry. We also agree that parties must then
accede to wse DCC seivices within s manths of accession and thus become a “{ull
member’. The 5EC Code Panel should be empowered to consider expelling parties for
failing to meet the accesson critena,  Clearly this must not be automatic as the SEC Panel
may not consider it best faciltates the applcable code objectves 1o do so for a new small
Suppber that was taking tme to start its business up, and could eas:ly endence this to
Panel; but ths power, if not automatic, & indeed consdered useful to prevent frivelows, or
even mischievous, SEC accession in ways of {or reasons that are hard to foreses.

Q.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?

EDF Erergy agrees that full accesson 1o the SEC {with accredtaton to use the DCC)
shiould allewe parties to participate in the {oliowing, as this is standard industry practice:

Fropose and be consulied on madifications 1o the SEC

Mominate candidates and vate in SEC Panel elections

Participate in warking groups establshed by the SEC Panel

Recewe information and repaorts that all SEC Parties are entitled to receive, and
Seek advice and support regarding accessing the DCC'S communication Sennces.

However, we believe that only full DCC users should be able ta raise modifications o the
code Wi also consider that it is necessary to identify the corporate entity that parties



accede so that new entrants can nat skew any vating usng multiple entities as different
3EC memoers

Ve suggest that SEC accessions are held at group level.

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

ECF Energy consoers that the following information should be provided on applcation:

Basic company details

Credd Report

Finangal Summary

Proposed Party / Parties

Estimated time required for DCC entry

Estimated volumes and services required from DCC to ersure that capacity is
avallable

Chapter &

Consultation questions: Establishing readiness to receive the DCC's
communication services

0Q.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 existing
industry network)?

EDF Energy agrees that, to ensure exped-ency of the DCC, the Data Services Prowder {DSF)
shauld be responsitle for provision of the DCC User Gateway (DUG). The DSP should
have the flexibility to contract this to a third party where ot s consdered that a third party
prowndes a better / cheaper solution that meets the reguirements

It wall be essental that the DUG offers open standards and the interface and message
format be governed by the SEC. This will avond large numbers of invalid flows and place
the responsbility for resohang errors to the palluting party

Q.10. Do you have any other comments on the Government's propoesals for the
DCC User Gateway?

We have no furthor comment to make about the DUG proposals other than recogrising
the need 1o develop a cost effective, efficient service that meets all of the requirements
We should not attempt to squeeze in an unsunable, unrékable, untested solution in just
because ot's cheap and available guickly,



Q.11. Do you agree with the proposed DCC user entry processes?

EOF Energy agrees with the reqguirements a SEC party will need to meet belore taking
DCC services:

Demanstrate that it has met the necessary security and privacy requirements
Demonstrate that it can commuricate effectvely with the BCC
Demanstrate that it 15 capable of executing the relevant rewy and amended
business processes, and

Provide any necessary finandial security.

In addition we believe that a party should prove that they are able to communicate with
olher SEC parties where applicanle.

We woulo ke to reiterate that Metering agents could be used by some partes as the
major interface to the DCC yet may not be required to directly accede to using the DCC.
some Supphers may choose to use many agents (geagraphically) 5o we must ensure that
each ane 15 accredited ta the same level as full SEC parties.

Chapter 7
Consultation questions: enrolling smart metering systems

Q.12. Do you agree with the proposed rights and obligations relating to smart
metering system enrolment set out in this chapter? Please provide your
Views,

ECF Energy generally supparts the propasals relating to smart metenng enralment.
However we are concerned abaut a number of points

1. It satal 1o ensure that the term “certain ernitena’ is <learly understood and aligned
1o the relovant assurance and accreditation regime,

2. The natification of Metering system devices to the DCC is performed at batch level
and not assgned to any particular premises algned wath the base-ned BPDG
[ OCESSE5

3. The DCC wali only notdy the relevant Supplher and Mebwors Cperator when a
system 15 available for communications services, The current wording suggests
that the DCC will be reguired to notify other SEC Parties (all) that a smart metering
system (by reference to s MPRNMPAN) has been enralled wath the DCC and s
available far commurigation services. We are strangly opposed to this suggestion,
If all SEC parties are nformed {va message or even access to a database), there s
& concern that multiple E5COs could use this as a markebing database and start
co'd calling customers to offer energy services W believe that this would cause
custamers concern leading to a negative public perception of the smart metering
programme and all the players within 11, As Suppliers wall be leading the rollout,
this negatwve perceplion would be unfairly aimed at us. Addtsonally we are
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concerned that customer cansent may of may not be gwven for marketing
purposes. The DCC s nat expected to hold this information so how would it be
dble to recognise which customers had provided consent ar not, This could lead
10 data protection ssues

Ve recommend that only the Supgheris), Ketworks Operaters and any party with an
ewisting relationship with that meter point, should be informed. It should not be made
widely availzble for others.

Additionally we believe that the DCC should provide communicatons coverage details for
the premises, where requested by the supplier, to ensure that WAN coverage and
technology & avalable im the area. Hence, abaried vists can be mimmised,

Q.13. Do you agree that the 5EC should require, as a condition of enralment,
that the supplier grants the right to the DCC to access its smart metering
system for specified purposes?

EDF Energy fully supports the requirement for Supplers to grant rights of meter access to
the DCC

We would ke to understand the implications of Suppliers supporting SM3s 10 their own
systems prior to DCC and whether or nat they will be obliged to enrgl them in the DCC,
Failure ta enrgl large volumes of metering systems could have a negative impact on the
DCC's ability to fully recaver its costs.

0Q.14. Do you agree with the proposed rights and obligations relating to smart
metering system withdrawal and replacement of devices?

EQOF Erergy supports the right of Suppliers to withdraw from the DCC solely when
referning ta decammessioning and rermaval of meter paints.

