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ELEXON's response to DECC consultation on Stage 1 of the Smart Energy Code

We welcome the oppertunity to respond to this consultation. We have basad our response on sharing our experiencs
of efficiently managing the Balancing and Settlement Code for over ten years and as the original contributors to the
development of the Code Administration Code of Practice (CACOP). Whare we have identified any parallels or
inconsistencies with the CACOP we have noted thess,

If you would like to discuss any areas of our response, please contack me o at
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A consultation on Stage 1 of the SEC
'Emelﬂqqmﬂm on SEC legal drafting ey :

We support the need to pubfish indicative charges in advance of when these will come inta farce and
that, ather than in exceptional circumstances, the charges should not be varied mid-year.

We befieve that the form of the Charging Statement must reflect Condition 19.4¢ of the Licemoe:

ELEXON has no view on the threshalds applied to the *first comerfsecand comer” principles, This
Questicn is for DCC Users to answer,

The principle of svoiding repeatedly charging for Detaied Evaluations by adopting a first comer / second
comer approach appears reasonable, What is not evident freem the SEC drafting is the degree of
similanty that is required betweosn proposed Elective Communication Services to qualify for this
treatment and whether and how the DOC's allecation of charging will be reviewed.
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Question 4; Do you think the members of the Panel nominated by industry should be drawn from and
elected in equal numbers by Party category OR. be elected by all Parties (as set out in the legal drafting).
Flease give reasons for your answer,

ELEXDN believes that a Panal could operate effectively under either election process,

Wie note that electing members per Party category adds an additional kel of complexity bo the elaction
arfangements, particularly if a candidate could fepresent more than one Party category or if a Parent
Hompany represents more than one user type [weill there be restrictions on standing in more than one
category or a kmit to the numbes of votes cast by an organisation? IF not, it is likely that such restriction
may need to be developed). In additicn, the Population of DCC Users has the potential to shift
sgnificantly {unkke most industry cedes) via the number of ‘Other DCC User’ categary. In this case there
may be a desire from users to reassess the allacation of Paned members. These issues should not exist
under the ‘elected by all Parties’ model, Therefere, on balance we believe the ‘elected by all Parties’
rmodel 1o be the best option for the SEC Panel, ¥

ﬂﬁwaﬂﬂmmmwmmmmwmmm

The consultation nates the percelved impartance placed on members having a good understanding of
issues affacting DCC Users. Such direct expericnee is poeful, However, the indusion of consymer and
independent members means that materials coming to the Panel nead o be presented in & way that can
be well understood by all Panel members. In addition it is likely that ‘Other DCC Users” will have very
different issues across a broad number of ysars., Thiz is where we exped the SEC Administrator to add
walue, as they will need to ensure that materials being presented to the SEC Panel are understoad by all
ta enable the Panel can make a robust decision.

Modifications o i R e ) 05 |

Question 5: Do you support the proposed composition of the Change Board and its decision making
arrangements?

ELEXON has no wiew on Hwe Change Board compasition and its decsion making arrangements, We
believe with darity on the roles, respansibilities and processes almast any solution for advancing change
can be made to work,

However, we would obhserve that it seems the process has been made mare complex than necessary and
credtes seemingly unnecessary interactions between the Panel, Werk Group and Change Baard. Thiz i
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has already agreed that the Work Group has met its Terms of Reference? This creates e
petential for conflict between the Panel and Change Board {presumably the Paned will belieye its
Work Group has met its Terms of Reference otfrerwize it would have not zent the report to the
Change Beard). In addition this creates a strange Governance issue, where the Change Board is
dictating to the Panel:

*  We are unsure what value the Change Board adds to the process, over and above a further
mechanism to allow Parties to prewide bheir view on tho Modification, however the time for
responding should be during consultation. Is there 3 risk that this will diminish the sigmificance
of the consultation? The absence of & requirement to act maependently as a Change Board
member s likedy to encourage behaviour only to articulate thase arguments that suppart your
wiEW, as oppased to considering all arquments?

quﬁﬁnnﬁ:tﬂnrﬂuuﬂnkmﬂh‘mﬁcmmm mmmmmﬂmmmmﬁmmﬁmm
appeal Change Board recommendations before they are submitted to COfigem? IF o, what Is the
appropriate mechanism for determining such appeals?

