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9 January 2013

- Consultation on Stage 1 of the Smart Energy Code

On behalf of Scotia Gas Networks (SGN) and SSE plc, we are pleased to provide comments
on the above consultation. We welcome the ongoing engagement with the Smart Metering

Implementation Team and have provided answers to the specific questions posed by DECC
in the attached annex.

We also strongly disagree with “Pay Now Dispute Later” for DCC invoices and the exclusion
of DCC from sharing any part of the costs for bad debt. We feel the current approach in these
areas does not sufficiently incentivise the DCC licensee to provide efficient and effective
billing and credit management functions.

We broadly welcome the proposals for the Change Board but we would urge DECC to
consider improvements to allow greater participation in the modifications process by
materially affected parties. We believe the Change Board should, in the first instance, deal

with all decisions relating to the progress of individual modifications with the independent

Panel providing oversight of the process and dealing with appeals and disputes as suggested.
During the transitional period, we believe the Panel membership should be expanded to take
into account its additional powers in the modifications process.

We urge DECC to reconsider its proposals for Elective Services. In particular, we believe
retaining the data details as part of a bilateral contract could impact the security and efficient
delivery of the Core Services by restricting visibility of elective data items from the oversight of
other SEC parties.

Finally, we note comments on page 15 of the consultation document which indicate the
Government is not persuaded that the National Electricity Transmission System Operator
should constitute a new Party category under the SEC. Instead, it is suggested aggregated
consumption data could be more efficiently obtained through DNOs. We believe further

SSE ple
Registered Office: Inveralmond House 200 Dunkeld Read Perth PH1 3AQ
Registared in Scotland No. SC117119

WA SSE COm



We look forward to early visibility of the next stages of the Code and the planned timescales
for review, consultation and implementation.

Please call me if you have any questions

Yours sincerely
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Annex - Consultétion Questions

General question on SEC legal drafting

We agree that in ?he main, the Government conclusions have been reflected in the legal text.
Instances where Interpretation seemed to be varied were highlighted to DECC/Wragge and
Co. at the recent SEC Stage 1 Draft legal review. we look forward to these amendments

being passed to Parties in early January 2013, therefore our comments without this amended
copy, are on the original draft,

In Section A, we are concerned with the drafting of a number of the defined terms. In
particular:

° “Bank Guarantee” — we do not believe that acceptability to the DCC should form part
of the definition. It js up to each SEC party to manage the acceptability of its own
financial arrangements. '

® “Cash Deposit’ — we are concerned that the title to funds transfers to the DcCc.
Deposits should be held on trust until such time as there is breach.

° “Default Interest Rate” — we believe that a default rate of 8% above base is
particularly high.

Also, of particular interest is a legal definition of “transition”, how long it will endure, which
SEC stages it will Span and when the baseline will be passed to formal Governance.
Transition is referred in the legal drafting, but is missing from the legal definitions.

given the limited scope of the Stage 1 SEC Modification process. As the DECC Programme

In Section D6.5, we do not believe it is Necessary that the representatives from SEC Users at
Working Groups should act independently. It is their expertise which is needed at this type of
meeting, and there is an element of party role which will inform their experience in thig area,
As the Panel and the Authority will be acting independently, we believe they will provide the
appropriate checks and balances throughout the process.

In Section E, we believe that stating specific data items to be provided by Network Ope{ators
to support access control in the main body of the Code is not the best approac_h. Experience
from other codes shows that this can become problematic to manage. In Sections E2.? and

subsidiary document that could be more easily amended. .
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In Section l_':'2._2, onl_y the UN(; is specifically mentioned. We would like to seek clarification
that the omission of iGT UNC is an oversight and that the provision of access contro| data for
iGT supply points will not be delayed,

In Section 11.5 sub-paragraphs (d) and (e), if a party is obligated to provide information
Iegegll_y, the DCC must be compelied to comply. Providing “reasonable assistance” is not
sufficient to allow parties to discharge their obligations.

In Sections I'I_.? to 11.14, the right of audit and investigations should be left to the ICO who are
the_e;(perts In Data Protection. There js a double jeopardy issue allowing the DCC to
audit/investigate parties and also being subject to the ICO's powers.