Howewver, wi do not suppaort the proposed nights for CC to withdraw meters via the ‘opt
out’ process suggested Tor non-domestic metering systems. The ability to ‘opt out’ has a
number of significant risks:

Caonsumers supphed by multiple Suppliers (e.q. for gas & electnoity) cannot be
supparied both in and out of the DCC

If a Metenng Services Provider (MSP) opts out, then a supplier will be unable to
recenve alarms, alerts and messages from the meter directly leading to a difay or at
warst non-receipt of the alarm.

Theft alarms may not reach the necessary Network or Suppher.

Consumeds will not be able to allow third parties {such as ESCOs) access to ther
custamer data,

SMETS wall not support more than one party to access ta the SMS. 5o if the
customer 15 supphed by separate gas and electricity supphers, they would bath have
1o opt out.

Essential firmware upgrades may nat reach the metenng system.

Mo secunty reguirements AT ALL have been defined for opted out supplers (apart
from those that apply automatically such as the Data Protectian Act)



Asite can currently opt owt, f it then became compromised (e.g. by a virws) and
then opt Dack in aga:n, it could potentially infect the DCC.
Extra processes will be required to accommodate the opt out as follows:
o Mecharisms ta frarmsfer sites in and out of DCC
o Mecharisms and processes requifed 1o communicate the opt aut decsian
to other parties
o Mechanism for rauting of alarms and messages to DNO and other
supplers
o Mechanism for routing readings 1o ather supplers
o Mechanism for alerting other parties to configuration changes such as
dsablementfenablement
Particutar problems wath this approach are:
o It does not address how an old party who 15 still enttled to data from ther
penod of appeiniment would access that data
o It does not address what would happen if one fuel opted out and the
oiher opted in
o It does not address how data is routed 1o and from various parties e.q. do
they access the hub directly or does the import supplier act as a pseudo-
DCC and access the metering system on everybody else’s behatf?
o It does not address how access control, secunty requirements or
camphance wall be enforced.

Chapter B

Consultation questions: Core and elective communication services

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

EDF Erergy agrees with the three different types of eligibility to receive core
CoOMmmunicatons services, nating that for Type A services, import and export access noeds
1o e provided 1o the relevant Suppliers,

Q.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?

We beleve that there s 3 comman scenano where a property can be supplied by a
separate gas and electricity suppler. However, we do believe that DECC are referning to
these in thes guestion,

We beliove that a different scenario exists in the electniaty market where two or more
impat suppliers, 1n redation to a single smart metering sysiem could exst, but it depends
on the definition of a smart metering system. In this example, a custorner has two
separate electriaily meters at his property, both are billed on the same bill accoun, but
wath differing taritfs and with two separate MPANs. One of the meters supphes their
rormal highting and power crcuns and the second meter registers their heating use

11
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supphied on an old preserved off peak tanff. Each meter has its own MPAN though they
should not be flagged as related in the Regstrations systems for settlement purposes
Hence, they can be traded independently. Of course, we are nat aware of situations that
exist 1oday where custamers have traded these MPANs with multiple suppliers, as we are
only aware of the MPANs that we supply and cannct confirm if other BMPANS exist  The
only way 1o obtain this information would be ta request 1 from all Registration Setvices as
they are the only parties that have an independent view of all MPANS, irespective of whe
the suppher s However, for this scenario we ¢an advise you that we da have
approximately 25 000 customer premises, where this scenang exists and hence could
feasibly be traded independently in the future

The above valid scenario, where the MPANs can be traded independently, should nat be
confused with another scenano where a custamer has two MPANs at a property, but
hnked 10 a single physical meter. These types of meters are usually covered by a single
tariff, unhike the above example, and record normal and heating load on the same meter.
These scenangs should be related in Registrations Systems as per the BSC and hence,
cannot be traded independently. There are a few instances of this scenario where two
meters can be fitted, typically in a three phase installation, where the heating load s
recorded on one meter and their normal load on the second meter, each with their own
MPAN and sl billed under one tariff. But ke the sngle meter version these MPANS,
should be related and cannot be traded independently, as per the BSC.

Q.17. Do you agree that amendments to the set of core communication services
should be subject to the standard SEC modification process?

EOF Erergy agrees that any amendments 10 the core communications services should be
subject to the standard SEC modification process as the impacts could be considerable to
certain parties using 1he affected service in volume. However, we da believe that any
code subsidiary documents such as the busness processes, dataflow catalogue etc should
be subject to a vanant modification process that is more appropriate for that level of
change

Q.18. Do you agree that SEC Parties should be able to request elective
communication services from DCC on either a bilateral or multilateral

basis?

EDF Encrgy agrees that SEC parties should be able to reguest elective services on eiher a
bilateral or multilateral basis, the terms and conditions of which should be confidential
(unless agreed beforehand) for a period of one year, This would provide those willing to
innavate, the chance 1o develop a new product independently. We would Lke to see a
mechanism that prawmdes seme comiort to the SEC panel that any elective service will nat
impact on the performance provided to core services. We suggest that a simple outhne of
the propasal, covering the basic message type (message of ¢command), the size, the cost
and the expected volumes should be mad available to the parel. The outhne needs to
cover the impact 10 both the DSP and C5Ps. It should hide the detail of the proposes and
wse of the message but provide some assurance that the DCC s consistent with its
charging policy for elective services.

12
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Q.19. Do you agree that the following SEC requirements associated with the
provision of core communication services should also apply to elective
service pravision: DCC user entry processes, technical security
requirements, data privacy requirements, financial security requirements
and dispute arrangements,

EDF Energy believes that it is entical to security to ensure tha the same SEC requirements
should apply 1o the provison of electve services.

We cannat think of any circumstances where 1hese requirements should be relaxed for an
elective service. Secunty and pratection of the relable defivery of core seérnces has to
femain the prionty

Q.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 mandatory 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?

