6‘-9

L)
€DF

ENERGY

Smart Metering Implementation Programme
Department of Energy & Climate Change
Policy & Consumers Team

Orchard 3, LG Floor

1 Victoria Street

London

SW1H OET

Email to: smartmetering@decc.gsi.gov.uk

19 May 2015

Smart Metering Implementation Programme - Smart Metering Rollout Strategy

EDF Energy is one of the UK's largest energy companies with activities throughout the
energy chain. Our interests include nuclear, coal and gas-fired electricity generation,
renewables, and energy supply to end users. We have over five million electricity and gas
customer accounts in the UK, including residential and business users.

EDF Energy welcomes the opportunity to respond to this consultation.

EDF Energy remains committed to the rollout of smart meters and the benefits that they
will bring to our customers. However, this is a technically challenging and complex
programme involving numerous participants. We must place customers at the heart of
the smart meter rollout by ensuring that the programme is set up for success, the costs
are minimised and ensure the benefits are delivered.

We believe that the DCC is a fundamental enabler for the mass rollout of smart meters.
The DCC delivers a central hub which avoids the need for multiple interfaces and systems
that would be required to communicate with numerous Smart Metering System Operators
(SMSOs). This ensures customer experience is positive as “smart services” are maintained
on change of supply and provides interoperability between DCC supported smart meters
and supplier systems. Smart meters have been identified as Critical National Infrastructure,
and the DCC security model provides protection by validating the messages it is
transmitting.

EDF Energy is therefore supportive of the recommendations within the consultation which
provide increased certainty to suppliers and the market that the DCC and SMETS 2 meters
are fundamental enablers of the mass rollout.

Smart meters will provide customers with visibility of their tariff, transparency of their
energy consumption and transform the relationship with their energy supplier. Any
failures or errors will be highly visible to customers. It is therefore imperative that we have
thoroughly tested and proven the end to end smart metering system to ensure that we
can deliver smart metering “right first time” to our customers. We believe the
programme should prioritise quality and cost over speed of delivery. The customer will
not remember when they got a smart meter but will remember if it worked or not.

EDF Energy
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We would note that as the programme has developed, the time available for suppliers to
rollout smart meters has reduced. The original intention was to provide suppliers with five
years of unconstrained rollout post DCC go live; however, recent delays to the DCC have
led to a reduction in the rollout window and there is a risk of further delay that could lead
to it being shortened to less than four years.

Constraining the rollout window will increase risks to delivery, safety and customer
experience as suppliers have to do the same volume of work in less time. We believe it is
essential to maintain the full five year unconstrained rollout period. This should
commence following the passing of the quality milestones linked to DCC full capability
and therefore any change to the start date should be accompanied by a change to the
end date.

Given the experience of the programme to date, we do not believe that the trigger for the
proposed licence requirements should be a fixed date, but instead should be linked with
the delivery of quality milestones. This will ensure that suppliers are able to meet their
regulatory obligations whilst delivering good customer experience, using proven and
reliable systems. We therefore believe that the obligations should be linked to a milestone
that enables DCC full capability and needs to include:

e DCC has been proven on an end to end basis using physical smart metering assets
from multiple manufactures.

e DCC is able to provide the full set of core supplier services.
e DCC is stable and proven at increasing volumes of SMETS2 meters.

e Suppliers are not subject to any roll-out constraints imposed by the DCC impacting
their ability to meet regulatory requirements.

The adoption of quality milestones will ensure that the interests of customers are
protected, whilst providing flexibility so that supplier obligations are met at the earliest
opportunity. This avoids the need for multiple consultations and amendments, and would
not prevent these milestones being triggered as soon as DCC goes live if they have met
these conditions.

Quality milestone scenario
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Provided that these quality milestones are delivered, then in principle we are supportive of
DECC's policy changes. In combination, this will provide certainty to meter manufacturers
regarding GB's commitment to SMETS2 meters, and provide confidence to consumers
that they should expect smart services on change of supply for DCC supported meters.

We would also note that DECC's Impact Assessment has identified significant benefits to
DNOs and IDNOs from the smart metering rollout. As such, we believe that not only
should they be required to be DCC users as soon as possible; but that they should also be
required to ensure that customers benefit from the network benefits.

