Smart Metering Forum:
The DCC Roadmap

Chris Rowell
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The Data & Communications Company

~\

What we know about
the DCC

~\

@

What we would like to
know about the DCC

What the DCC will
need to do
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—T;—= The DCC Commercial and Regulatory
’E.= Relationships

Legislation: new DCC licensable
activity

Licence: single document which
constitutes a DCC licence under both
acts. Conditions governing behaviour

Codes & Contracts: The DCC

provides its services to users under the

SEC and procures the capability to provide Contract SEC
them from the DCC Service Providers

DCC Service

Providers
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_=;‘—=_ The DCC’s key stakeholders

Licence Award Licence Oversight

Procurement &
contract management

Delivery of service
& Charging

DCC Service DCC
Providers Users
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Key Dates for the DCC

Response to Prospectus Consultation 30 March 2011

Baseline plan key milestones

Smart Metering
Implementation Programme

Response to Prospectus
Consultation

Overview Document

DCC Licence application process commences Q2 2012
DCC Licence Awarded Q4 2012
DCC service providers appointed Q4 2012
Start of mass rollout Q2 2014

Parallel procurement of the DCC & DCC service providers

SP procurement - government initiated - DCC to conclude
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Key Dates for the DCC Service Providers

Pre-Qualification Questionnaires 9 September 2011

Main stages in the service provider procurements m

Issue (OJEU) contract notice

Issue pre-qualification questionnaire (PQQ) 1

‘ Select Suitable Bidders _ Qualification

Issue invitation to participate in dialogue (ITPD) to selected bidders

Begin Dialogue Phase

Issue invitation to submit outline solutions (ISOS)

2

Assess outline solutions (Bidders may be shortlisted) L
Dialogue

Issue invitation to submit detailed solutions (ISDS)

Assess detailed solutions (Bidders may be shortlisted)

Close dialogue and issue invitation to submit final tender (ITSFT)

Bidders submit final tenders 3.
Final Tender

Evaluate final tenders and select preferred Bidder(s) Submission

Award contract

“selection of preferred bidders towards end 2012”7




?=_ The shape of the DCC

DCC Regulatory & Commercial Consultation 29 September 2011

Discussion — Proposals - Questions

Proposed Regulatory Approach to the DCC 9
DCC Licence Conditions 48
Revenue Requirements 13

Charging Methodology

Core Services — WAN Requirements

Performance incentives

Adoption of Foundation Stage Communications Contracts 5

Competitive licence application process 12

\ (the activity of contracting with all licensed \
domestic gas/electricity suppliers in Great
Britain to provide, in respect of every smart

WWW. eIexon .CO. meter installed at every domestic premises
uk / pages / smart which is supplied with gas/electricity by

-— . each such supplier, a service by virtue of
meterin g.aspx which information may be communicated by

j Gnd to that meter on behalf of the supplier )
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Decreasing
Controllability

DCC has limited
or no control over
costs

DCC has
significant control
over costs

A

KIS™

Incentivisation
has limited

impact but
carries few risks

Pass through

Good candidates

for strong
incentivisation

Candidates for
incentivisation
with protection

Predictable on
basis of simple
assumptions

Unpredictable or
complex to
forecast

T+
Change
in

revenue

Incentives

Deadband
to address

uncertainty

Cap

on additional revenue

Decreasing
Predictability

>
Performance

Slope

determines

Collar (or floor)
on lost revenue

incentive rate

Carrots &
Sticks

Outputs
(not inputs)
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PQQ to be published with Proposed Licence award timeline

selection criteria ahead of
the official start.

