British Gas

Looking after your world

Britmh Gas
17 Flaer, Lakende West
10 The Causraay

Siemesy
Maoddlesew
TWik gy

Rob Church

Smart Metering Implementation Proagramme - Regulatery Design Team
Deportment af Energy and Climate Chonge

3 Whitehall Place,

Lendon
S 1A 2aw

A1% May 2012
Lear Rob,
Re: Cansvitation on the Smard Metering Implementation Programme - Smart Energy Code

1. The Smart Energy Code (SEC) will govern smart metering tervices that arcund 10millicn
of cur customers receive from the Dara Communications Company [DCCL It will alse
play o significont role in managing the change control process of the Smart Matering
Equipment Technicol Specification (SMETS) that shall apply te opprox 18millicn meters
installed by Britith Goi and longer term iz likely to play a key role in many other
industry errongements including customer transfer processes. The SEC will caver a
broader set of industry orrangements than any ether industry code ond will be
fundamental to the operation of our busines:.

2, It is imperative therefore thot Britith Ga: ousets, eperations, cosfs or cusfomer service
delivery cannat be unduly ar unfairly influenced by other industry parties and SEC Panel
members erpecially given that this includes eur competitors. The SEC Panel must not be
able to deliver decitions and outcomes that ore skewed in the faveur of o collective, of
competitars ar any particular industry consfituency.  This is porticularly atute at a time
where different companies have different oppreaches to the roll-out of smart meters
ond different perspedtives on metering specifications.

Jd.  Centrel to tackling this is the constitvency ond representotion of the SEC panel and the
stewardship by the regulater er DECC over the decisions that they toke ond the
timescales aver which they are implemented. A farm af properiional represeniation is
eusentiol, such a3 the arrongements tho! operote within the Moiter Reglstration
Agreement (MEA)L  Witheut this it will be for foo cosy for o number of competitors
roprasented on the SEC Panel to undermine the interests of a supplier that is not. Whilst
an oppeol process is an eszential tool in mitigating tome of this risk it does not fully
addrass it. It ereates o relionce on rogulotary intervention ond all the risks that come
with it, Including risk fer the regulater in torms of potential judiciol review.

4, Wo porticulorly welcome the suggestion that the independent SEC Panel chalr can
appeint additiongl voting 3EC ponel members if it is felt that any group of DCC Service
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Uters are not adequately represented within the membership of the panel. However, 1o
aveld this becoming an inevitable ocourrence the proposed SEC Ponel election process
must be modified a3 it will undoubredly lead to this provision being enocted. The current
propeosal: are for 4 large suppliers, and 1 smell supplier, it is therefore not impessible 10
conceive that Supplier representation could be controlled by organizations the! have a
ralativaly smaoll share of the market (cuttomer numbers) but hold a significent majarity in
termi af number orgonitations. It would be whelly inoppropriate and wacceptoble for
wich ergaonisaiions, which are likely 1o contribute a relatively minar amount tewords the
operotien of the DCC, te have disproportionate control over the chonge process. For
cxample, to haove a greater combined voite or power than a tingle larger entity, wuch
as curselves, would be untenable. As the majer finonciol contributor 1o the DCC, the
largest wior of DCC services, having over 1&millien future smart mater installotions,
10million customers ond having the largest investment progremme dependant on the
DCC's sweeess, It is imperative that we ploy o leading rele In the SEC gevernance
orrangemenis. Any arrangements that do nat provide this ore unocceptable.

Cuttomers are ot the heart of smort metering and should ensure that they are wall
repretented and seen o be well reprosented. As far as industry parties are concerned,
suppliers ore cotest to customers, have the strongest relationship with them ond are
ultimotely principally accountable for the rollout ond tuwecess of smart metering. In
addifion te ensuring that cnergy suppliers, ond therefore consumers, are wificlently well
represented  within SEC  goavernonce we  would welcome increosted  consumer
roepresentation on the 5EC Panel. However, It i3 esentiol that any consumer
representatives are truly independent [octing on behelf of the Motinel Contumer
Council, nen-prafit charity ete] and do not have other commercial or medio interests that
could underming thelr ability to fruly represent contumers interests first and foremast.

It Iy imperent for pariies to be oble fo secure chonge end thot stalling toctics or
filibustering ore prevented. At the same fime I should not be powmible fo roilroad
change through in o monner that domages not just day to day eperations but confidence
in the regime per se. Two impartant oipects that mest be in ploce are;

a. Stondard minimum Implementation fime-fromes. Thewe may vary dependent on
the impact, the porties offected eotc. ond could be toilored by chonge type
given the broad scope of the SEC [industry processes, meter functionality, etcl.

b. An urgont modification process thot recognises the need for expedited change.
Due te the broad noture of the SEC the existing Ofgem urgency criterio moy
nead fo be amended fo foclitate this

In terms of DCC cost ollocation, the Charging Methodelogy for the establishment,
aperation and angaing service provision of the BCC is o critical part of SEC govermonce
fromewark. It is eszential that parties are allocated cost on o basis proportional to the
costs that they place vpon the DCC. It iz alio ewential that Suppliers are nat effectively
penolised for proodively porticpating in Foundation and in the early years of the mass-
ralleut stage, we are encouraged thoet the Gavernment recognise this.
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8. Itis essenticl that the Code Administrater and Secrotorior functions are carried out in an
independent manner with no undue Influence from any industry porty or the DCC. This
thould be the caste regordloss of whether @ SECCa is formed and there should be clear
obligations placed upon parties within the SEC (and any centrocteol orrangements) ta
secure this

Y. Robust ond credible dispute, aswurance, complionce and rectification regimes will be
crucial in uphalding the efficient eperation and execrtion of the SEC and DCC activitios.
This meeds to be the right balance of indusiry contrel with the cppropriate regulatery
ewcalation route in ploce. We look farward 1o working with the Progromme In
developing these functions further.

10.  Although net cavered by this conwltotion we are aware that sgnificent work will be
roequired prior ta the DCC offering services through the provision: within the SEC and
that a form of the SEC will be required in early 2013. With the diverse viows amongut
auppliers the gevernance arrangements during this peried are a3 imgertant, if nat mare,
than the enduring madel. We leok forword to further progromme discusiions on how the
SEC will bo enocted ond what the governance arrangements in this ‘transitional” period
will leak like.

1. We have reiponded fo the detailed conmuliation questions in the attached appendix.

If you require any further information ar wish o diseuss further any element of this rosoonso
then pleate do net hesliole 1o contoct me or

Yours sinceraly
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Appendix One

Q1: Pleose provide any commenls thal you have on the classification of party
categories under the 3EC,

1.1 We are wppertive of the Governments proposal to have the following party

cotegories within the Smart Energy Code |SEC):

&  Tho DCC

s as Supplier

#  Eloctricity Jupplior

¢ Gos Transporter

#  Electricity Distributar

*  COithar User

1.2 We do not believe thot there it any need to split out these cotegeries into sub-
cotegories to indude, for exomple, non-domestic Suppliers. Theie categories do nat
represent the rights or obligations that on erganization will have within the mediflcation
change process or within the SEC Panel and ere at the appropriate level [fe. different
groups or constitvencies could be used for change contrel and the moedification

procos).

1.3 The matter of meter tervice argonitation: (e.g. MOPs, MAP: & MAM:) i3 deall with
later in the consultotion document, "We recognise that if the opfien 1o include such
erganisations o3 3EC portios 5 odopted then the cbove list would need to be
amended, however, we ore not supportive of this {iee later question).

1.4 There has been some concorn roised thot the cotegery “Cther User” includes all the
other party categeries. This may couse legal teat drafting preblems when osigning
obligations or rights within the 5EC as, for exomple, non-licensed porties will have
diffarent rights to licensed parties and will need to be excluded each time the “Other
User™ party category s referred to. We believe that the definition should be
amended to exclude all licented parties and, where necesory, the term all SEC

parties con be used.

Q2:  Are the requirements of both meler asset providers ond meter operators For occess
le smart mefering systems adequately coplured in this consullation paper? If not, please
provide additienal details of the requirements and why they are required.

2.1 Wo beliove thot the different roles thot MAPs, MOPs ond MAM: play within bath the
gos ond elecricity industry hove been odeguaotely coptured within the consultation
document. However, there i3 o key difference between the requirement fo be o
signatery o the SEC [with rights end abligotions etc] and having the cbility to function
offectively within the market with the necessory occess to dota end to relewant smart

maotaring systomas.
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2.2 There hat been a lot of industry debate inside and cutside of the DECC programme in
relotion to the role that, in particulor, MAFs hove within the gos industry. QCur
understanding I3 thot this Is primarily in relation to the obility fo track omers end fo
knaw who the registered Sepplier and MAM is at any given time (1o ensure effective
commercial arrangements are in plocel.

