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About this consultation

In August 2007 the Government published its consultation, “Energy Billing and
Metering — Changing Customer Behaviour™!. This followed publication of the
Energy White Paper in 20072 which underlined the Government’s
commitment to the reduction of carbon emissions and highlighted the role that
consumers could play in reducing their own energy consumption. Among
other things, the consultation invited views on a proposal to require gas and
electricity suppliers to install smart meters in those parts of the SME sector,
above a certain usage threshold, where it is cost-effective to do so.

The Government published its response to the consultation in April 2008. It
noted that, in general, there had been support from respondents for the smart
metering proposals for business. The Government confirmed that it will
require electricity and gas suppliers to provide advanced meters to electricity
customers in Profile Classes 5-8 and gas customers with annual consumption
above 732MWh by 2013. This consultation is now seeking evidence about
advanced or smart metering for businesses and public sector organisations
below these thresholds.

Issued 22 July 2008

Respond by 17 October 2008

Enquiries to Geoff Hatherick, 020 7215 5047, or Phil Nash, 020 7215
5049

Email: billingandmetering@berr.gsi.gov.uk

Address: Energy Markets Unit
Department for Business, Enterprise and Regulatory
Reform

Bay 146, 1 Victoria Street, London SW1H OET

This consultation is relevant to: small and medium-sized business
consumers of gas and electricity and their representatives, suppliers of gas
and electricity, networks operators, gas meter manufacturers, providers and
operators, environmental and energy efficiency organisations, energy service
companies, and other stakeholders with interest in the gas and electricity
supply business.

! Energy Billing and Metering: Changing Customer Behaviour — an Energy Review
Consultation (www.berr.gov.uk/files/file40456.pdf)

2 Energy White Paper: Meeting the Energy Challenge
(www.berr.gov.uk/energy/whitepaper/page39534.html)
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Executive Summary

The Government has already announced its intention to proceed with the
provision of advanced metering for larger, non-half-hourly read electricity and
non-daily read gas sites. These are defined in industry terms as electricity
customers in Profile Classes 5-8 and gas customers with annual consumption
above 732MWh. This consultation seeks views on the provision of advanced
or smart metering for business and public sector sites that fall below these
thresholds - SME sites, smaller sites of larger businesses and micro-
businesses and sites. “Business” refers to non-domestic sites, including
public sector sites.

The Introduction provides policy and legislative background, with further
policy background in Section 2 about the Government’s Enterprise Strategy.
Section 3 discusses the differences between “smart” and “advanced”
metering. Section 4 explains the approach the Government is taking to
segmenting non-domestic electricity and gas customers and Section 5
outlines existing metering initiatives in the non-domestic sectors. A number of
options for rolling out smart or advanced metering are suggested in Section
6. Customers issues are discussed in Section 7 and supplier and meter-
owner issues in Section 8.

How to respond

Responses should reach BERR by 17 October 2008.

BERR will consider all responses. In due course it will publish a digest of
responses as part of its overall response to the consultation. Individual
responses may be published, and will in any case be available for public
examination.

When responding please state whether you are responding as an individual or
representing the views of an organisation. If responding on behalf of an
organisation, please make it clear who the organisation represents and,
where applicable, how the views of members were assembled.

Responses should be submitted (by letter, fax or email) to:

Ngaio Wallis

Energy Markets Unit

Department of Business, Enterprise and Regulatory Reform.
Bay 146

1 Victoria Street

London SW1H OET

020 7215 5049

billingandmetering@berr.gsi.gov.uk
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A list of those organisations and individuals consulted is in Annex B. We
would welcome suggestions of others who may wish to be involved in this
consultation process.

Additional copies

You may make copies of this document without seeking permission. Further
printed copies of the consultation can be obtained from the BERR
Publications Orderline, 0845 015 0010, or
www.berr.gov.uk/pubications/index.html

This document is available on-line at
www.berr.gov.uk/consultations/index.html

Confidentiality & Data Protection

Information provided in response to this consultation, including personal
information, may be subject to publication or release to other parties or to
disclosure in accordance with the access to information regimes (these are
primarily the Freedom of Information Act 2000 (FOIA), the Data Protection Act
1998 (DPA) and the Environmental Information Regulations 2004). If you want
information, including personal data that you provide to be treated as
confidential, please be aware that, under the FOIA, there is a statutory Code
of Practice with which public authorities must comply and which deals,
amongst other things, with obligations of confidence.

In view of this it would be helpful if you could explain to us why you regard the
information you have provided as confidential. If we receive a request for
disclosure of the information we will take full account of your explanation, but
we cannot give an assurance that confidentiality can be maintained in all
circumstances. An automatic confidentiality disclaimer generated by your IT
system will not, of itself, be regarded as binding on the Department.