9
iiiiiiniﬂﬂaaﬂaaﬂ eaaon e weighting
Relevant experience of proposed applicant and its senior management 30%

PQQ team (including both procuring and management of substantial contracts,

fi , regulation, cc ications sector, data services, energy sector)
and recruitment plans for filling other key roles
res po n se How licensee will fulfil its licence obligations 15%
Wr|t| ng Quality of business plan d trati d \ding of the requi ts, | 15%

including business continuity planning and transition plans (both on

WEES
from start

appointment and for handover after 10 years)

PQQ Operating cost (consistent with the business plan), including proposed profit | 15%
margin: the cost of running DCC (excluding the cost of the service
assessm e nt providers) based on the assumptions provided in the ITA documentation

Proposed incentivisation scheme that applicant is willing to accept including | 15%

ITA response ;
writing BAFO to be taken if there
are two or more
comparable leading
ITA Only 4 weeks given for bidders after Tender
Assessment response to the ITA. This
includes Due Diligence on
the SP contracts
Optional BAFO 4
Licence
finalisation 3 3
DECC Applicant Joint
Process Process Process 6 month end-to-end Process

8 Numbers relate to weeks O N




How will we learn more?

Q4 2011 Q1 2012 Q2 2012

4

DCC Consultation
Closes

L

Consultations on:

* Prohibition Order
* Licence
* Licence Award Process

* Smart Energy Code -
----- (DCC Obligations)

DCC Award
Starts

Roles & Responsibilities
DCC — DCC SPs — DCC Users - SMIP




= DCC 10 Year Roadmap

DCC

Contract = i ‘ DCC +

| D |
Re-award
[ | D

SP Re procurement?
Communications Services y 9-15 (+5) / Data Services y 7-9 (45)
™ 7 Rl B T e

DCC

Metering

Metering — Full Operation

= =
I DA D
Data Collection & Aggregation
(I D I D
Central Registration
DCC Plus e R R
Smart Grids Services (2019+)

Optimise
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Establish Services
» Security

« Assurance

- BPO

Understanding the
Foundation
Communication
Contracts

Costs & Charging

Recruit & Train

Reporting (readiness)
« DECC

* Industry

« SEC Panel

- Ofgem

Contract Assimilation
 Data
« Communications

Testing
(SMIP - DCC)

//\\
4 \

E: xg -
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Roll out

Reporting (roll out)

Service Management - DECC
* Industry
- SEC Panel

- Ofgem

Change Management

Central Registration
+2/3 years

Costs & Charging

Take On
Facilitating Foundation

the Roll Out Communication
Contracts

[EX3 0N
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Service Management Service Provider

Re-procurements

13

Change Management DCC Licence
Award

Reporting (service)
* DECC

» Industry

» SEC Panel

- Ofgem

Costs & Charging

Data
Collection & Additional Services

Aggregation?
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CRITICAL DEVELOPMENTS

Rapid expansion of inflexible / less flexible
generation (intermittent renewables and
nuclear) in conjunction with retirement of
flexible coal generation

Expansion of demand response

Localised electrification of heating and
transport

Localised penetration of distributed
energy

Potential inclusion storage

Widespread electrification of heating and
transport

Potential widespread penetration of distributed

energy resources — includes distributed
generation, demand response and storage

Increasing penetration of vehicle to grid

Source: Electricity Networks Strategy Group — A Smart Grid Roadmap — Feb 2010

The Longer Picture

2010 - 2020 2020 - 2030 2030 - 2040 2040 - 2050

)

VooV VIV

2

The only constant is change!
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Thank You

Partnership Management Smart Metering Advisor
Contact Contact

Henry Wesson David Jones

0N 07725 413596 0N 0207380 4213

or via smart@elexon.co.uk or via david. jones@elexon.co.uk

Stakeholder Engagement Regulatory and Governance
Contact Contact

Victoria Maxham Dorcas Batstone

on 020 7380 4166 on 020 7380 4256

or via victoria, moxham@elexon.co.uk or via dorcas.batstone@elexon.co.uk

&

Meter to bank assurance Operations
Contact Contact
Bath Brown Justin Andrews
i 0n 020 7380 4324 on 020 7380 4364
C h rl S ROWeI I or beth.brown@elexon.co.uk, or via justin.andrews@elexon.co.uk.
or via paa@elexon. co.uk

020 7380 4337
chris.rowell@elexon.co.uk
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