2.3 This isve is being tackled within the existing industry governaonce framewark and, in
part, s ieeking to oddres: inadeguete commarcial arrengement within the market,
We do not believe thet the DECC programme reeds ta address this issuo ot this time.
However, in light of chonges to registration in the future we are supportive of the
pregramme tonfinuing to be awore of the itwe and ensure future arrangements can

suppart this if necessary.

2.4 The propoals within the conwultation decument recommend that MAPs and MOs are
treated differently within 5EC arrongements, we ore supportive of this. This should
equally apply to MAM: whore they are corrylng ouf the some oclivities as either o
MAP er an MOL We are wpportive of the fellowing proposed options for the meter
@ reice communityc

2.5 MAP: = Oplion A (ANl communications via the relevent Supplier). MAP: do not require
phyzical access to the smart metering system and all commercial arrangements should
bo monaged through the Supplier. If o Supplier withe: to allow a MAP fo access the
smart metering system then this con be monoged by the Supplier.

2.6 MO — Oplion B [Supplier Mominoted Agent [SMA))L. This would farmalize the
armangements under Option A ond recognise meter porties within the SEC. Alshough
referred to within the SEC, the SMA would not be a SEC Party (no charges, rights or
obligofions). We do not believe that Option B would necewsitate high Invelvement in
3EC governonco (o.g. part of the SEC Ponel), however, we do recognize thot SMAs
would need te be invelved with technicol developments invelving SMETS, socurity
changes otc. We believe SMNAs would play a vital rele n such developments and that
this con be monoged through working groups or sub-committees crected under tha
auspices of the SEC Panel.

Q3: Do you supped the Gavernmen!'s preferred selution te implemenl a simple variani
of Option B whereby the regisiration af a meler operaler in the existing electricily and gas
registrolion syslems would be deemed fo constilute @ nominatien by the supplier of that
meler aperater to acl oz its ogenl to pedferm o specific set of commands?
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3.1 “We ore wpportive af the timple veriemt put ferward by the Gavernment but
recognise that there moy be differences in the way that thiz s implemented within the
existing gos ond elodricty systems. This is currently belng developed within the DECC
smart Melering Eegulation Group (ond ossecioted swb-groups) ond wo ore fully
suppartive af this work.

3.2 The proposed varient [z dmilar to exitting induttry code arrangements where, far
example within the UNC, the MAM 1 not a party fo the UNC but is recognized os an
enfity, tho Shipper nominates a MAM for each meter point ond this formally constitutes
a nomingtion for thot MAM 1o hove ococess o relevont dota [and proceszes).

@4: Should meler operalers be given limited poricipation rights in SEC governance
vnder Options B or C, ond if so what righls would be appropricie?

4.1 Ay referred to in eur responie fe 32 obeve, we believe that under the prepoased
Oiption B there iz no reguirement for SMAs to form port of the SEC Pansel. The incluzlon
of 3Mas within the 3EC (under Option B} is purely to fadlitate the effident cperation
af the DCC, the smart melering systems and the speraticnal activities of, in thiz coe,
the Meter Operators. The 3EC provides the commerdal and governance framewaork
botwoon S3EC porties; this does not include service providers or neminated agents [o.g.
the oppeinted Commynication Service Providers (C5Ps] will Foll under the QOptien A
model as they are just o service provider to the DCC).

4.2 Under an Optien © model [not propesed ond net supported] the outcome of
gavernance may differ slightly, As a full 3EC party we would expect that certain
rights ond obligotions [ond possibly charges] would be epplicoble ard o mere formal
rele within 3EC govornonce may be required. As this has not been propoted by the
Government, it nat wupparted by ourselves and doe: not teem to be the desire of the
meter services community, we hove not gone into detail of whet this governance medel
would look like. If Option C is 1o be further considered then we would welcome further
industry dialague on weh proposals.

4.3 Motwithstanding cur comments obave, wo rocognise that the meter services community
will have a key role ta play in engaing SEC development, erpedally in relation to
technical matters weh as SMETS and security requirements. The modificotion process
should be designed In such o way to ollow SMAs ond Other Users to ploy on octive
rale in such developments; we boliove this con be delivered through oppropricte wh-
group or sub-committes membership,

05  Would yvou suppoart the lracking of assels being included within the Fulure system
requirements for the new registration systems, which are proposed to be provided by the
DCC?

51 We are supportive of future system requirements for new regittration systems to
include the ability fo trod smart metering syitem asetsn
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52 We adnowledge that it is vital for ell industry parties to be oble to locate and
establisth the appropriote commercial arrangements for metering system oszefs.
Currently this is managed differently within the central system: within the gos ond
electricity industry and, with other centrolization Inlflatives en the horizon sweh a3
ragistration services; we belleve this should be oddreszed over time.  Existing systems
end processes can be uted for certain asset types (o.g. physicol meter) But it will
remain the role and rosponzibility of individual asset providers to trock and maintain
thelr own equipment,

2.3 There may be ports of the smart metering system [e.g. the communications hub) that
should form part of the DCC ewnership (of vio arrangements with thelr C5P) and
therefore [ustification for o central record of these held by the DCC.

Q&: Do you ogree with the process proposed for accossion ond lhe occession lime
limit?

i1 We are wpportive of the precess thot hos boen propoied by the Government for
accession to the SEC. It iz vital that the first port of accession performs the necessary
checks 1o eniure that the opplicant is witoble for accestion. We are alio wpportive of
a phated approach where, upon completing the initial cccession phase, the epplicant
party would then need to demoastrate that It meets the requirements to be ohble 1o
take DCC services [e.g. socurity, ocoreditation, end-to-end system testing).

Q7: Do you agree that once acceded, any SEC Party should be able to participate in the
governance of the SEC priar to undertaking any further eniry processes?

7. ¥We do not beliove it would be oppropriate for o new SEC porty (nen-licensed), which
is mof taking DOO services, to be allowed to portidpote in SEC governonce. The
Govornment proposals incude the prevision for expultion fram the SEC |for cortain
party cotegerios] if thoy have been non-octive for a perlod of six monthe. |t weuld
therefare teem inoppropriote ta cllow such paorties 1o porticdpate in 3EC governance
within this initicl six month periad.

7.2 The abeve could not opply to licensed parties that hove o licence cbligation te atcede
to the SEC, even thaugh they may alia not be toking DCC sorvices.

Q8: Do you have any views on the company, legal and Fnancial infermation that
should be provided as part of the 5EC oceession process?

8.1 The contuliation document lists soma ‘potential’ information thot ot an opplicont may
nead fo provide. We agree thot this should include supporting ovidence that the
compony is o vioble and golng concern and appropriate credit checks and security
arg put in ploce.  Stort-up enterprises may not hove farmal credit ratings bBut
Independent Credit Assossments ore ovoiloble ond ore used elzewhere In the industry
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{and farm part of Ofgem's Credit Best Practice document]. The accestion pracess must
be appropriotely robust to protect the inferests of the DCC and its Users.

&% Do you agree lhal Gevernment should net mandale a specific selution far the DCC
User Galeway and thal Data Service Provider (D5P) bidders sheuld be inviled le prepose
the selution which they consider to be the most eHective [such proposals could include the
opltion of exlending on exisling industry notwork]? Do you?

.1 We agree with Government proposal thal a specific selution for the DCC User
Gateway should not be mondated. There are o number af exitting ‘network’ aptions
and, threugh the Data Service Provider |DEP) procurement ond establishment process;
the DSP should be allowed fo make dedsions on the most effective solution. We are
not against the option of this being on oxisting industry network but beliove this
decision should be left 1o the DSP,

w.2  if the DSF weore to utilise on existing industry notwork, the govermance ond charging
arrangemants for providing the service should form part af the SEC. This weould mean
that the DCC User Goteway iervice would be provided en an equivolent and
consistent bosis to oll other DCC services.

Q10: Do you have any other commaents on the Governments proposals For the DCC User

Galoway?

10,1 We have no further comments on the Government's propozols for the DCC User
Gatowaoy.

@11: Do you agres wilh the proposed DCC wser onlry processes?

11.1  We believe the propoted entry procetses are sensible and oppropriate.

Q12 Do you agree with the proposed rights and obligotions reloting fo smort metering
sysiem enrelment sel out in this chopter? Pleose provide your views.

