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INTRODUCTION
This document s presented in response Lo consultation on the drafl DCC Licence and Licence Applicati
regu'ations.

This documen! inchudes Lhe fiolliowing:
« Seclion 1 Executive Summary
s  Section? Responses 1o Quostions 1-14

would ke to thank DECC for the opportunity to respond to this Consultatson. For any further
imfarmaton, pleass contact
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17 EXECUTIVESUMMARY. © » i o e e

1.1  Executlive Summary

We very much welcome the apportunity at this stage raise a few chservations regarding your
current proposals, Where possible rather than just raise a concern we do Iry fo offer alternalive
perspectives and recommendations on other options DECC may choose 1o consider as you
finalise the key elements of the SEC and DCC Llcence. WWe also hope that some of our
concems may be rescived following discussion and a greater understanding of the intention
behind some of the words which at times were nol always clear fram the documentalion
provided.

We have broken our key concams down inta threa areas:

CCC as a Prime Contractor

Our understanding of the documentation is that DECC sea the DCC as a Prime Contractor for
the Extemal Service Providers and holding the service contracts with the Energy Suppliers.
There are a number of concems with this sort of model, particularly where the Prime Contractor
s potentially a minority party in terms of SErvice revenues:
a) All External Service Provider revenues will be channelled through the DCC and therefore
wil be subject to some level of mark-up and will have a diluting impact on the DCC
margins and add to the averall costs.

b) Flow down of liablliies and credits are always likely to leave gaps which the CCC would
be left rosponsible for, We recognise certain efforts have been made to protect the DCC
but given it is a minarity revenue stream these would =til be of concem. In addtion the
DCC is being expected to take ownership of contracts that it will have not negotiated
after it has agreed to the terms of the DCC Licence and SEC.

) It is usual for Emitations on liabilities to be based on revenue and If the revenua includes
that of all External Senvice Providars the risk for the DCC could be disproportionata 1o its
profits.

bafeves that before committing to the above approach, DECC should consider
whather other arangements, such as appointing the DCC as a Managing Agent where the
eontractinvaice flow remains with the DECC, could provide the function that DECC requires and
make the role more altractive to bidders. This would also have the advantage that if the DCC
Resporse o consulclion on the craft DCC Lcence and licence Appication
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were not performing and its licence was revoked, that the contracts with the External Suppliers
would remain in place with DECC.

Restrictions on Business Opportunities

is a3 yet unclear as 1o what extent = A may be
prohibited by the restrictions set out in the code and the Licence from providing services. To
some exient this is dependent on the exact nature and scope of the DCC; however our current
view at this point is that the DCC is essentially a management and procurement function, which
pulls in rescurces and capabilities from other parts of the group to carry out some of the
functions of the Licensee itself, Our inlerpretation at present is that the resiricion on the
services that the DCC itself could provide, as opposed to procuring, would be quite significant
thus imiting its ability lo deploy assets, capability and infrastructure (shared or otherwise) lo
ensure the succossful delivery of the service. An example of this might be QA or lesting
services, or even operational BPO senvices to monitor quality and identfy/tigger work orders to
remedy Issues with the smart metering system

Cutside of the iImmediate scope of the SMIP. we are also unclear as to whether  would be
constrained in business in the energy sector as a whole, for exampie
services 1o the supplier to support the deployment of smart meters during mass rollout or
implementation of in-home devices and or smart applications . The mora restrictions that DECC
place on tho DCC (& its owning company), tho less attractive the opportuniy is lixely to ba to
prospective suppliers.

DCC as an Independent Company

We understand and fully support the need for the DCC 1o be independent given the arbitration
aspects 1o its role. ' believes it may be difficult to achieve the credit ratings for a newly
established company and feels that the overheads of selling up a separate company with
independent directors is not an appealing proposition (for a relatively small concern -
particularly if it is unable to pull in capabiity of ather parts of the group). Clearly many of the
corperate reporting and financial secunity reouirements are arguable better served by the DcC
operaling as a separale company, however does feel that if DECC could find a way
of allowing suppliers to ring fence the DCC from within their existing organisations, then it might
be more attractive lo bidders,

These are the main points we have highlight from the responses that follow. \We have only
answered questions where we faal that we have either a soecific contribution to make. Desoite
these concems

. We would welcome the opportunity for dialogue with DECC to discuss some of the
potential constraints that might be imposed on senvice providers given the current wording in
your documentation. We hope that you find our perspectives helpful and constructive, whilst
challenging and that this will help you to finalise your position prior to initiating the selection
process for the Licensee later on in the summer, Should you have any guestions on any of tha
information contained within our responses please do not hesitate to contact us.