Our detailed responses are set out in the attachment to this letter. Should you wish to
discuss any of the issues raised in our response or have any queries, please contact

on or myself.
I confirm that this letter and its attachment may be published on DECC's website.

Yours sincerely,

Head of Customers Policy and Regulation
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Attachment
Smart Metering Implementation Programme - Smart Metering Rollout Strategy

EDF Energy’s response to your 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.

In principle, we agree with the approach to set targets per supplier of 1,500 SMETS 2
meters or 0.025% of total meter points (whichever is the lower); however, we do not
believe that DCC Live should be the trigger date. Smart meters will provide customers
with visibility of their tariff, transparency of their energy consumption and transform the
relationship with their energy supplier. However, any failures or errors will be highly
visible to customers. It is therefore imperative that we have thoroughly tested and proven
the end to end smart metering system to ensure that we can deliver smart metering “right
first time” to our customers. We believe that the focus of the programme should be on
quality and cost over time, as customers will not remember when they got a smart meter
but will remember whether it worked or not.

As such, we do not believe that the trigger for the proposed obligation should be a fixed
date, but instead should be linked with the delivery of quality milestones. This will ensure
that suppliers are able to meet their regulatory obligations, whilst delivering good
customer experience, using proven and reliable systems. We therefore believe that the
obligation to have installed a minimum of 1,500 SMETS2 meters or 0.025% of total meter
points should be six months after:

e DCC service is proven on an end to end basis using physical smart metering assets
from multiple manufactures.

e DCC is able to provide the full set of core supplier services required to enable
suppliers to operate a meter as smart and provide key information to customers.

e DCC is stable and proven at increasing volumes of SMETS2 meters.

e Suppliers are not subject to any roll-out constraints imposed by the DCC impacting
on their ability to meet their regulatory requirements.

We are reliant on DECC completing and formally adopting the SMETS2 specifications to
complete our procurement exercise. A firm go live date that the industry can have
confidence in is necessary before meter manufacturers will invest in SMETS 2 metering.

All suppliers are reliant on a fit for purpose design being produced for SMETS 2 and the
communication hubs in a reasonable time period, in order to procure the volume of assets
needed to meet the regulatory requirements.
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If SMETS 2 meters are available by go live but not integrated into the DCC at that point,
then there is a risk manufacturers will not produce a sufficient quantity of meters in time
to meet the target. SMETS 2 meters should be integrated with the DCC during testing to
give suppliers and manufactures confidence the meters will work and thereby enable
sufficient volumes to be produced.

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 plus 12 months? Please provide evidence to support your
position.

We agree with this approach, although as previously noted we do not believe that the
trigger for this obligation should be a set date, and instead should be replaced with
quality milestones to be delivered against.

All suppliers should be DCC users as soon as reasonably possible to ensure customers with
SMETS 2 meters get the service they expect even after a change of supplier. This will
ensure timely delivery of the customer experience benefits, such as potential to reduce
energy consumption, accurate billing and a better level of data to make informed
switching decisions.

As such, we believe that suppliers should be required to be DCC Users twelve months
after:

e DCC has been proven on an end to end basis using physical smart metering assets
from multiple manufactures.

e DCC is able to provide the full set of core supplier services, required to enable
suppliers to operate a meter as smart and provide key information to customers.

e DCC is stable and proven at increasing volumes of SMETS2 meters.

e Suppliers are not subject to any roll-out constraints imposed by the DCC impacting
on their ability to meet their regulatory requirements.

We believe setting this requirement at six months is insufficient as the industry may be
ending the initial pilot / storm period for the initial DCC users. The DCC focus during this
period may need to be on getting stability for mass volume rollouts, not on expanding its
user base.

We believe 18 months is too late to manage customer expectations about the advantages
of the smart meter rollout. The losses of benefits in the IA will also start to materialise.

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 plus 12 months? Please provide evidence to support your
position.

Please see our answer to question 2.
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4. Do you agree that electricity DNOs should be mandated to be DCC Users
from DCC Live? Please provide evidence to support your position.