12.1  We are generally suppantive of the rights and rezponsibilities thot ore sat out in the
Government's propasals within the Consultation document.  Such arrangements thould
enture that suppliers are only oble o onrel their relevant meter points inta the DCC
ond the appropriate parties {registered Svpplier and relevant Netwark Operotor] are
natified of enralment,

12.2  We ore not supportive of the requirement of the DO te natify all SEC partie: ance an
MPANMPRM has been enralled. Ax stated abave, the Supplier and refevant Motwark
Oparatar sheuld be natified byt there is no requirement to notify Other Usors. We
understand thot this requirement was included in erder fer other pariles to be able o
then offer services to customers ond to creote o level playing field with Suppliers. We

B
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do not believe thot this iz conzittent with the consumer pratection meaiures that have
boon employed cliewhere in the progromme ond could lead te cuwitemers being
contacted by multiple parties that thoy hove no direct relationship with (and don’t wizh
1a havel,

12,3 It is vital that contumer: are aware af the benefits of smart metering end that there
are services ovailable to them that may help them manage their energy contumption
ete. Howaver, customers thould have the choice os to whether ta have arrangements in
plage with Other Users ond this should therefore be triggered as o positive oction by
the censumer rather thon oppreaches frem multiple 39 porfies which will ultimotely
create a bad customer eaperienge.

Q13: Do yeu agree that the SEC should require, a3 o condition of enrclmenl, that the
supplier groanis the right fo the DCC to access its smart metering system for specified
PUTPOSEET

13.1  We are wwpportive that SEC arrangements thould ereate the necessary permissions for
the DCC to communicate with enrelled meter points. On o practical level we fail 1o tee
how this could be monoged in any other way., However, the DCC's access to smart
metering systems needs 1o be limited 1o aclivities that relate 1o either the provision of
services fo autherized SEC Users or o any other purgose that is required in order for
the DCC to fulfil its obligotions under ifs licence ond the SEC.

Q14: Do you agree with the proposed rights and sbligotions relaling to smart melering
system withdrawal and replocement of devices?

14,1 “Weo aro supportive of the Government's proposal for the rights ond cbligations of
parties relating to the withdrowal of smort metaring systems from the DCC, It i@
imperafive thol only the registered Supplier [or last reglstered Supplier) has the
outhority fo withdrawaol o smort metering system from the DCC ond that this should be
dene with o sufficient, but not dispropartionate, notice period.

14.2  The DCC should notify the relevant porties of ony smart metering system withdrowal.
auch notificotions should be limited to confirmation to the registered Svpplier, the
relevant Metwerk Operater and any other User that iz whilising DCC services far thot
mater poini.

14.3 We are alio suppartive of the proposal that emergency waorks that are carried out by
Metwark Operaters will not be cavered by SEC errongements. Mefwork Operaotors
currently hove the obility to provide post emergency or urgent matering services fo
Suppliors ond we ore supportive of those biloterol orrangements centinuing.

Q15 Do youw agree with the three different types of eligibility fo receive core
communication services thot hove beon proposed?
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131 We do not see the value ar the necessity 1o categorise coch service os Type A, B or ©
and believe this creates unnecewary complexity and dees net edeguately cover oll
scenarios [Le. more cotegories would be needed). We therefore propose that services
are not cotegorised In this waoy.

15.2  Each DCC service should be ovoiloble to those thot have rights to it under the SEC and,
for some services, it maybe mare thon one cotegery of Wser. For exomple, if a service
woy availoble fo Metwark Operaters and Svppliors it would not sotisfy the current
definition of Type A, B or

15.3 Within poragroph 147 of the consultotion dooument it Is suggested that o SEC Party,
such o3 o Supplier, moy be eligible in odditien 1o occessing type A communicaticn
services in relation to the smart metering systems for which it iz registered, o Suvpplier
could with to occess o Type O communication service: for wmart metering systems for
which it is not registered |becouse it is marketing to o potential customer that it does
not currently supplyl, We ore not oware that this has been discussed ot any length
and de net believe, boted on the information pravided within the consultation
document, thot this [s oppropriohe.

Q1é6:  Are you aware of siluations where there are bwe or mere imporling suppliers in
relation e a single smart melering syslem and if so, where do such sifvations exist, how
maoany exist and what metering arrangements have been made?

I4.1  “We are not oware of any situotions whare there ore tee or mare imperting Suppliers
ragistered against a single metering sysfem,

Q17: Do you agree thol amendments to the set of core communicalion services should
be subject to the standard SEC modificalion process?

17,1 We fully suppeort the proposcl thot DLC core service: should be subject to the
standord SEC medification procedures.  As discussed loter, the modificotion process
thould be designed in such o way to ollow minor chonges 1o progress in an efficient
manner and for mere major chonges that have a material impect on DCC WUiers 1o be
fully evaluaied and whject to a higher degree of governance.

O18: Do vou agree that 5EC Parties should be oble 1o request elective communication
services from DCC on either o bilateral or multilateral basis?

18.1 ‘We aro wppertive of the DCC being able to offer elective services to Users but
believe that there needs 1o be on appropriote balonce botween the transparency of
DCC activities and the commerciol confidentiolity of these Users taking swch tervices.
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18.2 “We alio believe that the arrongements noed fo ensure thet the DCC s odeguately
incantivised to offer ond provide elective services ond that ony reperting or
contraciual arrangements da nol create a barrier ta this

18.3 The definition of core and elective services hos boen the subject of industry debate for
a significant period of time. Cwur view is thot the key differerce between core ond
elective services is the charging orrangements assecioted with them.

18.4 Core services are aveilable to all Users and form part of the coi bowe of the DCC,
whother core servicos are utilised by Users the charges that are paoid to the DOC will
include an element o cover the abllity to make such tervice: avoiloble.

1B.5 Elective services are not funded by oll [chorgeable) Users and are anly paid for by
those that hove reguested such sorvices. Chorges for elective services should include an
oppropriate element of DCCs fixed coils (to aveld cross whiidies). The praovizion of
elective wervices by the DCC thould be such thot they de net hove o detrimental impact
on the CC's obility to provide core services.

18.4 We believe that elective wervices will fall into (ot least) 3 cotegories:
a) Eaxisting [eore) services utilized In o different monner;
b Mew messoge types being sent fo the smart metering system; and
c) Servicos provided by the DCC that do not ufilise the communications network or

smart metering system.

18.7 For [a] above, chonges to the frequency of responie time: auetated with a certain
oxisting message type may well form an elective service. Apart from the identity of
the Users taking such tervices we believe thot the DCC should be obliged to pravide
wificient information about elective services to allow other Users 1o be able to make
an informed decsion on whether ta alie utilise them. The DEC could, for exomple,
publith the noture of the tervice [o.g. sorvice & with a response time of y), the current
aggregated takeo-up of the service and the elective service charges ounedated with
such a sorvice,

1B.8 For |[b} obeve, any new mossogo types sent to the smart metering systom will,
probobly, be sont to anather device in the home rather than the mater itelf. Any such
service will be o messoge tygpe of a certaln size, with delivery frequencie: and
puteciated responie meszages |if opplicable). Frem o simplistic basis this is simply a
mestage of o certoin size and the contents are lorgely irrelevant (to the DCC and
other Users),

18.9 Fer swch services the DCC could be expected fo publish infermatien on this type of
eloctive service thot would ollow ather Users to establith whether thoy wish to take
similar sorvicos.  The commerciol odvonlaoge te the Supplior that inificfes o new
clective service i3 net impacted by this as it is not the content of the mestage that
would be disclosed (neither would the identity of the Supplier). Any commercial or
competitive advantage thot the Supplier has is likely fo be controlled by the device in
the home [ond the servico offered 1o the consumer) rather thon the content of mesioges

11
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being sent to it. A degree of tronsporency on these iervices would therefore not
impadt an any commerciol odvantages or innovation and would premate the uiage of
further elective services, which in turn, thould lead to o more cott effective DCC sarvice
provision.

18.10 For [c} cbove, Users may with to obtain elegtive services fram the DEC thet do not
utilize the communications netwark or the tmart metering systems. This may incdude, for
exomple, a User requesting onalysis or reporting on their awn DCC utage or
perfermance, Such services may be of lower volue but the DEC should still be able to
offer a degree of traniparency on wch tervices without compromising commercial
confidentialities.

Q19: Do you agree thal the fallowing 5EC requirements associated with the provision of
core communication services should alse apply to elective service provision: DCC user
entry processes, technical secwurily requiremenls, dole privacy requirements, financial
securily requirements and dispule arrangements?