Help with queries

Questions about the policy issues raised in the document can be addressed
to:

Geoff Hatherick, 020 7215 5047, or Phil Nash 020 7215 5049
Energy Markets Unit

Department of Business, Enterprise and Regulatory Reform
Bay 146

1 Victoria Street

London SW1H OET

Email: billingandmetering@berr.gsi.gov.uk

If you have comments or complaints about the way this consultation has been
conducted, these should be sent to:


mailto:billingandmetering@berr.gsi.gov.uk

Vanessa Singhateh, Consultation Co-ordinator

Department of Business, Enterprise and Regulatory Reform
Better Regulation Team
1 Victoria Street

London

SW1H OET

E-mail: vanessa.singhateh@dti.gsi.gov.uk
Tel: 020 7215 2293

Fax: 020 7215 0235

A copy of the Code of Practice on Consultation is in Annex A.
What happens next?

The Government will publish its response to the consultation and a timetable
for any implementation within three months of the close of the consultation.



Section 1: Introduction

1.1 The primary function of gas and electricity metering is to measure
consumption to allow the supplier to bill the customer. However, smart
metering can offer or facilitate additional commercial and environmental
benefits, at a time when the financial and environmental costs of energy are of
increasing concern to customers, including businesses. Among other things,
smart metering:

« allows meters to be read remotely, thus ensuring entirely accurate bills

e enables provision of time-of-use and other innovative tariffs and
contracts

e promotes the use of targeted energy efficiency advice and measures

e provides information direct to customers — including by automated
means — to help them understand and then reconfigure or reduce their
energy use, cutting carbon emissions and saving money on fuel bills

« facilitates the introduction of renewable and microgeneration
technologies.

1.2 Smart metering is part of a larger policy and legislative landscape
within which substantial efforts are being made to reduce energy use and
carbon emissions. In the Budget 2008, the Chancellor of the Exchequer
announced that, in addition to requiring the provision of advanced metering for
larger business sites, the Government would develop voluntary agreements
with energy suppliers to promote the market for energy services, work with
business to promote knowledge of those services and set up a summit both to
promote the market and encourage take-up. He also committed Government
to lead by example by capturing the benefits of energy services in public
sector procurement.

1.3 Policy and legislation is being made not just at a national, but also an
EU, level. In the latter context, Article 13.1 of the Energy End-Use Efficiency
and Energy Services Directive (usually known as the Energy Services
Directive)® requires that:

Member States shall ensure that, in so far as it is technically possible,
financially reasonable and proportionate in relation to the potential
energy savings, final customers for electricity, natural gas, district
heating and/or cooling and domestic hot water are provided with
competitively priced individual meters that accurately reflect the final
customer’s actual energy consumption and that provide information on
actual time of use.

1.4 The Government's view is that smart or advanced metering (see part
3), where it is cost-effective to provide it, represents Great Britain's approach
to compliance with this part of the Directive. Where the Government finds
smart or advanced metering to be cost-effective, across the market as a

® http://eur-lex.europa.eu/LexUriServ/site/en/o0j/2006/|_114/l_11420060427en00640085.pdf



whole, or in clearly delineated sectors within the market, it will expect to
require its introduction.

1.5 From a national viewpoint, the Government's expectation, which it
set out in the Energy White Paper* is that all customers will have access to a
smart meter. However, universally introducing smart meters would be a
substantial programme, involving visits to all homes and businesses in Great
Britain with a gas or electricity supply, would require significant changes to
suppliers' systems, and would carry costs as well as benefits. The
Government is, therefore, concerned that any decisions it takes on smart
metering should be made on the basis of the fullest and best body of
evidence, and that interested parties should have every opportunity to
comment on aspects of the proposals that could affect them.

1.6 In April 2008, the Government published the response® to its August
2007 consultation® on gas and electricity metering and billing, which had
included a call-for-evidence on smart metering. The Government also
published its economic impact assessment of smart metering’. In its
response, the Government said it would continue to develop its impact
assessment over the coming months, with a view to taking decisions on smart
meters in the light of that further work and of the interim results of the Energy
Demand Reduction Project, which is, among other things, testing the impact
of smart meters on customer behaviour. Under the Energy Bill currently
before Parliament, the Government is seeking powers to enable it to roll out
smart meters, should it decide to do so.

