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1  PURPOSE

1.1 The Distribution Connection and Use of System Agreement (DCUSA) is a multi-party contract between electricity Distributors and electricity Suppliers and large Generators.

1.2 Parties to the DCUSA can raise a DCUSA Change Proposal (“DCP”) to amend the Agreement. DCPs should better facilitate the DCUSA General Objectives and/or Charging Objectives of the DCUSA document.
1.3 Amendments to DCUSA may only be made with the consent of a majority proportion of Parties to the DCUSA, through a voting process, or (where applicable) the Gas and Electricity Markets Authority.
 
1.4 When a DCP is raised, a Working Group is established to assess and develop the proposal in consultation with industry parties and other interested parties. 
1.5 This document is a consultation issued in accordance with Clause 11.14 of the DCUSA and seeks industry views on Change Proposal DCP 214 – Voting.  The original DCP form is included as Attachments 1.
1.6 The Consultation has been issued to DCUSA Parties, the Distribution Charging Methodologies Forum (DCMF) Distribution List, Citizens Advice Bureau and Ofgem.

1.7 Parties are invited to consider the Change Proposals detailed in this consultation and submit comments using the form included as Attachment 3 to dcusa@electralink.co.uk by XX November 2014.
2 INTENT OF DCP 214 – voting
2.1 DCP 214 has been raised by UK Power Networks. The intent is to ensure that the recommendation made to Ofgem of a Part 1 change or the outcome of a Part 2 change truly reflects the interests (voting or otherwise) of the Parties.   
2.2 The Proposer explains that currently the DCUSA voting is based on Party categories and a Part 1 vote has to receive more than 50% acceptance from those who voted, from all Party categories, in order to be recommended for acceptance. 

2.3 It is further noted that recent voting has resulted in recommendations being made to Ofgem that a DCP should be rejected, based on the votes of one or two parties who [were the only parties who] 
voted in a Party Category and so determined the outcome for that category. However, it can be argued that such an outcome does not truly reflect Parties’ views if many in that Party Category did not feel impacted sufficiently enough to even exercise their right to vote.

2.4 As a result the Proposer has suggested that a non-vote should be considered in the outcome and the percentages for acceptance or rejection should reflect the interest of all Parties in a category rather than just those that vote.

2.5 This is particularly relevant as an Ofgem decision can only be appealed if it differs from the recommendation of the Parties. 

2.6 To be fair and equitable, the recommendation should reflect the impact on and views of all Parties who are affected and not just those who voted. To illustrate where the Party recommendation is different than the Ofgem decision, the Working Group has completed analysis and included it as Attachment 2.  
2.7 In summary, there has been XX amount of times, where Ofgem’s decision has not been in line with  the Party recommendation.  There has been XX number of instances where the Party recommendation was not reflective of the overall majority of those who voted.  In those occurrences, Ofgem’s final decision matched the Party recommendation XX number of occasions and was not in line with it on XX number of occasions.

3 DCP 214 – WORKING GROUP CONSIDERATIONS
3.1 The Working Group is comprised of Distributor, IDNO and Supplier Parties, as well as Ofgem representation; it is noted that all DCUSA Parties were invited to attend the Working Group.
The Proposer explained that their original proposed solution was tabled in order to stimulate debate.  The Working Group discussed the original proposed solution regarding non party voting 
and how this could be facilitated but they have also explored, in addition, other ways the intent of the CP could be achieved.  
3.2 The Working Group has developed different options for consideration in order to progress DCP 214.  It was noted that the voting arrangements that are currently in place for DCUSA were put forward in Ofgem’s acceptance letter of establishing DCUSA dated 23 November 2005 [and have not been reviewed since
].  

