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Dear SirfMadam,

Energy Networks Association Response to the DECC Smart Metering Implementation
Programme Consultations — Smart Energy Code (SEC)

Thank you for the appartunily to respond to your consultation on the proposals for Srmart
Encrgy Code (SEC)

As you are aware Energy Networks Association (ENA) is the industry body representing the
UK's electricity and gas fransmisson and distnbution networks oparators. The following
camments are provided by ENA on behalf of its member companies in response to the DECC
cansultation on Smart Metering Implementation Programme published on 5 April 2012,

A number of ENA member comparies have responded individually to the consultation. The
comments in the appendix accompanying this letter are submitted in suppart of the indrvidual
submissions provided by our member companies

If you require further information or you wish to discuss any of the conlent of this reply please
contac

Yours faithfully
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APPENDIX

Energy Networks Association Response to:
Consultation on the Smart Energy Code (Reference URN 120/034)

1. Please provide any caomments that you have on the classification of parly cotegories under the
58

We believe that the party categorices listed are the minimum that should be considered at the
SEC Commencement Date. Energy Networks Association [ENA) reiterate our member’s view that
the role of the National Electricity Transmission System Operator (NETSO} should be added 1o
the classification of party categories within the consultation. Bath National Grid and ENA, in
responses to previous smart meter consultations, have outlined how the role of the NETSO will
need to interact with smart meters in order to Tacilitate the efficient future operation of the
Hational Electricity Transmission System [NETS) as we transition to a de-carbonised industry.

This ability for the NETSO to interact with the smart meters, in accordance with the SEC, will
facilitate the cconomic operation of the NETS leading ta benefits to the end consumer and thus
it 15 in consumer interests. We consider that the NETSO must therefore be included as an explicit
party category within the 3EC classification,

We do not believe that it will necessarily be a requirement for gas shippers to accede to the SEC
when registration of supphers takes place within the SEC. Current industry governance is
capable of placing obligations onto shippers through their supplier. For example, currently there
are oblgations an shippers within the Uniform Network Code (UNC] which specifically provides
for the supplier to be the data provider, This mechanism could similarfy be wtilised to pass
infarmation relating to shipper activity through the SEC

Wi also believe that the concems espressed by MAPs in relation to tracking their assels are
legitimate and that MAPs should be a nominated party catcgory. In addition we suggest that
consideration |5 also given to the DCC User Gateway Service Provider being a nominated party
category, their rale will be prvotal to the operation of the DCC

2. Are the requirements of both meter asset providers and meter operators for occess fo smart
metering systems odequately captured in this consultation paper? If not, please provide
additional detalls of the requirements and why they are required.

We apree that the requirements and main concerns of MAPs and MOPs in respect of access to
DCC services are captured by the Consultation. We acknowledge the relative simplicity of Option
B [the ‘nominated agent’ approach) compared with Option € {'neminated meter party’) and
agree that Option B would meet Meter Operator’s reasonable needs. However, we do not
believe that Option A whereby Supplicrs would nominate a MAP as a nominated agent is
sufficient to mect MAFS concerns.



It 15 impartant 1o understand the pivotal roke that MAPs will play in terms of ensuring a
successful and economic role out of smart meters and in terms of the ongeing management of
the meter assets, Any financial risks to MAPS that are inadequately mitigated by the provisions
of the SEC will lead to additional costs of financing and hence reduced net benefits to
consumers. We therefore support, as a minimum reguirement, the tracking of meter assets
being included within the future system requirements for the new registration systems (when
implemented) to be provided by DCC.

Further, wie want to note that any existing issues the gas meter asset providers are having in
tracking their assets over the life of the asset, should rightly be addressed in existing codes.
Mandated processes for meter asset managers and meter asset providers to form a formal
relationship where they exchange the correct detatls are the best way Lo ensure interoperability
is maintained, These arrangements are mare likely to come info etfect before the DCC and
therefore a better solution to the meter asset provider Bssues,

Do you support the Government's preferred solution to implement a simple voriant of Option 8
whereby the registration of a meter operator In the existing electricity and gos registration
systems would be deemed to constitute @ nomination by the supplier ef that meter operator to
act as itz agent to perform a specific set of commands ?

We support Optien B as a minimum requirement; however some of our members prefer Option
€, as it still maintains the supplier hub principal and places SEC obligations directly on meter
gperators, This will enhance SEC compliance, data security, audit and SEC communication with
meler gperators.

Should meter operators be given limited participation rights in 5EC governance under Options 8
or C, and if 50 what rights would be eppropriate?

Our electricity members' view ks that meter operators should be given limited SEC participation
tights under option B and € matching the existing rights given to these parties under the
supplier-hub principle. Participation should be mited to the right to raise changes to code
subsidiary documents and submit comments on propoesed changes to code subsidiary
documents. Meter operator direct input to the code subsidiary change process would result in
mare effective industry processes.

Our gas members’ view is that it should not be necessary for meter operators Lo be SEC parties
as contractual arrangements with suppliers should afford them the necessary data requirements.
It may be appropriate to atord some nen-SEC parties rights to ralse medifiations within the
rules if they are materially affected parties. This principle exists within the UNCin relation to
thanges to charging methodology and the test of being a materially affected party Is taken an a
case by case basis without needing to aliow unlicensed parties permanent rights under the SEC,

would you support the tracking of asscts being included within the future spstem requirements
for the new registration systems, which are propased to be provided by the DCC?

Some of our members believe that asset tracking to support meter asset providers can be
provided effectively by the current registration systems.



In electricity, meter asset providers recetve notification of changes in supplier registration and
can also identify suppliers registered far the meter assets they own through ECOES. Some of our
members beliove that asset tracking can be provided effectively by the current registration
systems. However, some of our electricity members support the aspiration to track assets being
included in the proposed DCC registration system as they believe that this in an area of weakness
under current arfangements.

With the proposed gas changes to allow meter asset providers to access data about their assets
including details of the registered supplier, our gas members feel that the asset tracking
requirement Is nearly met and can be achieved outside of the DECC Smart Metering
Implementation Programme, This informatian is required to carry out the necessary calculations
to convert meter readings into energy for settlement purposes. For energy settlement
arrangements to remain with the gas transporters, this information will continue to be required,
although the source of the data may change with future arrangements. Overall, from a gas
perspective, if changes are made to the existing arrangements they should onty be made if
evidence shows that the benefits of making industry wide changes justify the cost.