19.1 We agree thot the some provisions that will apply te the provisien af DCC core
sarvices should extend to cover DCC cledive services. The protection of the DCC, the
communications network and other DOC Users s poramownt.  As oxploined obove, tho
charging arrongements are the only real material difference between core and
clective services and we see no reason why ony other SEC provisions should not opply.

Q20: Do vou agree thal the $3EC should sel ouwt mondatory procedures For the provision
of an offer of terms for elective communicalion services by the DCC and with the
mandatary procedures proposed? Do you consider thal any additienol procedures should
apply? What do you consider are The oppropriole limescales within which an offer of

terms should remain apen?

20,1 “We agree that the SEC should set out mondatery procedures for the provision of
alective sarvices (including the process for obiaining an ‘affer’ from the DCC). Flacing
a limit of [20] days on the DCC may, in tome cases, be restrictive and lead to the DCC
not being oble to provide the service or hoving to offer non-favoureble condition:.
Where justified, the offer process should be flexible enough to allow the DLCC
sufficient time ta prepare an apprapriate affer.

2002 The length of time thot on offer should remain open for may depend on when the
requosting User intends to take the service. For example, the DCC may be
approached about @ new elective service prior 1o any development being carried out
[e.g. feasibility stage). The User therefore moy wish to have seme cortainty that the
tervice will be avoilable in the future and tho requesting process should ellaw for fhis
{without compromising the ability of other Wiers to request allemotive elective

services],

2



British Gas

Looking after your world

Q21: Do you agree thal commercially sensilive lerms and conditions assecialed with
elective service provision, which might include the type of communication service thal is
being provided, perfermonce stondords associated with the provisien of that service and
the price asseciated with that service, should be confidential between the DCC and the
party or partios receiving lhe service unless the party or parties receiving the service
consent ar unless requested by the Authority pursuant te the DCC Licence?

21.1  Pleoie see our responie fo Q18 obove. There needs to be on oppropricte balance
wruck between the DCC providing sufficient transparent infarmation to ather Uzers and
the profection of any commercially sensliive mafiers.

21.2 1B.2 “We alio believe that the arrongements need fo ensure that the DO 6
adequalely incentivised to offer and provide olective services and that any reporting
or contractyal arrangements do not create o barrier or disincentive ta do this

Q22: Do you agree that the SEC should contain provisions requiring that the DCC
notifies SEC Parties of the timing of the implementalion of changes fo ils syslems?

22.1 It i3 eritically importent that the DCC 15 obligoted to follow a formal netification
precess pricr 1o implementing changes to il systems.

22,2  Certain central system changes will have o direct impact on DCC Users, the fiming of
swch chenges will need to be co-ordinated ond swificlent notice peried provided to
Users s therafore critical.

22,3 As within other induitry code arrongements, system change: should have different
categorisation dependont on the scole of the impect en other porties. We would alio
expect changes to be managed in striet release windows with only exceptional ar
urgent changes being made at other times.

22.4 Changes that do not impoct any other Users should still be natified but may net reguire
the some lovel of advanced warning or approval,

Q23: Do you agree thot the DCC should enly be required to offer lerms for elective
communication services fram o specified dale, and if 10, what do youw consider that date

should be?

23.1  Our comments belew en the cvallability of elective services are bosed on fhe
aswmptien that all services that currently appeer in the DCC Service Catalogue ere
availlable as core services. |f this is net to be the cose then our view I3 that those
serviges thould be avoiloble a3 elective from day 1.

23,2 From DCC Go-live it Is imparative that the DCC is afferded the opportunity 1o eniure
that It can malatain its core functions and core duties. Having an obligetion 1o provide
elective tervices could compromise this and therefore should not be in ploce on day |
unless the services within the current tervice cotologue are not eostified os core.
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23.3  However, should the DCC with 1o offer such services (from doyl or at any ather time)
then they should not be prevented from doing t0, a3 long as thelr core functions are
not compromised.

23.4  Wo therefore propose thot the BCC is not mondated te provide elective services for a
period of approximately 12 months unless existing service: ore not available as core
services. The DOC shewld be able 1o offer eledive services prior to the end of the 12
manth period if it ¢an de o without having o detrimental impoct on the provision of
core services or the fulfilment of ifs licence conditions.

Q24: Do you think that the proposed appreach far DCC charging is reasanable?

24.1 We welcome the Government's proposol to keep any chorging propozal: wnder
reviow to ensure thot thoy do not oo o3 o disincentive for Suppliors to rollout smart
meters early.

24.2 o also beliove that the principle of viing predicted service volumes for the enduring
regime (post mass-rollout} to coloslate chorges, for the moss-rellout phose, s very
impertant as it is those volumes that the DCC, and its service providers, hove been
procured to deliver.

24.3  Wo ore supportive of the Charging Methodalegy being bosed upon the Charging
Principles within the DCC licence and farming part af the SEC governonce framework.
Chaonges to the Charging Methodology should be monaged through the stondord SEC

maodification proceduras.

244 We ore alo wpportive of the proposed opproach of wing fized and explicit
(vorioble) charges. For liconsed porties, it moy be prudent te allow fixed costs ta
indlude @ base level of core service uvioge, pouibly bated on on aszumed minimem
annual volume [e.g. each meter point will vsually hove = many messoges omodioted
with It etc.), Explicit chorges could then opply, IF metrics eaist, ta then charge for
wervices over ond above the bose level provided through fixed costs.

245  For non-licensed entities we believe thot explicht charges would opply but thot wuch
charges should be coleulated in line with the Charging Principles and Methodology.
Thewe charges should alie contribute to the fixed couts of the DCC (o5 proposod for
eleclive services).

24.6 For DCC charges prier ta DCC Go-live, we agree that the charges should be limited fo
that of the cost of the Code Administrator, the Secretoriof, the SEC Ponel and other
DCC awn coils (not thase of the DSP, C5Ps etc).

24.7 It would seom oppropriate for thoite licenied entities that will be required to be
signateries to the SEC (or subject to the transitional arrangements that are put in place)
te be swbject to wwch charges.
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248 The level of charges prior 1o Go-live should be, o propeted for fixed charges in the
enduring regime, bosed vpon the cxpeded woge level: of each participent within the
enduring regime. Some Users may net wish to toke services during the moss rallout
phoie, or foke proportionally less during the early years of moss rollout phase. |t
would be inoppropriate for porties thot chete to take advantage of the foundation
phaose or oorly enralment to then disproportionally subsidize the et up and engaing

couts af the DCC

24.9 For chorges during the mas rollout phase, we agree with the principle that they should
be met by those that create the cost (if dependant on actual enralled meter polnis).
Fined charges should continue to apply to aoll licensed entities regardless af enrolmen
profiles with oduol ond plonned enrolment being vied os meosure for eaplict charges.
As mentioned above, i 5 essentiol that charges during this peried do not disincentive
suppliers fo enrel meters [rather than install) inte the DCC ond we welceme the
commitment provided by Government fo keep this under review.

24.10 "o ore wpportive of the 5EC containing provisions for inveicing orrongemaents,
payment ferms, late payment and inferest pravisions ond onocioted procedures. As
with the Charging Methodalogy, thete arrangements should be subject to the stendard
modificotion proceduros.

24.11 We acknowledge ond wwppon the principle that the DCC may need to revise its
Chorging Methodology to indude odditional services, wch as provisien of the

centralised registration activity, in later yoors.

Q325: Do you consider thal the “poy now dispute later” approach is cansistent with the
envisaged DCC regime? IF you disagree please sel out the reasens for yeur preferred

approach.

25.1 Wao acknowledge the Gaovernment's desire ta enwre that the DCC remains financiolly
vioble and, by having “pay now dispute loter”, the proposels will go some way in
offering o dogree of pratection and help to reduce the aiteciated ‘risk’ of DCC
financng.

25.2  Whilst we wpport the need fo finonciolly protect thoe DOC there must be o robust
disputes process in place that allows for charges to be challenged. For example, we
believe that o gros error pravition should be incduded within the 53EC. ‘“When an
inveles is (ssued that contalns on obvlously erroneocus omount it is clear thot it should net
fall into the “paoy now dispute loter”™ process as this would create an equal [or greater)

risk to the Usar,

253 For doy-la-doy involce disputes the process should allow for payment of undispuled
omounts to continug with ‘volid® challenges then be defarred wntil reselved. In erder 1o
retain the finoncial pretection for the DCC, the disputed amount should be recoverable
frem all Users in the neat sof of involoes [and refunded if the dispute is not uphald).
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25.4 ‘We olio believe that eguivalent interest and late payment provitiens thould epply to
ony invoices, or involoe omounts, that ore found to be incorrect but were subject to

these provisions.