3.3 List of the potential options for progressing DCP 214:

· Option 1 -  Move away from Party category voting to a Representative Panel/  Change Board

· Option 2 – Two-tiered voting system where Party voting remains the same, but there will be an additional overall DCUSA Party Group outcome listed
· Option 3 – To introduce a “no interest or neutral” category into the voting mechanism
· Option 4 -

3.4 Option 1 would see the DCUSA voting system move away from weighted Party category voting to a Representative Panel or Change Board approach.   This option was based on analysis of other utility industry codes such as the BSC, MRA & SPAA which utilise this option to facilitate changes under these codes.  
3.5 Option 2 would involve a two-tiered voting system where the weighted Party category voting remains the same, but there will be an additional overall DCUSA Party Group outcome listed within the recommendation.  This would provide Ofgem not only with individual & Category party voting but, in addition, an overall DCUSA recommendation based on the votes of the majority of categories.   An illustration of how the voting may work currently and how this option may work is detailed below:
Current:

	DCP?
	WEIGHTED VOTING (%)



	
	Category A
	Category B
	Category C
	Category D

	
	 Accept 


	 Reject 


	 Accept 


	 Reject 


	 Accept 


	 Reject 


	 Accept 


	 Reject 



	 CHANGE SOLUTION 


	100
	0
	0
	100
	100
	0
	n/a
	n/a

	 IMPLEMENTATION DATE 


	100
	0
	0
	100
	100
	0
	n/a
	n/a


As Category B has voted to reject the CP this results in a rejection recommendation to Ofgem. 

Option 2 arrangement:

	DCP?
	WEIGHTED VOTING (%)



	
	Category A
	Category B
	Category C
	Category D

	
	 Accept 


	 Reject 


	 Accept 


	 Reject 


	 Accept 


	 Reject 


	 Accept 


	 Reject 



	 CHANGE SOLUTION 


	100
	0
	0
	100
	100
	0
	n/a
	n/a

	 IMPLEMENTATION DATE 


	100
	0
	0
	100
	100
	0
	n/a
	n/a


As 2 party categories have voted to accept the change, 1 party category has not voted at all and only 1 party category has voted to reject the overall DCUSA recommendation would be to accept the change. 
3.6 Option 3 would introduce a “no interest or neutral” category into the voting mechanism which would affect the outcome of a Party category if only a small amount of Parties voted within it
.


4 DCP 214 – LEGAL TEXT

4.1 The Working Group have not  finalised the legal text for DCP 214 as they are requesting views on the different options and inviting submission of alternative options before progressing it further. Following a review of the responses to this consultation, the Working Group will develop the legal text and will issue this for consultation at a later date. 

5 IMPLEMENTATION DATE

5.1 The implementation date for DCP 214 will be the next DCUSA release following Authority consent.

6 CONSULTATION

6.1 The Working Group would like Parties to consider the following consultation questions for DCP 214:
1. Do you agree with the intent of DCP 214?
2. Do you agree with the principles of DCP 214?
3. The Working Group considers that DCUSA General Objectives 2
 and 3
 are better facilitated by DCP 214, do you agree with this opinion?  Please provide supporting comments on this and any other DCUSA Objective you feel may be impacted by DCP 214.
4. Do you agree with the proposed implementation date of DCP 214?

5. Provide your opinion on Option 1 – To move away from Party voting to a Representative Panel Change Board.

6. Provide your opinion on Option 2 – To have a two-tiered approach to the voting process which would maintain Party voting, but also produce an overall group recommendation.  

7. Provide your opinion on Option 3 – To introduce a “no interest or neutral” category into the voting mechanism 

8. Is a 2 week voting period sufficient, or is more time needed to ensure all Parties are able to vote?

9. The DCUSA Voting arrangements currently have two different types of changes – Part 1 and Part 2 matters.  Part 1 Matters will ultimately go to the Authority for final determination and Part 2 Matters are self-governance and will follow the Party vote.  Part 1 matters must achieve more than 50% acceptance in each of the Party categories in which votes were received in order to give a recommendation to “Accept” to the Authority.  Part 2 Matters must achieve more than 65% acceptance in each of the Party categories in which votes were received in order for the modification to be approved and implemented.  Are these approval levels appropriate?  Does the higher threshold in Part 2 matters give additional assurance of the process, or should both Part 1 and Part 2 have the same approval threshold? 
10. It was noted by the Working Group members that generally smaller parties do not participate as much within the DCUSA Change Process and voting as larger Parties; in the interests of good governance, the aim should be for all Parties to participate fully. The Working Group would like to understand if there are any reasons – such as finances, time constraints, resources – that make it more difficult for small Parties to participate and what will make it easier for them to engage? Please provide supporting evidence.  

