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Attachment
smart Metering Implementation Programme: Consumer engagement strategy

EDF Energy’s response to your gquestions

Chapter 2 Introduction
Consultation Question

Q.1.  Are these the right aims and objectives (paragraphs 2.12 - 2.13) against
which to evaluate the Government's consumer engagement strategy for
smart metering? Please explain your views.

£DF Energy broadly supports the aims and objectives against which to evaluate the smart
melaring consumer engagement strategy.

However, we would like to draw DECC's attention to the following issues. Firstly, the
second of the "aims’, noted in para 2.12, will be very challenging to deliver in practice,
and costs of suppliers' interventions would almest certainly be reflected in customers’
tariffs. \We believe it is key that the right balance is achieved batween raalising the
benefits set out in the Impact Assessment and increasing the cost to serve

The objectives look, in principle, fit for purpose, but we are concemad that, as written,
there is an assumption that consumers are already engaged with energy efficiency, and
ready to emorace the potential benefits that smart meters will bring, We are not
convinced that there is a universal appetite from cansumers for behavioural change at the
current time, and we believe achieving this must be one of the fundamental objectives of
the consumer engagement strategy. \We will make information available and give advice
ta our customers to allow them to monitar and control their energy use, but we cannot
make them take action.

We anticpate that DECC will create, and share, an evolving pvdence base on consumer

interaction, resistance and harriers to both smart meters and energy efficiency. The two

are not necessarily mutually inclusive, as customers may warm to smart meters for some

benefits, but nat for others — e.g. accurate billing, but not for behavicural change or vice
versa.

Ensuring thal vulnerable and low income consumers can benefit from the roll-out is also
critical, We have considerable expertise in helping our vulnerable customers 1o manage
their relationship with energy and we want to retain ownership of this, But we do see 3
centralised consumer engagement strategy playing a supporting role hers

Finally, we believe that the engagement strategy must cantribute ta restoning consumer
trust in the energy sector. We believe that there must be more joined up communication
boetwoon DECT and Ofaam ac s hava recantly caan nocitea ctorias ralaasad to the
media, which ara then quickly eroded by other, non related publications from the
Regulator or cansumer graups,
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W must all wark together it this programme is 1o be truly delvered efficiently and cost
effectvely,

Chapter 3 Effective consumer engagement

Q.2.  What are your views on focusing on direct feedback, indirect feedback,
advice and guidance and motivational campaigns as behaviour change
tools? What other levers for behaviour change should we consider? (See
also Appendix 1.)

We believe that suppliers must be given sufficient room to innovate, The mare
prescriptive the Government's strategy, the less differentiation there will be, which could
stifle tha market,

We balieve the behaviour change tools referred to by DECC are indeed the main
machanisms for providing information to customers. However, DECC should undertake
turther waork 1o better understand what supperting informationfadvice needs to be
provided at the same time to give the customer a meaningful context. This informaticn
must be clear and presented to consumers in a straightiorward way,

With this in rmind, we believe that customers must receive a coherent message consisting
of feedback, contextual information and options for changing their energy behaviour.

As mentioned in our response to Question 1, the lever Tor change will only work if there is
customer desire to do things differently, and we are not convinced that currently there is
such an appetite fram consumers for behavioural change,

0Q.2.  What are your views on community outreach as a means of promoting
smart meters and energy saving behaviour change?

Our own research shows that using community sutreach can certainly increase awareness
af smart meters, and, as a result, increase access rales for installation. However, we have
nat seen evidence in our trials to date that community outreach schemes are particularly
successful for changing energy consumption behaviour,

There are pro's and con's of community outreach, On the one hand, we believe that it is
critical for successtully working with disadvantaged communities. However, it can prove
to be expensive, and the benefits of such an mvestment can sometimes be difficult to
attribute to the outreach programme itself

We believe that the COB has a rale to play in community outreach, but the details require
further cansideration, There are clearly efficiencies that can be achieved by undertaking
activities once, rather than by each energy supglier doing these individually,

We expect to see the CDB play a vital role in rebuilding consumers’ trisst in suppliers,
provading reassurance and dispelling myths associated with smart meters, We would not
want to.see 3. situationwhere-any-such central-activity stifles commercial offerings and

partnerships between individual suppliers and other orgamsations.
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Q.4. Have the right evidence requirements been identified for Foundation
learning? What other evidence or approaches to research and trialling
might we consider?

