The co-operative
energy

19 May 2015

Dear Stuart

Thank you for the opportunity to respond to DECC’s ‘Smart Metering Rollout
Strategy’ Consultation, dated 24 March 2015.

We are supportive of the Government's Smart Metering Implementation Programme
(SMIP) and the benefits it will bring to consumers. We also support DECC’s general
approach towards small/independent suppliers and the provision of additional
flexibility in how they can approach rollout. This has been an overarching principle
throughout the SMIP.

This consultation sets out obligations on large suppliers that are more onerous than
for small suppliers, recognising their greater potential adverse impact on SMIP. For
any supplier, clarity on whether they are classified as a small or large supplier is a
key element for DCC and smart readiness, as well as regulatory compliance.

The consultation is silent on when the ‘cut’ will be taken that will define whether a
supplier is considered large or small for the purposes of determining a supplier's
DCC live obligations. For consistency, we suggest that this ‘cut’ is aligned with
SECA4A designation ie January 14 2015. This was a key date for suppliers because it
set the requirement for DCC Interface Testing. Whether a supplier was required to be
ready for Interface Testing will have been key to informing and shaping their DCC
readiness preparations, including investment in IT and people. There is a strong link
with the preparations required for Interface Testing and becoming a DCC User.

Some additional thought could be given as to whether DCC live is the most
appropriate starting reference point for these obligations. DCC has acknowledged
that a constrained launch for services is possible. We think ‘unconstrained launch of
DCC Services’ may be the more appropriate reference point.

If you would like to discuss our response, please contact , on

Yours

Steve Rowe (Head of Regulation and Compliance)
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Consultation Questions

1. Do you agree with the minded to position to set a de-minimis obligation for all large
suppliers to install, commission and enrol 1,500 SMETS 2 meters or 0.025% of total
meter points (whichever is the lower) within six months of DCC Live? Please explain
your rationale and provide evidence.

Yes. We are supportive of this obligation on large suppliers. We think it's right that
large suppliers, given their greater resources and greater overall impact on GB
consumers’ smart experience, should have more demanding expectations of their
readiness. As with any large scale IT programme, there may well be teething issues
at the beginning, despite DCC'’s and Users’ rigorous testing. Large suppliers will be
best placed to respond to these issues given their greater resources.

The consultation does not specify when the ‘cut’ of customer numbers is taken for
the purpose of defining whether a supplier is classified as ‘large’ or ‘small’. This has
introduced a high degree of regulatory uncertainty to those suppliers who are below
the 250k, but may be planning to grow beyond it before DCC live.

We suggest that the ‘cut’ is aligned with SEC 4A designation (January 14 2015),
when suppliers were then defined as large or small supplier for the purpose of
Interface Testing (IT) readiness expectations. These requirements are set out in the
Smart Energy Code in a paragraph entitled ‘Definitions of Large and Small Suppliers’
T3.32 and T3.33.

For large suppliers, they already know they are required to be ready for Interface
Testing so will have already committed resources and planning towards achieving
this. It does not seem an entirely unreasonable inference for a small supplier to have
concluded that SEC4A designation would be the only point before DCC live that such
a ‘cut’ would occur. On this basis a small supplier may have taken a decision to use
this flexibility to defer resource allocation on DCC readiness. Additional regulatory
flexibility for small suppliers’ rollouts has always been a core principle of SMIP.

For the above reason, the regulatory uncertainty introduced by this provision appears
disproportionately greater for small suppliers who have grown since SEC4A
designation (‘transition suppliers’), compared to small suppliers and large suppliers.

Given the calls on parliamentary time post-election, the conclusions of this
consultation are unlikely to be published until after the summer recess. Thus it is
possible that a ‘transition supplier' may only know in September/October of this year
that it has to successfully complete a major programme of change and have installed
the de minimis number of SMETS2 meters by February 2017 (based on DECC's
August 2015 planning assumption). This could increase the cost of relative cost of
compliance for such transition suppliers — compared to small and large suppliers —
and pose operational challenges.

2. Do you agree that given the importance of consumers continuing to receive smart
metering benefits upon change of supplier, all suppliers should be Users at DCC Live
plus12 months? Please provide evidence to support your position.
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Yes. This will reduce the risk of poor customer experience that could have a negative
impact on the programme. Customer support for the programme will be key to
customers opening their doors to installers and setting aside time for the installation.
An increase in ‘aborted visits’ due to poor customer engagement will significantly
drive up supplier’s costs and reduce the Impact Assessment benefits case.

3. Do you agree that given the importance of consumers continuing to receive smart
metering benefits upon change of supplier, all suppliers should be Users at DCC Live
plus12 months? Please provide evidence to support your position.