Da you agree with the process proposed for accession and the accession time lamit?

W agree with the proposed process for accession and that parties must start to take DCC
services within & months and that the SEC Panel has the discretion to extend this period if a
party is actively working to take DCC services. This process is consistent with arrangements
plsewhere in the industry.

Most of our members have commented that it is likeby that within the first six months of DCC go-
live, such a low volume of metars will be installed that network operatars will still be in the
process of developing the appropriate systems to manage the data. We accept that it is
appropriate that a time limit is imposed to ensure that only active partscipants are invalved in
the process; but aur members are concerned that network operators will be obliged to accede 1o
the SEC but are unlikely te benefit from taking DCC services until sufficient volumes of meters
installed [which may not be until later in the mass roll-out). Given this timeframe Metwork
Operators whilit acceded to the SEC may not have completed the DCC entry process and could
fail to meet the accession Ume hmit. ENA therefore recommends that DECC considers accession
scenarios for Network Operators who may not be actively taking DCC services.

Do you agree that once acceded, any SEC Party should be able to participate in the governance of
the SEC prior to undertaking any further entry processes?

The majority of our members agree that it is consistent with existing gas codes that accessian
allows parties all rights without the requirement for further processes.

However, one of our members holds the view that unbike the existing industry codes, parties
acceding to the SEC are likely to be offering 2 wide range of services and operale 3 vanery of
different business models, Therefore from DEC Go-Live they would favour the position that
parties acceding to the SEC should have access 10 appropriate SEC services but not participate in
the governance process until they start to take DCC services.
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Do you have any views on the company, legal and financial information that should be provided
as part of the SEC acoession process?

During the accession perlod each prospective SEC Party should provide enough detail about itself
in arder to allow the DCC [Code Administrator) and SEC Panel to determine if it is a genuine party
of its classification, if it holds the relevant, active Licences, company details and that it can pay
any future charges levied wpon it

The Balancing and Settlements Code (BSC) sets out a level of detall which we believe is relevant,
and pravides enough confidence in that Party to allow it to be entered inta accession,

Do you agree that Government should not mandate a specific selution for the DCC User Gateway
and that Data Service Provider {DS#) bidders should be invited to propose the solution which they
consider to be the most effective [such propasals could include the option of extending an
existing industry network)?

Existing industry parties have infrastructure to support one or both of the existing industry
reteworks, These will need to be malntained until at least when registration activities are
undertaken by the DCC. To minimise the impact of change and risk we favour an open standards
solution that would allow parties the option of delwvering freceiving data via one of the existing
industry networks of their choice. By using an open competitive process, it is more hkely that
the eventual solution for the gateway will be cost effective and suitable for the 5EC purposes.
While existing mechanisms exist within bath the gas and electricity regimes, neither are
currently installed with all prospective SEC partics. Whilst we recognize the benefits of your
chosen option we need 1o ensure that, when evaluating the bids, due consideration s given to
the industry Impact, and costs associated, with the need to have potentially two service
praviders offering data transfer services, If the approach adopted does not justify such a
requirement, consideration should be grven to Option 1

Da you have any other comments an the Government's propasals for the DCC User Gateway?

We agree that government should not, a3 a matter of principle, mandate a specific solution for
the DCC User Gateway. However, while we agree that the DSP bidders should be invited 1o
propose a solution, it will be important to ensure that the salution meets the needs of
prospective DCC Service Users {SEC Parties]. It wall be important not 1o exclude the extension of
an existing industry data networks; indeed we believe there would be considerable merit in
terms of de-risking the implementation of DCC services by giving full consideration as to how an
existing and praven industry network might be suitably extended to provide the required
Gateway. We therefore prapose that DSP bidders should not only be invited to propose a
solution, they should be explicitly required to give full consideration to the use of an existing
industry network and provide full ceonomie justification 1o suppart any decision not o use such

a netwaork,

We would anticipate that the selaction criteria against which DSP bidders and their proposed
user pateway solutions will be measured will include the following:

»  pobustiness,

»  stability of underpinning technologies;
s timescales for deliveny;

= poriormance;

- cost [0 serve;
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+ pconomic justification if decided not to use existing data network; and
«  sealability f Nexibiliy.

Distributors have a licence obligation to provide data transfer services. 1t s understood that this
provision will still be required as well as the DCC having an obligation in its licence, however
there may be a need to amend this requirement to make it clear under what circumstances it
will apply when the OCC s in place.,

Da you agree with the proposed DCC user entry processes?

Dur members broadly support the proposed approach to entry processes, as outhned in the
consultation document. However, some of our members believe that considerable
development work is still required to develop these basic principles into a detailed process that
is fit for purpose.

Taking these high level propesals indrvidually, the consultation document supgpests that SEC
Partics will need to demonstrate that they can;

«  moeet the necessary security requircmaents;

«  communicate effectively with the 0CC;

» execute the relevant business processes, and
»  provide any necessary financial security.

Clearly the need to meet the security requirements of the SEC will be of paramount importance.
However, questions, such as whether Parties need (o secure accreditation (o an established
security standard [e.g. 150 27001) or if they need te merely demonstrate complance, have still
to be answered, Consideration should perhaps be given to a risk based methodology, which
would promate the level of flexibility that better suits new entrants 1o the market. 1tis also
important to ensure that the specific requirements, when established, are proportionate and
will not unnecessarily disadvantage smaller industry participants.

12. Do you agree with the proposed rights and oblgations relating to smart metering system

enrolment et out in this chapter? Please provide your views.

It will be Impertant for the SEC to stipulate the requirements on suppliers and DCCin respect of
enralling {or withdrawing) smart metering systems and notifying relevant SEC Parties. We
therefore agree with the proposed rights and obligations set out in Chapter 7. We also agree
that in the specific circumstance of a network operator replacing a smart meter [for example as
part of a contracted emergency service] the network operator is acting as the supplier's agent;
hence the obligation in respect of notification remains with the supplier.

