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EMERGY UK RESPOMNSE TO DECC SMART METERING CONSUMER ENGAGEMEMNT
COMSULTATION

1. Are these the right aims and objectives against which to evaluate the
Government's consumer engagement strategy for smart metering? Please explain
your views

Enargy UK belleves that these aims are the correct starting points from which to evaluate the
consumer engagerment stralegy. In particular, the second aim, “delivering cast-effective energy
savings” is vital, being the most fundamental part of the Government's own impact assessmeant,
Without consumer behaviour change, the positive business caso for smart m ctering in the UK
cannot ba delivered. All suppliers are theraefore keen to see this aim realised in the shart and lang
term. It is impaortant that accountability is set appropriately for this objective, as the actual
delivery of anergy efficiency lies in the contral of consumers. Suppliers will make infarmation
available and give advice to consumers to allow tham to monitor and control their energy use, but
5upnller5 cannat make them take action, In particular, Energy UK belicves that the innovalive
products and services using smart metaring systems which will be offered to consumers are to be
one of the key drivers behind behavicural change, We know fraom experience of other pregrammes
(.9, CERT) that affecting change in certain groups of customers can be challenging.

The first aim, "bullding consumer support for the roll-out™, will have a critical impact on Energy UK
mambers’ rall-out successes. An important concern for our members is their ability to gain access
b their customers” homes to install smart meters. If customers are resistant to having smart
mekers fitked, suppliers’ costs to complete the roll-out will rige and this will risk the positive impact
azsassment not heing realised. While suppliers’ own relationship with their customers will have a
key role to play in bullding consumer support and Improving access rates, the central consumer
chngagement strategy will halp greatly. In consumers’ eyes, Government endorsement of smart
metering will be important in establishing suppliers’ legitimacy during the roll-out.

The third aim, "ensuring that vulnerable and low income consumers can benefit fram the roll-out™
is also critical. Suppliers have considerable expertise in managing vulnerable customers and their
relationship with energy, and will want ta retain ownership of this, bub would like Lo see a
centralised consumer engagement strategy in a supporting rale,

2. What are your views on focusing on direct feedback, indirect feedback, advice
and guidance and motivational campaigns as behaviour change tools? What other

levers for behaviour change should we consider? (See also Appendix 1.)

Energy UK has no view on effective tools of behaviour change, although generally agree with the
painks made in the consultation document, Qur individual members have customer insight teams
focusing on behaviour change, and we would like to see such expertise reflectad in the make-up of
any central delivery body {CDB).

3. What are your views on community outreach as a means of promoting smart
meaters and energy saving behaviour changa?

We believe that "community outreach” is a very broad term and that it would be useful bo split it
down into component parts to define potential co-ordination activities, as the consultation
document has, in the bullets below:

. Coordination with third party trusted intermediaries, and providing a central contack poink
and callateral for third parties to use

s Engagement linked to coordinated delivery [e.9. blocks of flats)

« [Initiatives targeted at distinct community populations e.g. for low incomea groups in
localised areas



All of these activities are worthwhile in general terms, but have concerns about mandating them as
part of any central delivery body activicy,

The CDB should be set objectives and be given the remit to deliver those objectives in the mast
cost-effective way [o deliver the holistic Impact Assessment for GB plc. We cannot make the
assumplicn that any outreach activities are the mast cost effective mechanism now, but we are
open to the CDB testing and considering therm.

Suppliers are very likely to engage in communily outreach as part of their rall-out plans to reflect
their targeted activity in & supplier led roll-ouk.

It is very important that the CDB does not become  an installation co-ordination body. There has
been an econemic assessment by Ofgem (when Ofgem had contral of the smart matering
pragramme} on the mast approprate roll-out mechanism and this has been concluded to be a
supplier led roll-gut. We believe that there may be benefits to the body engaging in outreach, but
any central co-ordination activity must be considered for conseguential impact on suppliers” costs,

We expand on these views in our answer 1o Question 20, belaw.

4. Have the right evidence requirements heen identified for Foundation learning?
What other evidence or approaches to research and trialling might we consider?

Energy UK believes that the right evidence requirements have been identified, and is pleased to
see such a range of factors being considered, Qur members will also have bean carrying cut
similar work internally, and, where possible, have welcomed the apportunity to share this in
appropriate forums (such as CERG, 10G, Communications Metwerk), Where Foundation learning is
commercially sensitive, members may not be able to share it, but the outcomes of the learning will
still be beneficial to the Programme as a whale, as it will improve the efficacy of suppliers” own
rall-outs.