We broadly agree with the evidence requirements set cut by DECC. We would suggest to
DECC that ather major rollouts could provide useful evidence outside of the energy
industry and an example could be 'Chip and PIN'. Valuable lessons could be leamed from
these pragrammes. We also consider that interoperability, barriers to both smarl meters
and behaviour change, must feature as requirements of Foundation learning,

As well as the areas listed where further evidence is neaded, we would suggest that DECC
may wish to consider adding:

Hard to reach consumers S cammunites;
Cultural differences and how these might be best accommodated;

» Different communications approaches with consumers during the Foundation
learning stage.

EDF Energy believes that timing will be critical if Foundation |earning is to give all parties
the maximum benafits. The learning must be early encugh to influence both DECC's
policies and also suppliers’ own commercial strategies. In addition, we must have the
IE?IFHinq in sufficient time 1o deliver for the run up to, and in readiness of, the mandated
roll-out.

We would remind DECC of the commercial sensitivities that, as a supplier in a competitive
market, we may not chose ta share with others. With that in mind, we would like to
reaffirm that EDF Energy is happy to participate in such a useful learning process.

Chapter 4 Delivering consumer engagement

Q.5.  What are your views about the desirability of the Programme, ar other
independent parties, making available information on different suppliers’
installation packages and their impacts? When might this best be
introduced?

We do not believe this to be an appropriate activity for the Programme to undertake and
wi have real concerns that such an activity could lead to markel impacts or even distort
competition,

The installation visit, the assets deployed, propoasitions and packages will all form part of
the supplier differentiation expected in a competitive market. We are unclear as to what
potential benefits DECC considers wauld be realized by adopting such a proposal.

0.6. Do you agree that a centralised engagement programme, established by
suppliers with appropriate checks and balances, is the most practical
solution given other constraints? If not, what other practical alternatives
are there?

ELF Energy supports the need for centralised engagement and we belisve its primary
actnity must be to support suppliers in their rall-out of smart meters

un
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The CDB will be a public facing organisation representing Government policy anl
communicating this through a vaniety of media channels to consumers. \We strongly
believe this should be a Government driven activity, chaired by DECC, and supported by
other interested Government departments isuch as the Department of Health), suppliers,
consumer groups, netwaork operatars and other appropriate parties,

If the governance and operation of the CDB were to remain independent of energy
suppliers, as suggested in the propesed licence conditions, we do not believe that it is
reascnable to expect suppliers to fund the body or establish i, EQF Energy firmly believes
that it this were to be the case, we would expect the CDE to be mobilised and delivered
as part of the DECC Smart Metering Implementation Programme

EDF Energy daoes not believe that the “checks and balances™ set out in the consultation
document are checks and balances. We would suggest that they are a list of exclusions
trem supplier involvement in CDB governance, past establishment, and we do not believe
that this is acceptable.

While there 15 much work to be done to determing the most appropriate funding
mechanism, we strangly believe that any supplier funding must be reflective of market
share, I funding s not attributed by market share, then the burden would be shared
unevenly between the customers of some suppliars com pared to others, causing
campelitive distortions.

Q.7. Do you think that suppliers should be cbliged through licence conditions
to establish and fund a Central Delivery Body or would a voluntary
approach be preferable?

Our view is that the COB should be established by Government.

Herevever, we acknowledge that there are a number of ways in which suppliers could be
obliged to set up a CDE. These range from a supply licence condition, to putting the
abligation inta the Smart Energy Code (SEC), ta a purely voluntary agreement.

EQF Energy believes that a supply licence condition woauld be a very heavy handed way 1o
place an obligation on suppliers ta set up the COB and runs the risk of being difficult to
regulate. In particular, we have concerns about the setting of KPIs and the risk of
unintentional breaches outside a individual licensee's contral.