1.7 As part of its further work on smart meters, the Government is now
seeking evidence about smart metering in parts of the business sector
(including the public sector). This consultation offers an opportunity for
customers and those serving them to provide that evidence. The
Government is aware that consultees' views have been sought on a number
of aspects of metering in the last two years, and that the Government itself
has produced very extensive documentation. In this consultation, it has,
therefore, focused on key issues, and, where possible, avoided reproducing
the range of information it has previously published. If consultees require
further information on aspects of metering, they should contact:

* Energy White Paper: Meeting the Energy Challenge
(www.berr.gov.uk/energy/whitepaper/page39534.html)

® “Energy Billing and Metering - Changing Customer Behaviour: Government Response to a
Consultation”, BERR, April 2008

® “Energy Billing and Metering - Changing Customer Behaviour: A Consultation on Policies
Presented in the Energy White Paper”, BERR, August 2007
(www.berr.gov.uk/files/file35042.pdf)

" www.berr.gov.uk/files/file45794.pdf
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Geoff Hatherick, 020 7215 5047, or Phil Nash 020 7215 5049
Energy Markets Unit

Department of Business, Enterprise and Regulatory Reform
Bay 146

1 Victoria Street

London SW1H OET

Email: billingandmetering@berr.gsi.gov.uk

1.8 Before publishing this consultation, the Government had informal
contacts with a range of interested parties, including representatives of
business customers and those providing services in the business gas and
electricity market. Where appropriate, the Government has reflected their
views or the issues they raised in this document.

1.9 In parallel with this consultation, the Government also proposes to
seek views of SMEs and micro-businesses, both as customers and suppliers,
during the period before the consultation closes. In addition to bilateral
contacts, it proposes to hold a workshop or focus group in September 2008,
which it will design with advice from representatives of business customers —
engagement with the full range of business customers is essential. It will
provide details of this during August 2008.
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Section 2: The Enterprise Strategy

2.1  In March 2008, the Government published its Enterprise Strategy®. As
far as possible, the Government’s approach to metering for businesses is
being developed with regard to the principles set out in the Strategy, including
the commitment that the Government should seek, where appropriate, to offer
SMEs exemptions from the application of new regulations.

2.2 In applying the principles of the Enterprise Strategy, the Government
must have regard to Article 13.1 of the Energy Services Directive) (see Part
1). Whilst the Directive® allows exemptions from the application of Article 13
for certain small suppliers, it does not permit exemption on the basis of
customer type or size.

2.3 Responses to the August 2007 consultation indicated that SMEs as
customers would welcome the provision of smart metering, not least because
of the promise of entirely accurate meter-reading and billing. There was also
interest, on behalf of micro-businesses, in information displayed at point of
use. Small gas and electricity suppliers appeared less concerned about a
requirement to provide smart or advanced metering than about the possible
functioning of aspects of the metering market, including the availability of
installer capacity, which might make it less easy for small suppliers to access
metering and installation resources. Some were also concerned that a large-
scale, mandatory roll-out of smart meters would reduce their ability to
differentiate their offers from those of large suppliers.

8 “Enterprise: unlocking the UK’s talent”, H M Treasury/BERR, March 2008
(www.berr.gov.uk/files/file44992.pdf)
° Article 2 (a) and Article 3 (r).




Section 3: Advanced and smart metering

3.1 There is no agreed definition of advanced and smart metering. For
the purposes of this consultation, we define advanced metering as allowing
a supplier to take remote readings and to provide a customer with access to
data, broken down into multiple time periods, based upon those readings. A
customer or his nominee will ordinarily access that data through his account
on the supplier’'s website. We do not presuppose two-way communications or
any display facility beyond the meter itself, although that would not be
precluded.

3.2 In this document, we define smart metering as allowing a supplier
to take remote readings and provide a customer with access to information,
broken down into multiple time periods, based upon data from those readings.
We assume that the meter would be remotely configurable, thereby requiring
two-way communications to and from the meter, would have import/export
capability, a remote switching capacity for electricity and, possibly, a valve for
remote control of the gas connection.

3.3 A customer may access information generated by the meter through
various means, but the Government assumes that, particularly in the domestic
market and possibly in the micro-business market, he will generally do so
through a readily accessible display device, connected to the meter, in his
premises.

3.4 Meters may be owned by a variety of parties, including the metering
businesses of gas and electricity network companies, gas and electricity
suppliers, specialist metering companies or customers themselves.
Ownership of meters by customers is not widespread, and tends to be
commonest among owners of larger sites, multiple sites or sites that are
difficult to access. The Government's approach to metering has been that,
where it imposes obligations, it should do so through the supplier, which is the
licensed entity with a direct relationship with the customer, without specifying
ownership.

3.5 Some business customers use sub-metering to enable them to
receive detailed, ongoing information about particular areas of, or functions
within, their site(s). Such metering is not addressed in this document.



Section 4: Business customers and sites

Categorising business sites

4.1 For the purposes of this document, we divide business sites (which do
not entirely equate with customers, as a business customer may have a range
of more and less energy-intensive sites within his portfolio) into four
categories:

e very large

e large

e smaller/SME

e small/micro-business

Very large sites

4.2 Very large sites — those with electricity consumption exceeding 100
kWh for three consecutive months and those consuming using more than
58,600 MWh of gas per annum — are required to have half-hourly or daily-read
metering respectively. This constitutes advanced metering, and these sites
are not considered in this document.