[t is iImportant to consider testing/trialling/pilat schemes for consumer engagement as part of the
overall testing and trialling strategies and Energy UK will be providing input ta this DECC working

aroup.

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

Supplier roll-out plans will be subject to change as suppliers continuously improve the execution of
Lheir deployment of smart meters over the next 7 yvears.,

While we note Digital UK's success in detailing different commercial olferings with impartiality, we
caution that the roll-outs are different in key respects. Firstly, broadeasters and manufacturers
invalved in the digital switchover did not generally have an existing direct relationship with their
cusktomers, While some companies offering subscription services, such as Sky, would have had a
direct ling inte customers, those customers did not generally need to take action ta swilchawver,
This left a large poel of customers needing information on digital products [Freeview vs. Sky vs.
Wirgin Media ws. Freesat,..] with no-one neutral Lo give them that information. Digital UK stepped
inta that role, as these customers would have risked being left without service if they had not had
impartial information given to them by a central body,

But in the smart meter roll-out, every customer in the UK will have an existing relationship with
either ana ar two suppliers who can act as a first port of call. No customers will be left without gas
or electricity if they decline a smart meter. They should naturally hear about smart meter
installation from their supplier(s).

Criergy UR Lnereiore feels that the gerault should e that customers are tald to expect to receve a
smart meter from their current supplier(z) of gas and electricity and to be educated and made
aware of what the opportunities the smart meters bring, We do not think it is appropriate to
highlight differant tariffs or services that might be available from different suppliers, many of
which are likely to be on different commercial terms and incomparable, This would place a very
large overhead an the CRBE to maintain a current record of all relevant services available from all
suppliers, It is not an objective of smart metering installation to switch tariffs or supplier and the



Smart Metering Installation Code of Practice has been explicitly defined by Government to not
include sales [including tariff switching). To avoid confusion, the central programme should
support only generic messaging about the benefits of smart melering.

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

Energy UK agrees that a centralised engagement programme has significant merit and that this
has beon a key agreed principle for a number of vears., We also agree that this should be delivered
by a central delivery body (CDB). But we believe that the aptions far establishment and operation
of the CDBE should respect the responsibility for funding and delivery {as set out in the consultation
document).

It is in society's inkterests 1o have a successful COB. The more successful the CDB, the maore cost
effective the overall roll-out programme will be a5 we will have educated consumers to offer
meters to and to take through the journey of smart engagerment.

Given the importance of independence and credibility, the majority of suppliers believe that the
aptimum delivery model i for the Government to fund and establish an independent bady. The
CDB is to be a public facing organisation to represent Government policy, and there is a majority
feeling that this Government driven activity should be funded and established by DECC. However,
some Suppliers believe that this should be supplier funded.

[f the governance and operation of the body remains independent of suppliers, as set cut in the
licence conditions in the consultation document, then it is not reasanable to expect suppliers Lo
fund the body or establish it and we would expect the CDB to be mobilised and delivered as part of
the DECC Smart Metering Implementation Programme.

However, if the governance and responsibility for establishment/operation of the CDB is to reside
with the suppliers, then the suppliers must be key parties right through the aperatianal
gowernance structure of the COE,

We do not believe that the "checks and balances” set aut in the consultation document are checks
and balances - they read like an exclusion from supplier invelvement in governance post set-up
and this is unacoeptable, We discuss alternatives in our responses to questions 7, 12 and 24
below. The Licence Conditions are far too wide-reaching and if Licence Conditions are deemed
necessary for a supplier funded model then they must be set at a high leval describing objectives
for the COE with the CDB given freedom to deliver those objectives to a ring-fenced budget in the
most cost-effactive way, At this point the majarity of suppliers do not believe licence conditions
are necessary if a window is given to suppliers to establish the body voluntarily. However, same
Suppliers believe that high level licence conditions are appropriate and necessary,

Theare is alse an option for co-funding bebween Government and suppliers with shared
rasponsihility and accountability,

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

There are a number of ways in which suppliers could be obliged to sat up a centralised delivery
body (CDB), if that is the chesen madel, in the absence of a Government-funded boedy. These
range from & supplier licence condition, ta putting the obligation into the Smart Energy Code, to a
purely voluntary agreement. Energy UK believes that wide-ranging, prescriptive supplier licence
conditions would be a heavy handed way o place the abligation, and runs the risk of heing difficult
Lo reguilate. In particular, there would be concerms about setting of KFIs and risk of unintenticnal
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The aption 1o add an obligation to the Smart Energy Code {SEC) is something to consider, as it
would make it easier to manage through SEC change control procedures, althaugh there is concern

that timescales for delivery of SEC would mean that the regulatery instruments would be in place
too late to mobilise and establish the body in tima.