We support the view that DNOs should be DCC users as soon as the DCC starts operation.
DNOs should have the back office systems, business processes and field capability to utilise
smart data and support benefit case delivery from this point. This includes being capable
of receiving and acting on alerts.

We would note that DNOs will need to be SMKI subscribers at DCC go live to allow
suppliers to put DNO security credentials on to SMETS 2 installations on their behalf.

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?

We believe that there is value in requiring DNOs to be ready for Interface Testing to
provide certainty that the DCC systems support all Users. We would also note that Ofgem
has allowed the DNOs funding for this activity through the RIIO price control. We believe
that this is most efficiently delivered through a DNO licence condition rather than a
direction, as this will ensure management oversight and support.

6. Please provide views on whether iDNOs should be mandated to become
DCC Users from DCC Live plus 12 months. Please provide evidence to
support your position.

We believe that all DNOs, including iDNOs, should be DCC Users from DCC Live. This is
particularly relevant to iDNOs due to their unique association with the provision of new
connections on new/independent electricity networks, where there are obvious
operational efficiencies and cost benefits of installing smart meters for each and every
domestic new connection once the DCC Live milestone is reached.

If there are genuine reasons, backed-up with associated evidence to show there are real
constraints of achieving this ambition, then we believe that iDNOs should be mandated to
become DCC Users within six months of DCC Live in order to deliver the operational
efficiencies and cost benefits as soon as is feasibly possible.

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.

Suppliers have had to pay for functionality for GTs and iGTs to do fast sampling via the
DCC and SMETS meters. If the GTs demanded specific functionality within smart meters,
it seems counter intuitive for them not to be DCC users and access that functionality.

In becoming DCC users the GTs and IGTs should not be a burden or delay delivery of the
DCC.
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If the GTs or iGTs need any functionality that can be provided via smart meters then they
should not be allowed to have it delivered by another means without a compelling cross-
industry impact assessment. The DCC should be used by multiple parties to spread the
fixed costs of running the system. Regulated monopolies should not be able to avoid
using it to deliver their core services.

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.

EDF Energy supports the view that GTs and iGTs become DCC users before the end of the
rollout.

The GTs demanded that smart functionality be included within SMETS, this principle
functionality being fast sampling on gas meters. There must have been a financial
justification for their inclusion. There are also benefits for customers associated with
Emergency Call-Out visits that would be lost if GTs and iGTs do not become users before
the end of the rollout.

If the GTs or iGTs need any functionality that can be provided via the smart meters, then
they should not be allowed to have it delivered by another means without a compelling
cross-industry impact assessment. The DCC should be used by multiple parties to spread
the fixed costs of running the system. Regulated monopolies should not be able to avoid
using it to deliver their core services.

One concern over the GTs and iGTs using smart meters is the possible impact on battery
life. The use of meters by the GTs has not been factored into the battery life and this
could impact the costs of maintaining metering.

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.

EDF Energy believes that installing a smart meter and operating it in dumb mode is a sub-
optimal customer experience. At the same time, we also recognise that it can help to
minimise the inconvenience to the customer and the costs associated with aborted visits.
We therefore agree that ‘Install and Leave’ should be permitted if the expected WAN
coverage is unavailable at the point of install; but only in cases where HAN is established.
However, should ‘Install and Leave’ be permitted there are a number of specific issues that
must be considered as a consequence.

Suppliers must be clear and transparent with customers up front if they choose to ‘Install
and Leave'. This information should include any impacts that the customer may need to
be aware of, for example in regards to change of supplier or change of tenancy events (as
noted below). Customers will also need to be aware that they will still have their meter
manually read, or will need to self-read, and that they may receive estimated bills.
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The customer must also have clear expectations of the timescales for the establishment of
WAN connectivity. We believe that clear rules will need to be included in SMICoP with
regards to ‘Install and Leave’. In any event SMICoP will require updating as a
consequence of allowing an ‘Install and Leave’ approach given section 3.4. (Testing the
System) currently requires the installer to demonstrate that the WAN is working. We also
believe that the SEGB will need to account for ‘Install and Leave’ in their communication
materials should it be permitted.