We do not have a view an this question as we belleve it is for potential SEC Parties and consumer
fepresentatives to consider. However, we note that the Assessient consultation should be the
mechanism for Parties to ensure they provide a full response to Modification Proposals and articufate the
reasons for their response.,
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q“ﬁﬂnn?:buymhammrmmmmnmu, nrvlavsmmecustimpﬁmﬁmsmSECF‘arﬁes,
regarding the proposals for gavemnance, the modification process and the approach to appeal rights sat
cut here andg rﬂﬂmhﬂmhgardraﬁgﬂﬁmge 1 of the SEC?

Yos, we have a number of further omments, as follows:
SEC Panel powers to rafee Modifications

It may be prudent to allow tha SEC Panel to raise Modifications en other limited grounds and make
provision far this in the existing drafting, For example, the Paned may wish to raise a change on the
grounds of efficiency, or more specifically, wherg 3 change is identified by amy specialist Panel group or
Fanel committes (e.g. security group). As the full SEC and smart solution is net yet fully defined, #
should be possible far the SEC to provide far the Authority to agree other areas where the SEC Panel
can raise Modifications,

Incorrect cross referepce

each addresses the ariginal defect/issye,
Modification Register

It wewld seem inefficient b require the Secretariat to send a copy of the Modification Register at least
orce a month. It would seem mare sensible to require the Modification Register to be updated after
each Fanel meeting (if any change in status eccurred), published on the website and a oopy provided to

Farties upon request, In our experience Parties tend to prefer to chogse what they want to receive,
rather than be subject to information hey do not desire just because the Panel muyst meet an obligation.

In addition it may be helpful to charify tat references to including a copy of ‘every Modification Proposal
in the register can be achioyved by simply adding a link/reference within the register, otherwise the
Register may become quite cumbersome for recipients,
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Cfgem's Code Governance Review introduced standard terminology across the major industry codes. We
woukd expect the SEC to adapt the same terminclogy for similar steps refated to the Madification
process, where such terms already exist for current Codes. W note that, for example, the SEC uses the
term "Working Growp’ instead of "Warkgroup” which was adopted by existing Codes after the review (m
addition, we note that the SEC uses the term Refinement Process which seems to be anather new term
for the procass which s called ‘Assessment” or “Development’ in other Codes). We have not reviewsd all
terms, however Ofgem may comment separately on this to ensure consistency with its an-going work,

Altemnative Proposalis)

The SEC permits anly a single Altsmative Maodification Proposal. This is inconsistent with steps taken
under the Ofgem Code Governance Review which concledsd that Wiorkgroups should not be limited to
developing a single Alternative Modification,

Amalgamation of Modiffcation Proposals

Other industry Codes allow for armalzamation of skmilar propasals, the SEC does not seem to make
provisian for this. However, amalgamation has rarely been used and the principle of Proposer ownership
of spedific solutions may render armalgamation Impractical. This lssue may be mone relevant b the start

of the SEC, as we found with the Introdiection of the BSC, numerous Madifications were raised in the first |
fewe years to 'tron out’ the processes in light of operational experience.

Fresentation of Modification Report

The SEC states that a ‘member’ of the Workgroup shall attend that Panel meeting and may be asked to
present, As member is not defined, we believe this shauld include the Code Administrator, wha is mest
likely to be available to present the repart and should be able to provide an independent view of the
:aael‘nrandagainstmeﬂtange. msﬁmmepmmunmmaﬂz.

Withdrawal

The: SEC does nat spacify what happens if bwg Parties wish to sponsor a Modification that has been
withdrawn by the original proposer. Other Codes have adopted the ‘first comer’ principle to avold
conflicts between Partios.,

The BSC and QUSC additionally contain the powers for the Panel to withdraw a Modification where a
proposer is "deliberately and persistently disrupting or frustrating the work of the Workgroup®,
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We believe it is appropriate fand in many cases desirable) for the DCC as Licensee to be able to
participate In any Workgroups, This js consistent with the rights afforded to other sole licenses (e.q.
Mational Grid),

Refinement Process

There is ne lmit on the timetable to be set for Workgreup refinement {assessment). Other Codes
contain the provision for the Authority to disagree a metable which exceeds a certain ime (eq, 3
manths), \We support the need for changes to be assessed in a timely manner,