25.5 The emended provisions we have wggested obove will strike the right balance
between protecting the finonclal position of the DCC ond Users a3 well as ensuring
there are cppropriate incentives in place fo operate a robutt Invaicing and payment

regime.

Q26: Do you accep! thal bad debt should be soclalised explicitly within the current
charging peried across all DEC service users? If you disogree please set oul the reasons

for your proferred approach.

26.1  Baod debt should enly be o pou-threugh [allowed revenue adjustment) to the DCC
when it has acted fully in accordance with the credit ond security arrangements sat out
within the 3EC. The some process exists for gos ond electricity Metwork Operotors
olthough ony eccurrences have to be opproved on o cose-by-cate basic by the
Autharity, It would seem sensible if a similar mechanism exitted for the DCC. Where
the DCC has not octed opproprictely then the bod debt thould be borme by the DCC

tor ot least in part).

26.2 The option to socialite amangst service praviders appears fo be flowed os this simply
frenifers the ritk fo the DSP and CS5Ps which will be reflected in their commercicl
arrangements with the DCC. This increased risk will therefore rewlt in increated DCC
charges to cover off debt that may not ever moteriolise [over Ensuring;.

Q27: Do you agree with the proposed funclions, powers and objectives of the SEC
Panel, as set oul in Boxes 12A and 12B%

27.1  Wo agree with the propoted powers ond objectives of the 5EC Ponel o3 sot out in the
Censultation decument. However, the proposed SEC Ponel fulfil: twe key roles as it
octs 03 on cxccutive commitiee [/ board end alie ar a madification ponel; we don't

believo this is oppropriate,

27.2 Whilst we ore supportive of the SEC Parel orrangements we believe thot the
maodification ponel [or chonge boord| does not require the same membership os thot
of the SEC Panal's other duties. We would therefore suppart o split in these octivities
with on papcutive commiftee fype orrongement being wtilized [with majority
membershlp belng licented entities] and o more representative approach being token
to the madification procedures ponel arrangements.

27.3 Thiz has been highlighted as the single maojor concern with the proposed SEC
arrangaments by industry porficipants ond we would welcome further industry

development fo reselve this isue.
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Q28: Do you think that a fully independent panel is the oppropriate model For the SEC?
Please give reasons For your answer.

28.1  Fer the SEC Penel (cxccutive type duties) we believe that the membershig thould be
made ug by those licensed entities that ore regquired to accede and comply with the
SEC. Thete entities have a direct vested inferest in the ongoing performonce of SEC
arrangements and the DCC and are therefore best placed to fulfil this role.

28.2  The madification ponal should consist of brood industry representation rather than a
number af perceived independent cxports,  Although repretentotives moy be
expected to olways consider thelr own commorcial pesitions when considering
modification prepesals, all decsions need to be made in accordonce with the relovant
objectives of the SEC. Decitlons taken by members should be wpparted by sufficien
gualitative ond/for guontitative omseusments, providing a degree of protection from
purely commercial viewpaints. Getting the right bolonce of industry representation Is
therefere key 1o ensuring that penel recommendations are In the best interests of the
overall 3EC objectives ond ullimately the end consumer,

28.3 Conswmers are af the heart of smart metering orrongements and the benafits thot they
will deliver, on this bois we are fully wpport of contumer repreosentation on the 3EC
medificotion ponel, We would welcome on increased level of contumer represeniotion
fo thet af other industry code: ond support thelr participation threughout the
modification procedures.

284 A number of porties will hove suggested that the representation on the SEC
madification ponel could be done on o comitituency baosis with either members
represenfing o number of porties or eoch 5EC party belng ouigned to o constituency
ond o weighted vating process utilisod.

28.5 There are number of drowbocks with constituency voting with the maln ene being the
assumption that all constiluent members will tend to hove the same view on
modification propetali. ¥We do not believe this fo be the cate, especially prior fo the
enduring regime and this in itzelf may creale an vnbalanced and vnrepressntolive
opprooch with diluted views thot could result in inoppropricte decisions being token

by the ponal.

28,4  Ultimately we need to enwre thot, for self-governance propozals, the approgricte
safeguords are in ploce to ollow for effident chonges te be mode whilst pratecting the
interests af DCC Users ond consemers, This seems to hove worked well within ather
Industry codes despite different interpretations of the self-governance criteria [1ee
later guestion].

28.7 For modification propozals that will ultimately be decided upen by the Autherity, the
farmulatien of the recemmendaiion (or non-recommendation) I3 the key we when
diseussing the membership af the SEC madification pansl. The recommendoficn creoles
the right of oppeal if the Authority were 1o maoke o decision that does not accord with
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the SEC madification panel. Although this 5 uiually o rare event within industry codes
it iz o cruciol plece of the overall govemnonce plece and the arrangemenis nead to fi
for purpose.

029: Do you agree thal the propesed 5EC Panel composition set out in Beax 12C is
appropriaie? Pleose give reasons for your answer, Alternative proposals for the ponel

compasilion are welcome.

291  As roforred fo in the provicws question, the S3EC Ponel has o wide range of duties and
it i3 not oppropriate for the compesition af the "panel’ ta be the tame for all thee
activities.

2%.2 The doy-to-doy operation of the 3EC should be corried out (meinly] by
representatives from the licensed entities thot ore compelled to be signataries fo the
SEC. These entities hove o vested interested in achieving the S5EC and DCC relevant
ehjedives.

29.3  A:z caplained in the provicous guostion, the madification panel part of the SEC Pansl
dutles it where there will be the most industry disogreement on membership. The
madification ponel needs to be os reprosentative ond inclesive o3 pessible.

29.4 It would bo whally inappropriate and unacceptable for relatively smoll orgonisoticns,
which contribute a relatively minor omount towards the oporation of the DCC, to have
disproportionote control over the chonge process. For exomple, o few erganitations
within the tome categery / constituency to hove o greater combined velce or power
thon o single larger entity, such as ourselves, would be uvntenoble. As tho maojor
financial confributor to the DCC, the largest vser of DCC services, having over 14m
contumer occounts and having the largest investment programme dependant on the
DCC's success, it is imperative that we play a leading role in the 5EC governonce
arrangements. Any arrongements thot do not provide this ore unccceptoble.

29.5 Tho term small Supplier is used within the conuliation docement and is referred fo a3
having less than 250,000 customers. If 'small supplier’ is to remain a3 a defined term
within the SEC then it would useful to get some clority @i te whether the 250,000
relofe: to single or dual feol and whether it relates ta mandatery or all meter pointd

296 Mon.demestic Suppliers hove not been identified seperately within the 5EC Panel
memberthip and we are wpportive of this. The va:t majority of noa-domestic meter
points are wpplied by the larger ‘demestic’ Suppliers and it would tharofore not be
oppropriate fe segregale in this way.

030: Do you agree with the propesed divisien of veting and nen-veting members, and
in particular do you believe thal the DCC should be a non-voting member in respect of
any or all aspecis of ponel businoss?
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0.1 We are wppertive of the split between voting and nen-vefing membership if the
propozal within the comsultation document wos to be token forward. It weuld not be
appropriote for the Autharity or Gavernment oppointee 1o hove a vole in SEC Panel
deocisions although their input, and hence membership, would be welcomed.

30.2  There are strong orguments for the DCC 1o have o greater degree of invelvement in
wome SEC modification panel dedsion:s and therefore we would be supportive of a
rericted woling rale, If o restricted wvoling medel 3 adopied, we would welcome
further dizorssions within the pregramme on the noture of such restrictions.

Q31: Do you ogree thal the proposals for the independence, appeintment and term of
office of the panel chair are appropriale? Please give reasons for your answaer.

31.1  We are supportive of the propoials for the independence, the appointment and term
of affice of the panel chair. We boliove this Is consistent with the conclusions frem the
Ofgem Code Governence Review and supports the principle thot SEC Panel business
thould be conducted in such o monner that dee: net unduly discriminate against any
party and that the ponel chair is froe fo carry out his duties without eny undue
influence.

Q32: Do you agree wilh the proposed arrangements for panel member elections and
appoinlmenis?