However, Chapter 7 makes no provision for MAPs to be informed of any withdrawal {by
supplier) of a smart metering system from the BCC communications network. With reference to
our comments under 02 - 05 above, we believe that there should be an oblsgation on DCC
{ance the DEC becomes responsible for meter registration] to also natify the relevant MAP.
Similarly, in the event of a supplier of their agent replacing a meter (for example a network
operatar in providing an emergency service), the DCC should be responsible for notify the
registered MAP for the removed meter,
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18.

Do you agree that the 53EC should require, as a condition of enrolment, that the supplicr grants
the night to the DCC to access its smart metering system for specified purposes?

The right of the DCC to access a meter system on enrolment is essential to support the
enralment process, secunity and provide services to DCC parties including network operators’
smart grids functionally,

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

We agree with the proposed rights and obligations related to withdrawal and replacement of
smart metering systems,

Do you agres with the three different types of eligibility to receive core communication services
that have been proposed ?

We agree with the proposed three spefied core communication service eligibility catecgorices.
In particular we agree that the core communication services should be available to the relevant
electricity distributor or gas transporter, The separation of services to eligible party types
allows for quick and effective initial verification prior to carrying out full validation of the
requesting party. This classification should also allow groups of users to have suitable control
over proposed changes to these core services.

W are not aware of situations where there are currently two or more impoarting suppliers {or
parties) in relation 1o a single smart metering system. We would not however preclude the
possibility that such a scenario might in future occur; for example it is not inconceivable that a
supplier might in future offer a specific service relating to an application served by a dedicated
circuit in the consumer's property, An example might be an electric vehicle charging service
metered through a dedicated register in the smart meter (or alternatively using a sub-metering
arFangement).

Are you aware of situations where there are two or more importing suppliers ia relation to a
single smart metering system and if so, where do such situations exist, how mamy oxist and what
metering arrangements have been made?

MNfA

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

We agree that amendment of core communication services should be subject to 5EC
modification progess. It is essential that parties have visibility and ability to influence control of
core services. The codes madification processes within gas and electricity networks industry
ensure that all parties are aware of potential change and have an opportunity to influence this.
it is appropriate that such changes within the 5EC are subject to the same opportunity.

Do you agree that SEC Parties should be able to request clective communlcation services from
CCC on either 3 bilateral or multilateral basis?
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it will be impartant to maintain centeol over the range and scope of core communications
services without stifling innovation or precluding the possibility of elective services becoming
core services. With this in mind, the proposal of using the standard SEC modification process
seems sensibe.

We agree that it should be possible to request clective services on either a bilateral or
multilateral basis.

In the case of a party fequesting a service that is of a generic nature that is hkely to be of use to
other users, it would be efficient for such requests to be made on an open basis, This provides an
apporunity for the costs associated with development to be shared with other potential users
and provides transparency of services provided, |n cases where requests are company specific
and likely ta have impact on matters of commercial sensitivity bi-lateral services would be
appropriate. The DCC may be able to assess the likehhood of requested clective services baing
suitable for each path and advise the requestor accardingly.

W do not see any reason to differentiate between core and elective services in terms of SEC
requirements for DCC user entry processes relating to the important matters of technical and
financial security and data privacy, or indeed to disputes arrangements. Such provisions are
essential to the overall integrity of the smart metering system and the functioning of the DCC

Do you ogree that the following SEC requirements gssociated with the proviion of core
communication services should also apply to elective service provision: DCC user enlry processes,
technical security requirements, data privocy requirements, financial security requirements and
dispute arrangcments,

We agree that all the listed requirements should also apply to the provision of elective services
to cnsure the same safeguards are in place for all partles. The risk to the entire system is cxactly
the same regardiess of the services being requested. Such services fall under the Regulated
Duties definition to be offered by the DCC and therelore all parties should adhere to the same
Governance and entry process accreditation. The requirements should be made clear to all
parties requesting such services.

Do you ogree that the SEC should set out mandatory procedures for the provision af an offer of
terms for elective communication services by the DOC ard with the mandatory procedures
proposed? Do you consider that any additional procedures should opply? What da you consider
are the apprepriate timescales within which on offer of terms should remain open?

We agree that the SEC should set cut a process for the provision of an offer for elective services
by the BCC. It should recognise that the DLC should have right not to provide terms for an

plective service due to capacity of technical constraints.

Once a party or parties have been offered terms by the DCC for an clective service the offer
should remain open for a period of three months. Once accepted bath the DCC and the party or
parties may need an agreed time to implement the clettive service.
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It will be essential to ensure that any requested elective communication service i5 subject to
terms and conditions that maintain the necessary levels of security and data privacy, and that
the nature of the elective service s such that did not amount to a breach or compromise of the
principles of data privacy protection laid down in chapters 3, 4 and 5 of the Data Access and
Privacy consultation (in respect of Suppliers, Hetwork Operators and Third Parties respectniely].,

Do you agree that commercially sensitive terms and conditions associated with elective service
provision, which might include the type of communication service that is being provided,
performance standards associated with the provision of that service and the price associated
with that service, should be confidential between the DLC and the party or parties recoiving the
service unbess the party or parties receiving the service consent or unless requested by the
Authority purswant to the DCC Licence 7

Whist we understand the argument that non-disclosure of commercially sensitive information in
relation to elective services might promote innavation [effectively through protection of
intellectual propery) we would also be concerned that a proliferation over time of elective
services which may have several common features could lead to an uncoordinated and
inefficiont provision of services by DCC. We question in any case how it will be possible to
miaintain confidentiality as consumers will presumably need to be made aware of the services
they are being offered {and/for competitars will quickly anabyse the nature of the elective service
that is behind a consumer proposition).

It is also guestionable how much scope for innovation there really = and whether the (probalbly
tempaorary) benefits to the party resulting from that service remaining confidential for a period
of time would not be more than offset by the potential benefits arising from elective services
beeing sufficiently wisible that collaboratson between parties secking to offer similar services
would be encouraged. Collabaration should result in lower overall charges due 1o
standardization and economies of scale.

These concerns are to some oxtent addressed by the proposal that DCC should notify SEC Parties
of the timing of implementation of changes ta its systems and by the fact that the Authority will
monitor that the DCC s complying with its revenue restriction condition (and hence not
effectively double charging for similar services and over-recovering fised costs). Nevertheless,
our beliel remains that Tull disclosure of information associated with elective services is likely to
lead to greater efficiencles and hence lower costs for consumers and that collaboration aver
clective service provision might actually lead to superior service offerings,

If it is felt important to stimulate innovation by providing some first-mover advantage then a
reasonable approach could be that commercial confidentiality relating to an clective service is
protected for a defined period of time before being disclosed to all SEC parties.