Large business sites

4.3 The Government has already announced its intention of proceeding
with the provision of advanced metering for larger non-half-hourly read
electricity and non-daily read gas sites. This affects approximately 170,000
electricity sites and 40,000 gas sites. These sites have been classified in
industry terms: the electricity sites fall within profile classes 5-8 of the
Balancing and Settlement Code; the gas sites are those with annual
consumption of between 732 MWh and 58,600 MWh. The Government has
published a draft licence modification in respect of customers with these sites,
with the intention that the modification will enter into force on 1 January 2009.
It will shortly hold a final consultation on the licence modification. The
Government's approach to these sites has been to specify outcomes, not
technologies. These sites are not considered in this document.

4.4 The sites on which we are consulting are SME and smaller business
sites and micro-businesses and sites.

SME and smaller business sites

4.5 SMES' sites and the smaller sites owned by large businesses can be
characterised as belonging to one of the following groups:

(a) around 380,000 gas sites with consumption of between 73.2 MWh and
732 MWh per annum. A small proportion of these will be very large domestic
users. These sites use 60 TWh of gas per annum, and emit 0.49 MtCOo..



(b) around 2.2 million business electricity sites in profile classes 3 and 4.
These sites use 37.3 TWh of electricity per annum and emit 0.76 MtCO..

Micro-businesses and sites

4.6 These sites represent all other business premises not covered above.
They will consist of:

(a) gas sites with consumption of less than 73.2 MWh per annum. These
sites are overwhelmingly domestic, but include some business customers
(b) electricity sites in profile classes 1 and 2, which are overwhelmingly
domestic, but include some businesses based in domestic premises.

4.7 Irrespective of their categorisation, some meter sites — those with
>U16 gas meters and current transformer electricity metering — would only be
amenable to advanced, not smart, metering.



Section 5: Metering initiatives in the
business sector

The Carbon Trust Trials

5.1 During 2004-6, the Carbon Trust conducted field trials into advanced
metering (including water metering) for SMEs*®. The SMEs in its trials
achieved, on average, annual financial savings of over £1,000 per site, with
the highest energy consumers saving the most. Energy-intensive and multi-
site organisations achieved the fastest payback of the costs of setting up and
maintaining an advanced metering service. For single-site SMEs with lower
energy consumption, the paybacks were, in most cases, over five years.
However, the Trust concluded that the business case for SMEs would
improve as innovation, automation and economies of scale drove down the
cost of metering services. The Trust's research played a key role in the
development of BERR's cost/benefit analysis of advanced metering for larger
business sites, which was attached to the Government's August 2007
consultation, and the analysis at Annex B partly draws on its findings in
respect of smaller sites.

The Carbon Reduction Commitment (CRC)

5.2 The CRC, which is scheduled, subject to the passage of the Climate
Change Bill, to operate from 2010, with a three-year introductory phase, will
apply to the large business and public sector organisations whose annual
half-hourly metered electricity use is above 6,000 MWh. The CRC will,
among other things, help incentivise installation of advanced metering at sites
owned by those customers. The Government considers that the CRC should
complement any wider initiatives it takes on smart or advanced metering. The
Government therefore recognises that it will be important to clarify the types of
advanced metering that organisations should install in response to incentives
offered under the CRC. It will ensure that the types of advanced metering
installed by CRC participants satisfy any advanced metering requirements
under the Government's wider metering policy.

The Office of Government Commerce (OGC)

5.3 As part of its efforts to reduce energy and water consumption within
the Government estate, the OGC is promoting installation of advanced
metering in Government and other public sector buildings. Of the 2.2 million
sites in electricity profile classes 3 and 4, 230,000 are in the public sector. Of
the 380,000 business sites consuming between 73.2 MWh and 732 MWh of
gas per annum, 90,000 are in the public sector.

5.4  Whilst the Government’s focus in this consultation is on gas and
electricity metering, it would welcome consultees’ views on the relationship to
water metering and the scope for any other attendant services. It would also

10 «Advanced metering for SMEs: Carbon and cost savings”, Full Report, Carbon Trust, May 2007



be interested in consultees’ views on whether such additional functions would
defray costs to gas and electricity customers.