11. Could the text box located on the DCUSA voting form that asks Parties to comment about their vote discourage Parties from voting if they don’t have a rationale behind their vote?

12. Are there any alternative solutions or matters that should be considered by the Working Group for DCP 214?
6.2 The Consultation response form (Attachment 3) should be submitted to dcusa@electralink.co.uk  no later than XX November 2014. Parties are asked to provide as much relevant detail as possible to enable the Working Group to understand the comments and the reasons behind them. 

6.3 Responses, or any part thereof, can be provided in confidence.  Parties are asked to clearly indicate any parts of a response that are to be treated confidentially.
7 next steps

7.1 Following the end of the consultation period the Working Group will meet to review and consider the responses and progress the CP to the next stage of the DCUSA Change Process.
7.2 If you have any questions about this paper or the DCUSA Change Process or would like to participate in the Working Group please contact the DCUSA Help Desk by email to dcusa@electralink.co.uk or telephone 020 7432 3014.

8 Attachments
· Attachment 1 – DCP 214 ‘Voting’
· Attachment 2 – DCP 214 Analysis
· Attachment 3 – Response Form
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DCP 214 – Voting











� For more information about GEMA visit the Ofgem website: �HYPERLINK "http://www.ofgem.gov.uk/About%20us/Authority/Pages/TheAuthority.aspx"�http://www.ofgem.gov.uk/TheAuthority�  


� The facilitation of effective competition in the generation and supply of electricity and (so far as is consistent therewith) the promotion of such competition in the sale, distribution and purchase of electricity


� The efficient discharge by the DNO Parties and IDNO Parties of obligations imposed upon them in their Distribution Licences





�Will this be the appropriate distribution lists?  








Ofgem: given potential interest of third party users, re you happy these lists cover the target audience? Eg are there interested trade associations that could be included?  Such as renewable generators (distributed generators) and gas suppliers 





�Adds clarity?


�I’m not sure this is the only reason it’s relevant? More generally it’s important that DCUSA has a robust decision-making process that is not disproportionately swayed by a single party. It might also be worth highlighting that with an increased focus on self-governance decisions (post-DCP170) it’s important that the decision-making mechanism remains fit for purpose.  Also, in all cases the right to challenge by Judicial review exists.  Perhaps clarify you mean CMA appeal.  


�This will finalised with the analysis.  


�I don’t think this means to say ‘non party’ voting – does it mean ‘parties not voting’?


�Does this clarify the point being made here?


�Are there really two options here?





 The panel vote (as per BSC, CUSC etc)


 A change board which is a sub-committee of the Panel vote (as per MRA, SPAA etc)





Option 1 hasn’t specifically been factored in the rest of consultation, but I’m not sure if the working group has specifically ruled it out. In the interests of gathering a broad range of views, should it be added in?


�Is there anything else anyone would like to consider?


�I agree with Stacey's comment, I think the Working Group needs to look at this option in more detail to understand how it would work. Agree that we should seek suggestions from respondents here.





�Could everyone please expand upon the descriptions of the options if possible?


�I haven’t added any commentary here as I think we need a group decision on how we tackle this option within the consultation.  I believe that Peter has an idea about how this should work but I think that it’s possible that this option could have many different potential alternatives.  In order to not be too restrictive perhaps we could put forward Peter’s suggestion but state that we welcome alternative no vote options/suggestions on how this could work in the consultation questions?


�Should this be caveated ‘If the party voting system is retained…’?  Also, perhaps all the ‘why parties aren’t voting’ questions could be grouped together? (ie 5, 7, 8)
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