Resporse to consulicfion on the draft DCC Licence and lcence Applicalion
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5 RESPONSESTO QUESTIONS1.141 | 0

2.1

Question 1

Do you agree with the structure and content of parts 1.and 2 of the lieence?

broadly supports the structure of Part 1 and 2 of the Licence. in lerms of the
content Capgemini would ke to add thal:

* Part 1

Arficle 4 may need additional clarification as to the exact responsibiities of the hcenca
halder: the current text can be interpreled in a limiting way and it is not clear that this is
the intent. As an example it states ...to and from Smart Melers instalied in Domeshic

Premises” and underslanding is that that small businesses in Iha non-
damastic sector fall within the terms of the licence.
Article 5- notes that a separale company is being propased to fulfi the

functian of the licensee, primarily, we believe, to address the independence provisions of
Condifion 9. The implication of sefting up a separate company o fulfil the obligations of
the DCC would be significant and bolicves there are allernative ways of ring
fencing the activitios of the DCC within an existing company.

Arficles 16-17 allows the government to amend the terms of the licence and
belisves the licensce should be given some comfort that any addittonal matenal cosls
Incurred as a resull of those changes would be recoverable.

* Part 2

Broadly speaking undarstands the necessily for having conditions far
revocation of the licence, although the details of whether a partial revocation should be
allowed {as sef out in article 2) need further discussion since § may nol ba viable for the
ficensen to continue fo provide just parl of the service;

Class B Events: further discussion may be needed lo understand the inlent leading fo the
constrained notice period refated to Class B events and the lack of compensation where
significant expense has been incurred by the licence holder,

Class C evenis:

» In application of the events listed for the puposes of dass C would Iike lo
understand the conditions for reclification of any applicable event prior [o the
axecution of a ravocation.

= You may consider giving further consideration fo Articie 13; for exampile it may bo the
case that the partias may wish lo mutually agree to waive he timeframes.

Response fo consullotion on the araft DCC Lcence and Ucence Appicolion
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2.2 Question 2

DI-T?DIJ agree with the proposed list of lcence revocation events, in particular do you
agree with the inclusion of revocation triggers linked to:

Yas,

i)

A fallure of the DCC to comply with an enfercement notice issued under Section 40 of the
Data Protection Act;

No comment al this ime,

A contravention of the licence condition o statutory requirement in a manner so serious
as to make it mappropriata for the licensee to continue to hold the cence;

MNo comment al this lime,

i)

A contravention of the independence Condiion 9; and

I}

No comment al this lime,

Tha licensea no longer being, or never having been, a fit and proper persan to carry out
the Authorised Activity?

No comment af Ihis Lme.

23 Question3

Da you aﬁm& that the DCC licence should be issued for a fixed-term only?

It is entirely approprate thal the DCC licence be offered for a fixed term. The ability for
the Authorily to extend the licence for up lo six years gives sufficient flexibilily to re-lef the
licence in whatever circumstances prevall, The intention to avoid co-ferminalion of the
licence and a major service provider contract will significantly reduce the risks in
iransition la either a new DCC or now service provider.

A hwelvo year term enables the DCC to plan investments in such a way as o provida the
most commercially attractive propesition. The term reflects the complexity and duralion
of any subsequent fransition o a new licenses.

Retponse fo consufation on fhe drall DCC Licence and Llicence Appecation
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2.4

Guastion 4

Do you have any comments on Chapler 1 of the licence conditions, in particular do you
have any comments on tha drafting of the definitions?