Section 6: Options for smart and advanced
metering for smaller and micro business
customers and sites

6.1 The Government’s call-for-evidence on smart metering in August 2007
did not differentiate small and micro business sites from the generality of
domestic sites. The Government’s April 2008 consultation Impact
Assessment on smart metering included some information about metering for
small businesses, which indicated a prima facie economic case for introducing
smart or advanced metering. On the basis of its field trials, the Carbon Trust
had previously advocated the provision of advanced metering to small (but not
the smallest) businesses on a new and replacement basis. The Government
now wishes specifically to examine small and micro business sites and
customers, with a view to determining the most appropriate smart or
advanced metering technologies for them, subject to its economic impact
assessment. Without anticipating the decisions that the Government will
make at the end of the year, there seem to be six broad possibilities:

@) no Government intervention;

(b) requiring advanced metering for business sites in electricity
profile classes 3 and 4 and with gas consumption of over 73.2 MWh
per annum

(c) requiring smart metering for business sites in electricity profile
classes 3 and 4 and with gas consumption of over 73.2 MWh per
annum

(d) requiring advanced metering for business sites at (b) and for
businesses with gas consumption below 73.2 MWh per annum

(e) requiring domestic-style smart metering for all business sites
that may fall in electricity profile classes 1 and 2 or have consumption
below 73.2 MWh per annum, where such metering is technically
capable of installation (see Section 4, para 7)

() offering suppliers and customers in all categories a choice of
advanced or smart metering, with a requirement that one of these
solutions must be used.

6.2 The Government has prepared an impact assessment based upon
these broad options, subject to a range of sensitivities (Annex C). In our
Impact Assessment, we have modelled options (a), (b), (c) and (f). Options
(b) and (c) are shown in diagrammatic form at Figures 1 and 2. We have not
modelled options (d) and (e) because to do so would require precise
information about the number of business customers in those categories,
which was not available to us.



Section 7: Impact assessment of options

7.1 The analysis draws upon the Carbon Trust's earlier research and the
Government’s economic impact assessment of smart metering. It therefore
utilises the model for advanced metering used in our proposal for larger
businesses, which is based upon the provision of automatic meter reading
(AMR), including a retrofit option [for gas] where the existing meter allows it.
The smart metering element draws upon the specification of the Automated
Meter Management (AMM) option that we have used in our consultation
impact assessment on domestic smart metering.

7.2  The costs used for advanced meters are set at the mid-point between
the high and low costs for advanced meters used in the Carbon Trust’s trials.
The smart meter costs are based on those used in BERR'’s earlier smart
metering impact assessment (the ERA specification). Assumptions about
communications costs are outlined in the impact assessment.

7.3 In terms of a timetable, we have provided figures for both a ten-year
and twenty-year roll-out. The latter would, in essence, equate to providing a
smart or advanced meter when a meter was installed for the first time or
replaced at the end of its certification period.

7.4 Any segmentation of the business market, whether based on profile
class, consumption levels or company size, will, to a degree, be artificial. For
example, the allocation of electricity profile class may be uneven across a
supplier’'s portfolio or between different parts of the country. It would be
difficult to incorporate the standard definition of an SME, based on turnover
and employee levels, in any smart or advanced metering roll-out because
suppliers would not ordinarily hold such information about their customers.
Whilst SMEs, as well as some larger companies’ sites, will fall within
electricity profile classes 3 and 4, they will fall either side of the gas
consumption divide at 73.2 MWh.

7.5 The Government believes that the segmentation it proposes represents
the best means of providing a model on which to seek the views of consultees
and, potentially, of creating credible, intelligible roll-out mechanisms, but it is
open to considering what other methods of segmentation might be used in
any roll-out of smart or advanced metering. In any arrangement, it would be
essential to protect customers from the need to change meters if they moved
between electricity profile classes or gas consumption categories. It would
welcome consultees’ views on this.

7.6 For modelling purposes, we have assumed, without prejudice to future
decisions on smart metering, that meters would be provided within the
existing competitive metering market.

7.7  The impact assessment assumes that smart or advanced meters with
provision of data will lead to a reduction in energy consumption of between



2.8% for electricity and 4.5% for gas per meter in the central case. This is in
line with the changes observed in the Carbon Trust trials.

Findings of impact assessment

7.8 Interms of overall benefit to Great Britain, the medium scenario of the
impact assessment shows a positive business case for both advanced and
smart meters under all options, with the exception of the provision of
advanced meters over twenty years. These benefits range from £160 million
for provision of a choice of advanced or smart meters over twenty years to
£1.2 billion for provision of smart meters over ten years.

Figure 1: Options (b) and (c) for electricity customers
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Figure 2: Options (b) and (c) for gas customers
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Questions

Market segmentation

Do you have any views, based on your experience, on our market
segmentation and the options we have set out?

What other approaches to segmentation does your experience suggest?
Economics of smart and advanced metering and roll-out options
Based on your experience, do you believe that there is already an economic
case for providing advanced or smart metering to business customers or
segments of the business market?

Does such a case apply to particular sites or business activities?

Does such a case depend upon the fuel? Given the capacity to retrofit
communications devices to gas meters, might there differences in the timing

and ease of roll-outs to gas and electricity customers?

For modelling purposes, we have assumed particular timescales for roll-out.
Do you have views on how long provision of meters would actually take?

If arrangements separate from those for the domestic market were made for
small business sites, when should those arrangements begin?

If such separate arrangements were made, over what timescale could they be
delivered?

Are there drawbacks to an accelerated roll-out? If so, what are they?