W see benefit in DCC belng restricted to providing requested electve services only from a
specified date. This would enable DEC to consider request in the round and heace design its
services so as to exploit synergies within such requests and hence reduce its costs (clearky
disclosure of elective service offerings would further facilitate such synergies). This shoubd not
however preclude DCC from being permitted to consider such requests in the meantime,
including befare it begins to operate services (especially if such consideration enabled parties to

collaborate where synergies became apparent).
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We see no reason to specify the time when DCC should be permitted to offer terms but we agree
that the DCC should not be obliged to do so until such time necessary to enrol smart melering
systems and establish core communication services had elapsed,

Do you agree that the SEC should conatain provisions requiring that the DCC notifies SEC Partics of
the timing of the implementation of changes to its systems?

We agree that the SEC should contain provisions requiring the DEC should notify parties of
viming and implementation of system changes.

Similar to the UNC requirements contained within section U, the SEC should have suitable
notification periods to enable all SEC parties to also make necessary changes to systems.
Rinimum notification penods may vary dependant of the type of change and complesity. This
ensures that all parties are able to take services without uncertainty about the means of
ocbtaining the services.

. Do you agree that the DCC should only be required to offer terms for elective communication

services from a specified date, and if so, what do you consider that date should be?

We agree that the DCC should enly be required to offer terms for elective services from a specific
date. DEC should focus on the enralment of smart metering systems and the provision of core
communications. DCC should have the ability to offer elective services after such time that it can
reasonably demonstrate that systemas in relation to core services are well established and
operating in an efficient manner.

Do you think that the proposed approach for DCC charging is reasonable?

The consultation rightly notes that benefits to network operators will be minimal until (at least)
such time that roll-out s substantially complete, Energy Metworks Association [ENA] has
provided substantial evidence both to quantify and explain the nature of the potential benefits
for clectricity network operators associated with the smarnt metering system. The major
companent of such benefits will be lang-run in natwre, i, related mainty to the potential for
reduced future capital expenditure associated with preparing electricity distribution networks
for low carban transition [in particular the electrification of heat and transport and increased
tevels of decentralised renewable generation) and the potential for consumers to be influenced
through cost-reflective charging to avoid unnecessary electricity consumption at times of peak

clectricity demand.

This contrasts sharply with the immediate benefits that suppliers will begin to accrue from
avoided meter reads and more efficient consumer transactions as smart meters are rolled owt

and DCC bepins to operale Serndeces,



The EMA has also eritically examined its requirements in respect of both data volumes and data
latency and have responded positively to requests from the SRIP team to review those
requirements that could potentially be cost-drivers, Significant reductions in requiremants have
resulted from such reviews, We also suggest that the major component of data Nows over the
smmiart metering system relates to import consumption data which is required by both supplicrs

and network oparators,

Notwithstanding the abowve, we agroe in principle with the concept of cost-reflectivity in terms of
how DCC charges are apportioned between SEC Parties. However, this should include all parties;
we are aware of no evidence to support the implicit argument that other parties should be
caempt from fined charges on the basis that this is necessary (o promote competition; neither
can we see how this might result in consumers paying for fized costs twice since the Authanty
would ensure that this is not possible. On the contrary, by not paying a propertionate share of
fixed costs, services provided by other parties on the basis of lower than reflective DCC charges
could result in a cross-subsidy by suppliers’ consumers to consumers enjoying the benefits of
energy ciiciency (or other] services provided by other parties,

Our GON members are unlikely to be material users of DCC services, We therefore envisage that
any element of fived costs attributable to their use will be negligible. GONs are subject to
allowed revenue which is relative to their efficiently incurred costs and s set Tor price contral
pericds, Our GDN members have recently submitted business plans for the period 2013 to 2019
to the Authority, and these do not currently include costs associated with being party to the SEC
or interacting with the DCC. It should also be noted that electricity network operators” allowed
revenues over the period to the end of March 2015 {the end of the DPCRS period] make no
provision for charges for DO services.

If it i deemed necessary for GONs to incur an element of the fised costs of the DCC this will gree
rise o a reguirement for their price control to cater for this through uncertain costs
e hanlsms.

As all GOM costs are ultimately borne by shippers and suppliers these costs will be passed on
through the transportation charges. To avoid the need for more complex arfangements within
the price control period our GON members suggest that it would be mare practical and
transparent for suppliers to bear the costs of the DCC directly.

It should also be noted that there is a current expectation that the Gas Transporters, through
their agent, will provide information to the DCC to enable access contral to operate cfficiently.
The exact nature of the obligations has not yet been established, although it can be assumed
that this will be either directly through the GT Licence or contained within the SEC as an
obligation on Gas Transperters, The funding of this arrangement has also not been established
and the Gas Transporters are currently carrying out work to establish how to efficiently facilitate
this, Elements of the necessary changes may be carried out through the UNC to obligate
shippers to pass information to the central supply point register, but the onward transmission of
this data to the OCC, including obtaining and transmitting (GT data, will incur both development
and ongoing casts for which the funding has not yet been established,
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Finally, in determining apportionments of costs between suppliers and netwark operators, it
should of course be remembered that, irrespective of the apportionment methodology, it s
consumers who will ultimately meet these costs,

Do you consider that the “pay now dispute fater™ approach is consistent with the envisaged DCC
regime? If you disagree please set out the reasons for your preferred approach

Our members are divided in their apinion regarding the “pay now dispute later” issue.

Some agres in principle with the proposal in respect of "pay now dispute later’ and that for
pragmatic reasens {and recognising that the SEC financial secunty management regime will seek
to protect crediters from the risk of bad debt) in the event of a bad debt arising, this should be
socialised within the current charging period across all DCC service users,

seme strongly disagree with the “pay now dispute later” approach. Their view & that if there
over were large discrepancies or errors in DCC Invelcing, a party should not have to shoulder that
risk, by paying cutright the invalce to dispute its balance later, There needs to be a regime
where the party could pay some propartion of the costs, what it believes Is due, disputing the
excess and therefore having that investigated. They believe that since the DCC will be managing
its daily Value at Risk, in the same way that Distributors manage this to cover the DUoS bills it
has autstanding, it should never leave itsell exposed to a value which it cannot cover. If a party
starts 1o mishahave then there should be clauses set out to explain the impact of ths.