Many, but not all, suppliers feel that a voluntary agreement would be sufficient for now. There
have been examples of voluntary agreements and self-regulation waorking very effectively in
industry, particularly for social spend programmes, In particular, all suppliers agrea that a body is
needed, and that it will bensfit us all. Thizs leads many of them to believe that there may be no
need to formally oblige them to set one up if there is a firm commitment from all on a voluntary
basis.

AL the very least, the majority of suppliers feel that there could be a window wherein they are able
to set up an appropriate body voluntarily, befare any formal SLC was considered necessary. This
could be faster to set up, enabling a handover of activities frem DECC to the CDB eadier, and
could be set up with a formalised commitment from suppliers far the perod of roll-oul without the
need for regulation. It would not need to be purely voluntary if the firm commitment of members
wias ot out and a legal entity maobilised.

If licence conditions were deemed necessary, then we believe that these need to be very light
touch setting out some clear objectives and leaving it up to the COB to deliver those objectives in
the most efficient way. We do not s2e tha need for the detail set out in the Licence Canditions in
the consultation document, We see presoription as being likely to constrain the effectiveness of
the CDB and therefore costing maore money and introducing risk. I governance is to be set out in
licence eenditions, then these arrangements need to change radically from the consultation paper.

Our message here is not to regulate now what the activities and the functions of the CDB should
be, particularly any responsibility for any outreach programmes.

8. What are your views on the proposed objectives for the Central Delivery Body?
Are there any additional abjectives which should be included?

Energy UK agrees with the proposed objectives for the CDB as they align very closely with the
aims of the consumer engagement strategy discussed in question 1, above. We are pleased ta see
the first aim being to "promaote consumer awareness and understanding of the use of smart
metering 1o deliver behaviour change and energy saving” as we believe this is one of the most
critical roles of the COB in helping deliver the impact assessment.

But we must be wary of extending these objectives into placing responsibility for the realisation of
energy efficiancy on the CDB or suppliers, as taking action is ultimately in the control of
consumers, as highlighted above. It is important that accountability is set appropriately for
abjectives

2. What are your views on the suggested activities for the Central Delivery Body?

We agres with all the suggested activities, but we do not belleve they should be mandated. We
Lhink that the CDB should, subject to strich governance, scope and funding contral, have same
freedom to alter or add 1o these activities using its own expertise and an evidence based
approach. In particular, these activities and the functions of the CDB should not be regulated.
However we do agree that the list of suggested activities would seem like a sensible starting paint
for consideration by the COB. We believe that these activities should not be mandated through
any licence conditions, and the need for flexibility to adapt to potential changes in the programme
in the years to come is key, A phased approach starting small and using consumer insight to direct
the activities of the COB going forward is the key [0 success,

With regards Lo Lhe activity "engaging vulnerable and low income consumers to provide additianal
support in relation to the smart meter roll-out where needed” | Energy UK believes it is essential
far the central body to have a set of bespoke collateral to send to and support NGOs and third
party intermediaries in their engagement with vulnerable customers. However, we do not see a
role for the COE in proactively approaching and providing targeted help to vulnerable customers
directly. Suppliers have the relationship with vulnerable customers and have information on how
to deal with vulnerable customers (and not just through the PSR). The Smart Metering Installation
Code of Practice already places respensibilities on suppliers to Lailor communication and guidance
to vulnerable customers, This is different from the Digital UK roll-out, where neither broadcasters
nar manufacturers had a relationship with the custamer,



10. Do you have any views on mechanisms for monitoring progress and holding
suppliers to account in delivering objectives?

Monitoring progress and holding all parties invelved to account would be the rale of rebust
gavernance, the structure for which we discuss in our response to question 24, below.

There are & set of reparting and monitoring requirements that will be =et out and consulted on by
DECC in May/June and this should cover all aspects. There should nat be additional requirements
set from this consultation/policy area,

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

Il suppliers are asked to fund the body, then they will ensure value for maney, as part of 8 rabust
governance structure discussed below, 1E would not be in suppliers” interast, if they were the
funding party, for costs bo exceed return on investment. We do believe, however, that sole
supplier funding without any contribution from other parties runs the risk of failing ta secure the
support of other key stakeholders such as consumer groups.