If advanced or smart metering were required on a new and replacement
basis, at what point would suppliers reach a point where they decided to
accelerate the provision of such meters?

Impact assessment

Is our estimate of a 50% uptake without a mandate broadly accurate?
Are the cost estimates for technologies broadly accurate?

Do these costs differ according to the individual roll-out option?

Would there be a greater decrease in asset costs over time?

Are the benefits assumptions broadly accurate?



Assuming choice on behalf of both customers and suppliers, do you have any
views on the likely division between smart and advanced metering?



Questions

Choice of meter and supply of information

For modelling purposes, we have assumed that businesses within a particular
category would receive a smart or advanced meter. Would it be helpful to
offer customers and suppliers a choice between an advanced or smart meter,
where a smart meter is practicable?

If smart metering were required for smaller sites, should customers with larger
sites have the choice of installing advanced, rather than smart metering at
smaller sites?

Would customers like to see information about your gas or electricity use
stored and shown on a display, or would they prefer to access information
about your use remotely?

Would customers prefer to access information by some other medium, eg
television or mobile telephone.

What might business customers gain or lose from the provision of an
advanced, rather than a smart, meter?

What scope might there be for additional uses - such as water metering - for
businesses receiving advanced or smart meters?

Would the provision of water metering or attendant services defray the costs
of metering to gas and electricity customers?

What are your views on the economic, telecommunications or other impacts
on a universal roll-out of smart meters of removing segments of the business
market from such a roll-out?

Should temporarily metered sites be excluded from the application of any
requirement for advanced or smart metering?

Should sites that are currently unoccupied or used very occasionally be
excluded, or bare there benefits to suppliers and customers in providing
advanced or smart metering for such sites?



Questions

Experience of providing smart or advanced metering and other issues
What barriers to smart or advanced metering exist in the current market?

To what extent are smart or advanced meters already being provided to small
business sites?

Is there a significant variation in meter cost and quality depending upon
intensiveness of energy use?

How have such meters been promoted?

Why are such meters being installed - from either a supplier or customer
viewpoint?

Have any issues emerged that should be taken into account in the policy-
making process?

What would happen in these sectors if no mandate were given?

Would the shifting balance between fuel costs and the cost of metering
services naturally accelerate installation of smart or advanced metering, and,
if so, to what extent?

Providing smart or advanced metering at certain sites may carry unusually
high costs. Should there be provision for exempting such sites from any
requirement on the grounds of cost-effectiveness. If so, how might a trigger
point for any exemption be set?

Would there be demand for dual-fuel metering in the sectors under
discussion?

How can continued innovation in smart and advanced metering be
encouraged and promoted?

What communications methods are currently being used to transmit
information from the meter? What methods might be used under a larger roll-
out?

Are there particular issues surrounding communications or meters?

In light of increasing use of microgeneration technologies, should a
requirement for an export measurement facility be incorporated in smart or
advanced metering arrangements?

Should meters have the capacity to measure carbon-saving?



Section 8: Customer issues

(a) Obtaining and using information

8.1 Energy costs are of increasing importance to business customers, and
their chief interest in smart or advanced metering is likely to be as a means of
reducing or controlling those costs. In this context, advanced or smart
metering offers scope for customers to understand their energy use and to
reduce it or change patterns of use. Whilst larger companies may directly
employ energy managers, such an option may not be cost-effective for many
smaller users. They may act on the opportunities offered by the new meter
and attendant services, either by themselves or under contract with an energy
service company, which may be a supplier or a third party. The Carbon Trust
trials found that relatively straightforward approaches such as providing
energy consumption profiles and making energy-saving recommendations by
e-mail delivered the highest energy savings. This suggests that higher cost
metering services might not be required, especially by single-site businesses.

8.2 In the event of a larger scale roll-out of smart or advanced meters in
the business sector, it is likely that wider promotion or advice would help
maximise the use of information available from advanced or smart meters.
The Carbon Trust found resistance to employing smart technologies, although
it also found that those customers that were not immediately attracted to the
offer obtained greater benefits. The commitments made by the Chancellor of
the Exchequer in March, and described at Section 1, including the
Chancellor’'s promise to hold a summit to bring together energy suppliers,
business customers and energy service providers to promote energy services
and encourage take-up the market, seek to address this. In this consultation,
the Government would welcome customers' views on what information and
support would be helpful, and how this might best be provided.

8.3 The provision of information and its use by the customer is critical to
the success of smart or advanced metering in contributing to reduced energy
use and carbon saving. When smart or advanced meters are installed,
suppliers and third parties may wish to provide information to customers about
their energy use, or customers may wish to receive such information. It will
be for the providers of this service to determine whether and how to recover
the costs of provision, and for customers to decide whether any such costs
are acceptable. The Government would welcome information about the
approach providers might take, the cost of providing information, the type of
information for which providers might charge, and to what extent charging
would affect take-up of information about energy use.