Adding an cbligaticn into the SEC is should be considered further, as we believe setting
up the COB would be easier to manage through SEC change contral pracedures. While
we recognise the timescales for the delivery of the SEC would mean that the regulatory
instrumnents would not be in place to mobilise and establish the bady in the required
timescale, there could be an interim solution that could transition into the SEC as
appropriate.

It suppliers are to be obligated to establish the CDB, EDF Energy believes that a voluntary
appuoach wiould be sufficient. - There-have been-numerous exsmples of voluntany

agreements and self-regulation working very effectively in the energy industry, such as the
former Yoluntary Supplier Commitment for social expenditure programmes.
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Q.8B. What are your views on the proposed objectives for the Central Delivery
Body? Are there any additional objectives which should be included?

EDF Energy is broadly supportive of the proposed objectives of the COB

We believe that its primary objective must be to build customer support for the roll-out by
providing consumers with confidence in the benefits and reassurance on areas of
CONSUMET CONCRT.

The CDB must first raise its profile and brand in the public domain before engaging in any
direct communication with customers an smart meters as we believe custamers will mare
readily engage with a brand they have some awareness of

The CDEB's communications and engagement with consumers must be consistent and at a
high level to allow suppliers to communicate directly with customers on a mare in-depth
basis.

We have some concerns about the reference ta consumers having an “understanding’ of
how 1o use the smart mater 1o deliver behaviour change, as this is very subjective and will
be difficult to measure,

Finally, we believe that DECC must exercise caution, and should not extend these
abjectives of placing responsibility for achieving energy efficiency on the CDB, or suppliers.

A% we have already stated, taking action is ultimately in the control of the custamer, and it
is important that accountability for the abjectives is set appropriately

0Q.9. What are your views on the suggested activities for the Central Delivery
Body?

EDF Enargy 1= broadly supportive of the proposed activities of the CDE.

We believe that any energy efficiency advice provided by the COB must be at a high level
and generic so that it is appropriate for all custamer groups and does not duplicate other
resources. The advice must not overstate the benefits, as we would not want to be put in
a position where expectations could not be fulfilled. For more advice on energy efficiency,
consumers should be directed to the Green Deal remote advice line, once in aperation.

We urge DECC not to regulate now what the activities of the CDE should be, The focus
should be on getting the right objectives for consumer education and awarenass with the
best mechanisms being defined by the CDBE itseli, taking a halistic view of roll-out, We
believe that such an approach would help avoid unintentional constraints and
inefficiencies

Provizion of general tips and advice for saving energy will then allow suppliers to give
mora meaningful and tailored advice to customers on the back of the COB material.
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Q.10. Do you have any views on mechanisms for monitoring progress and
holding suppliers te account in delivering objectives?

We believe that it will be nacessary to undertake some benchmarking activity to determine
current awareness levels, access rates and consumers' understanding of energy efficiency
pefore the COR is in place, We viewr this as an essential step so that all parties understand
the basis that the COB will work from. Once undertaken, and the CDB commences its
activities, monitaring in these areas can take place and the success of the CDB can be
determined.

EDF Energy does not believe it is apprepriate to hold suppliers ta account for delivering
behaviour change, A more realist aim would be for suppliers to monitor consumers’
understanding in this area (i.e. rather than have an objective to achieve a percentage
reduction in consumption or a saving in their bills),

We are awaiting the set of reporting and monitering requirements that will be set out and
consulted on by DECC shortly and we are expecting that this will cover all aspects. We do
not believe that there should be additional requirements set from this policy cansultation.

Q.11. How can we ensure sufficient effort and funding to achieve the objectives
is balanced against the need to keep costs down?

We believe it is in the interests of all parties, from Government to suppliers and
consumers, that the CDB is a success. We do not belisve that suppliers will get sufficient
levels of engagement without an independent and trusted body that can pave the way far
our engagement with our customers.