Al this stage has no cornmenl o make on the drafting of the definilions
confained within Chapter 1 of the licence conditions, Mowever wa would like fo express
some reservalions regarding the ability of the Secretary of Stale to amend the DCC
licenca unti 2018, which would obwvlously be alter the initial DCC was appointed, Wa
walcome thal these amendments would only be done "with caution and only following
discussion with the licensee”, bul would Iike ta soo some prodections with regard lo the
DCE if the amandments resuffed in major changes lo cbiectives andor cosls lo delivery
of the required senvice.

noles that the Licensee payments ta the Authorily are based upon various
estimated cosls logether with an adjustment for actual cosls in the case of the
Compalition Commission, Il 15 not clear whether the Authonly is able fo rosel thesa
forecast chargas through the ferm but if thay are then the Licensee would requiro a
facility to aciust s charges if the estimaled Relevan! Costs were fo change.

2.5

Queslion &

Da you have any comments on Chapler 2 of the licence conditions, in particular do you
have any views on:

The general objectives of the DCC;

“agrees with the general objectives of the DCC as set oul in Condition 5 of the
draft DCC Liconce, hovever we would iike lo see greater clarily fram DECC when
distinguishing befween the responsibilitios of the Licensee itselfl and thase of the extemal
suppliers e.g. DSP and CSP. Therefore a cerlain degree of ambiguily has developed
from the consullation documentation when reference is made to the DCC in so far as we
are at times unsure whether this means the collective community of DCC Licensee,
together with the selected external suppliers or whether in fact this is solely referming to
the DCC licenseg in isolalion.

We do also agree thal setling oul DCC objeclives in the DCC licance (rather than in
legistation) provides more faxibility, which could be impordant as the new markel
arrangements are implernented.

Furthermore, also concurs that the DCC should not have explicll objeclives
relating to consumers as i will have no direct relalionship fo them. The general objective
(1) implicitly covers consumer interesls, which is sufficient in our view.

The way in which the Mandatory and Permitled businesses of the OCC have been
construcied:

considers that the way Mandalory and Permitted businesses of the DCC have
been constructed is reasonable.  The proposed reguiatory threshold for Minimal Senvices
(fess than £0.5m lurmover per annum In tofal) appears low. We consider & folal figure of
| £1m per annum o be a better deminimus threshold for regulatory inlerventlion.

Reiponse fo consuliofion on the drall DCC Ucence and Licence Appfcohion
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i)

The interaction between the mandatory and permitted businesses;

considers if reasonabie that the DCC must gain consent from the Autharity
prior o providing a Valve Added Service. However, the interaction between the
mandatary and permitied businesses needs further clarification before we can comment
fully. Al this stage in market development it is reasonable fo assume that there may be
Value Added Services thal do nol necessanly reduce the cost of the Mandalory
Business. From the drafling it is unclear how these types of Value Added Services would
be considarad by the Authorily. Thers needs fo be scope to have Value Added Services
that reduce Mandatory Service costs and Value Added Services thal do not (but provide
some other benefit).

v)

The proposed general and security cantrols far tne DCG?

The general controls proposed in Condition 7 appear [o be broadly acceplable in the
curren! drafl, however the requirement to produce Corporate Govemance Stalements
{CSGs) is only feasible where the DGC Is a separate company with its own legal idenlity
and ownership siructure {which may not be [he preferred mechanism by the market for
maintaining independanca).

The proposed secunty conirols in Condifion & appear prudent, bul given thal more
detalled obligations are yel lo be defined, we cannot comment fully. In addition, we are
keen o undarstand how the Authorised Securily Standard will work in praclice, including
who will issue It and its ongoing governance, We also considar that it will be necessary
ta have safeguards for the DCC to ensure that security conlrols remain proportionale
aver lime, and therefore the cosls of compliance also remain proportionale.

It should however be noled for completeness with reference lo Condition 8 of the Licenca
that the DCC Licensee can anly secure information Maws through the services which if is
responsible far managing/delivering.