8.4 Meter replacement can involve disruption to businesses, and
accelerated replacement because of the introduction of new metering
technology would represent an additional disruption. In its proposals for
larger sites, the Government is likely to incorporate a “reasonable efforts” test



for sites where the supplier has been unable to gain access to change a
meter before the deadline. This avoids the risk of a supplier’s being in breach
of its licence or a customer’s being in danger of disconnection. The
Government would welcome customers' views on issues surrounding meter
exchanges.

(b) Customer protection

8.5 The approach to protection of business gas and electricity customers
broadly follows the principles of general consumer law. These assume that
business customers are capable of protecting their own rights and do not
require the range of statutory protections and other arrangements available to
domestic customers. Ultimately, business customers are expected to rely on
contract law and the courts to resolve difficulties.

8.6 However, in light of problems faced by some smaller business
customers in respect of aspects of the gas and electricity supply markets, the
Government has taken the view that such customers should have access to
statutory gas and electricity redress schemes to be set up following the
passage of the Consumers, Estate Agents and Redress Act 2007.
Arrangements are still being finalised, but the Government's current proposal
is that businesses whose expenditure on either gas and electricity use is
under £5,000 per annum should have access to a statutory redress scheme.

8.7 This is of relevance here because advanced or smart metering can
change aspects of the supplier-customer relationship. For example, such
metering can permit remote disconnection of supply for non-payment, whilst
the scope to fit a prepayment meter to recover any debt whilst maintaining
supply would not, for practical purposes, be of value to any but the very
smallest businesses. There may be intermediate measures, such as an
arrangement between the supplier and the customer for prepayment of
energy bills, without access to a prepayment meter.



Questions

Information, services and support

What support in terms of publicity or other activities should be provided in any
roll-out of advanced or smart meters to small business?

Would business customers be able to evaluate and apply usage information
to change their energy use?

What services - from your supplier or from a third party - would business
customers be prepared to pay for?

What is users' and service providers' experience of the level and costs of
energy management advice and the benefits accruing from it?

Information provision and costs

What level of information — half-hourly, daily etc — would particular types of
business be likely to require?

In what form would that information be helpful — eg accessing account on
website, displayed in premises etc? Can conclusions be drawn about the
sectors of the market that would find one approach more valuable than
another?

What data or information do suppliers now provide free? What might they
provide free in the event of a wider roll-out of smart or advanced metering to
business customers?

Should Government regulate in broad terms — for example, by specifying cost-
reflectivity - the charges suppliers could make for data and information
provision?

How might charging be structured?

Would business customers pay for any higher level information? To what
extent would charging discourage access to detailed usage information?

Meter exchanges
What is the effect on business operations of meter exchanges?
How can any adverse effects be minimised?

Are there circumstances when the nature of a business operation makes
meter exchange impossible?



Remote disconnection

What is your experience of remote disconnection of businesses for non-
payment?

What, if any, additional safeguards are required before the remote
disconnection of a business customer?



Section 9: Supplier and meter-owner
ISsues

9.1 Whereas six large companies supply around 99% of domestic
customers, gas and electricity for business is supplied by a different range of
companies, including the large domestic suppliers, large companies offering
only business supply, and small suppliers that focus on this market. All
suppliers, but particularly small suppliers, can face problems with metering,
including existing advanced or “advanced-enabled” metering, and some of
these problems were raised in response to the Government’s August 2007
consultation. The challenges facing individual suppliers when dealing with
arrangements put in place by other suppliers or meter providers should
generally be capable of resolution through normal regulatory routes, rather
than having to be specifically addressed by Government. However, the
Government would welcome views on potential problems or problems that
have already arisen, may arise or may be exacerbated by a roll-out of smart
or advanced metering. Issues that have been raised by suppliers include the
upkeep of meters, particularly pulsed meters, by meter-owners. Where these
are matters for the regulator, the Government will, where appropriate, take
them up with Ofgem.

Interoperability

9.2 The Government took the view that no particular arrangements were
required in respect of interoperability for advanced metering for larger
customers. Nonetheless, it sees interoperability as desirable, both to ease
operation of the supply market and to avoid unnecessary removal of
advanced meters. Ofgem proposes to discuss with those involved in that
market the scope for promoting interoperability arrangements.

9.3 In any roll-out of smart or advanced metering to over two million
smaller business sites, where the cost of the meter and its installation will
represent a higher percentage of the energy expenditure, which will take
longer to recover, interoperability arrangements may be necessary.
Conversely, it may be that, in the event of a separate or earlier roll-out of
advanced or smart metering for SMEs, the arrangements would help address
the issue for the larger domestic market. The Government would welcome
consultees’ views on interoperability issues.