It must be ensured that the decision of one supplier to ‘Install and Leave’ must not impact
on any supplier that customer switches to. It also needs to be ensured that ‘Install and
Leave' does not act as a barrier to switching for the affected customers. While ‘Install and
Leave’ may be permitted, suppliers must not be mandated to adopt this approach. It is for
individual suppliers to determine the appropriate experience for their customers, and
whether ‘Install and Leave’ is suitable for them. The technical infrastructure required to
support an ‘Install and Leave’ approach may be complex and costly; suppliers may not
wish to incur those costs given that the DCC is required to achieve high levels of WAN
coverage. As such, we believe that the requirement under SLC 25B should be amended
to specifically include any smart meters that have been installed under an “install and
leave” approach, and to require the installing supplier to ensure the meter is operating in
credit mode on the date of the supply change.

We believe that implementation of these requirements will enable suppliers to choose the
most appropriate approach whilst protecting customers on change of supply.

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.

EDF Energy do not consider there to be any grounds for enabling “proactive” Install and
Leave for areas where there is no current WAN connectivity, and as such we have no
current intention to use this as part of our rollout strategy. We do not believe that such
installations would deliver an appropriate customer experience.

The considerations noted in our response to Question 9 are predicated on the assumption
that WAN connectivity will be established in a relatively short period after the installation
visit. This means that any out of date information on the smart meter, such as pricing
information, will be updated quite quickly. This will not be the case for customers with no
expected WAN connectivity as they may not gain that connectivity for some years, if ever.
It will also not be possible for the customer to protect their consumption data from being
viewed by a new tenant if there were a change of tenancy.

It is not clear what the consumer or supplier benefits are of installing a smart meter where
there is no planned WAN connectivity. In such circumstances it would not be appropriate
to put pricing information onto the meter as this will go out of date, especially where that
customer switches supplier. “Proactive” Install and Leave customers will get visibility of
their energy usage but not the cost of that usage, which is the key driver for behaviour
change. These customers will also need to have their meters manually read as if they
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were legacy meters, which means that there is little or no benefit to the supplier of such
an installation.

11. Do you agree that the Government’s minded to position on ‘Install and
Leave’ should apply to both SMETS1 and SMETS2 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.

EDF Energy is ambivalent to the Government’s minded to position on ‘Install and Leave’ in
regards to SMETS 1 installations provided this is supplier choice and that suppliers are
obligated to ensure all smart meters are left in credit mode on change of supplier, as well
as having misleading or inaccurate pricing information removed. This will enable suppliers
to adopt the most appropriate approach, whilst ensuring the consequences of their
decision do not result in increased costs for the gaining supplier.

SMETS 1 meters are not interoperable; they are managed through a variety of Smart
Metering Systems Operators (SMSOs) who operate different interfaces and business
processes. This means it is likely that smart meters will not be operated in smart mode
when there is a change of supplier.

Where a SMETS 2 meter is subject to ‘Install and Leave’ and a change of supplier occurs,
any incorrect data such as pricing information on the meter will be able to be corrected
once connectivity to the DCC is established. There is therefore a period (usually up to 90
days based on the DCC's target service levels) where the customer will be presented with
incorrect information about the cost of their consumption.

A SMETS 1 meter that is subject to ‘install and Leave’, and which changes supplier before
WAN connectivity can be established, is highly unlikely to be operated remotely by the
gaining supplier. This means that the pricing information presented to the customer will
be inaccurate, which is a poor customer experience. The requirement within SLC 25B to
ensure that ‘misleading or inaccurate information relating to charges’ is removed from
advanced domestic meters as part of a change of supplier reflects the negative impact
that such information would have on customers.

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 it's 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.

EDF Energy disagrees that the Government does not need to regulate to exclude meters in
PPM mode from ‘Install and Leave’. EDF Energy believes that ‘Install and Leave’ for
customers in PPM mode is a very poor customer experience and we have no intention of
undertaking such installations. Again the key issue here is the impact that change of
supplier events would have in this situation.
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Some suppliers may decide it appropriate to install and leave meters in PPM mode where
they believe WAN connectivity will be established in short timescales. In addition, some

customers may be happy to manually enter 20 digit UTRNs in order to add credit to their
meter for that period. Reconciliation of the customer’s account, to take account of price
changes for example, could still take place once WAN connectivity has been established.