Legal drafting

It seemns the SEC assumes that legad text must always be produced and published for consultation.
Provisions are st out in other Codes for the Panel bo not commission kegal test (this s highlighted in the
Code Adminkstrator Code of Practice (CACDR) ) where the change is not Supported,

It is alzo unclear who s respansible for drafting legal teut, there may be consstency Eswes if different
erganisations (proposers, SEC Panel, Workgroups, SEC Administrator) are all attempting this. We
strongly believe that drafting should be the responsibility of the Code Administrator,

The CACOP also allows for the amendment of legal text in certain circumstances (see below], however
there is i provision for this, or clarity on who may be able to undertakn this activity in the SEC:

"Code panels can agree to miner camections to legal bewmt at the time of making its final
recommendation” and *If the panel determines that changes to the legal test are appropriate,
but considers that they cannot reasonably be considered to be minor, they may instruct the CA
to carry out & further consultation on that revised test'
Urgent Modifications
The SEC should contain further detail under the urgent section to account foe:
*  Fanel processes for dealing with urgent meetings; and

= The ahbility to deviate from the normal Modification timetable and processes (this is also sat out
in the CACOP — "The urgent process will allow for the Authonby, after taking advice from the
refevant panel, to instruct & Madification 1o be progressad by dewiating from any part of the
normal Modification process;

= What the rofe of the Panel/Change Board is in making any recommendations for urgency and
whether the Change Board vote can be omitted from an urgent Modification process.

Frovision for & Pre-Change process
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The SEC does not seem to provide for a Pre-Change process to aliow Farties to raise potential isswes for
industry discussion, Other mdustry Codes make provisions for Panels 1o establish Workgroups to
conslder issues raised, prioe to a Party ralsing a Modification, This principle is set out in the CACO,
{fadlitate a process whereby Parties can submit a potential Modification Proposal o the Code
Adrninistrator to have that potential variation refined, developed and discussad prior b the Party
deciding whether o formally submit a Modification Propasal’).

Liabilities

Question B: Do you aqres that bty provisions for intellectual propesty rights and confidentiality
should be included in the SEC. I 50, oo you agree that they should be unlmited?

Yes, We belleve indusion of liability provisions for intellectiust property rights and confidentiality makes
the SEC more robust and comprenensive, Given the natwre of data being handied by the DCC, breach af
confidentiality and intellectual property rights is a real and perpetual threat, and explicit liahility provision
fior these breaches should act as strong deterrence against such breaches, We note that the SEC Panel
has powers under M4.9 to confirm if data is not marked as confidential should be treated as such, it may
be prudent to add a provision that states, unkess marked confidential {or confirmed to bo treated as such
by the Panel) data is treated as non confidential,

We also agree to these liability provisions being unlimited, previded oomprehensive and robust
assurance measures are included in the SEC. While unlimited liability may tend to increass financial risk
and insurance costs for the Parties, the robustness of the assurance framewark should act as a limitimg
factor against thess risks and costs,

To suppart the unkiméted Eability provisions for intedlectual property rights and confidentiality, we befieve |
the SEC showld:

1. Detail, elaborately and unambiguously, the meaning and scope of confidential and
IFR-bound data;

2. Separato data ownership from IPR owikership;

3, Prescribe strict and unifarm assurance measures across all Parties; and

4, Prowide for regular audsts of assurance measures.

Quﬁﬂunﬂ:myﬂuagtmvﬁmm&:vemn‘ﬂfsﬂmmﬂﬂmln instances where the DOC is expased
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Mo, we believe therp may be circumstances where this approach eould create maore problems for Farties
{although we nate the principle to justify this method of recovery is consistent with the BSC with regards
to the concept of collsctive responsibiliby.