Stranding

9.4 If "dumb™ meters are prematurely removed and replaced with smart
or advanced meters, an element of the meter-provider’s or the supplier’s
investment, which includes the cost of both the asset and its installation, will
be lost. In discussions about smart metering in the domestic market, the
possibility of a cross-industry arrangement to meet the loss arising from
stranded assets has been considered. Whilst there is no agreement on
stranding in respect of advanced metering for larger customers, the level of
stranding for smaller business sites would be likely to be greater, especially



for electricity meters. The Government would welcome views about the
possible extent of stranding and the most appropriate means of addressing it.

Installation capacity

9.5 Whilst advanced metering is gradually being rolled out to business
customers, volumes appear relatively low. This raises questions about the
ability of meter-providers to install substantially higher numbers of meters over
a fixed time-period, and about the ability of small suppliers to compete for
access to installation services. The Government would welcome views,
particularly evidence of current activity, explanations of how a more
widespread roll-out of smart or advanced metering could be handled, what
training or other demands such a roll-out might make and how those demands
might be met. The Government would also welcome views on the impacts of
economies of scale, or the lack of them, particularly on small suppliers.

Settlement

9.6 Because smart and advanced meters enable the supplier to extract
entirely accurate consumption information, they offer scope for more accurate
settlement arrangements. Settlement arrangements are a matter for the
Elexon and Xoserve, but the Government would welcome views on what
impact smart or advanced metering on a large scale would have on
settlement, including the economics of the systems changes that would be
required to enable the settlement process to use potentially huge volumes of
data.

Voluntary agreements under the Energy Services Directive

9.7 The Government anticipates that any large-scale roll-out of smart or
advanced metering to smaller businesses and sites would lead to a good deal
of product differentiation on the basis of quality and cost of billing, data
provision and other information services, and the means of delivering that
information. It envisages that such action would contribute to suppliers’
undertakings under the voluntary agreements made under the Energy
Services Directive.



Questions

Have you experienced difficulties with provision of services by meter-owners
in the existing market?

What further regulatory measures might Ofgem need to put in place to
promote provision of advanced or smart metering to smaller business sites?

Interoperability

Is interoperability of meters an essential part of any roll-out of advanced or
smart meters to smaller business sites?

If so, how should such interoperability be promoted?

What is the degree of interoperability between existing smart and advanced
metering and the data systems of the range of suppliers?

Do you have experience of problems caused by lack of interoperability at
business sites where advanced metering has been installed?

How has this issue been addressed to date?

How might agreement on interoperability in the smaller business sector help
deliver interoperability arrangements for smart meters in the domestic sector?

What data protocols exist in the market?
How might access to them be ensured?
Stranding

If separate arrangements were made for advanced or smart metering for
smaller businesses, what would be the value of the stranded assets involved?

Are arrangements on stranding necessary or desirable for a roll-out of
advanced or smart metering in the smaller business sector?

If so, what might such arrangements encompass, and how might they be
reached?

Installation capacity

Could meter-providers install substantial volumes of advanced or smart
meters for business customers over a fixed time-period?

If not, what lead-time would be required before installation capacity reached
necessary levels?



Would small suppliers be disadvantaged by such capacity constraints?

What safeguards might be applied to small suppliers in those circumstances?
If arrangements were made for the smaller business market, would small
suppliers require a longer lead-time before being required to provide
advanced or smart meters?

What economies of scale would be available in light of a large-scale roll-out of
smart or advanced metering in this sector, and what effects would this have
on the ability of small suppliers to compete?

What other issues arise for small suppliers?

Profiling and settlement

What effect would a large-scale roll-out of smart or advanced metering have
on settlement processes?

Can and should profiling be ended with the introduction of smart and
advanced metering?

What are the costs and benefits for settlement systems, suppliers and
customers of using actual data for settlement wherever it is available?



Annex A

The Consultation Code of Practice Criteria

1. Consult widely throughout the process, allowing a minimum of 12 weeks for
written consultation at least once during the development of the policy.

2. Be clear about what your proposals are, who may be affected, what
guestions are being asked and the timescale for responses.

3. Ensure that your consultation is clear, concise and widely accessible.

4. Give feedback regarding the responses received and how the consultation
process influenced the policy.

5. Monitor your department’s effectiveness at consultation, including through
the use of a designated consultation co-ordinator.

6. Ensure your consultation follows better regulation best practice, including
carrying out an Impact Assessment if appropriate.

The complete code is available on the Better Regulation Executive’s web site,
address http://bre.berr.gov.uk/regulation/consultation/code/

Comments or complaints

If you wish to comment on the conduct of this consultation or make a
complaint about the way this consultation has been conducted, please write
to:

Vanessa Singhateh,

BERR Consultation Co-ordinator,
1 Victoria Street,

London

SWI1H OET

Telephone Vanessa on 020 7215 2293
or e-mail to: Vanessa.singhateh@berr.gsi.gov.uk
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