We can learn from the Digital UK experience where budget was ring-fenced to ensura its
availavlity, & ring-fenced budget, combined with the cost effective dalivery of well-definad
abjectives with strong scope f change contral processes should provide the necessary assurance.

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

Energy UK believes that both options are workable mechanisms, however, Energy UK currently
believes that setting up a new Central Delivery Body would be the preferable mechanism out of
these two options,

We believe that use of an existing body would compromise the perceived independence of
consumer engagement delivery particularly as any existing hody s likely to have a commercial
vasted interest, We believe in the principle of the COBE being a not-for-profit organisation. We
believe that & fresh and new brand and logo is important = but would point out the need to be
distinct from suppliers’ own marketing messages to avold confusion. And we baliewe that the scope
and impartance of work that the Body will perform over at least sis years deserves a new and
dedicated body ta be established. In particular, we feel a hespoke governance structure would
probably need to be set up, which would be difficult to achieve from within the confines of an
exisbing organisation,

The body will need the infrastructure and back-office systems and services to support the scope of
activities set out in the consultation. The use of people, systems, processes and offices from an
existing body could provide this as a warm start-up and the body that has been mentioned by
Energy UK's members in particular is Digital UK. We believe that thare would be value in
considering the use of this organisation’s resources more carefully {in parallel with considering its
gavernance structure), but that any central body should be a new entity with its cwn independent
brrand.

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

We believe that the objectives and activities do match up with the aims effectively, as the
activities and aims detailed are complementary. However, we do believe that the detailed activities
should he left for a fully farmed COB to decide, informed by a robust governance structure and
series of expert advisory groups.

14, How can we ensure that the Expert Panel attracts a sufficient level of expertise?



Energy UK does not believe the "Expert Panel” as set out is the optimum way of delivering
expertise Into the CDB. We believe that the "Expert Panel” function could best be delivered by a
series of advisory groups, covering off @ number of areas of expertise, in particular "Technical”,
"Consumer”, "Communications” and "Delivery”, While we believe that the CDB should he
responsible for attracting expertise to these groups as appropriate, we do not see foresee any
problems in attracting a sufficient level of expertise. All parties wha would attend such groups
would have an interest in a successful roll-out and weuld want to see their interests represented,
50 we envisage attendees at an appropriate level of seniority being willing to attend and provide
input on a regular basis.

It is important not to restrict attendance in these advisory groups because of any perceived
independence issues, not least because much relevant expertise lies within supgliers, wha will be
engaging with their customers on an individual basis around the smart meter roll-out programme.

15. Do you foresee any conflicts between this approach (particularly when structured
in accordance with the information provided in the rest of this chapter) and
competition law? If 5o, what are they and how might they be addressed?

We do not foresee any conflicts; as a trade association for the energy industry we are vsed to
considering carefully the implications of competition law in all cur activities, While we would of
course take legal advice before committing or giving input into any particular structure, we do nat
envisage any great problems which would harm the activities, aims or objectives of the CDB.

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

We address this question in our answer to question 24, below,

We believe that an alternative approach with representation on the Board of the new boedy is
better than depending on an agreement to be struck between suppliers and a new body.

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

There is agregment that a wide range of groups should contribute to the body's work, whather or
nak they contribute to the body financially, However suppliers would like clarity en the role of nat
just small suppliers but also various consurner groups, Government, regulatory authorities, and
DNOs. It is very important that everyone has input into messaging used by the body and that this
process is transparent.

There is & schoal of thought that in order to present a velce to the bady, organisations should
provide same funding. There are benefits to all stakeholders in the smart metering programme
and if the body is to consider the requirements of those stakehalders, then they should contribute
to the funding of the body, including small suppliers,

In particular, we believe that a crucial role for the body will be reacting to reputational risk and
that might be generated by actions of individual suppliers. While the body wauld leave individual
suppliers to answer specific questions or complaints about thelr roll-out, a major bad news stary
could have an impact on the reputation of the roll-out as a whole and the CDB would be required
to respond to that, \We believe this to be a key example of why any supplier installing smart
meters and assodiating itself with any kind of national brand should contribute to the bady behind
it. We also believe that all suppliers associating themselves with the brand should be invited to
necome invalved in its governance.

There is also & view from at least one of gur smaller supplier members that some smaller suppliers
may not derive benefit from all areas of the CDB's activities, and could therefore agree to
contribute to some areas of the body (such as reactive media relations) but not others that thay
do not benefit from.