Practical challenges may arse in implementing this methad in certain situations. We believe any breach
of the magnitude under consideration by & DCC Service Provider, in all liketihood, is going to Impact
multiple SEC Parties simultaneously, The claims made by claimant parties, If nat fully recoverabile from
the DCC Service Provider, {or the User, in the event they caused a breach) due to either a Cap an the
liability or the inability to Py, will then need to be recovered from all SEC Parties, Degending on the
curmslative recovery amount and the number of claimant Parties, the recovery amount may become
anerous on SEC Partles (particularty small SEC Parties) and may lead to cascading defaults In the worst
case. The first option of cap-limited recovery method may be more applicable in such a scenana, The
ather option can be to stagger the recovery of costs and payments aver several charging cyces,

We believe there is a need for greater anabysis and clarity on this front going forward as the charging
methodology continues to evalve in the later stages. Analysis should cover the lkelihood and digtribution
of liabifty claims in different scenarios such as:

*  DOC Service Provider in hreachamdadnlsfmmmurﬁ:\hSECParﬂa:

= DOne SEC Pasty in breach and claims from madtiple DCC Service Providers: and

= One SEC Party in breach and daims from multiple SEC Parties.
In cases where multiple SEC Farties are involved, the charging methodology of dividing Fixed Charges
amcag SEC Parties based aon Charging Groups may need to exclude certain Parties, This will then require
re-calculation of division ratios, It may be wseful to indhude such liability claims under a Separabe
heading, ‘Exception Charge’ or "Extraordinary Change', fiven the exceptional occurrence of this charge,

with a charging methodology of s own to suit the scenarios analysed above. A separate heading will
also provide better visibility to the SEC Parties,

' Dispute resolution e Ll ez £

Question 10: Do you agree that the Government's propasal to allew DOC to link service provider and
SEC disputes in the arbitration process?

For reasans of consistency and connomy, we agree that SEC Disputes and service provider Disputes
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We note that the S drafting requires arbitration Froceedings to take place in London, and woukd
=uggest that the parties to the arbitration, should have the ability to vary the location of the
proceedings.

As @ mare general point, we are Bncouraged that the SEC win Provide for Dispute resolytion bry the SEC
Panel er a Sub Committee, We have found that this appreach works well under the BSC, providing a
cost-effective and transparent alternative to arbitration.

Code co-ordination

No, we befieve the wording is nol spegific enough. C2,3 (1) makes a general statement regarding
establishing joint Warking arrangements with other Codes and Paneds that i not specific to change co-

It would be helpful to clarify the wording to confirm if the intention i for the joint working arrangements
W0 extend beyond change, We note that the provisions for joint working arangements in the BSC and
MRA apply to change only, custom and practice has led to there being wider corordination but no
obligation to do so axdsts.

Document Owner'. For the avol  SEC falls within the

ﬂﬂﬁmmummw az defined in the Transmizsion Licenca a5 Followes:

o ri-?acrm}rdﬂmmmn-*me_lam those docurnants wiich
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{a) i the Secretary of State's apinion ame central industry documents associated with the
msmmmmmwmmm fhe subifect matter of wihich
mmmwﬁmmmmﬂfw!ﬁm@mymﬁﬂ‘MMrmmm

{dﬂ).ﬁamﬂwmdﬁ@w@dﬁﬁﬁe&ﬂm}vﬁm

In practice ELEXON, as the BSCCo, would establish the same robust arrangements that we have with the
existing industry Codes, whether they are defined as Core Industry Decuments or not.

Passing registration Information to the DCC

Question 12: Do you agree that the proposed legal drafting for the SEC covering obligations on SEC
Parties to pass registration information to the DOC is approprizte? Please provide a rationale for your
wiews,

Mo, ELEXON has the following comments on the draft legal bests

Supplier Party type and Supplier IDs

Paragraph E1.2 requires the DCC "to wse and rely upon the Registration data®, when "calculating the
Charges payable by a Party™. In order to do 50, the DOC will need to understand the relationshie
between a Party and a Supplier Id, & redationship which can change over time. Under the BSC, Supplier
Ids within the reglstration systems are similarly assodated with BSC Parties for the purposes of
calculzting Settiement charges and BSC charges, The BSC arrangements allow for changes in the
camership of Supplier Ids by BSC Parties over timse, For examgple, following mergers and acquisitions or
suppliers going into administration, We would be happy to provide further details about the transfer of
Supplier Id process in the BSC, if DECC consider that a similar process would be desirable a5 part of the
Smart Energy Code,

Panel use of MPAN/MPRN data to establish Party type

Faragraphs E1.4 and EL.5 refer to the provision of Registration Data by the DCC to the Panel in order
(inter alia) to establish into which Party Category a Party falls. The Fegistraticn Data defined in E2 is at
MPANMPRN leved and it seems unlikely that the Panel will be equipped to process data at this level of
granularity,

ELEXDN recommends that the requirement should be for the DOC to provide “any Regestration Data or
summation thereof”, This would, for example, allow the Panel to request the number of MPANS/MPRNs
registered Lo each Supplier (rather than the Registration data itseif), for the purposes of identfying
Small Suppler Parties.
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' Transitional mnm&

| Question 13: Do you agree with the proposed variation to the SEC modification regime in the
transitional period, including a right of vety for the Secretary of State?