Respomse fo consultalion on fthe dreft DOC Ucence and Licence Applcation
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2.6

Guestion &

Do you have any comments on Chapter 3 of the cence conditions, in partcular do you
have any comments on:

In response to this sechion would like o make a general commant regarding
the proposed restnclions on the Licensee.

understands why the Authority would wan! assurance of independance on the
part of the DCC given thal part of its role wil be fo arbitrate as lo who is responsilio
{within SEC Parties and External Strvice Providers) for errors within the Smart Energy
systom. As such it understands the need to tie breaches in independance with the
ravocalion provisions but does have concemns about the implications thal will result from
the establishmant of a separale company (which will restrct the use of established group
assets and capability) and the requirement to appoint Indepandent Direclars.

It is unclear fram the restrictions sot out in Condilion 9 whether other parts of a senvice
provider group will ba able to provida the fallowing senvices:

1. Operational BPO services including service centres 0 momnitor and manage overall
senvice calfvery

2. Senvice analytics, lesting and performanca management senvices [0 ansurc
effective management of the DSP and CSP and delivery of the agreed KPIs

3 Future elective/Value Added services lo support field asset deployment e.g.
communications hub and or senvices fo support smart melering for Waler Utilities
ar lo the non-domeslic seclor covering broader areas such as onergy managemeni
and efficiency

DECC may wish lo reconsidar the degree lo which it proposes [o restrict the busingss
activities of the Licensee. The sorvice providers in the market will want to bring capabilily
to bear {without having to go through a competitve fendering process every time) a5 part
of their responsibilitics as the Licensea.

Eurthermara it is also unclear from the curren! drafting the degres o which to Licenses will
ba restricled from providing senvices outside of SMIP and to the broader markot in the UK
e.g. home energy managemeant services [0 CONSUMErs wia utiities, smart meter
deployment managed services 1o Suppor! Mass rofl-out.

Our cumrent perspective is thal the restrictions seem lo be broador than we werg
anlicipating prior to the release of the draff licence., We were working on a basic
assumption that the only main restriction would be batween the core responsibilities of
both DSP and CSP as per the ongoing procurement in these areas, this being a
delineation of responsibility which we entirely understand and are comfortable wilh in
order o aveld conflict of inferest issues. The extermal perspective is likely to be that if the
restrictions on the Licensee are too great that the opparfunily will nol appeal to Ihe
broader markef place.

the independence requirements of the OCC and the interachen with the revecation
pravisions;

Ve are also concermed that the independence requirements may interfare with tha DCC's
ability to offer the Authority the best service or salution in all circumslances. We sugges!
that the Autherily considers how the implamentation of ethical walls could achiove the
same ends

Rolporse fo consdtotion on the craft OCC Lcence ard Locence Applicofon
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il)

the broad condition on protection of confidential information;

Mo comment al this ime..

i)

the scope and nature of tha role of the compliance afficer?

The compliance officer would be in a position to identify haw well the consliructs oullined [
point i) above were working and act accordingly.

2.7

Queslion 7

Do you have any comments on Chapler 4 of the licence conditions, in ]ﬁr‘ti:ulal' da you
have any comments on the drafting of (DCC Licence and Licence Application Regulations
consultation)

the transitonal obligations on the DGC, possibly as part of a wider transition scheme;

[ Is esstential that the end [o end processes are established and agrecd as part of the
fransitional obiigations. This would include the following:

Indusly processes
Service management

» Accountabilites of parlicipants across supply chain

Inferim processes and contracts — and plan to migrale [0 nEw

1he proposals for how the DCC would set out its future business developmen objectives;

The current proposals appear [o bo reasonabie.

i)

the proposed inclusion of a licence condition that would faciitate future transfer af
registration to the DCC?

This Is a prorequisite for successful DCC. Registration should be key part of the DCC
scape,

Response fo consullation on fhe droft DCC ticence and licence Applcation
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Guestion 8

Do you have any comments on Chapter 5 of the licence conditions, in particular do you
have any commaents on:

notes thal tho Licensee is expected lo lake on tho contrects of the Exfernal
Servica Providers (CSP and DSP) negolialed by the Governmen! and encrgy supplier
confracts for Foundation Senvices including communications conlracls. has
concems about the appropriateness of the Licensee laking on such contracls (which may
be financially significantly larger than its own conlract). If it were to take on these conlracls
in its own right and operate as a Prime Contractor then the labiities associated with the
whole sorvice would in the first instance lia with the Licensee, Whilst the Licensee would
attempt to flow these labilities down to the External Service Providers, the risks inherant
in this approach make the business less appealing lo polential suppliers.