EDF Energy strongly believes that core services should be paramount and their provision
should be thoroughly ring-fenced and protected. This in turn requires that pravision of
non-fode services must only be permissible subject to the guarantee that core senaces wall
rot &e in any way compromised of disrupted. Similarly, ance a core service is contracted,
subseguent core of non-cofe services should be gven second priority 1o the indtially
contracted core semvices

EDF Energy believes that the SEC Code Secretanat could work, in the first imstance, with
the DCC to make the primary assessment, with an anonymsed and “skeloton® elective
service reguest. Complete with recommendation, this could be passed by the SEC Code
Admn ta Panel for s consideration, Sufficent informatson must also be made avalable
te all wiers, in their capacity as members of the SEC gavernance panel to enable them to
assess whether provision of the elective services would meet the following critena:

Is not cross-subsidised by core semvices

Coes not impact the operation of the cofe services

Does not compromise the perfarmance of the core services

Does not lead to discrimination across users whereby “electove senvices” mit the
opportunity of ather users 1o introduce similar senvces or where the speofic
elective service prevents other electve services from being introduced

5. Daoos notimpact the security and privacy of users

6. Does not compromise potential future capacity requirements for cose services

W
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Matwithstanding the cntena above, the requested volumes of the service will be key 10
determing the standards and capability of the service offered by the DCC. It would be a
cencern if the volumes actually requested were matenally far Fugher than contracted, thus
impacting the avatlability of core senvices to other mandated users.



Some elective senvoes will sndoubtedly develop inio Cofe Sernces over DIMe as more users
adopt them (subject to a full modification peocess and the appraval of the governance
parel). At this pont, full ransparency on these services would need to be provided
through the SEC. Ofgem should pubhish surable transparency cntena for different elective
and value-added services

We believe that the terms offered should remain open for a periad of three manths only

Q.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 asseciated 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?

EDF Energy believes that, for elective services, detaled terms and conditions should be
withheld from the market for a3 suitable period (one year) to provide commergal
pratection to those affering new services. Howover, it is clear that i order for any
‘electve sernoes’ 10 be ntroduced there must be clear defintion of comphance wath a set
of DCC acceptability rules, DCC business case, and apgroval by an independent
Governance body

Q.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?

It 15 essential that SEC parties are advised of the timings for the implementation of
changes 1o its systems, Any change that s intreduced, without SEC party knowledge,
could have an adverse impact on current seraces  This cannot be allowed to happen.

0Q.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?

To suppaet the successful delivery of its initsal core senices, EDF Energy agrees that it s
pragmatic and senwble to withhold affering elective services until the initial go lve of core
services 6 complete, bedded in and performing cansistently to the required service levels.

Hawever, there s still same concern about the list of core senvices certain to be provided
at go lwve. If the BCC s unable to support the necessary portfobo of services required to
meet Supplier’s basic process requirements, then these services must nat be redefined as
elective services and withheld. They must remain core services and be released as soon as
possinle to support the full end to end process. It is eritical that the DCC goes Ive with a
{ull set of core services that suppaons all current customer segments, tariffs and services
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Chapter 9
Consultation questions: DCC charges
Q.24. Do you think that the proposed approach for DCC charging is reasonable?

Flat charging, per hame, far DCC services i relation to domestic premises 1s desirable in
the interests of social equity and simplicity, it also best supports Cfgem's tanff
smplfication agenda. However, EDF Energy has two main cencerns in respect of the
praposed approach to DCC charging:

Firstly, EDF Energy considers that parties gther than Suppliers and Metworks will berefit
frem DCC-related actrvities {8.g. ESCOs), and henge should contnbute to the DCC's fixed
costs. EDF Energy sees no reasan why a smilar mechanism for dstnbuting fixed costs as
has been proposed for Supphers and Networks could nat alse be implemented for such
users. For example, Ted costs could be allocated across user classes in propoaion (o
forecast volume of usage by each class, updated as necessary for any outturn deviation
fram forecast.

secondly, EDF Energy continues to oppose allowang DCC o levy charges before go lve,
far the reasons stated in our previous respanse (namedy, that to do so would dampen the
incentive for DCC to ensure its seraces are available on a timely basis).

We also recognase and suppart the proposal for the cost reflective charging of nan-
domestic metenng systems but we do not understand how the DCC will be able to
recognise the difference when a command s received. There is cufrently no non-damaestic
flag being develpped in the DCC data catalogue. Can DECC prewsde the baws on how
this will be determined?

Q.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,

EQF Energy has reservatrons about the proposed approach, wich wee are not confident
will pravide DCC with sufficsent incentive to ensure smooth and timely resolution of
disputes  Whilst EDF Energy acknowledges that DCC will have hmited abihity to finance
payments that are wathheld by Supghers, we would expect that the contracts with Senvice
Providers should allow for DCC to withhold payment from Service Providers in the event
of a dispute. This would, in turn, permit Supphiers to withhold payment pending
resclution of the dispute without damaging DCC's own financial position.

We would be more receptive to the use of “pay now, dispute later™ in respect of services
provided by DCC sself as opposed 1o these provided by Senvice Providers, providing that
DCC was in turn subject to strictly moniored and enforced KPIs and incentives in respect
of the efficient resolution of such disputes.

15



i-""'i

o %
€DF

EMERGY

Q.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.

ECF Energy ackrowledges that DCC 15 unlikely to be able to absodh costs associated waith
bad debt, and that most os all ef 1he bad debt rsk would ultimately need to rest with
DCC wsers

EDF Energy's preference would be for bad debt anginating from a given user group e.g.
Suppliers be sooalised within that group only, such that all users would enly be exposed
to bad debt risk anginating fram within their own class

Clearly, the above pasition is fully conditianal an DCC being subject to well-defined and
strictly monitoredfenforced KPIs and incentaves in respect of bad debt management. In
the absence of a credible set of incentives, it wou'd be necessary for EDF Erergy 1o revee
its pasition on this ssue.