Do you accept that bad debt should be socialsed explicitly within the current charging period
acrows all DCC service users? If you dsagree please set out the reasons for your preferred

approach,

Cur members broadly disagree with the approach for socialsing bad debt across DCC service
users. They hold the view that debt management should be an integral part of the DCC's
business and that DCC should have appropriate procedures to avold incurring bad debt.

If & bad debt does oceur, it would be one that DCC has failed to manage within the limits of the
bands held fram DCC service users, In this scenario, our members believe that DCC should pay a
proportion of the debt costs or have its allowed revenues adjusted to prevent the DCC licence

holder fram profiting fram failure.

Da you agree with the propased functions, powers and objectives of the SEC Panel, as set out in
Boxes 128 and 1287

Or members are broadly in agreement with the proposed functions and powers set out in boxes
124 and 128, These powers are cansistent with the principles of existing industry codes. The
oxtent ta which some of these activities may be carried out by the Code Administrator to ensure
efficiency will need to be addressed in the more detailed drafting of this section of the SEC.
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Far 124 item C one of our members believes that the SEC Panel should discharge the
Implementing of the Change Process to a Development Board, The Panel could oversee the
approval of addisonal Working and/or Sub groups to review modifications and ssues as set out
in Box 124 H. The Panel will have sufficient business for an agenda with the remaining functions
outlined.

One of our members is not persuaded that the Panel should be respansible for the appointment
of the Code Administrator, They believe that this could be a function of the OCC, perhaps with a
Panel right of veto.

Honetheless, in their view it is reasonable for the SEC Panel to appeing its own Secretariat.
There is na abjection to the same entity providing both administration and secretariat services,
but there may be advantages in them being separate entities, such as obviating conflicts of
interest with regard to procurement ete,

Some of our members question the suitability of placing an obligation on the SEC Panelto
secure party compliance with Authority information requests. The main reason for this view is
that it is unlikely that the Authonty will have any power to require such data from unlcensed
parties that might accede to the SEC,

We question the use of the ‘and/far’ term in the drafting of Power K, which states: "Securing the
compliance of any SEC Party with any requirement to provide information about the eperation
of any of the arrangements set out in the SEC an the request of the Autharity, andfor publishing

such information”,

Do you think that a fully independent panel is the appropriate model for the SEC? Please give
FEAS0NS far your a NsWEer,

Our members do not agree that a fully independent panel is the appropriate model. Given that
the panel will be constituted of elected parties, it will be more appropriate if they are elected
members from within the industry. This ensures that the Panel is constituted of experienced
industry members and that all SEC partics will be able to have direct representation. This
provides clarity of role and allows the panel member to more clearly put forward the views of
those they represent. This model has been proved to work well in existing codes,

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

The division of voting and non-voting members is consistent with other industry codes.
However, given that most large suppliers supply electricity and gas, a two electricity, two gas
supplier spht is an artificial distinction. Therefore, in the opinion of some of cur members, three
large suppliers and one small supplier panel members should be able to represent this class of
panel membership,

In our view it is approprate for a consumer representative to be able to express views, although
whether this is required to be a full voting right may be dependent on the subject matter in
hand, The inclusion of consumer representatives on the panel Is consistent with the constitution
aof ather panels,
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The inclusion of a diseretionary voting member could be used to ensure that an affected non-
code party that is hikely to be impacted by a particular modification has an appropriate volce in
the decision making process. However, one of our members cannot see the need for the
discretionary appointee. Thelr view is that the Panel should have the power to co-opt whoever it
needs to help its deliberations therefore they cannot see the need Tor this appointes by the
Chairman.

In our view it would be appropriate for the electricity distributor representative and gas
transporter representative to be appainted through Energy Networks Association to act on
behalf of all members.

The DCC, as a SEC party, is likely to be affected by modification to the SEC, and to that extent it is
appropriate for them to be able to vote, although the extent to which S3EC change is considered a
pass-through item in the terms of their allowed revenue should also be considered as it could be
that the impact of change i not material or exposing the DCC to any risk,

One of our members belleves the duty to “Implement the SEC Modification process™ should be
discharged via a separate Development Board, to which all 5£C Parties can have a vobe and
attend to discuss the modifications, This keeps the process transparent and allows all SEC parties
to participate and engage with madifications to the Code, as these are of commercial impact to
SEC Parties, With this in mind, the member believes that the Panel compaosition for voting
members needs ta reflect the Classified SEC Parties balancing the interests of Suppliers, Network
Operators and Other Users. They consider this particularly imparant glven the expected
increased reliance on smart metering data to support fulure smart grid activity and energy
related semvices, Given its obligated duty to oversee that due process is followed and that the
SEC runs efficiently, the decisions of the Pancl will be against set criteria and Code Objectives
and open to appeal the Authanty. Until partees can see the weighting of the votes attributed for
SEC, it will b hard to comment on the make up of the representation, If the Panel should take
on the duties to also manage the Modification process, voting and ereating reports, then this
Panel needs to be larger and establish a mechanism whereby all SEC parties have the
opportunity to outline their concerms and have their views taken into accouwnt.

It Is impaortant that all parties affected by change are able to suitably influence those changes,
and by ensuring a transparent change process with appropriate consultation views of all parties
can be effectively considered by the SEC panel,

Do pow agree with the proposed division of veting and non-vating members, and in particular do
you believe that the DCC showld be @ non-voting member in respect af any or all aspects of panel
business?

Please sep our response to question 29,

Given the position of the DCC some of our members propose that the DCC should be allowed to
speak but not vote at panel meetings. Also, the chair should also have the power to exclude the

DCC from a chosed panel session in esceptional circumstances,
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some of our members are of the view that the DCC, as a SEC party, is likely (o be affected by
maodification to the 5EC, and to that estent it is appropriate for them to be able to vote, although
the extent to which SEC change Is considered a pass-through item in the terms of their allowed
revenue should also be considered as it could be that the impact of change = not materal or
eapasing the DO bo any risk.