DECC may wish lo consider alternative governance and conlracting approaches such as
making the Licensee a managing agent! rather than a prime conlractor. This may provide
for a solution with more equilable risks commansurale with the volume of the sorvices
provided as a percentage of the whole.

The procurement obligations, including the balance between what the DCC must
competitively precure and what it may self provide;

inferpretation of ‘Relevant Service Capabilily” includes both the SQIVicos
procured from Extemal Service Providers and the senvices it provides itself, Paragraph
16.6 would seem to suggest thal Part B would apply and therefore would require the
Licensee to conduct a competive procurement exercise even for the services it provides
itseif. We do not baliave this is the intention but i is not clear.

As previously stated in question & above, we feel grealer clanly is required in defining
what sarvices can and can'l be provided by other parts of the servica providers group.

The most appropriate role, if any, for the Authority in influencing how the DCC should
balance various competing public interests, when preparing for future procurements of
Fundamental Service Capability;

We would recommend that the Authonty's role in fulure procurements is nol overly
prescriptive and thal intervention is kep! fo a minimum, Beyond this we fes! that the
proposals seem reasonable as drafted.

lid}

Do you have any evidence from other sectors about how the public intefest is taken into
account by regulated bodies when making major procurement decisions;

No comment at this time.

)

The cbligations on the DCC In relation to provision of services, recognising that thesa
conditions will need to be reviewed in light of a more detailed definition of services, and

With rofarence [o [he earier comments regarding the lack of clanty around the
raspensibilities of the parties we are unclear, Part D (provislon of commuriicalions hubs)
is an exampie of a sorvice underslood 1o be provided by the CSP rather than the

Resporse lo consufafion on the droft DCC licence and Ucence Appfcaton
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2.7

Licenses itsoil

The charging methodology provisions, particularty the objectives of the methodology?

suppoits the need to have a well defined charging methodology although we
do nole that the methodology sot out in Chapler 9 is extremely complex. It is also noted
that the Secretary of Stale has the right to designale charging mefhodalogios and whilst
there is an obligation to consult, the Licensee would ba required fo comply with any
charging methodalogles and could conceivably be oul of pocket if it vias had not agreed
fo the charging methodalogy.

Guestion ¢

Do you have any comments on Chapter 6 of the hcence conditions, in particular do you
have any comments on :

i)

The scope of the SEC as sel out in the SEC condition and the SEC objectives,

The scope of the SEC as cumently drafied is consisfant with the objectives set out for the
DCC (see comments to question 5(1) above). Consegquently we agree in prnciple o the
SEC objoctives set oul in paragraph 4.160. We also agree thal there should be no direct
consumer objectivels for the SEC, which is consistent with other indusiry documents that
do not deal directly with consumers. In addition, we believe thal consumer inleresis will
ba sufficiently profectad by the exisling sef of proposed SEC and DCC objectives and tha
SEC Panel.

i)

Whether tha DCC should have a licence obligation to maintain and keep in force the
SEC;

The DCC must ke party fo and comply with the SEC and we agree thal the DCC is best
placed [o take on responsibility for the administralion, enforcemeant and evolttion of the
SEC However DECC should not underestimale the amount of affort thal such an
obligation will enfal.

i)

The preposal to allow the Secretary of State to block SEC medifications In the period up
to 310ciober 2018; and

We support the propasal for the Secretary of State to be abla to block SEC modificalions
up fo end October 2018. This will provide stabillty, if it s required, of the SEC during the
implementation phase of the programme. Arangements will howaver need (o ba sef out
ta enable the SEC Panel and DCC to manage any backliog of SEC modificalions that
have built up aver the period, which could be substantial.

Rescomse o consutation on the drall DCC Ucence and Ucence Appicalon
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7v) | The way in which interaperability should be addressed through the SEG objectives?

agrees with the principle that intaroperability objectives should be addressed
through the SEC. However the processes which govem intercperabiily are likely lo be
extremely detailed and need to build on the previous Foungation leaming lo ensurc
ongoing inforoperabiity.