32.1  Whilst we wpport the principle that SEC parties should have input inte the nemination
process it is witol thot such orrongements do not then lead to wirepresentative
memberdhip,

12.2 The one vote peor corporafe group model prevents an erganisation that i3 o multiple
2EC Party howing on wndue odvontage as it may not be enfirely reflective of
porticipotion levels a3 a DCC User [le. o Supplicr with multiple Supply liconces but
small morket thare shouldn't have a greater tay than a Supplier with o single licence
but a lorger overall market share).

32,3 The one vote per corporate group alia has representative issues as a licensee that has
o relatively smoll market thare iz very likely to be wtilising a for less proponion of
DCC services when compored to o licensee with o lorge market share. In order to
retain o representative madel the appointment precess should therefore be bosed on
market shore of fotal populotion of meters and likely erviee uzage. This Iz consistent
with the propesed Chorging Principles and it seems whally appropricte that those thos
ore paying a greater share of DCC service chorges should hove o greater soy ond
role to play in 3EC governance.

233: Do you agree wilh the proposed rules in rospect of proceedings ond decision
making al 5EC Panel meefings?

1%
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33.1  Fer the cxecutive committes type duties of the SEC Ponel we are wppadive of the
propesed rules for the proceedings ond decition moking ot the SEC Panel meetings.

d3.2  For medification propozal declsions, the rules eround preceedings and decition making
will entirely depend on what model s edopted (as discussed in earlier questions). If
the modification ponel I3 te hove limited memberzhip, rather thon full inclusive
constituency / welghted votes, then the propesals de seem oppropriate,

Q34: Which of the twe epliens for remuneration of panel members do you prefer, and
why? In particular which of these options do you believe would be mast aligned with
each of the opfions for the panel 1o be either an independent or a representative bady as
a whole?

34.1  Ponel memberthip should not be restricted 1o only thote orgonisations thot have the
financial flexibility 1o participate, We would therefore be swpportive aof limited
expenies being poid to Panel members [or o subset of members) for attendonce at
meetings efe.  Such oxpeonses thould be subject to o fair and reasenable tost ond
limited to maximum ellowances for fravel, accommadation, incidental expenses ete.

34.2  We are not wppertive of Panel members being remunerated a: a payment for their
duties as a Panel member [over and abeve reasoncble oxpenses). Licensed entitios,
ttade oiodotions, conwmer bodies the Authority end ether SEC parties should all
expect to have to porticdpate in indusiry gavernance and regulatery maters ond
therefore this should be seen a3 business a3 viual 1o all industry participonts,

GQ35: Do you think the Code Administrator and Secrelariat chosen by the SEC Panel
should be contracted through the DCC or through o SECCa?

33.1  We accept there are concerns around the DCC having undue influence over the Code
Administrotor or Secretariat. Ideally the Code Administrater and Secretariot should
be whally independent from the DCC and SEC porties.

35.2 Despite the above we do not believe there iz necessarily o requirement to create a
further legal entity |SECCo) In erder to contract for o Code Administrater and
secretariat function. The independence of the Code Administrator and Secretariat
ceuld be secured thraugh the contractual arrangements put in place by the DCC which
in furn con be tofeguarded by the opprepriate obligations within the SEC. Both the
contract and the SEC could oblige the Code Administrator ond Secretariat 1o act in a
fully independent manner despite recelving payment from the DCC

33.3 We do not believe that this would be commerdally confusing for the Code
Administrater or Secretariat o3 the SEC and commercial arrongements cen dearly
state that they are acting on boholf of the SEC Panel at all timos,
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354 We atknowledge that the oppointment of ether 39 parties [o.g. security experrs,
ouditors) may be required under the provisions af the SEC and that without a SECCa
thizs moy alio nead to be done through the DCC. Hawever, If this wos of concamn to
SEC paorties [er others] then arrangements could be such that the Code Administrotor
acts o3 @ contracting body on behalf of the SEC Panel with the oszocioted costs being
recovered from the DCC and from Users through DCC service charges.

33.5 We therefore are swpportive of the Government's propesal ther the Code
Administrater ond Secretarlat theuld be appointed by the SEC Panel and conlracted
with threugh the DCC,

Q36: If @ SECCo was established what should ils funding arrangements, legal structure,
ewnership and constitutional arrangements be?

361 We believe that if o SECCo were to be euablished then further work would be
required with Stakeholders to find the oppropriate operating model. MRASCo ond
SPAA Lid are exomples where this dees work cliowhere in the Industry and theie
could be utilised a3 models 1o bose such an entity sn.

Q37: Do yow have any views on the propesals regarding which parties should be
entitled to roise 3EC modificalion proposals?

37.1 We ore wpportive of the groups thot hove been identified within the consultation
document being eligible to raise modification proposcl.  The medification process
thould faocilitote robust onalysis of ony medification proposol ond provide the
sefeguerd that if any, for exomple, vexotiou: propesals were to be rolsed that thay
would ultimately fail.

372 Whilst this profection could allow eny party, regardless of material interest or
commercial pesition, ta raise modificotion proposals, we belleve that it iz correct to
limit the obility fo roise propesals to SEC signatories (o3 controcting parties) er
moterially affected partios {e.g. consumer representatives).

37.3  Wao would like o get clority an what the definition of on “appropricte body™ I3 when
it comes to consumer repretentotion. There are different typos of organisotions thot
purport to be octing in the inferests of consumers; this does not prevent them from
being prafit making commercial entitios.

374 We do not feal it that it would be apprepriate for such erganiiotion: to be involved
with SEC governance or have the ohbility to raite modification proposals. We would
welcome an increated foous on contumer representation within SEC gavernance but this
thould only be carried aut by thase bodios without commerdial nterest and a clear
mondate ta represent the consumaer.
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Q38: Do you have any comments on the proposed stondard pregressian paths far
different calegaries of madificalion?

38.1  We oro supportive of the stondard modification progressien paths that incude Self-
govermangs, urgent status prapesals and “stondord’ prepozals thot wltimately go 1o the
Autharity for decision,

d8.2 The stondard progression paths are aligned with the conclusions fram the Ofgem Code
Governance Review (CGR) and apply the principles developed wnder the Code
Administrators Code of Practice {CACeP). We believe consistent application of CGR
end CACoF prindiples across industry codes lead 1o a cdearer future for industry code
development and will assist with cress code governance iswes.

Q3%9: Do you hove any comments on proposed criteria that the ponel would apply te
judge whether a proposal is non-material and so to defermine which path should be
followed?

A%.1  The existing self-governonce criterio thot opplies in other industry codes s baosed on
implementation of the modification propatal net having o material impact on mattars
weh oz competition, domestic contumers etc.  This is not elways an easy test to carry
out as it con be argued that the mojority of modification propozals would net raled
unless they had a material impact [ie. unlikely to roiic o proposal if there is no
resulting benefit).

19.2  Qften propozals that seem to be eminently sensible and receive wide industry support
then fall to be classed o3 self-gavernonce o3 Implementation would hove a materiol
impact, albelt o potitive one, and the proposel has to be oueued by the Authority
despite all partios agreeing that it should be implemented.

9.3 Croofing o new industry code presents us with the spperunity te refine the elf-
governanca process. WWao theroforo propose thot the self-govermonce criterio wied
within the SEC madification precedures are bated on the implementation af propesals
not having o significant detrimental impoct, rather thon simply a material impoct. We
will alie be suggesting this opproach is token forword within existing industry codes
thraugh Ofgem’s recently annsunced second phase Cede Gavernance Review.

Q40: De wou think it is for the ponel or For the Auvthority lo decide whether o
maodification proposal should be considered urgent and determine its timetable?

40,1 The Authority set cut deor criteria that o modificotion preposel should meet for it to be
treated as ‘urgent’; however, it is not often thot this s o3 clear cut as it moy wcom
Urgent modification propesals are often put forward by a party that will suffer o
commercial and for financial loss if the propoiol wore rot to be treoted as urgent and

whsequently bo implemented.
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40.2 A declsien by the SEC Panel not to gront vrgency weould effectively provent the
medification prapesal frem being implemented in the propoied fimeicales. In the
majority of cases this would then render the madification proposol useles: [Le. not
worth progresting threugh the standard reuta).

40.3  Our view Iz that the Autherity’s criteria for urgency should ultimately be judged by the
Authority themselves. The role of the SEC Panel thould be to utilise their industry
knowledge ond experience fo osiess whether they believe a propotal meets the
criterio and then provide this a: o recommendation 1o the Autharity.

Q41: Do yeu have any wiews on whether any non-standard medification rules and
procedures should apply to any particular parts of the SEC?