We believe that the CDB must be set a very clear and defined scope from the outset.
Equally, the budget must be set in advance over both the shart and medium term with
expected expenditure, and these plans should be published to ensure transparency. We
believe that all parties can learn from the Digital UK experience, where the budget was
nng-fenced to ensure its availability

A ring-fenced budget, combined with the cost-effectve delivery of well-defined
objectves, should provide the necessary assurances. Any activity undertaken by the CDE
must align with the delivery of its objectives,

We must also be mindful that different activities will have different costs, and that these
will ultimately be borme by the cansumer, where funding is provided by suppliers

Q.12. Do you think contracting an existing organisation or setting up a new
Central Delivery Body would be a workable mechanism for delivering
consumer engagement? What are the advantages and disadvantages of
these two options?

EDF Energy beleves that both options outlined by DECC are workable machanisms far

delivening consumer engagement, but we are of the view that establishing a new CDB
wiould be the preferabla mechanicm
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We believe that use of an existing body would compromise the perceived independence
of consumer engagement delivery. A fresh and new brand and logo is impartant as
shown by the Digital UK programme.

The scope and impartance of the weark that the CDB will perform over at least six years
requires a new and dedicated body ta be established. In particular, a bespoke governance
structure will need to be set up and this would be difficult to achieve if we were to use an
exisling organisation

The body wall need the infrastructure and back-office systerns and services to suppeort the
scape of activities set cut in last year's Request for Information. The use of people,
systems, processes and offices from an existing body could provide this as a warm start-up
- Digital UK could be an example.

Finally, we believe there is potential value in considering the use of same of this
organisation’s resources more carefully.

Q.13. Do you think the objectives and activities of the Central Delivery Body
described here will help deliver the aims of the consumer engagement
strategy (see paragraphs 4.32 - 4.33)7 Please explain your views. Do you
have any alternative suggestions?

EDF Energy is broadly suppartive of the proposed abjectives of the CDB and we believe
these will assist with delivering the consumer engagement stratagy

However, as previously mentionad, we would urge DECC not to be overly prescriptive too
edrly by determining now what the activities of the CDB should be. We are some two and
half years away from the roll-out commencing and there are a number of unknowns that
need ta be better understacd to ensure success, We cannot accurately predict at this
stage what the level of consumer "buy-in' to smart meters will be in 2014 and how readily
they will receive, and act upon, the energy efficiency and behavioural change advice that
i Qien.

With this in mind, we suggest adopting a progressive approach to setting out the CDR's
activities, starting with finalising the CDB’s objectives. Cwver the coming months, as both
DECC and suppliers' understanding of consumer attitudes better develops, and the CDB is
established, we can collectively make more informed decisions around the CDB's activities
and refine them as the roll-out approaches.

We believe that we should collectively concentrate on getting the right obgectives Tor
ecducation and awareness of consumers and the best mechanisms for delivering these will
be refined by the COB itself, taking a holistic view of suppliers' rell-out. We believe this
would help avoid unintentional constraints and inefficiencies for the future

EDF Energy believes that its primary objective for smart metering must be to build
customer support for the rall-out by praviding consumers with confidence in the benefits
and reassurance on areas of consumer concem
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Q.14. How can we ensure that the Expert Panel attracts a sufficient level of
expertise?

ELF Energy believes that the "Expert Panel" tunction could best be deliverad by a senes of
advisory groups that would cover off a variety of areas of expertse, in particular
“Consumer”, “Cammunications”, "Delivery" and “Technical”. While we believe that the
CDB should be responsible for attracting appropriate experlise to these groups, we do not
toresee any issues with attracting the sufficient level of knowledge and expertise.

We believe the Panel members should come from a range of industries and bring a mix of
skill sets and experiences from different backgrounds,

Rermuneration will also be a consideration if the nght indwiduals are to be attracted.

Q.15. Do you foresee any conflicts between this approach (particularly when
structured in accordance with the information provided in the rest of this
chapter) and competition law? If so, what are these and how might they
be addressed?

We do not see any issues as the COB is to be a ‘not for profit' erganisation, with a defined
governance structure and representation from a variety of relevant parties.

Q.16. Do you have any other comments on how a governance framewaork could
be designed to ensure the appropriate balance as described in paragraph
4.357

We strongly believe that Government, suppliers, consumer groups and network operators
must all be key parties throughaout the aperational governance structure of the CDE.