Chapter 12
Consultation questions: The SEC Panel

Q.27. Do you agree with the proposed functions, powers and objectives of the
SEC Panel, as set out in Boxes 12A and 1287

The answer to this depends on the model adopted for centracting the Code Administrator
(CAy and the Seoretanal. As set gubn the answer 19 035 a preference 15 for the SECCo
model o be adopted. Given this, the separation of 1the functions, powers and objecteves
betwaen the SEC Panel and SECCo will need to be developed. Under this model some of
the items et out in Box 124 would need to be allocated to the SECCo as oppased to the
Fanel,

The bists provided in 124 and 128 appear approprate. It s noted that there 15 ro mentlion
of a power 1o recaver the costs af the Cade Adminstrator and the Secretanat from SEC

parfies

ECF Energy agrees to all of the SEC Panel functions histed below.

o

Appointing and overseaing the perfarmance of the Code Adminstrator and
Secratanat functons

Implementing (or supervising 1he implementation af) the SEC accession process.
Implementing (or supervising the implementation of) the SEC modification process
Taking steps to ensure that the SEC s gven effect in accordance wath its 1erms
Deciding any matter which, under any provision of the SEC, is referred to the SEC
Pane! for decsian

Taking steps 10 ensure compliance by SEC Parties with the provisons af the SEC,
including deciding on the expulsion or suspension of the rights of any SEC Party.
G. Establishing arrangements for the resolution of disputes under the SEC.

mMoA®E
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H. Establshing sub-committees and working groups, and delegating powers, functions
and responsibilities 1o any such sub-camrmitiees and working groups

I, Develogng, consulting upon and publishing a three-year panel business plan.

. Publishing an annual réport cavenng progress against business plan and providing or
arranging for the provision of ather reports and other information to SEC Parties and
the Authorty,

K. Securing the compliance of any SEC Party with any requirement to provide
information about the operation of any of the arrangements set out in the SEC on the
request of the Authaority, and/or publshing such information.

L. Peniodically rewienang the SEC and operations under it in erder to evaluate whether
these continue 10 meet the Relevant SEC Objectives, and undertaking a review of such
parts of the SEC as the Authenty may specfy,

M Establshing joint working arrangements wath other refevant industry panels and
commitiess, Ang

M. Arranging for third parties to undertake certain actions and appointing and remaving
prefessional adwisors (or directing other relevant bodies to do so) as required to
facilitate the full and proper discharge of the panel's functions.

Additonally we consider that the SEC Panel should play a wider role in assessing the
impact and applicability of Elective services through the SEC modification process

We also agree with the proposed objectives of the SEC panel detailed bedfow:

That the SEC 15 gven effect fully and premptly and in accordance wath its teems
That the SEC is gven effect in a manner that faolitates the achievement of the
Relevant SEC Objectives {as set out in the DCC Licence),

That the SEC is geven effect in a fair manner and without undue discriminatson
between any parties or classes of party,

That the parel conducts its business in a transparent and open fashion

Secunity and privacy are very impaortant, so that an "obligatson® rather than “one objective
of soveral” approach s indeed more appropriate

Gwen that there i5 a European dimension in terms of a smart metenng target, that may
develop, it is worth considering the practice in the Applicable Objectives far other industry
codes. In cach case an additional Objective was added by statutory order last Cotober, so
that there i a new objective, which we recommend adding to the SEC,

*Comphance, insafar as this s relevant to the development of the SEC, with any relevant
legafly binding decision of the European Commission (EC) or of the Agency for the
Cooperation of Energy Aequlators (ACER)"

Q.28. Do you think that a fully independent panel is the appropriate model for
the SEC? Please give reasons for your answer,

EDF Energy beleves that panel members could and shou'd act in an independent manner

when discharging the functions, powers and objectves placed on the Panel by the SEC,
This 5 the model adopted under a number of the existing major industry codes. Panel
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members skould act independently of ther erganisation and constituency for the good of
the industry but be representative of their particular groups.

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

Agree that to ensure the Panel operates in an efhoent and expeditious manner it %
important that the size of the Panel s aporopriately set. Given the SEC will span both the
electricity and gas indusiry a Panel larger than other industry codes may be required. That
said, 16 members is on the large side. We do not see the requirement for a Government
and Authonty appointee.

EDF Energy proposes the following make up of the SEC panel:

Vating

6 large Suppliers. The Suppliers are responsible for and feading the domestic roflout of
smart Meters and each of the Large supplers should be provided a seat.

1 Gas Networks rep - Single representative from the networks constituency providing
angle voie.

1 Electricity Networks - Single representative from the networks constituency providing
single vole

1 Small Suppliers -Single representative fram the Small Suppliers constituency prawding
single vote,

2 Other DCC Users - Single representatve from the Energy Senvces Providers
constituency providing single vote

1 Consumer Representative -Single representative from the Consumer Advisary Group
constituancy providing single vote.

1 Chairman - Casting vate only,

Total 13 Voting
Mon Yoting

1 Cfgem - Appoints ¢hairman

1 DCC - Interested Party

1 DECC - Interestad Party Ofcom Interested Party.

Sub Group Chairmen - For reparting and advisery, as determined by the Chairman’s
Agenda

SEC Secretariat - For reporting and adwisory, as detesmined by the Chairman’s Agenda
Exnting Governance Body Chairmen - For reporting and advisory, as determined by the
Chairman’s Agenda

Tradedndustry Organisatons -Attendance and contributions by Chairman’s imate.

18
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Q.30. Do you agree with the proposed division of voting and non-vating
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?