Yes. This will minimise the risk of poor consumer experience as a result of a
supplier’'s inability to support smart meters on churn. This could prove an impediment
to switching.

4. Do you agree that electricity DNOs should be mandated to be DCC Users from
DCC Live? Please provide evidence to support your position.

No comment.

5. Would a direction from the Secretary of State, focused on electricity DNOs only, to
be ready for Interface Testing provide additional impetus to be ready for DCC Live?

No comment.

6. Please provide views on whether iDNOs should be mandated to become DCC
Users from DCC Live plus12 months. Please provide evidence to support your
position.

No comment.

7. Do you agree with the position not to mandate GTs and iGTs to become Users at
the present time? Please provide evidence to support your position.

No comment.

8. Are there benefits that could be driven by imposing a DCC Mandate for GTs and
iGTs before the end of rollout? Please provide evidence to support your position.

No comment.

9. Do you agree that ‘Install and Leave’ should be permitted where expected WAN
coverage is not available; but only in cases where HAN is established? Please
explain your rationale.

We agree this strikes the right balance between an efficient installation and initial
customer experience. However, it's important that consumers are made aware by
Smart Energy GB that communication problems may mean that not all customers will
be able to get smart meters and that this may not be something over which a supplier
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may exercise any control. Otherwise there is risk of reducing consumers’ trust in their
energy supplier, which will make rollout more challenging.

10. Do you think there are grounds for the Government enabling “proactive” Install
and Leave and would your organisation use it as part of their rollout strategy?
Please explain how you would mitigate the potential challenges to consumer
experience.

We think there may be merit in considering ‘proactive’ install and leave. This will
allow customers who initially have no WAN to receive smart services as soon as
WAN becomes available. Otherwise, there is likely to be a lag in a supplier becoming
aware of WAN coverage and a smart meter being fitted in that premise, thereby
delaying a customer’s access to smart services.

There are likely to be sufficient commercial and reputational incentives on suppliers
and their installer so they prioritise areas with high likelihood of WAN coverage.

The downsides eg meter reads and tariff updates could be managed using supplier's
existing processes for managing traditional meters, for example customer self reads.

11. Do you agree that the Government’s minded to position on ‘Install and Leave’
should apply to both SMETS1 and SMETS?2 installations? Please provide views on
specific issues you think the Government would need to consider in implementing
this provisional policy position; and in particular whether there is a suitable period of
time during which we would expect WAN coverage to become available, where this
has not been available on installation.

Yes. Install and leave should apply to both SMETS1 and 2 installations.

12. Do you agree that the Government does not need to regulate to exclude
operation of SMETS meters in PPM mode from the scope of its minded to policy
position on ‘Install and Leave’? Please explain your company’s strategy for handling
PPM where the WAN is not available at the point of installation.

Yes we agree. Suppliers may choose to fit IHDs which allow the customer to enter a
UTRN via the IHD. While this is, of course, an inferior service to fully WAN enabled
smart PPM, it is an improvement over traditional PPM where a consumer must
interact directly with the meter. Depending upon the meter location, this may not be
convenient for a customer, particularly if they are mobility impaired, even on a
temporary basis.

13. Do you agree with the proposal to enact the New and Replacement Obligation in
mid-2018?

We agree this seem reasonable, but should take into account the availability of
alternative HAN solutions. There is a risk of a poor consumer experience if we are
obliged to fit a smart meter which is reliant on an alternative HAN solution that hasn't
been delivered.
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14. Do you agree with the proposal to set a SMETS1 end date of DCC Live plus 12
months? Please provide evidence for your answer.

No. We think a longer period of time could be beneficial. For a small supplier who
may be targeting becoming a DCC User at DCC live + 12 months this won't allow an
overlap to run down their stock of SMETS1 meters without compromising their
flexibility on when to become a DCC User.

15. What are the advantages and disadvantages of a SMETS1 ‘cap’ on individual
suppliers both in combination with an End Date and as the sole means that SMETS1
meter installations are regulated? How could such regulation best be designed?
Please provide evidence for your answer

We think an end date, rather than cap, is likely to be the most effective solution. This
allows suppliers and customer to continue to receive the benefit from smart meters,
in the event of delays in DCC live.

We think additional thought needs to be given to whether DCC live is the appropriate
start point for any limit. DCC may offer a constrained launch at go live and it is
unclear how suppliers/access to DCC services may be rationed. Since the rationing
regime may favour some suppliers more than others, there is merit in considering
‘unconstrained launch of DCC Services' as the most appropriate start point.

This approach will allow for the most equitable treatment of supplier, which will in turn
benefit competition in the retail supply market and therefore consumers.
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