The COB will need supplier input setting out what activities they are planning to
undertake. Having a holistic view of supplier rall-out activity will allow the DB 1o st an
appropriate budget in delivering its objectives — we must not detach the CBE business
plan from the funding bodies

We believe that an independent chair, or DECC assuming this rale, and representation
from a wide range of stakeholders, will ensure that the CDB delivers its objactives,

EGF Energy believes that DECC should adopt the principles of Better Regulation, If licence
conditions are desmed necessary, then these should be ‘light touch’ anly and should set
out clear objectives far the CDB to deliver in the most efficient way, We do not believe it
is appropriate for these to be as detailed, as set out in the consultation document

We are caoncerned that too much prescription is likely to constrain the effectiveness of the
CDB, and therefore could end up costing maore money and intreducing sk,

W further believe that DECC should allow a window for the CDB to be established
before any formal licence condition is considered necessary.

10
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Q.17. What role should smaller suppliers have, if any, in setting up a delivery
mechanism for central engagement? What should the ongoing
relationship between small suppliers and the central delivery mechanism
be?

We believe that a wide range of groups should contribute to the body's wark, whether ar
not they contribute to the bady financally. Having said this, we think it i5 impartant that
there is clarity on the rale of not just small supplers but also of consumer groups,
Government, regulatory authonties, and network operators

We believe that all of these entities should have a means of providing input inta the
meszaging that will be used by the body and that this process must be transparent.

& wide range of stakeholders will benefit from the roll-out of smart meters, and if the
DB is to consider the requirements of those stakeholders, then we believe they should
cantribute to the funding of the body, including small suppliers.

YWe believe that a fundamental rale for the COB will be reacting to any negative publicity
generated by the actions of specific suppliers, e.g.if a supplier were to create a
reputational risk for the roll-out as a whole by failing to install meters to their customers'
expectations.

We recognise that all suppliers installing smart meters would be affected by the asscciated
reputational risk. Equally, we believe that all suppliers who assaciate themselves with the
brand of the CDB should be invited to became involved in its governance.

Q.18. What role, if any, should network companies and communications service
providers have in central engagement?

We da not believe it is appropriate for networks and C5Ps ta have a role in early central
engagement activities. Early messaging needs to be simple and specific 1o smart
metering, to ensure the messages we want to convey are clearly stated and 1o avaid
consumer confusion.

A3 the engagement and awareness al consumers matures through the rall-out timeframe
it may be appropriate for additional messages 1o be communicated via the CDB — high
level infarmation of smart grids might be an example, At this point, the DNOs should be
invited to join the COB and contribute funding as appropriate,

0Q.19. Do you agree that the timings for the creation of a Central Delivery Body
as set out above are achievable? Please explain your views,

We belisve that the regulatory regime chosen for the implementation of the CDB is likely
to have the biggest impact an timescales for its implementation.

EDF Energy believes that the timescales as set out are ambitious, and further waork is
needed to define the operational framewaork and mobilisation activities. We beliave that
the speed of set-up is critical if the CDB is to hit the ground running. We believe that
establishing a small aroup initially is important and then o allow the COB to expand
flexibly a5 momentum gathers

11
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We welcame that DECC is aiming to step up its proactive communications activity around
smart meters over the coming months. We suppart this activity and would stress that the
grimary aim of such communications should be to dispel amy myths and inaccurate
reporting in the media rather than to stimulate early demand for smart metering before
roll-out structures are in place.

Q.20. What are your views on the need for the Central Delivery Body to
establish an outreach programme?

We believe that it would be appropriate for the CDB to establish a national outreach
programme as long as its rola and purpose was clearly defined and allowed for suppliers
o engage with stakeholders and partners as needed.

EDF Energy is supportive of DECC's intention for the CDB to coordinate with third party
trusted intermediaries and with the proposal that the CDB could provide & central contact
point for third party intermediaries. We believe it would be mare effective for the CDE to
work with trusted intermedianes to deliver outreach in communities rather than
reinventing structures — intermediaries will already have the trust and the structure to
support the delivery such as Citizen's Advice Bureau. We believa there must also be a
cornmaon set of material available to all. It will be necessary for same common publicity to
let consumers know that smart metering is coming and to raise their awarensss of smart
metering at both a regional and community level.