DCC Charges

2. Do you have any comments on format of the DCC’s Charging Statement for
Service Charges?

We broadly agree with the format of draft Charging Statement set out in Annex D of the
consultation. However, we continue to have a number of concerns about the approach to
DCC charging more generally,

We welcome changes to DCC invoicing to deal with manifest errors but continue to disagree
with the “Pay Now Dispute Later” approach. We urge DECC to consider the alternative of
allowing Service Users to withhold amounts in relation to disputed items. We feel that this
approach, alongside the expedited disputes process Proposed, would still ensure DCC
cashflow is protected. |t would provide a more robust incentive for DCC to quickly resolve

disputes and also offer equivalent protection to Service Users from disputed invoices.

We are concerned that arrangements to socialise the cost of bad debt with Service Users
cludes i

Finally, further consideration should be given to the timing of publication of indicative and final
DCC charging statements and commencement of charging periods to tie in with gas and
electricity network operator charging obligations and Regulatory Years. Network Oper_a_tor
charges currently apply for the Regulatory Year commencing 1** April and have to be notified

have very strict provisions for dealing with under or over recovery of revenue we are

3. Do you agree with the thresholds applied to the ‘irst comer / second comer’
principle (Five Year Rule for costs over £20,000)? If you disagree please set out
the reasons for your preferred approach.
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Yes we agree that there should be the opportunity for users to share the costs of elective

Services, in the same way that the mode) already accounts for the core Service costs across
all users,

the costs with Subsequent users of that service. However we question the thresholq for
costs, believing it more appropriate to start around £100,000. The administrative burden of
overseeing all elective services (of which there could end up being thousands, in individual

SEC Pane}

Modifications

5. Do you Support the proposed composition of the Change Board and its decision
making arrangements?

We agree with the decision making arrangements for the Change Board, but we feel that
asking the Panel to consider every self-governance ang urgent change would place an

SSE plc
Registered Offica: Inveralmond Houss 200 Dunkeld Road Perth PH1 3aQ
Registered in Scotland No.sC11711a

WWW. Sce com
—Lssgeem



We would prefer a governance mode) where the Pang) is responsible for independently
overseeing and Mmonitoring the modifications Process ang providing it s representative of aj|
party categories, jt may be appropriate to allow the Panel to deaj with appeals against
decisions of the Change Board. However if the Panel ig actively involved in making decisions
on how individya| Modifications are to be progressed €.9. whether they shoyld be urgent or
fast tracked, there is a risk of conflict of interest. We believe such decisions shoulg be made
by the more representative Change Boarg.

6. Do you think that the SEC should provide for Parties ang the consumer
repre§entative to appeal Change Board recommendations before they are

nelis n
progress of individual modifications shoulq be made by the Change Board in the first
instance. Utilising the independent Panel shoulg provide the industry with g more
Proportionately cost effective management of appeals and allow issues to be resolved before
involving the Authority.

We would look for this process to pe defined ready for, or during, SEC Stage 1, to Clearly set
out the steps ang timescales.

7. Do you have any further Comments, or views on the cost implications to SEC
Parties, regarding the Proposals for governance, the modification process and the
approach to appeal rights set out here and reflected in the legal drafting of Stage 1
of the SEC?

Yes.

9. Do you agree with the Government's proposal that in instances where the DCC is
exposed to liabilities that exceed what it can claim from the person causing !he
original breach, the net liabilities for the DCC will be recoverable from SEC Parties
by way of an increase in the DCC’s fixed charges?
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More suitable alternatives include:

* The DCC lic_:ensee should be obligated to obtain adequate indemnity insurance as
gggtt of the bid process, SEC Signatories could be obligated to Pay a proportion of thig
° SEC. Signatories could pay a bong to join the DcC that could b
DCC to cover shortfalls. e pon R

® SEC signatories could pay into a contingency fund.

Dispute resolution

10. Do you agree that the Government’s Proposal to allow DCC to link service provider
and SEC disputes jn the arbitration process?

Lengthy litigation could leave SEC parties in a hiatus and could have Consequential affects on
the administration of the SEC.