Yes, because this provides the necessary means of rapidly introducing fixes into the Smart Energy Code
using a tightly defined governance reqime during the key transitional period, We would hope that with
elear industry wide focus on making the transition work there will be few cases whereby the Secretary of
State has to issue a direction, Tn such tiroumstances we believe that publishing the rationals for the
direction will ald understanding.

Question 14: Comments are invited on the approach to transition as set aut in this chapter and section
L of the SEC. Please provide rationale to suppoart vour views,

Proposed amendment to paragraph L1.4

Paragraph L1.4 places a reguirernent on tho Electricity Distribwtor /Gas Transporter to provide marthly
data in support of market-share based charging during the transition period. The information to be
provided consists of all applicable MPAN/MPRNS together with the associated Supplier ID and Network
Operator 1D,

ELEXOM suggests that instead, a redquiremant to provide MPAN counts per Supplier and Network
Qperator 1D sould be |ess onerous, both for the Electricity Distributor and the DOC. Given that costs

| during Stage 1 of the SEC are to be recovered from Suppliers on a pro-rata basis based on cdomestic
meter polnts, these counts would nesd to be limited to Profile Class 1 and 2 customers {eecluding
unmetered supplies allocated to Profile Clacs 1}. Whilst this infarmation is not included in the
Registration Data defined in E2, it is avaiabie to Electricity Distributors via their registration Systems.
This has the advantage of avoiding the situation whereby the Network Operator provides all
MPANSMPRNS and the Supplier notifies whether each MPAN/MPRN is domestic ar non-domestic {wihich
has the potential for gaps in the Suppliers’ data).

Licence conditions J 1 |
Question 15: It is the Government's intention to Introduce a regulatory obfigation on suppliers to enral

SMETS-compliant domestic meters with the DOC and that this obligation would apply in refation to smart
meters installed (from a specified paint in the future). Do you agree with this intention? Pleass provide

a rationale for your views,
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fes, as this is the most efficient way on ensuring SMETS compliant meters are registered and processed
by thie DOC. In addition, the abligation on Supplier's to ensure they are installing equipment that
complies with the latest version of the SMETS provides further comfort that DOC only has to manage a
limited number of clder equiprment.

Question 16: Do you agres in prindple with the placing of a licence condition on gas and electricity
Suppleers to acoede bo and comply with the SEC?

s, atoession o and complianoe with the BSC, the MRA and other industry codes by suppliers is
required a5 & condition of the supply Boence and this approach has worked well, We agres with the
policy of recovering appropriate feed costs from suppliers once Stage 1 of the SEC is designated.

Question 17: Do you agree that the Bcence conditions as drafted meet the policy requirements as set i
out in the chapter? Please provide a rationale for your views. !

Yes, the draft licence conditions meet the policy requirernents that suppliers serving either customers or
ne-domestic custamers via a smart meter must accede to the SEC from the point ab which it is
designated.

Question 18: Do you agree in principle with the plasing of a licence condition on gas and electricity [
network operators to accede to and comply with the SEC? [

Yes, accession to and compliance with the BSZ, the MRA and other industry codes by nebwork operators
is required as a condition of the distribution licence and this approach has worked well, We agree with
the palicy of recovering a proportion of the fixed costs from nebwork operators once Stage 1 of the SEC
5 designabed,

Question 19: Do you agree that the licence conditions as drafted meet the policy requirements as =t
out in the chapter? Please provide a rationale for your views,

Yos, the draft Boence conditions meet the policy requirernent that network operators must acoede bo the
SEC from the paint at which it is designated or whenever they become active, IF later,

For more information an our responss, pleass contact:
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