We believe that it wauld be better for any localised activity to be built around general
awareness raising and brand building, like the rest of the CDB's waork, We will then be
able to generate custormer pull as necessary accarding to various geographies and
demographics.

We would urge DECC to exercise some caution on setting out objectives at such an early
stage. We do nat yel know what the most effective way to deliver engaged consumers
via gutreach will be. It could be by supplier anly activity or to overlay some central co-
ordination as well, EDF Energy believes it would be inappropnate to make assumptions
now an such a key activity when it could have significant consequences o the reputation
of the whale pragramme should it go wrong.

Q.21. Should there be requirements for suppliers to share roll-out plans with the
Central Delivery Body, and for the body te take them into account?

We believe that there are potential synergies and benefits that the CDB could realise if
communications and other engagement approaches were reflective of supplier roll-out
activity

I arder for this to work it would require all suppliers to cammit to share such plans and a

‘une gut, all out” approach would have to be adopted. In addition, the plans should be
anonymised (i.e. not supplier specific) and should not be used for any other purposs

e

12
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Q.22. Is there value in such a brand and if so, when should it start to be visible?
Should suppliers or other stakeholders be able to use the brand on their
own (non-central body) smart meter communications and if so, on what
basis?

EDF Energy believes that there are real benefits for the CDB to have its own branding, A
distinct brand could demonstrate that it had independence fram Government and
suppliers and could provide some substance behind the campaigns

The brand must be specific to the roll-out of smart meters and should not be used for
other purposes. The Digital UK switchover engaged in publicity in arder to raise its profile
prior to undertaking specific messaging directly with cansumers and we believe the CDB
should de the same.

EDF Energy believes that an experienced marketing expert must be appointed to the CDE
board early on to oversee the development of the brand and its initial promotion.

It is our view that ongoing use of the CDB brand should be a responsibility of the board
and that those organisations that wish 1o use, or be associated, with the brand should
provide an appropriate and apportioned level of funding.

Q.23. Do you agree that the licence conditions as drafted in Part A effectively
underpin the policy intention to require energy suppliers to form a Central
Delivery Body? Please explain your views.

EDF Energy balieves that Government should establish the COB for the reasons previously
detailed.

We do not believe that licence conditions as drafted are appropriate and that, if necessary,
suppliers have both the capability twe have collectively established other bodies on a
woluntary basis), and have the right incentive to establish a CDB.

Furthermaore, il suppliers were to be obligated to establish the CDB the licence canditions
and governance framework would need to "respectfing] suppliers’ responsibility for
funding and delivery™ as set out in the consultation document. The propased framewaork
does not da this

We are vary surprised to note that suppliers are explicitly completely detached from any
angoing involvement in the COB and we do not think this to be at all appropnate for a
body that will be funded by suppliers. Additionally, the COB must reflect our activities and
learning in order to deliver the best consumer engagement programme,

Q.24. Do the licence conditions as drafted give the Central Delivery Body
sufficient separation from suppliers to achieve the policy objectives as set
out above? Do you have any specific comments on the Constitution,
Members and Directors, and Independence sections of the licence
conditions?

EDF Energy believes that DECL should adopt the principles ot Better Regulation. If licence
conditions were to be deemed necessary then these must be ‘light touch' only and should
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set out clear objectives for the CDB to deliver in the most efficient way. We do not
believe it appropriate for these to be as detailed as set cut in the consultation document

We do not think that a complex regulatary and governance structure should be defined
for "Experts" ar the Expert Panel. EDF Energy believes that there must be the flexibility for
the Board and the COB itself to call on expert advisary groups as they see fit to deliver the
abjectives.

We are aware that Energy UK has set out a structure where the CDB has expertise in
Marketing and Communications, Programme Delivery, Technical and Industry and Finance
& Operations, We would expect there to be advisary groups to align with these functicnal
areas as well as an essential Consumer Advisory Group,

We are conscious that there is much more work 1o do in the mabilisation phase and on
the constitution and voting of the governing bady, and we look forward to continuing to
wark with Government on this,

We believe that there should be long term plans wath indicative costs and activities
graduced in addition to short term plans. I the CBE i o be in place for the duration of
the rall-out, we see the need for one year plans, three year plans and a plan ta the end of
2ng

Q.25. Do you agree with the way the objectives are drafted in the licence
conditions? Should they be more or less detailed?