However difficulties may arise in respect of any IPR claims where the technical knowledge of
the technology courts would be very useful. We urge DECC to give this issue more thought in
relation to IPR.

Code co-ordination

appropriate,
Passing registration information to the Dcc

12. Do you agree that the proposed legal drafting for the SEC covering obligations on
SEC Parties to pPass registration information to the DCC is appropriate? Please
Provide a rationale for your views,

Yes, we agree with the requirement to provide the identified data and the legal drafting of the
obligations. We note that once the SEC is in force, the requirements in the Code will need to
be reviewed against the requirements in other Industry Codes to provide data to the DCC.
This is to ensure that the requirements are only stated in a single Place and that the Codes do
not introduce contradictory obligations. We also note that some of the specified data items are
optional or may be blank for valid reasons under other Industry Codes.

We note that the UPRN field is currently optional under existing Industry Codes and that
whilst there are benefits to Network Operators to confirm the extent of the roll out into a single
view for use by suppliers and other stakeholders. There will be an additional resource
requirement on Network Operators to match metering points to a UPRN and this should be
recognised within the relevant price control settlement (RIO-ED1).

Transitional arrangements
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13. Do you agree with the proposed variation to the SEC modification regime in the
transitional period, including a right of veto for the Secretary of State?

We are concerned that the Secretary of State’s right of veto are potentially an expansion of
the powers granted under the Energy Act without the requirement to lay orders in Parliament.

As stated above in response to Question 4, we are concerned that the limited membership of
the Panel is not appropriate during the transitional arrangements; particularly as the Panel will
have the modification powers of the Change Board. We urge DECC to consider extending the
membership of the Panel in the transitional period.

We believe it is important that as much clarity and certainty is provided in this critical
transitional period as possible regarding governance arrangements and definition of
transitional period. '

14. Comments are invited on the approach to transition as set out in this chapter and
section L of the SEC. Please provide rationale to support your views,

As stated above in response to Question 4, as paragraph L1.3 (d) gives the Panel the
functions of the Change Board in respect of Urgent Proposals in the transitional period, we

urge DECC to consider extending the membership of the Panel, during transition, using
Section L2,

Licence conditions

15. It is the Government's intention to introduce a regulatory obligation on suppliers
to enrol SMETS-compliant domestic meters with the DCC and that this obligation
would apply in relation to smart meters installed (from a specified point in the
future). Do you agree with this intention? Please provide a rationale for your
views.

We support the early migration of all compliant meters into the DCC to enable the delivery of
IA benefits. However this must be subject to technical and commercial viability to ensure we
deliver the most economic solution to our customers.

The Government has made it clear that pre-mandate deployment of smart meters would be at
the installing supplier's commercial risk. We cannot accept any socialisation of costs that
may arise through adoption. Given that pre-mandate smart meters would have been
deployed for the commercial advantage of the installing supplier, it is wholly unreasonable for
subsequent suppliers to underwrite another’s commercial risk — this would seem to be entirely
at odds with our competitive market model. We firmly believe that any such costs arising
must be borne by the installing suppler as it is through their direct action that these costs have
arisen.

We believe that the DCC services should be allowed to stabilise before any mandatory
enrolment is permitted, thus enabling a sufficiently informed and reality based decision
making process. The criteria for this stabilisation should be agreed with the SEC panel and
signed-off when achieved. Following this sign off we would expect all meters, to which the
mandate applies, to be adopted as soon as is reasonable practicable/within 6 to 9 months.

For Network Operators, the potential benefit of data from smart meters is reduced when
‘gaps” in the information available exist. We are concerned that if large numbers of pre-
SMETS and SMETS1 meters are installed the information available to Network Operators to
deliver wider network benefits will be greatly reduced and other solutions may be required to
deliver smart network solutions.
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Use of System Code (Cusc)
licensees or users. This level o
Netwo:_rk Operators may not be

As set out under Question 17 above, we are concerned that as currently drafted there is
egarding which sections of the SEC a networl
believe the a

insufficient Clarity r
comply with in order to com

Ply. As set out above, we

codes such as the UNC should be adopted under the
which users or parties are required to comply.
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