41.1  There will be decuments / procedures that it within the SEC that may net require the
full medification precess. For example, thore may be technical documents, operatisnal
procadures, Code of Practices et that have thelr ewn governance and change process
{e.g. ©@ sub-committee may hove delegated outharity te update an operational
precedures decument i consensws con be reached). This would be seen o ancther
“standord’ procedure under the SEC framewark,

41.2  In other industry codes, chonges ore often discuied at a workgroup [ogresment
sought] and then require o maojority vote [stomp of ocpproval] by the SEC Panel.
Wariations of this can incdude ‘vnanimous’ vote by the SEC Panel with the madification
process being the bodistop process for ony chaonges. The dedsion on the relevant
wections of parts af the S3EC that should be treated in such @ way should be consldered
olongside the development af the 3EC [0 appropriatel.

41.3  Key aroos, for exomple, thot moy worront different governance arrangements ore tha
SMICeP, the end-1a-end security system ond business process diegrams. This moy not
utilise the full modification process but Insteod could be manoged via delegaled
autherity ta @ nerrewar group of exports,

Q42: Do you agree with the proposal thal responsibility for making Ffinal decisions or
recommendations an 5EC medification proposals should always resl with the SEC Panel
and ihat this pewer should nol be capable of delegation?

42,1 The EC [modificotion) Ponal should bo the governonce sehicle for moking fingl
decitions or recommendations on SEC modification propesals. Hoawever, where non-
standord procedures have been adepted, as described obove, then the outharity fo
make such dedsions moy be honded down to on cppropricte workgroup or sub-
commiffes, Should such o group net be able fo goin centensus or agreement then the
SEC Ponel could have the final 1oy [or the matter iz dealt with by way of the full

madificotion process).
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Q43: Are thore any further maters relating te the modificalion process which you would
like to comment on?

43.1 We do nat agree that It is necossary for the Secrotory of State to have powers to
direct that o madification propesal should not be moade, Whilit we opprediote that
the Gavernmen! want 1o ensure that the programme i3 delivered effoctively wo do not
belleve thet the modification process creates any additional risks 1o thisn,  We
adinowledge that the Secretary of State already has the power 1o direct changes 1o
be made fo the SEC, vp until 2019, and believe thot this is sufficient.

43.2  The S5EC hos dear relevant ebjectives all af which either suppon the licence condition:
of Suppliers, network operotors and those of the DCC, Therefore, whilzt medification
proposals haove 1o be evalvated ogainst the relevent ohjectives we fail 1o wee haw this
pawer it required or indeed how it would be uted. We have commented further an
this within our response to the DCC licence condifions.

O44: Do you agree thal that the SEC sheuld place certain obligatiens en the SEC Panel
ond, possibly, SEC Parlies with regord lo the produchion, provisien ond peblication of
certain infermation and reports? If 30, whot do you believe these should be?

44.1 We do ogree that the 5EC should ploce certoin obligofions on relovant porties in
order for reports to be produced ond, where appropriote, published.

44,2  Such reperts should only be required to establish whether the SEC ond 5EC parties ore
carrying out abligations in line with the 3EC requirements. If complianee with the SEC is
to be reported on then this informatien should nat necessarily immediately be public
information ond coreful consideration will need to be given to if, or when, such
infarmaiion could be made public,

44,3 Obligotions moy alio be required on parfies if the Autharity withes to request cerfain
infarmation, where they have right 1o do o, in erder for the data te be collated by
the Cade Adminlttrator) ond forworded en to the Autharify.

44.4 The DCC will olo need 1o be abligated to produce rogular reports te the SEC Panel,
aond possibly the Autherity, In erder to demomstrate performance and complionco

under the SEC.

44.5 We loock forword to working with DECC 1o develop more detoiled prepesals In this

aroo,

©45: Are there any parficular areas of risk that you believe should be oddressed by
appropriate complionce/assurance techniques under the SEC?

45.1 Woe wealcome the Gevernment's propasals to have a robust complionce and assurance
regime within the SEC. The end-to-end system will comprise o complex et of
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interdependent aquipment, systems. [t is vital that, fer these to remain ocperationally
effective and secure, that the complionce end aswrance regime con mitigate the risk
of nen-compliance and eny resulting security threats or operational Incidents.

45.2 Al 5EC porties need 1o be given the appropriote oswurances thot ather SEC parties,
the DCC or any ather 3™ party that interacts with the end-to-end system, does 1o in an
appropriote manngr. Ensuring that this cemplionce and assurance framewark s right
will go o long way to providing this comfert and should provide on effective [and
efficlent) mechanism ta detect non-complionces.

Q46: Do you have any views on the most oppropriale governance arrangements far any
complionce/assurance frameweark under the SEC?

46.1  Any complionce or ciwrance regime alio muit be cost effective. The right bolonce
needs to be found to avoid the regime from becoming a eostly droin on industry
resource and an effective waoy of gquickly identifying isues ond uitable rectification
plans.

46.2 We are wppertive of o central complionce and oswronce function being created
under the governonce of the SEC. |1 is nol appropriote to leave complionce az a
matter for the Authority to deal with as this sheuld play a part for soricus or continuous
events, |t is impeorotive that the doy-to-doy Issues and noa-compllances that will sccur
con be dealt with swiftly and by the industry.

46.3 WWe oppredote that ony osurance or complionce regime under the SEC may have
limitations in terms of financiol pencltios ond expulsion, however, measures weh az the
obility to apply zoanctions {in certoin cotes) should provide sufficient incentives ond
safeguards, Ultimately the Authority would continue to have enforcement pawers (for
licenied entities] that it could vse os ond when oppropriote to do so.

Q47: Do yoeu have views on the oplions For the crealion and enforcemenl of liobilities
bebweon the DCC and service users deseribed in this chapler?

47.1  We are wpportive of o liobility framework that sufficlently incentives the DCC 1o
provide a cerfain level of service ond, on bolonce, swificently compensates theoso
offoctod portios when such service stondards have nat besn met.

47.2  For liabilitie: arising in relation to the DCC service pravition we agree that it sooms
entirely appropriate that o foilure of a tervice standerd would rewlt n pre-
determined reduction in DCC ollowed revenue ond o consequential reduction in DCC
charges. We would propose that ony such mechonism should target those reductions,
where posible, to thase Users affected by the failure (if discreetly identifiokleal.

47,3 Payment liability should be dealt with in a manner that [ contistent with ather industey
codes, Stondaord lote poyment ond interest charge: should opply ond the obility of
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the DCC [or the SEC Panel] fo take steps to limit the exposure of such payment lability
to the other DCC Users is essential.

47.4  Lligbility rosulting from any failure of the DCC 10 provide ond for operate atwrance
procasses could hove significant finondial consegquences on SEC Partles and DOC Wsers,
We look ferword to discussing ond daoveloping this oz port of DECC's future work.

47.5 We agree that the DCC ond all SEC parties will have over arching dota protection
obligetions from existing legislation ond this, In most cates, will deal with data liability
and not corry o monatory liobility within the SEC [although licence breache: and
enforcement o sanctions from, for exomple, the Dato Protection Act could lead to
finenciol penalties cutside of 5EC arrangements).

47.6  We are wpportive of a security liebility framework that dees include financial liability
but oppredote that o finonciol cop may be reguired (which may be different for
different parties), Any finoncial cap needs te be sufficdent ther it odequotely
compeniates thote affeced but I3 copped ot a level to avald a situatien that reguires
on ovor insured industry thot creotes greoter costs for oll porties, and ulfimately
consumers. Weo would welcome further industry and Progromme discussion in order 1o
ascertaln witable and appropriate limits on such liability,

47.7  Fhysicol domoge liability is likely to be ioloted ond to be limited (unlike o deta or o
security breach] and there may be no need to impoase o financial cap en swech liability
payments.

G48: Do you agree ihat ihere should be a cop on liability for specific types of breoch
between the DCC and service users (including securily breaches and physical damage). If
10, what da you believe the appropriate level of these caps lo be?

4B.1  Please e the onswer 1o guestion 47 obove.

Q49: Are there any other specific lypes of liobility between the DCC and service users
that should be addressed in the SEC? IF so, how should these be trealed?

49,1 ‘We belleve conslderation needs to be given to ony physical domage or loss incurred
by our customers {rather than us direcily). Thiz may indude domage fo physical
praperty, death, personal injury ete. This may well be seen o3 0 consoquential loss 1o
eurselves ai the Supplier [assuming the customer would toke acticn ageoinst vi) ond be
covered, however, we seok further dorification e this,

Q50: Da you have views on the options for the creation and enforcemenl of ebligations
and liahilities betwean SEC Parlies (oxcluding the DCC) described in this chopter?