See answer to Q24

We do not believe that there should be any prescription of activities at a lower level
{including customer cutreach) as this would constrain what the COB could do to deliver
the mast efficient and effective solutions far consumer engagement. We simply do not
know now what the best activities will be in twa, three or five years time. We would urge
DECC to also take into account that all suppliers will have their own plans far consumer
engagement.

The CDB must not operate in isolation, as it is the suppliers that will be communicating
with their customers directly to complete the rell-out of smart meters.

Q.26. Do you agree that the licence conditions as drafted underpin the policy
intention with regard to the expert panel? In particular, do they correctly
identify the types of expertise required, and give sufficient clarity and
detail on the purpose, role, independence, membership and operation of
the Expert Panel? Do you agree that the Secretary of State should approve
the process for appointing the Panel?

EDF Energy would refer DECC fo our previous answers around the draft cence
canditians

We think that there should be the nacassary flexibifity for the Board and the COB itself to
call on expert advisory groups as appropriate and as required to deliver their objectives.
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W do nat believe it necessary for the Secretary of State to approve the process for
appainting the Panel

Q.27. Do the licence conditions effectively underpin the policy intention of the
functions of the CDB? Are there any additional functions that you think
should be included in the legal drafting? Please explain your views.

We refer DECC to our previous wiews on the draft licence conditions.

EDF Energy believes that the focus must be concentrating on creating the right objectives
tor education and awarensss, We firmly believe that it should be the respansibility of the
CDB itself to decide the best appreaches and mechanisms to deliver these objectives.

If Licence Conditions are deemed to be necessary, then they must be light touch and set
out the requirement to establish the CDB, the objectives it will have and the ring-fencing
of its budget

Q.28. Do you agree with the form and content of the Engagement Agreement as
drafted in the Licence Conditions? Please explain your views.

We refer DECC to our previous views on the draft licence condilions

EDF Energy does not believe the engagement agreement is the most appropriate
governance salution. The madel set out with an Engagement Agreement is unnecessarily
camplicated and places a great onus an a commercial agrearment between suppliers and
the COB over which little is set out and over which little control may be exerted.

We would also draw DECC's attention to the fact that the way this has been set out in the
consultation is different from any other existing arrangements established in industry.

Q.29. Do you agree that the licence conditions as drafted effectively underpin
the other duties of suppliers in relation to the Central Delivery Body? Are
there any other duties that should be included? Please explain your views,

W refer DECC to our previous views an the draft icence conditions.

EDF Energy believes that if Licence Conditions are absolutely necessary, then the duties

should be at a high level 1o include the allocation of funding, ring-fencing the budget,

establishing the body and assisting, co-operating and participating in its governance,

Q.30. Do you have any other comments on the licence conditions which have
not been covered by the previous questions? Are there any unintended
CONsSEqUENnCEs We can anticipate?

We refer DECC to our pravious views on the draft licence conditions

e cwmmaa ey
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Q.31. Do you think there are any consequential changes to existing licence
conditions or codes which are needed in order to make the proposed
obligations work as intended? Please explain your views.

Further work will be needed to understand if there are any consequential changes to
existing licence conditions ar cades and we look forward to warking with DECC in the
coming months in this regard.

Chapter 5 The non-domestic sector

Q.32. What are your views on the state of the energy services market for non-
domestic consumers and its future development?

Energy services is a very broad term and covers a broad scale of offerings from very
passive solutions that rely solely on the customer taking action through to formal,
cantractual based services.

We believe that there are different levels of energy servces awareness within the non
damestic sector. Large and multiple site customers have awareness, but this is not
necassarily the case for smaller SME and micra-business custamers.

hdore and more services are likely to develop in the market as smart metering is ralled out
and suppliers and Energy Services Companies (ESCos) innovate. There are a variety of
difficulties which make the market hard 1o servics 5t present, but we believe that these
issues can be overcome with smart meter technology and more accurate data.