Generally, EDF Energy agrees with the split between voting and non-vating but not
necessatly the make up proposed. Our suggestion 15 shown above (see Q. 29}, The main
difference being that we believe all large Suppliers (mandated to use the DCC) should all
recoivie d seat on the panol and an asscoated vote.

Q.31. Do you agree that the proposals for the independence, appointment and
term of office of the panel chair are appropriate? Please give reasans for
YOUr answer.

We fully suppart the proposal for a fully independent chairman to be appointed. This is
consistent with other major industry code arrangements and we contnue to support Panel
Members acting in an independent mannes. We believe that the ¢chairman could be
appainted by an appaintments committes of the SEC Panel with administrative assstance
from the code administrator, This is simitar to the arrangement in the CUSC whereby the
chairman is appointed by an appointments committee of the SEC Panel with
adrmnistrative assistance from the code admiristrator. We believe a three year term of
office for the Chaif is appropriate, and see no reason why a Chairman cannot be eligble
for reappointment for another term subject to 3 meeting 1o consider the matter at which
the Chairman was not present, '

EDF Energy agrees that the panel charrman should be fully independent with the term set
for three years.

There s differning practise between CUSC, UNC, and BSC as to whether Workgroup
members canvened to pracess a mod fication proposal, are independent, or representative
of the firm they work Tor. We prefer the independent model and recommend it for the

SEC.

Q.32. Do you agree with the proposed arrangements for panel member elections
and appointments?

We agree that it s important that SEC parties have a say in wha s nominated and
appointed 1o the Panel in resgect of the industry constituencies proposed darge supplier,
small suppler, gas transparter and electnoity distnbutor), We believe that to a large
degree the arrangements should replicate similar arrangements found in other major
mndustry codes

However, arrangements will need to be put in place 1o ensure that no one party, that is
both a large suppher in the electrioty and gas supply market, s able to dominate the
nominations. For example, it would not be appropnate for a party to be able 1o have
mare than ene nominatian acfoss the industry canstituencies. One method would be to
restrict @ corporate group to anly ane nomination 0 total, but allow it the freedam ta
decide which relevant canstiiuency it wau'ld ke to represent. Despite this restriction gn
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nominations, a SEC party would be free to vole in each refevant constituency that appled
tait.

We believe that votes shauld be allocated on the basis of one vote per corporate group
per applicable constituency.  This will ensure that afl parties wathin a constituency are
provided with 1he same vating power irespective of market share and corpasate
structure.

ECF Energy agrees that the panel members should be vated for an the basis of ane vote
per corporate graup far each relevant party category, This would ensure that votes could
riot be skewed by corporate make up or the market share of cortain partios.

Q.33. Do you agree with the proposed rules in respect of proceedings and
decision making at SEC Panel meetings?

We believe the high level proposals in respect of proceedings and decsion making are
a3ppropriate

ECF Energy agrees that the decision making rules should be based on 1 vote per membor
with the chair providing a casting vobe only. This is standard industry practice

Q.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 options for the panel to be either an independent or a
representative body as a whole?

Practice ditfers between other major industry codes where members are required to act in
an independent capacity. In the case of the BSC, the memiers are permitted to claim
capenses, but in the case of the CUSC, UNC, and Grid Code, they are not. We believe
panel members should be ehigible to recover reasonable costs and expenses incurred when
attending panel meetings. In the event that members are able to act as direct
representatives of the interests of particular parties or classes of party we do naot befieve it
appropriate for such members to be able to recover their costs and expenses from a
centralised fund.

Chapter 13
Consultation questions: Code Administrator & Secretariat

Q.35. Do you think the Code Administrator and Secretariat chosen by the SEC
Panel should be contracted through the DCC or through a SECCa?

We consider thers (o be benefis in terms ol independence and transparency from the
pstablishment of a SECCo that would be the contracting party with the service provider

© for the CA and Secretanat funchons, This s a proven madel that has been adopted in
ather industry codes and we see no reason to move away from this arrangement. Given
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this meadel s well recognised within the industry we do not believe it should introduce any
added complication or burden for any SEC parties

Furthermaore, whilst we recognse that the rales of Code Administrator and Panel
Secretanat are distingt, we faol to see any advantage of contractually separating these
roles. Ve believe that allewing the twa roles to be performed by separate entities, would
be inefficient and introduce unrecessary complicatson and costs.

0.36. If a SECCo was established what should its funding arrangements, legal
structure, ownership and constitutional arrangements be?

We beleve a model similar 1o that adopted under the MRA would be appropnate for the
SEC. All parties to the SEC would be allocated a single share in SECCo on accesson to
the code. The Board of SECCo shau'd be constituted from a subset of representatives of
the Panel with a view to ensunng that no ane single shareholder has an undue influence
on the gperation of the SECCa and the Panel.

The costs assocated with SECCo (including the Code Administrator and Secretanal costs)
need 1o be transparent and appropriately managed and controlled. We consider these
olyectives can be achieved irrespective af whether the costs are recavered from all parties
directly by SECCo or through the DCC. However, from an efficiency and administratve
poerspective usng the DCC's costs recovery processes may be beneficial

Chapter 14
Consultation questions: Modification process

§.37. Do you have any views on the proposals regarding which parties should
be entitled to raise SEC modification proposals?

The propasals for which parties should be entitled to rase modificatians to the SEC
appear to be appropriate, namely, SEC parties (DCC Users), the DCC, consumer bodies,
the Authanty or the Panel.

Q.38. Do you have any comments on the proposed standard progression paths
for different categories of modification?

On the basis that the proposals are based on exssting industry code practice we believe the
proposed progression paths are approgriate,

.39. Do you have any comments on proposed criteria that the panel would
apply to judge whether a propesal is non-material and so to determine

which path should be followed?

The propased cribena are applophate.