One of our members strongly believes that the Panel business should not include that of a
Modification or Development Board who develop, review and change manage proposed
miodifications, creating reports to OFGEM. Also, they do not agree that the Panel chair should
have a casting vote and/or discretionary appointee vote. To maintain independence, the chair
can have no vote, Equally the Panel should be constituted by an odd number, with appropriate
aquorum rules, such that it does not need the chalr to wtilise a casting vote.

Do youw ogree that the proposals for the independence, oppointment and term of office of the
pancl choir ore oppropriote? Pleose give reasons Jor pour answer.

The independent chair is an important aspect of existing codes. We supgest that the Code
Administrator must be able to provide an impartial chairperson whao s independent of SEC
Parties. This would help to ensure that a fair and even handed apgroach is taken with all code
parties in matters of governance. The tenure of an independent chair noeds to consider the
extent to which the chair will be expected to have industry knowledge or whether the position is

purchy administrative,
Do you agree with the proposed arrongements for ponel member elections end eppainfmenis?

Crur members support relevant SEC parties nominating and voting by class for SEC panel
members to represent them. As mentioned above, one of our members is of the view that the
election arrangements are not sufficient if the Panel are voting on Modifications, which are af

commiereial impact to all 5EC parties,

Our members support the principle that SEC party vates are weighted by market share, Given
the importance of smart metering rollout, market share should be based on the total number of
meters (smart  non-smart] within the mandatory smart metering roll out definition. This
principle also warks on an enduring basis on post the rollout phase,

This approach allows all active SEC parties to vote and prevents distortion by one group with
multiple 105 o large numbers of ather users of DCC communication services each with a very

small number of customers

The appointment of group members on a 1 ar 2 year basis to ensure that not all members
change at the same time offers continuity in panel matters. The Gas Transporters have agreed
to utilise such an arrangement for SPAA representation. This allows for a fair sharing of
responsibilities and maintains vital aspects of continuity. The appointment basis for each group
is ikely to be different and should be open and transparent in all cases,

Do you agree with the proposed rules in respect of proceedings and decision making at SEC Panel
meefings?
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Wi agree with the proposals for SEC panel procedures and decision making with the provisos
contained in gur answer to 032,

On a practical point we propose that the right for a SEC party to attend SEC meetings should be
subject to notifying the chair in advance and be limited 1o one person per party.

Which af the twa options for remuneration of pancl members do you prefer, and why? In
particular which of these options do you believe would be most aligned with each of the options
for the panel to be either an independent or a representative body as a whale?

ENA members support Option 1 coupled with a representative body, please see our response to
question 2B.

Any proposals to remunerate SEC representatives either directly for expenses incuried, or as a
specific payment for panel duties is not consistent with other industry codes governing our
members. If appeintment to the various classes is carried eut openly and allows for all parties
within each class to have the opportunity to take on the responsibilities of panel membership, it
may not be necessary to make specific arrangements. We are, however, conscious that the
remit of the SEC Panel is wider than that of other industry codes, and consider that if specific
remuneration is considered it would seem appropriate to keep this to reasonable expenses
incurred.

Payment of panel members may not necessarily attract the best candidates and a methed needs
to be devised that ensures the panel members have relevant up to date experience coupled with
a genuine desire to represent SEC membees.

Do you think the Code Administrator and Secretariat chasen by the SEC Panel should be
contracted through the DCC or through o SECCo?

The majority of our members have the view that to show true transparency and independence
fram the DCC they support the Code Administrator, Sccretariat and other specialist services
being contracted theough a SECCo; as this would prevent any conflict of interest and works weel|
for other codes. However, one of our members considers that it would seem more eficient to
carry out the contracting through the DCC rather than creating a new SECCo specifically for this

PUTEOsE.

If @ SECCo was established what should its funding arrangements, legal structure, ownership and
compstitutional arrangements be?

i a SECCo was established, it should be owned by/paid for equally by all SEC Parties with each
party holding one share. We would support the formation of a limited lability company, similar
to the MRA model To minimise cost and complexity, sharcholders could be limited to licence
holding parties, Similarly, to prevent the need to maintain a hilling and collection system, SECCo
income from SEC parties should be collected by the DCC

Do you have any views on the propasals regording which parties should be entitled to raise SEC
modification proposals
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Our members consider that all SEC Parties, who have fulfilled accession, should be entitled to
raise and participate in the SEC Modification process. Including raising mod fications, receiving
all modifications 1o impact assess and vote on and are able to participate in all Modification
Development Board mcetings.

One of aur members s of the view that unless an emergency change was required in less than 24
hours, the SEC panel should not be able to raise a change. This is so that the SEC panel is seen to

maintain an independent rollin the change processes.

. Do you hove any comments an the proposed stondard progression paths for different cotegorics

af modification?

Our members are of the view that there should be one Modification process. This should
manage all SEC changes. It should include all S£C content, including all annex content changes.
Given that the SEC will be governing the current SMETS, Security Specifications, Accreditation
regime, any propased changes, amendments or clarifications should be raised to the normal
modification process.

The Maodification Process should have sct stages, orifenia of validity {see Code  Licence
Objectives) and set medification timescales whether a normal or urgent Modification,

A single, well defined, process, with set timescales (depending on the priority of the
modification] will be essential to a clear and transparent process. \Where all participants are
clear when they need to rase, respond, vote, appeal and implement maodification propasals.

Do you have any comments on proposed criteria that the panel would opply to judge whether a
praposol is non-material ard 5o to determine which path should be follawed?

The Panel, or Development Board, should not be determining the materiality of the modification.
Such classification of modifications under this Cade would be whelly subjective. Inorder to
transparently engage with all SEC Parties, all relevant SEC modifications should be grven the
opportunity to progress through due process.

if ance the change is agreed for implementation there needs to be an Implementation Board 1o
help the BEC Service Providers (Code Administrator, Communications Provider, or Data Provider)
to group agreed changes to releases then this should be the stage to consider the impacts,

Do you think it is for the panel or for the Authority to decide whether @ modification propasal
should be considered urgent and determine its Himetable?

Our gas members’ view is that within the UKC {Uniform Network Code) urgency is a matter for
the Authority, although it is considered alongside the views of the panel, Ofgem consulted in
2011 on the criterta for urgency and this provided further clarity on which proposals are likely to
be successful in obtaining urgent status. As the progression of urgency is likely to be requested
for maters of some materiality, some of or members are of the view that it is appropriate for the
Authonty to make the final assessment on this path. Other members have the view that ghven
the cxpertise and advice available to the panel, that the pancl should be able to decide if a
change propasal is urgent and determine the time scale.