We believe this will help EDF Energy to offer adwee to these customers on energy
afficiency measures and on reducing consumption. Simplicity is the key for these
Custamers.

Mare accurate data will provide the polential for new products, such as time of use tariffs,
to be developed, such as tims of use tariffs, which could deliver savings in the nan
domestic sector.

The challenge for EDOF Energy, other suppliers and ESCos, will be promoting behavioural
change on energy use in the nan domestic sectar. Approximately 65% of SME customers
rent their business premises and this will no doulbt make it harder to encourage them to
invest in energy efficiency measures

Our own research suggests that SME customers are not actively engaged in energy
efficiency. It is difficult to target and engage with this segment with campaigns. Larger
multi-site custormers will be equally challenging to further engage, as many already have
an existing energy efficiency program in place.
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Q.33. Do you agree that information on current smart and advanced metering
would be useful to non-domestic customers in the short term? Is there
other information that could usefully be provided at the same time?

We believe that such information would be wseful ta non domestic customers in the short
term. Any information must be clear and set out what smart metenng will mean for these
customers and the benefits that can be achieved.

As with the domestic sector, early communications must create a positive outlook to avoid
negativity that could have an impact on roll-out.

We believe that short term communications must reflect and promote Government policy.
MNon domestic customers should be informed that the installation of smarl meters is a
mandatory roll-out across the country. If non domestic customers are aware that this is a
Government backed initiative, we believe that access rates may imprave

Shart term comrmunications should be available to non domestic custamers through a
varety of channels specific to the sectar, such as the Federation of Small Businesses, as
SME’s are typically hard to target and engage. We do not believe that simply e-mailing
these customers will be particularly successful,

Finally, there must be alignment with the communications strateqy in the damestic sector
We think there are clear synergies that should be used to maxmise benefits — with
COmMmon messaging, consistent language and complimentary timescales in bath the
domestic and non domestic markets,

We wiould urge DECC to be mindful that non domestic custamers, will also be domestic
customers in their homes, and, therefora will potentially receive two sets of
communications, as a business and also as a domestic customer.  Any confusion could
cause consumer disengagemant even befare the roll-out starts.

0.34. Should the central delivery arrangements proposed in Chapter 4 extend to
micro-businesses? What are your views on any centralised activities
focussing en micro-businesses alone?

EDF Energy believes that the proposed delivery arrangements should extend to micro
businesses, There is much work to be done in this area and EDF Energy looks forward to
continuing 1o work with DECC over the coming weeks and months.

A key consideration is cost. Further detailed analysis is required to understand what the
inclusion of micro-business customers will da ta the cost of the CDA.

YWe have some concerns about how micro-pusinesses will be specifically identified (under
the EU definition) for engagement. There will be a requirerment 1o target customers wath
a specific consumption or certain turnaver / number of employees, but these customers
could cross a number af potential groupings that will aklso include other non-domestic
customers that are not micro-businesses.

There are potential efficiencies that can be derived if the activities undertaken by the CDR
are suitable for bath domestic and micro-businesses, although the channels used ta reach
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them effectively may vary, This will reduce cost and ensure a consistent message is
delivered. As previously stated, many micro-business customers will also be domestic
customers.

0.35. What changes might be required to the licence conditions at Appendix 2 to
address the needs of the non-domestic sectar?

We refer DECC to our previous views on the dralt licence conditions.
Chapter & Enabling wider changes to the energy system and market

Q.36. What are your views on whether the Government should, in due course,
alter energy efficiency incentives in the light of new opportunities arising
from smart metering? How might any such incentives operate?

We believe that as we will have more interactions and interventions with our customers
there are potentially opportunities for providing a more holistic approach. However, we do
not suppaort artificially joining up obligations, or prioritising delivery through inflaxible
regulatory interventions. Obligated parties will of course join up activity across
workstreams in an effective manner, while ensuring cost effective delivery. Mandating
requirements could impact an eppartunities for innovation in delivenng a number of
mitiatives efficiently.

We look farward to warking with DECC and Ofgem in the coming manths in this regard.

EDF Energy
June 2012