If a supplier wishes to do ‘Install and Leave’ for PPM then on change of supplier the new
supplier will not be able to issue top-ups to the meter, meaning the customer is highly
likely to run out of credit and self-disconnect. We are also aware of issues where a
change of supplier has occurred and the old supplier has accepted payments for credit top
ups from the customer. We do not believe that this is appropriate as the customer may
be left out of pocket or self disconnect and an emergency meter replacement has to be
organised. As a minimum, we believe that a supply licence condition should be
introduced which requires the losing supplier to put all smart meters into credit mode in
advance of the change of supplier event.

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

EDF Energy supports the introduction of a New and Replacement Obligation. Based on
the current industry plan mid-2018 looks reasonable; however, we do not believe that the
obligation should be a fixed date at this point. Experience of the smart metering
programme has demonstrated the need for dates to be flexible to allow for unexpected
issues to be resolved. As such, we believe it is appropriate to set expectations that this will
be introduced in mid-2018, but that this should only be triggered when the Secretary of
State is confident that the industry can deliver this obligation. In addition, we believe
there would be value in DECC providing guidance as to how suppliers should approach:

e Sites that will never have CSP coverage, and whether suppliers would be obliged
to install a smart meter operating in dumb mode, or would be allowed to install a
legacy meter if they wished.

e Customers who have historically refused a smart meter, and whether the customer
choice is now whether the meter is operated in smart mode or not.

e Sites where it is not possible to install a smart meter for technical reasons.

e |Installations where a technical solution for smart is not available, for example
868MHz is delayed beyond the obligation date.

It should also be noted that 2018 is the peak year for installations with over 12 million
smart meters being installed. The supply chain may be stretched already without creating
additional strain that will surface as a cost burden on the programme.

To put the obligation before mid-2018 will create a complicated and expensive process to
manage given the level of opt-out situations and each site is different as stated in the
consultation. It is in the supplier’s interest to install a smart meter whenever practical
once the DCC is fully operational and SMETS 2 meters are available in volume. The
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reasons for this include the Ofgem annual milestones and the 2020 mandate and
therefore the New and Replacement Obligation is not needed before mid-2018.

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.

We agree with this approach, although as previously noted we do not believe that the
trigger for this obligation should be a set date, and instead should be replaced with the
delivery of quality milestones. As such, we believe that the end date for SMETS 1
installations should be set six months after:

e DCC has been proven on an end to end basis using physical smart metering assets
from multiple manufactures.

e DCC is able to provide the full set of core supplier services, required to enable
suppliers to operate a meter as smart and provide key information to customers.

e DCC is stable and proven at increasing volumes of SMETS2 meters.

o Suppliers are not subject to any rollout constraints imposed by the DCC impacting
on their ability to meet their regulatory requirements.

The six month period following the passing of the DCC full capability milestone would
allow the industry to plan the cut over with confidence that the DCC will be able to cope
with the volume of installations. It will limit the volume of SMETS 1 meters being installed
ensuring that as many customers as possible have the superior customer experience.

All suppliers are reliant on a fit for purpose design being produced for SMETS 2 and the
communication hubs in a reasonable time period, in order to procure the volume of assets
needed to meet the regulatory requirements.

SMETS 1 meters should be phased out as soon as practically possible, as they do not
include all the functionality associated with the DECC impact assessment. This therefore
reduces the overall smart meter benefits, does not provide the same level of customer
protection as SMETS 2 meters, and may impact on the CSP communication hub provision
clauses.

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.

At this point in time, with uncertainties remaining on the actual DCC live date, its ability
to support significant volumes of meters in the early days and no proven SMETS2 meters
on the market. We do not believe that it would be possible to set a SMETS1 cap. Setting
the cap too low could mean that suppliers have significant workforce available, but
insufficient meters to install, resulting in avoidable costs for customers. Setting the cap
too high would be meaningless, as suppliers would be able to install SMETS1 meters
without a constraint until the SMETS1 end date is set. We therefore believe that it is more
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appropriate to set the SMETS1 end date as soon as possible once the DCC, suppliers and
the SMETS 2 supply chain are ready.

EDF Energy
May 2015