Q.40. Do you think it is for the panel or for the Authority to decide whether a
modification proposal should be considered urgent and determine its
timetable?

We believe it shauld primanly be for the modification proposer 1o justify why its proposal
should be treated as urgent in accordance with ¢rifenia set out wathin the Code. This
shauld be reviewed by the Panel and a recommendation provided to the Authonty as 1o
the urgengy status and the proposed timetable for progression. However, ultimately it
should be for the Authority to apprave or otherwise the recommendation of the Panel

0.41. Do you have any views on whether any non-standard medification rules
and procedures should apply to any particular parts of the SEC?

As a principle the default position should be that standard modification rules apply to all
parts of the SEC. However, due ta the nature of a full meditication process, we beleve
that certain subsidiary documents should fall under a separate, more appropriate process
These documents may include:

Data Transfer Catalogues

Data ltern Catalogues

Business Prodesses

Working Practices, guidehnes and codes of practice

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

Yes. All SEC parties and stakeholders reed to be canfident that all modification decrsians
are taken in an incependent and transparent manner and based on achieving the Retevant
SEC Cbjectives The proposed farmulation and constitution of the Panel s designed to
ensure that these obpectives are met. Currently, we do not believe that crcumstances
could arise where these provisions shau'd be capable of being orcumvented.

Q.43. Are there any further matters relating to the modification process which
you would like to comment on?

EOF Energy belicves that the modfication precess reflects a good industry standard and
wi broadly suppart the proposals outhned

The procedures wed by CUSC, UNC, and BSC differ with regards to the number of
alternative vanants of a modification propesal that can be developed. The BSC 15 imited
to a maximum of one alternative vanant for any modification propesal wihich can be
unduly hmiting when there is more than one aspect that could be vanied It can mit the
number af choices available 1o the Authority and cou'd cause a medification to fail entirely
where there was a permutation of charactenstics that would have been beneficial. The
Authority s not permitted to give any signals to the workgroup as to which variant to take
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forward, for fear of fettering its own discrebion  We would prefer that the CUSC
approach of unlimited variants per modifcation proposal, be adopted for SEC, subject to a
workgroup acceptance vote for each vanant, We feel that this is a better than the BSC
approach

Chapter 15
Consultation questions: Reporting

Q.44. Do you agree that that the SEC should place certain obligations on the SEC
Panel and, possibly, SEC Parties with regard to the proeduction, provision
and publication of certain information and reports? If so, what do you
believe these should be?

EDF Energy believes it i inevtable and essential for the SEC Panel to request reparting
fram SEC parties though we are already concerned aver the volume, cost, burden and
duplication of reparting requirements being suggested by different parties. We note that
DECE are consulting on Smart reporting separately in June.

We are concerned that the reporting requirements wauld add a significant burden and
cost 1o Suppliers and that the data provided could be expased to unforeseen
conseguences. The mass of data already being reguested includes some:

that is commercally sensitive,

that could be linked and used ta report mate than 15 agreed,

that could interpreted inappropriately, and,

that could be made publc by various means including wia freedom of information

request

with this in mind we ask that reporting is consalidated where appropaate and requested
with 1he above challenge in mind. There needs to be an economical assessment for cach
report requested as it seems sensible to try ta identify the most cost effective source of
data. For example ene repart from the DCC could save the cost af 20-30 reparts from
other parties,

Chapter 16
Consultation questions: Compliance and assurance

Q.45. Are there any particular areas of risk that you believe should be addressed
by appropriate compliance/assurance techniques under the SEC?

EDF Emergy believes that complance and assurance of smart meterning egquipment 15
essential for ensuring interoperability between manufacturers and security of the end to
end system. This will be critical to the success of the programme and the validation of the
impact assessment, The list of comphance fassurance techniques seems appropriate (4]
cover all aspects of risk,
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Q.46. Do you have any views on the most appropriate governance arrangements
for any compliance/assurance framework under the SEC?

EOF Energy belicves that an appropriate level of comphancefassurance techriques under
tha SEC requines further detaled cons:deratiaon.

We agree that such a framework could complement other elements aof the regulatony
framevark (such as heence enforcement) and provide comfort and certainty to SEC Parties
that there is an effectve, flexible and transparent means by which other SEC Parties would
be held 1o account for non-complance, We beliove that the assurance should come
under the ultimate control of the SEC panel wath delegated powers 10 a possible
assurance board.

Chapter 17
Consultation questions: Liabilities between the DCC and DCC service users

.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?

EDF Energy recognises that the DCC 15 a service provider. If it fails to provide a servce we
balieve Suppliers will incur cost. Some of those costs will be miigated though others wall
nat. We believe that there needs to be a mechansm to ensure that the liability regime
proposed, whether hquidated or unbguidated, provides Supplers wath suffcient
rechamsms 1o recover thase costs,

The proposal seems to be that the majorty of cover will be via Liguidated Damage cover.
Assuming that the LDs, and SLAs are appropriately defined and meet out operational
requirernents, then the role of general damages is likely to be lower and therefore a mare
limied cap might be posuibie

In refation to our habdity to the DCC, our most significant obhgation Of rot sole
obhgation) would be to pay DCC fees. Suppler's habilty should be hmited and there is no
need ta have anything but the most smallest of caps.

0.48. 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 so, what do you believe the appropriate level of these
caps to be?