2.10 Question 10

10 | Da you have particular comments on how bes! to ensure the consumer interest is met in
the SEC Objectives, in particular:

7| Can you identity any polential scenarios where a modification might be proposed which |
would be in the Interests of consumers but which would not be supported by the
objectives set out for the coda: and

It is possible thal improvemen(s will be identified to the information pravided 1o
consumers on the In-Home Display (THD). Such a change doas not refala to efficiant
provision, installation or operafion of the Smart Metering Systems (first objeclive),
Neither does it constilute innovation and design in the Energy Nelworks (fourth
objective), as the IHD sits oulside the networks. None of the olher objeclives are
obviously relevant to this.

i | i you think the objectives could ba set oul o better capture the interesls of consumers,
as opposed to the proposed approach for SEC objectives to bae balanced In the round
with dua regard for energy consumers’ inlerests, hew do you think this could be done?

A suggested change to the wording of tha first objective would be lo “facilifale the
efficient provision, instaliation, operation and ongoing usefulness of the Smart Metering
Systems at Energy Consumers’ premises within Graat Brifain”.

Response fo consuliction on the drafl DCC Lcence and licence Apowcalion
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2.11 GQueslion 11

11 | Do you have comments on the proposed condition allowing the Authority to put ferward
code modifications and for this power to be Emited 1o specific areas defined in the SEC?

Mo comment al this Hime.

=

212 Queslion 12

12 | Do you have any comments on Chapler 7 of the licence condtiens, in particular do you
have any comments on:

noles tha vanous certificales and rostictions set oul Condition 24, Vehils! these
may be appropriale for a Licenseg gstablished as o separale company, as previously
mentioned, nol all polential service providers may be prepared to set up separale
companias in which case the requirements of this chapter will necd lo be ro-assessed,

is also unclear as lo whether profits made by the DCC are subject to the
Restricled Transactions set oul. : :

[ =

The proposals In relation 1o financial security, in particular the requirement to providea |
performance bond in addition to financial securily?

L]

docs nol 500 a problem in gaining the undertaking from the Litimate
Controlier set out in Part A of Condifon 25. though wolrld question the need fo renew that
undertaking on an annual basis. Howawver does envisage dificulties in
securing the required credil ratings set out in Condition 25 if the DCC is a nawly
established company, particularly if that company is 8 just a management function which
ulilises resources from the res! of the service provider group to undertake the sorvices it
must provida,

In general the level of financial secunty required would depend on whether the hcenseg
was operating as a Managing Agent or as a Prime Contractor.

Response fo conswfalion on the drall OCC Licence and Ucenco Applicolon
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2,13 GQueslion 13

13

Do you have any comments on Chapler 8 of the ficence conditions, in particular do you
hawve comments on:

would like to make some general comments on Chapter 9.

As a general comment, the price controls sot out in Chaplar 8 do soem lo be very
complex, It is obviously the intention of DECC to have all Extemal Service Providers
billing the DCC and for the DCC o consequently bill Energy Suppliers. This effectively
makes the charges far Extemal Service Providers pass through revenue and therefore
potentially subject to additional margin and may complicale the quantification of risk and
sepvice credifs which are usually based on revenue. [t is also noled that the Authority
would (under the SEC)_have the nght to fine the DCC up to 10% of ils fumever which
under this mode! would generate a fine that could potentially dwarf its entire revenue.
DECC shou'd give further consideration as o whether it is possibie for tha Licensee o
fuifil its function on 8 Managing Agent basis ralher than as a Prime Contractor.

It is inappropriate that, as discussed in para 4,197, the DCC be prevented from procuring
‘gold plated” sorvices o protoct its KPIS as long as this is done cos! effectively and
provides value for monay. Any such infrusion inlo how the DEC delivers its senvicos may
result in @ sub-optimal cutcome and blur the demarcation of responsibility. The
Authority's and DECC's focus must be on the outcomas of the DCC's aclivities. I could
be argued that ‘gold plated” valug for monay senvices will be those thal bes! serve the
consumer in the long term by assuring the highest possible fevels of avoilabiity and
performanca.