41, Do you have any views on whether any non-standard madification rules and procedures should
opply to any particulor parts af the SEC7

There should anly be ane modification procedure (as discussed abave), with associated rules. It
is only the timescales to progress the change that will be different, if the modification is awarded
urgent status, with rules to set out ex-commities processes to support the progression.

42. Da you agree with the proposol that responsitility for moking final decisions or recommendations
on SEC modification propasals should always rest with the SEC Panel and that this power showld
not be copoble of delegation?

Our members are divided in their views on this isue,

One of our members is of the view that the Panel should be more an Executive Committee, They
consider that modifications need to be circulated to all SEC Parties, and defined interested
industry participants. This will help ensure that all parties are gven ample opportunity to
respond to the Modification. These Responses can be circulated to allow all parties 1o feview, to
create, confirm, or amend their views (and potentially their vote) prior to the Development
Board meeting. This meeting can then review the comments, any amendments by parties and
take a vote (which could be via proxy sent in). Votes counting in their chosen constituency,
weighted within, then all constituency votes counting towards whether the board indicatively
accept, repect or amend the Modification.  This would then form the report sent to the Authority
for a decision,

Some af our members consider it inappropriate for the final decision making of the Pancl to be
delegated to non Panel parties. It may be appropriate for the terms of reference of some sub
groups to include the ability to make limited decislons which do not materially impact the
wording of the SEC. However, other ENA members proposed that the SEC panel should be able
to delegate the final decision on particular modification to a suitably gualified sub group;
provided that this is linked with a safeguard that a SEC party may appeal a decision of that sub
group to the SEC panel.

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

M,

d4. Do you ogree that that the SEC should place certain pbligations on the SEC Ponel and, possibly,
SEC Parties with regard to the production, provision and publication of certain information and
reparts? If so, what do you believe these showld be?

Wae agree that in order to satisfy sections of the SEC and Licence, certain information and
reporting is necessary. We would need further discussion on the detail of the cxpected
reporting, in order to fully answer this question.

45, Are there any porticular areas of risk that you belleve should be oddressed by oppropriale
complionce/assurance techniques under the SECT

There are a number of arcas that should be addressed by appropriate risk based compliance and

assurance techniques:
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Cartification of SMETS
System Security Requirements
Entry gualification = foousing on processes and procedures interfacing with the DCC and
protection of custamer data abtained from the DCC, Care must be taken not to
duplicate entry qualification under other codes,

s  Equipment — processes are in place only to procure accredited equipment which is
installed to ensure correct and secure operation with the DCC

s PMonitoring reports — from BSC parties, the DCC and others which may ment further
investigation including site visits,

» Areconciliation and disputes process — to resolve inter party differences.

Do you hove any views on the most oppropriofe gevernance arrgngements for any
complionce/assurance fromework under the SEC?

A compliance and assurance subgroup should be set up by the SEC to review performance
assurance activities and data. The subgroup needs to report regularly to the SEC panel including
recommendations to change the parformance assurance framework and risks that need to feed
into the SEC risk register,

Do you have views on the options for the creation and enforcement of liobilities between the BCC
and service users described in this chapler?

It i5 anticipated that the five traditional heads of liability will apply between the DCC and service
wsers a5 4 minkmum, namely death and personal injury; property damage; breach of statutery
duty; third party claims; and breach of intellectual property fights. Otherwise, in our view is that
in the majority of cases where liability arises there should be an appropriate mechanism for the
recovery of bass and that the mechanism for the recovery of loss should be commiserate with the
likelhood, frequency and nature of the loss that might be experienced.

Principally we understand that liabilities wall apply at contract in relation to those five traditio nal
heads of lability. Beyond this, subject to a determination in each case, it is anticipated that no
single mechanksm of those identified as a potential mechanksm can be suitably applied to all
circumstances where a liability might arise and it &5 for this reason that some of our members
support the position that It may be considered apprepriate to apply some combination of the
approaches across the range of matters that might arise between partios.

Do you egree that there should be @ cop on Lability far specific types of breach between the DCC
and service users {including security breaches ond physical domage). If so, what do you believe
the oppropriate level of these cops to be?

In principle, to support the purpose of the SEC and provide certainty for the DCC and service
users, there should be a cap on liability for specific types of breach, including security breaches
and physical damage. However, in determining the suitability and the value of the cap regard
must be given to the extent of loss and the potential mitigations that might be applied to avoid

ihe gocurrence of loss [and any Lick thereof, as the case may Be). Additionally, the
determination of an appropriate cap should not be constrained by financial facility; regard must

be given to the potential loss of all parties and the commercial availability of appropriate

INSUrancés
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Without further anabysis of the loss it is not possible to determine a cap or caps for cach head of
liability at this time. DECC should consider facilitating an analysis with service users to establish
the scope of each potential loss under each identified head of lakility rather than agree an
arbitrary cap.

Arg there ony other specific types of Uabliity befween the DCC and service wiers that should be
addresced in the SECP If 0, how showld these be treated?

NfA

., Do you have wicws on the options for the creation and enforcement of obligotions aond liabilities

bebtween 5EC Porbies fexcluding the DOC) deseribed in this chapter?

Where there 15 a potential for lass (and thos lability) we would support the determinaton of an
appropriate mechanism for the recovery of that 1848 (and the remedy of the hability) through a
defined enforcement mechanism, commiserate with the likelibood, frequency and nature of the

loss that might be expanienced.

Howewer, 1t 15 not anticipated that the SEC will address matters which are better addressed
under contract by the parties thereto {inclusive of those five heads of liability referred in our
response (o question 47) unless it is the intention of DECC to create a commaon framework.
Rather that the SEC might create and enforce oblgations and habilities where the rules on privity
of contract apply (preventing the recovery of loss) or where the reliance an the contracting
mechanism might create an ill-favoured outcome for one of the contracting parties due to an
imbalance between the positions of the contracting partics.

Where the determination of a liability is agreed at contract or it is determined that a standing
mechanism for each head of lability should apply, DECC might consider the application of a
dispute resolution model where the parties are unable to agree or where there is a manifest
injustice in the application of the applied mechanism.