E00 Thore will be o number of scenarios where the actions of cne SEC Porty could hove o
detrimental Impact on others. The types of loss or liobility may well Tall info the
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categories discuited earlier in relation fo DCC service proavition and a similar regime
may be required.

50.2  To limit fhe occurrences of liobililes and potential disputes between parties it is
etsential that the roles aond responzibilities of Users are deorly defined os well as
ownership and responsibility of the components of the smart metering system |e.g.
shored infrastructure or DCC owned osiets where maintenance ond operational

responsibility sits eliewhera).

50.3  Where physcal demage or ‘interference’ with equipment has led to financial loss
[including operational cost] to o SEC porty we believe that this should be dealt with
vnder SEC pravizions rather then being on iswe dealt with by beth cutside of the SEC

frameowark.

Q51: In your view, do any of the polenlial matiers between parties described in this
chapler (or any other such malers thal you ore aoware of) merit the Inclusion of
ebligations or liabilities that are directly enforceable between parties under the SEC?

21.1  Whare physical domage eccurs there may be merit in ollowing porties ta seck redress
directly with the ather porty, even though this wouldn’t be through the SEC it could sl
be governed by 5EC provitions. Other liabiliies may net be so oppropriate to be
remedied directly and the preferred option would be for thiz 1o ferm part of o SEC
complionce ond ossurance framewark.

Q52: Do you agree thal il would generally be preferable to enforce party obligations
“cenlrally™, for example through on appropriate compliance or assurance Framework

under the SEC?

52.1 We fully suppert the proposol to enforce party obligatiens threugh an oppropriate
centrolized complionce and assurence fromoweork,

Q53: Are there any scenarios where you believe that il would be oppropriole 1o allow
for cos! recovery between parties under the SEC? If se, whal form should these

armangements foke?

33,1 The most likely scenario for where cast recovery moy be required between SEC parties
iz in relation to thared infrastructure within the home. The awnership and responsibility
for certain ospects of the smart metering system (e.q. the communications hub) has yet
to be resolved. ldeolly ewnorship of equipment ond  responsibllity  for
maintencnce /operation will be clearly defined and, if necossary, ony thared osters or
joint responiibility will hove the necesiary arrongements fer coit recavery.

5332 In terms of communication hub owneorship [the most likely element to have shored
usogeo] our position thal it should be ewned by the DCC (prebebly o on oot

27



British Gas

Looking after your world

belonging to the relevant C5P) would significantly reduce the need for SEC party
labilities and disputes

54: What types of dispule do you believe might arise under the SEC?

54.1 Typical industry code disputes relote to interpretotion, olleged non-complionce,
suspoected ‘goming’ ond the dedaration of force majoure. Often disputes arite o o
comsequence of an unferescen event where the code rules then create a perverse [/
dispraportionate financial eutcome. Often thete are attempted to be resolved through
retrospective modifications which, in the majority of cozes fail.

Q55: Do you agree wilh the proposed framework for reselving warious different
categories of dispule, as outlined in this chapler?

55.1 “We ore supportive of the proposed fromewerk for reselving various different types af
dispute. The types of disputes (or relevant sections of the code| need to have o deor
dispute proces: that is commeniurate 1o the noture of the dispute and connot be unduly
influenced by ony porty. There may noed to be some referral 1o the Panel [/ Autherity
to determing which procoss I+ required on o cotwe-by-cote bois.  For exomple, a
fechnical isue with SMETS may have significont competition implications, an ‘cspert” ar
sub-committee maoy well be able to defermine a technical retalution but may struggle
to determine the outcome [e.g. financial liability). In such instances o combinotion of

procesies may be required.

Q54 Do you have any views on the suggested framewark for dealing with defaulis
under the SEC, including the eovenls, consequences and procedures described? In
paricular, do you agree wilh the proposed role for the SEC Ponel ond have any view on
what SEC rights or services it would be appropriate te suspend in the event of a defaull?

546.1 The propoiols seom sensible end oligned with other industry codes. SEC Panel,
although nat a legal entity, iz central to the arrongements and, as discusied in previous
responses, will act as more of on ecncoufive committee (rather thon a froditicnal
‘panel’}. Cates of expulsion decisions limited fo noa-licensed porties and orrangements
thould be dear encugh that the SEC Panel 'judgement’ iz mostly procedural.

Q57: Do you agree with the proposed rules and procedures governing withdrawal and
expulsion from the SEC described in this chapter?

57.1 We are wpportive of the propesed rules ond procedures goveming withdrawol and
expulsion ond beliove they are recionable, appropriate and lorgely consistent with
ather induitry codes.
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57.2 There may need to be odditionol rules arewnd eny debts that moy not have been
caleulmted er accruad at the time af the withdrawol, For cxample, payments may be
swhiject to final year recenciliation [as in other codes) and rules will be required o te
whether partie: remain lioble for these or, IF not, how thote coits are treated (e.g.
shared amengst others or ollowed revenus adjustment like ‘bod debt’l

Q58: In addition o the propesals abeve relafing to the suggested intellectual properly
provisions lo be included in the SEC, are there any other intellectual property provisions
which sheuld be considered far inclusion within the SEC?

58.1 Wo are generally supportive of the propools relating ta IPR that are to be included
in the SEC.

58.2 For clarity, the IPR held by the DCC should be clearly the proporty of the DCC licence
holder [rather than the DCC o3 o legal entity / compaony). This will ensure that any
transfer of DCC licence will allaw for all IPR provisiens 1o alio transfer.

58.3  If there are circumstances where the DCC requires occess 1o IPR ewned by a SEC Porty
then there needs to be cloar equivalent provisiens within the SEC. This may have to be
carried out on o case-by-cote bosis a3 it may not alway: be posible 1o licence certain
IPRs. Confidentiolity cloutes and ogreements may abie be required under theie

circumstonces.

Q59: Whotinfarmation should be classified as confidential under the SEC?

59.1 ‘We egree with the clasification of confidential information that hos been propaed
within the consultation document,

Q&0: How should o balance be struck between transparency and daoto publication under
the SEC, whilst mainlaining confidentiality?

40.1  Any publicotion of date should not be detrimentol 1o compefition, to the doy-to-doy
operation of any erganisation er to effident discharge of the SEC relevant abjectives.

40.2 Data publicotion thould have o clear purpote ond o clear understanding of what tha
data reprosents [ta avoid misinterpretation ond negative reputational impoct) arid
clear permissions in place to release data when it 13 considorod ta be confidenticl or

commercially sensifive,

&60.3  Mothing within the SEC should, er can, override the requirements set out in legislation
[such a3 the Data Protection Act); in wch coses legislation or regulation would always

roke precedance.
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a&1: Please delail those events which you believe would warrant the force majoure
provisiens being exercised ond indicate who should declare o force majeure event,

&1.1  The events listed within the censultotion document are all typical FM events, howevar,
the catch oll term of “sther significant events’ is the most commanly used and is aften
interpreted quite broodly. There needs fo be o clear process fer determining whether
Fat should be used (or not] and a robust disputes proceit for when thare I3
disagreement [which is highly likely}.

£1.2 ‘We are fully suppertive of the SEC Ponel and far the Authority having o part 1o ploy
in farce majeure preceedings and welcome further development and discussion in this

ared.

Q&62: Please provide your thoughts an the proposal thal the SEC should define a sel af
contingency business precess arrangements and ossecigted service levels/obligations
which will apply in the event of a major service failure.

&2.1  The DCC will need BCM plans in ploce regordless of whether it relates te FM or nol.
Where a DCC service user declores FM tho impact on other viers Is nat likely ta be o
significant as the DCC dedoring FM, hawever, contingency procedures should exis
where reatonobly possible for SEC sorvices ond processes.

Q&3: Please provide your comments an the proposals sullined for the DCC transfer and
whether there are any other specific provisions thal you suggest need lo be covered
within the SEC, in addifion le the proposed novalian agreement for the SEC.

&3.1 The preposols cutlined in the conwultation decument seem entirely reosonable. It s
essential that all aspects of the DCC operation (sorvice provider / 3" party contracths,
ousets, IPR, finoncial undertokings ete.) are covered by the arrangements.

432 |l seems reasonoble ond oppropriote fer oll SEC porties to alsa hove o SEC
requirement to ‘gisist’ Of nacelsary with any novatien and to eppeint the now DCC for
any relevant service providers] o3 ogent: for the purpose of the novation ogreement.
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