The remarks in para 4,188 aboul limiting service penalties are reasonable in principle;
regimes that are over onerous can drive negative supplier behaviour and contribule to
further degradation of the service

The KPls themselves are not an appropriale subject for negolialion as they should reflect
a business roguirernent.

KPJs that could be applied to the DCC itsell must reflect its rofa in taking responsibility for
the end o end service. These might then be around managing change without negative
impact, implementing and execuling processes that contribute fo success and drving
cosi-reduction and innovation throughout the envirenment.

]

~r=reed for the revenus resiriction conditions in the DCC licence to evolve as the
DCC's rode changes,

As previously menlioned Ts uncomfortable with the requirement for profits in
the Value Add services fo be used i reducing the charges for the Mandalory Services
and sees this as a disincentive lo suppliers fo propose Valup Add senvices.

iy

The need to incentivise the DCC 1o concentrate on achieving programme milestones at
the beginning;

Resporue lo conswiation on fhe dralt OCC Ucence ond Ucence Appicalion
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Wiils! would be prepared (o consider such a mechanism, it does add to the
complexity of the pricing model.

i) | The proposal that the DCC's internal costs should be passed through wath a {£fannum
margin appbed,

in principle * has no objoction fo aperating with this sort of model,

iv) | That incentives on reduction in the DCC's internal costs and on output measures should
ba applied later;

It is entirely appropriale thal largets for the reduction of the DCC's costs should only be
applied latar; a period of relative stability is required for all partias lo undersland the
axten! lo which indial assumptions have changed in practice and the resulting commernial
implications. Furthermore, the performance characteristics of and requirements for the
DCC's services may change as the deployment of melers progresses,

v) | That the DCC should be subject to an element of bad debt risk unless it lakes reasonablo
measures to recover such debt; and

understands that part of the role of the Licansae will ba o manage the SEC
Paries crodit cover and the recovary of bad dabt on behall of Government. We believe
though that this may potentially expose the Licenses o a debt exposure that could dwarf
the profit that it receives for its services (and also dwarf the Allowed Revenue if the
payments were channelled directly through the government as may ba the case in a
Managing Agent solution.

vi) | Particular KPIs that could be applied 10 the DCC after it starts 1o deliver services?

Assuming that this question is refemng lo the Licensce themselves (as opposed [o the
DSP or CSP), then the KPis would need la relale [0 its perfarmance in managing the
overall senvices and issues thal anse.

Response fo consulotion on the droft DCC Licence and Licence Application
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2.14 Question 14

14

Do you have any comments on Chapter 10 of the licence conditions, in particular do you
have any comments on:

i)

The proposed arrangements applying to Management Orders, including the scope of the
powers of the Authority in such circumstances;

understands why DECC would require Managament Orders bul is concemned
that there should be very clear triggers 25 o when these would be appropale,
Requirement 1 Is a clear trigger but Requirement 2 is al the Authonity’s discrelion and
should be open lo challenge. also believes that 8 Managemen! Order should
have a finite fife and where the purpose has not been achieved afler a cartain time . than
termination should be served.

The arrangements proposed in relation lo the Business Handover Plan and the process
far resolution of matters between the outgoing and incoming DCC;

Mo comment at this time.

iin)

The scope of matlers that the Business Handover Plan should provide for,

Mo comment at this fime.

)

The scope of the matters that may need (o survive for a period of time o continue to
ensure a smooth handover to the DCC's successor and whether the two year limeframe

is appropriate; and

is unsura why It would be necassary for Conditions 21,22 24,25 and 41 fo
sunvive the expiry or revocalion of the licence.

Reipomnse o consdfotion en fhe draft DOC Ucence cnd Licence Apghicaton
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V] | The proposed approach ta Intellectual Property Rights?

undersiands that the Authorily requires all IPR crealed through the provision
of the senvices lo be tfransforrable fo a Successor Suppler, It is however possible that
some pre-existing IPR, not specific o the services is aiso used in providing the services
and does nof anticipate that this would transfer. The Licence needs o allow
for what happens lo pre-gxisting IFR.

Response lo consuliction on the droft DCC LUcence ond licence Applcafion
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