Liabilitics between SEC parties could be difficult to monitor and administer. There will be limited
areas where parties will interact directly with each other through the SEC other than issues of
shared equipment which does not impact on GDNs but could impact on DNOs. \We propose that
SEC parties should have access to a SEC resolution and disputes process if they are not able to
resalve it directly between themiselves,

in your view, do any of the potential matters between parties described in this chapter (or any
other such matters thof you are aware of) ment the inclusion of obligations or habilities that are
directly enforceable between parties under the SECP

M A

Do you agree that it would generally be preferable to enforce porty obligations “centrally”, for
exgmple through on appropriate complionce or assurance fromework wader the SECT

Cur members are divided in their views relating to this lssue.
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Some support a central compliance, assurance and enforcement framework under the SEC as
this mirrors good industry practice used elsewhere in the cnergy sector,

Others are of the view that to centrally enforce party obligations through an appropriate
compliance or assurance framework would not appear to be a practical approach at this time
grven the relatively limited understanding of the inter-relationships between users, the
obligations and labilities. Instead, their preference is that the SEC defines and sets out a
mechanism for the resolution of disputes to be apphed where a party fails to meet its obligations
or where there is a manifest injustice in the application of a 5EC defined mechanism.

Are there any scenarios where you believe that it would be approprite to allow for cost recovery
between parties under the SEC? If so. what form should these arrengements take?

N/A

. What types of dispule do pow believe might arise under the SEC?

Based on current drafting of the SEC and comments from our members we believe the following
might arise under the 5EC may be summarised as:

¢ Provision of Metering systems that fail to provide complete and accurate data and
functionality to other users.

Physical damage of equipment.

Security breach related to data or viruses.

Disputes relating to rights of access to smart metering systems,

Performance of DCC acthity,

Do you agree with the proposed framework for resolving various different cotegories of dispute,
os outlhned in this chapter?

We agree with the need to have a robust framework in place. We advocate the following route
base on knowledge of other codes, for non Authority issues:

Good faith negetiation and internal escalation
Redeation

[Hsputes sub-commitbee

Arbitration

Ba you have any views on the suggested framework for dealing with defaults wnder the SEC
including the events, consequences ond procedures described? In particular, do you ogree with
the proposed roie for the SEC Ponel and have any view on what SEC rights or services it would be

apprepriate to suspend in the event of o defoult?

The default provisions are consistent with those within other industry codes. It is impartant that
the responses to particular events are proportionate, reasonable and enforceable. Our
members agree with the role of the SEC panel in the suspension and expulsion of 5EC parties.

Da you agree with the proposed rules and procedures governing withdrawal and expulsion Jrom
the SEC described in this chapter?
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Cur members are in general agreement with the proposed rules and procedures set out in
Chapter 20, However, until such time as the detailed aspects of the SEC are available for revicw
itis not possible o respand in detail 1o the proposals, Clear, unambiguous steps are essential
and it is appropriate that other wsers are kept informed of the progress of a party esiting the
SEC. It is important to allow a party to take necessary actions that will remove the oblipation to
pay OCC costs in a timely manner. For voluntary exit this can be managed, but for expulsion the
remaval process will pass Tinancial risk to other users and this should be minimised by ensuring a
swift exit process is possible.

In arder for the DCC to function properly it does need to hold a bond for SEC parties, and needs
an allowance in the SEC rules to be able to draw down on the sum, to cover any outstanding
debt, especially where the party is expelled for non payment

In addition to the proposals ohove relating ta the suggested infellectual property provisions to be
included in the SEC, are there any ather intellectual property provisions which should be
considered for inclusion within the SEC7

Further consideration needs to be given to the intellectual property of SEC Materials on change
of DCC, There needs to be a clear DCC licence provision that the intellectwal property for all SEC
PAaterials must be transferred without charge to the next DOC. Without this provisien it would
inhibit future DCC competition and may result in SEC parties paying twice [once for the
development  then via service charges from the new DCC). An alternative model would be for
SEC Materials intellectual property (o be held by the 5ECCo,

What information should be clossificd os confidential wnder the SEC?

As a general rule, all closed session meetings, where parties have signed conflidentiality
agreemoents, Also, elements of securty requirements, reporting, disputes and breaches should
also be cdlassificd as confidential under the SEC

Information protected by the Data Protection Act and other personal information should be
managed in line with existing industry arrangements, Within gas, it has been established that
the MPAN and address is not confidential, but when combined wath the Annual Quantity this can
be construed as personal information. The aspects of the ‘Data Access and Privacy” consultation
addresses this in further detail, Information of obvious commercial sensithyity should remain
confidential and parties should not be able to view data pertaining to portfolos other than their
own, While agreeing with the principles set out in chapter 22, without further details of SEC
drafting it is not possible 1o comment any further on this guestion.

How should @ bolance be struck between transparency and doto publication wnder the SEC, whilst
maintaining confidentiality

Use of aggregate reporting or anonymous reporting should be considered for information that
will be publizhed into the public domain. Under the Panel proposals it is anticipated that
reporting could be made available in a confidential forum and reporting in a non-anonymous
manner the Authority will ensure that an appropriate balance can be found for the various
aspects of the SEC. In order to maintain a balance between transparency and data publication,
the SEC will need to consider what information it can publish that can provide a benefit to those
putside the SEC whilst not unintentionally jeapardising any of its member's respective
commercial positions

Plagse detail those events which you believe would warrant the force maojeure provisions being
exercised and indicate who showld declare o force majeure event.
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The existing codes all have similar definitions of Farce Majeure to that guoted in section 431 of
the cansultation, The final wording will depend on the content of the final SEC.

Please provide your thoughts on the proposal that the $EC should define o set of contingency
business process arrangements ond ossocioted service levels/obligations which will opply in the

event of o major senvice folure,

It is appropriate for the SEC to contain a clear set of contingency arrangements for major service
fatleres, The SEC panel should have an obligation to regularly review business continuity plans
and results of business continuity tests, prepared by the DCC and the Code Administrator.

Please pravide your comments on the proposals outlined for the DCC transfer and whether there
are any other specific pravisions that you suggest need to be covered within the SEC, in addition
to the proposed novaltion agreement for the SEC

PleEase see our response to guestion 58,