EDF Energy believes that a ene size fits all approach would be difficult to achieve given the
varied nature of the oblgations and the wide ranging <ost impacts these breaches could
result in, Providing for different categones of breach with ddferent hatulity regimes will
allow for greater taloring of sk allocatson and prowide a better opportunity for habiity
caps 1o be maose apprephately set in such categary than would be possible with a simple
broad brush approach of one habdity cap for all

ECF Energy are unab’e to suggest a cap to the habiltes until we have performed same
analysis and scenano bests on the potental breaches that could acour in this area and
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establish what we feel the Ikely costs would be on a per event or annualsed bass that
EGF Energy would have some comfort of being approgpriate ta at least cover the key areas
of louws

Where an SEC Party undermines the encryption or enciphenng protocol used in any part

of the smart metering system through its own negligence, there should be no cap on cost-

Dased habdities identified at court payable to other affected Parties. This 15 1o ensure the
necessary very strong incentives 1o maintain a high standard of conduct and design in this
area, are 1n place.

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

EQF Energy cannat add to the types of hability desenbed in the context of the information
prowvided.

Consultation questions: Obligations and liabilities between SEC Parties

Q.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?

ECF Energy s concerned that one af the major ssues ansing frem similar industry
governance on setilements, 15 that lateral losses wers left down to ad-hoc bilateral
arrangements. Thes approach should be avoided at all costs with the Programme as it
leads to uncertainty, cost and inappropriate resolution,

For each category of dispute that may arse there needs to be a clear escalation path and
final determination point. Following which if the parties are still dissatisfied more formal
action can be taken, This i espeqally important given that we are not only talking about
addreswung direct service failures by DCC, but also indirect service failures caused by the
incorrect behaviour of anather SEC participants. We would therefore expect to see a
minture af Option1, Cption3 and Optiond (these apbians are nat mutually exclusve), with
the patential of Opton 2 required for key latubity ssues, if the iniial internal
deterrmination process faled to resolve matters to both affected parties satisfaction,

EDOF Energy believes that where a SEC Party undermines the encryptson or endiphering
pratocol used in any part af the smart metering system through 115 own neglgence, there
should be no cap on cost-based labilites identified through court proceedings payable to
other affected Parties. This s to ensure the necessary strong incentives on Parties 1o
maintain a hugh standard of conduct and design in this area, arean place, There would be
excepdingly grave corsequences ansing frem any breach of HAN or WAN encryption, The
creditnlity af the smart meterning system and the remaining rollout could be put in doubt
by such a breach. The breach could even cause a need for a wisit to all homes to change
the HAN or WaN module.

d» =
= I

€DF

e
EMERGY



h“"

AN
€DF

EMERGY

in relabion to any other gecsion of the SEC Panel which has a commercial impact.
e.g decsions in relation to the DCC charging methodalegy, This s distingt from
LEC Panel voting on a SEC change proposal. Here the nest stage of the process is
for the Authority to make the final deterrrination (other than for modification
proposals which have been allocated to the seff-governance raute);

when SEC accession disputed. Where a party attempting to accede 15 unable to do
sa and it believes the SEC Cede s being incorectly administered/applied in
processing the accession applicaton;

wihen the application of credit arrangements and securty calculations / draw downs
i5 disputed. Althaugh the security calculations f draw downs must be made in
accordance with the relevant finance department af the SEC Code Adminstrator in
the intenm, 1o maintain the required protections.,

It is possibie that the SEC panel may play a rale in manitonng the performance of the
DCC, just as PAB under the BSC monitars the delivery of some B5C agents.  Howover, it i
not clear if this could give rise to disputes. That possibility may exst.

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

We believe that the SEC Panel should convene a disputes committee to resalve
commercidl disputes where the finding of the SEC dsputes commuttee 15 nat accepted, if
a materiahty threshald s met, the committee’s finding could be appealed in the first
instance to the SEC Panel atself, just as the TDC disputes committee rulings undes BETTA
are referred in the first instance 1o the BSC Panel. The SEC Panel shou'd have the pawer
to either overturn a 3EC disputes committee ruling, of refer back to the SEC daputes
committes for further consderation — exactly as is the practice under the BSC,

Where the findings of the SEC Panelin relation to a dispute remain disputed, there are
references in the consultation document to (Para 413, 432) arbitration, and specific
references ta the Electricity Arbitration Assooiation (EAA) | i likely that at some stage
the Electricity Arbitration Assooation arrangements that are embodicd in the BSC and
CUSC will be reviewed, poswbly abandaned, There 15 a level of dissatisfaction in some
guarters with the absolute lack of transparency over EAA findings, and with the cost of
mantaiming the ~list of experts™ for use when the EAA & invaked. The cost of
ma:ntaining the *list of experts® used to be £100,000 per year under the Pool (1590-
2001), and s currently £80,000 per year, funded entirely undes the BSC. Total payments
to an indvidual ta mainta:n this list of experts since 1990, therefore, come to £1,980,000,
This annual fee daes not cover the actual <ost of the use of 1he arbirators who are
suggested to partics making an approach for arbitraton services. The names of potential
arbitrators are provided and of parties wish to precesd, as we understand 11, fully
commercial rates are payable to the appointed arbitrators = none of the £2m namie-list
mainienance fes, pays for the actual arbitration costs

We would dispute the text in the consultation document “mast electricity disputes go (o
the Efectnicity Arbitration Assocation (EAA)" . Our inforrmat:on is that no BSC or Pooling
and Settlement Agreament dspute has ever been so referred, as there is a lack of
canfidence in the currency and cast-efficacy of the EAA arrangements.
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We should very much prefer that references of decisions en disputes by the SEC Panel
should be direct to the Authanity, We do not wish to see the EAA further embedded in
any af the industry codes

As to whether the Authonity may also have the option of redirecting a dispute to
arbitration or expert determination, we wou'd suggest that the Authority could wse
consultants to assist it in making a determination on a dsputed SEC matter. In any cvent,
the expert or arbitration body ought not 1o be the EAA, and o the Authority wishes 1o
make a reference an a dispute on which it cannot opine, we suggest it should be able to
-rmake a reference to 3 court for a court determination.

