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Your Ref: Smart Metering Rollout Strategy Consultation

19 May, 2015

Dear Sirs
Consultation on Smart Metering Rollout Strategy

Northern Powergrid is the electricity distribution (DNO) business for the Northeast, Yorkshire
and parts of northern Lincolnshire, operating through its two licensed subsidiaries, Northern
Powergrid (Northeast) Ltd and Northern Powergrid (Yorkshire) plc.

We are grateful to the Department of Energy and Climate Change (DECC) for the opportunity
to comment on its consultation on the Smart Metering Rollout Strategy

Our responses to the specific questions raised in the consultation are contained in Appendix 1
to this letter along with the rational that supports our views. Our principal opinions when
considering the proposals contained within your consultation are that:

e We are fully committed to the national smart metering programme and hitting the
milestones laid down in the Joint Industry Level 1 Plan and other relevant publications.
In this regard, whilst we accept that DECC and the Secretary of State may choose to
mandate certain activities or issue directions in respect of key tasks, we are already
dedicated to meeting our obligations to help make smart metering a success.

e« We recognise that there will be a requirement to spend some time transitioning from
the installation of SMETS1 to SMETS2 meters in order to accommodate manufacturing
lead times, the run-down of SMETS1 stocks and the development of SMETS2
implementation processes by suppliers. We believe however, that it will be in the best
interests of customers to move as soon as is reasonably possible to a position where
only SMETS2 meters, with their greater benefits, are being installed.
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e Ofgem expects the DNOs to deliver benefits resulting from SMETS2 in the RIIO ED1
period and beyond, so we are keen to see as many SMETS 2 installations as soon as is
reasonable practical thereby avoiding any inadvertent incentives to install more SMETS1
meters than is necessary.

e Delivering a positive customer experience is of paramount importance and we are
therefore strongly in favour of any activities that will maintain or enhance this.

e We would not support any activities that could increase the costs of the programme and
lead to an increase in customer charges.

Yours faithfully

Market Strategy Manager



Appendix 1: Northern Powergrid’s responses to the consultation questions for the
Smart Metering Rollout Strategy

Question 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 support any steps that would encourage the early deployment and enrolment of SMETS2
devices because this will facilitate the delivery of Network Operator generated customer service
benefits and potentially bring forward the date at which SMETS1 devices stop being installed.

Our preference is for SMETS1 installations to be superseded by SMETS2 installations as soon as is
reasonably possible after DCC Live. This is because, whilst we are supportive of the Secretary of
State’s 24 March 2015 direction to initiate the Initial Enrolment Project Feasibility Report (IEPFR)
for SMETS1 meters, as a Network Operator we do not anticipate that we will be able to
communicate with SMETS1 meters at DCC live. Moreover we strongly prefer the additional
customer service benefits (automated power cut alerts etc.) and Network Operator relevant
functionality provided by SMETS2 devices.

Question 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 consider that delivering, and then maintaining, a positive customer experience is of
paramount importance and we are therefore generally in favour of any steps that can be taken to
minimise those instances where a change of supplier event could potentially result in a consumer
moving to an energy supplier that is not using DCC services.

Question 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.

See answer to question 2 above.

Question 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 fully support the national smart metering programme and have always intended to meet
DECC’s go-live expectations (previously articulated as ‘Initial Live Operations’ expectations). In
this regard, mandating electricity DNOs to be DCC Users from DCC live will place a formal
obligation on an activity that we are already committed to.

We therefore have no objections to DNOs being mandated to become DCC Users at DCC live.

Question 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 don’t believe that a formal direction from the Secretary of State, focused on electricity DNOs
only, would provide additional impetus to be ready for DCC live because we are already
committed to participating in Interface Testing as soon as we are able to.




Question 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.

Question 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.

Question 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.

Question 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.

Yes. This appears to be a reasonable approach.

Question 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 realise that this is a question aimed at suppliers in relation to their roll-out strategies,
however we would not expect proactive install and leave to be required in geographic areas such
as Yorkshire and the North-east of England where WAN coverage is expected to be high from the
date of DCC live.

Question 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.

We can understand why reactive ‘Install and Leave’ for SMETS2 meters could be desirable, from
the perspective of not disappointing customers and maintaining a positive customer experience,
where WAN coverage is expected but not available.

We can also appreciate that there will be a period following DCC Live when SMETS1 devices will
need to continue to be installed in order to accommodate the lead time needed by
manufacturers to make SMETS2 devices available in sufficient volume to meet the needs of the
programme, and to allow suppliers to transition to their deployment.

Having said that however, we do not generally favour activities that would support the
installation of SMETS1 meters at the expense of SMETS2 meters. If therefore, Install and Leave’
was to be allowed for SMETS1 meters, we would only be supportive of this position if no
alternative option existed that would allow a SMETS2 (rather than a SMETS1) meter to be
installed (either in ‘Install and Leave’ or DCC enrolled modes).

Question 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.

No comment.




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

We would prefer the New and Replacement Obligation to be enacted closer to the SMETS1 end
date than mid-2018. The reason for this is that any gap between the SMETS1 end data and the
enactment of the New and Replacement Obligation provides a window for a dumb meter to be
installed. This would have the effect of delaying the installation of a SMETS2 meter at the
customers’ premises, and deferring the delivery of Network Operator generated customer
benefits for the customers in question.

We would therefore be in favour of making the gap between the SMETS1 end data and the
enactment of the New and Replacement Obligation as short as possible.

Question 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.

Yes. We support any steps that would encourage the deployment and enrolment of SMETS2
rather than SMETS1 devices, because this will facilitate the delivery of Network Operator
generated customer benefits.

We believe that having a SMETS1 end date of DCC Live plus 12 months provides sufficient time for
suppliers to run down their stocks of SMETS1 meters (and therefore avoid being left with any
unused meters of this type) and modify their installation arrangements to be able to
accommodate SMETS2 meters.

A period longer than this would result, in our view, in too many SMETS1 meters (providing lesser
customer benefits) being present in the UK's installed smart meter population, which would not
be fully replaced until many years later when these meters reached the end of their life.

Moreover, unnecessarily increasing the number of SMETS1 meters in the UK’s meter estate
increases the potential value of incremental costs associated with adopted Foundation
Communication Contracts that will not be recovered from the suppliers who established those
contracts (i.e. after the meter has churned). Such increased costs are clearly undesirable and
would be socialised in accordance with the standard DCC charging methodology, resulting in
increased costs for all customers.

Question 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.

No comment.