We agree that an obligaton on the disputing pariies 1o resolve matters belween
themselves in good faith prior ta escalating the dispute to a more formal and binding
procedure, this s a positive step that cou'd reduce the workload of the SEC dsputes
committes

We agree that if they can be properly defined in the SEC, it weould be reasonable for some
specific disputes considered to have particular regulatosy and/or competition sgnificance
1o be reserved for the Authority to determing e.g. those relating to SEC accession, DCC
charges and terms of core and elective service provisian,

Chapter 19
Consultation questions: Default

Q.56. Do you have any views on the suggested framework for dealing with
defaults under the SEC, including 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?

EDF Energy agrees that payment default should be declared within 10 working days of a
failure to pay DCC charges due.

We agree that 1he position of the consumer should be carefully consicered in haw 1o treat
the vanous default events. A shut-down of all DCC services o the defaulting party would
be lkely to impact adversely on relevant consumers. The shut-down of only electe
communication seevices seems far more reasonable, as these are nat cofe 1o Consurmer
service and less ikely ta have major cansumer impact {accepting that f 3 bespoke product
affering s bult around an elective service, consumers can still be impacted).

Apart from nat being able to vate in SEC Panel elections and bong declared pubicly to be
i default of the SEC, a warthwhile penalty that could be effectove in some cases, 1t 15 hard
to think of meaningful penalties on defaulting parties other than expulson from the SEC.

It is ngemal for the BSC Pane! to st in confidental, closed emergency session bwhich is
often a teleconference) in an event of a party default to decide on whether expulsion from
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the BSC 1s warranted. We agree that the SEC Panel shou'd be able to use its judgement in
cach indnwidual case on such penalties in a similar fashion.

Chapter 20
Consultation questions: Ceasing to be a party to the SEC

Q.57. Do you agree with the proposed rules and procedures governing
withdrawal and expulsion from the SEC described in this chapter?

EDF Energy agrees with the proposed rules and procedures goverring withdrawat and
expulsion from the SEC described in this chapter

Chapter 21
Cansultation questions: Intellectual property rights

0Q.58. In addition to the proposals above relating to the suggested 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 agree for smplioty, protection and clarity that the intellectual property that is
comprsed in SEC modficaticn proposals, unless already patented, should belong to the
DCC, so that partses rasing such proposals cannot pursue vexalious ihigation (35 was once
the case under the Poaling and Settlement Agreement - the legal bill in dealing with the
matter came to almost £2m). i would not be desirable for the DCC 1o be able 1o make
money from the ideas of athers; however, it seems unhkely that SEC Modificaton
Proposals would truly embody unigue and valuable PR, and where this s so the relevant
concept could be first patented.

Chapter 22
Consultation questions: Confidentiality
0Q.59. What information should be classified as confidential under the SEC?

ECF Encrgy agrees waith the types of information identified in the censultation as:

Any informatian refating 1o any specific party ta the SEC, where that party has
designated in wnting to the DCC or other SEC Party ta which it has refeased that
informatian, that this s canhdential infarmatbian, and

Any information which would be considered as being obvigusly confidential by s
nature; for example, personal details of commercally senstive informatan
belonging to SEC parties, and which is disclosed in connection with the SEC or the
disclasing party's activities in cannectron wath the SEC {even when it has not been
designated as such in writing, as above}
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We have nathing further to add

Q.60. How should a balance be struck between transparency and data
publication under the SEC, whilst maintaining confidentiality?

EDF Energy 15 concerned that the data provided to the SEC Panel and the Government
cauld ba:

commercially senstive,

nked and used 1o réeport more than s agreed,

used to make inferences that are inappropriate

made public by various means including wa freedom af informatian request

We note that DECC will be consulting an reporting :n June and EOF Erergy wall endeavour
to work with DECC to ensure that reporting ebhgations and confidentiality concerns are
conwcered and balanced

Chapter 23
Consultation questions: Unforeseen events

0Q.61. Please detail those events which you believe would warrant the force
majeure provisions being exercised and indicate who should declare a
force majeure ovent.

EDF Energy recogrises that the Industry already uses a number of well-defined set of
events where force majeure can be declared, but with the expected relance on a nesw or
existing cammurications infrastructure for smart metening, the industry should look to the
communications industry for further guidance on what events could warrant a force
majeure

Whilst a force majeure event declarabion may be reguired due to the event affecting one
of the DCC's service providers, we believe that any final decision on whether an évent can
be declared must rest with the SEC panel, in conjunction with input and advice from the
Code Adminstrator,

A defined process for the progression of such events must be developed indluding the
pravsian af impartant information such as:

The nature of the event
The scale of the event
Likely resalubion limescales
Communications strategy
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Q.62. Please provide your thoughts on the proposal that the SEC should define a
set of contingency business process arrangements and associated service
levelsiobligations which will apply in the event of a major service failure.

EDF Erergy believes it will be essential for the SEC 1o define a comprehensive set of
centingency tested business processes necessary in the event of a force majeure event.

EDF Energy recognises the enormity of resoiving every potenteal force majeure event but it
i5 essential that the main scenanas are recognised, impact assessed, planned and tested to
ensure that the impact 1o SEC parties and the consumer is minimised during a real event.

Chaptor 24
Consultation questions: Transfer of the DCC Licence

Q.63. Please provide your comments an the proposals outlined for the DCC
transfer and whether there are any other specific provisions that you
suggest need to be covered within the SEC, in addition to the proposed
novation agreement for the SEC.

EDF Energy believes that the pracess of transferning the DCC licence frem ore party to
anather s witally impertant and will need to planned and performed in a strictly contradled
mannes that ensures:

Dngnmg Cantimy l::" ﬂf SR

r loss of performance

outstanding ssues (both financial and customes) are resalved before the leaving

party exds

the harndover of compliance issues

the novation of all contracts

EDF Energy
June 2012
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