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

DNOs and DCC comms providers are key players, but do not have the same relationship with
customers or the need to use a brand publically, However, their status as long term financial
beneficiaries of the Programme leads some suppliers to believe that DNOs, in particular, should be

asked to contribute to the COB. Others fegl that their role should not be to contribute financially,
IJIJI: rather to contribute to and provide input into high-level advisory groups, which would mﬂut
directly inte the COB's board.

A blgger guestion is the role that DECC and Ofgem would play. If the COB was to be licence-
backed, then Ofgem would have ultimate authority over the board. We also imagine that Ofgem
and DECC would sit on the board as observers or as Chair. The reparting between the board and
Ofgern would therefore be bwo-way,

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

The regulatory regime chosen for the implementation of COB is likely to have the biggest impact
on timescales for implementation,

If licence conditions are chosen as the means to establish a COB, then the industry is likely to
have Lo wait for those licence conditions to be in force before it has the certainty to be able tao
mobilise - ctherwise the risk is that a COB would be set up that does nat conform bo licence
conditions. We feel that it is likely that, if licence conditions are impased on suppliers, then
miobilisation of the body would be at risk of delay, meaning that there is a risk that it may not be
ahle to deliver the crucial first set of communications towards the latter part af 2013.

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

We believe that "outreach programme” is a very broad term and that it would be useful to split it
down into component parts, The consultation paper sets activities out as below and we provide
aur views on each of these bullets below:

« Coordination with third party trusted intermediaries - as a minimum the delivery bady
could provide a central contact point and collateral for third parties ta use

= Engagement linked to coordinated delivery (e.g. blocks of flats)

«  Initiatives targeted at distinet community populations e.q. for low income raups in
localised areas

We do not believe it is appropriate Lo mandate co-ordination activities at this stage far the reasons
set aut belaw.

Howewver, Energy UK is completely supportive of the first bullet and with the CDB praviding a
coentral contact point for 3rd party intermediaries and there must also be a common set of
educational material available to all. It is important for some comman publicity to let consumers
know smart metering is coming and to put consumers “in touch® with smart metering, at a regional
and communiby level,

However, we need to be careful in defining a role for any central body in proactive engagement to
gecgraphic areas or demographic groups, given that suppliers will have their individual approaches
be rell-out. It is important that suppliers are able to farge their own links with third-parties at a
local level to allow them to deliver their individual deplovment plans in an effective and cosk-
efficient way. It is also impaortant that the CDB does not generate dermand for smart metering
before the requisite capabilities are in place.

We cannot know at this stage what will be the most effective way to deliver engaged consumers
via cutreach, whether this is by supplier only activity or to overlay some central co-ordination. We
think that it would be dangerous to make assumptions now on such a key activity when it could
have significant consequences of reputational damage for the whole programme if it went wrong.



We have considered a number of options as to how an outreach programme could be handled:

1} WNo central co-ordination - all outreach left with suppliers

£) CD8 is notified of supplier roll-out plans, and targets its activity accordingly (e.q.
geagraphically, demographically)

3) The CDB and suppliers agree a range of areas or geographies, which different suppliers
can target in tandem voluntarily

4) The (DB and industry agree a range of demographics/consumer types, which different
suppliers can target in tandem voluntarily,

Ve have serious concerns with Option 2. Supplier roll-out plans will be subject to change as
suppliers learn the best way to execute roll-gut over the next 7 years. Targeting outreach activity
centrally at the beginning of the programme will be extremely inefficient when the optimum way to
deploy is inevitably going to develop over time. Having the CDB dynamically refreshing supplier
plans and trying to keep up with that to target communications activity would be extremely
difficult. We are also concerned about the way that the CDB might use confidential supplier
deployment plans and subsequently discuss and agree any targeted communications areas as this
will inevitably compromise the confidentiality of supplier roll-out strategies. We da not believe that
this is appropriate in a competitive supplier-led roll-out,

We feel that it would be more helpful for localised activity to be built around general awareness
ralsing and brand building, like the rest of the body's work. Individual suppliers will then be able to
generate customer pull as necessary In various geographies and demographics,

Options 3 and 4 may be more workahle, but may introduce arlificial constraints (and therefore
costs) inte supplier roll-out programmes and it may be a very difficult process ta agres which
geographies or demographics are targeted before work s mobilised. We think that they have merit
lor consideration, again subject to cost effectiveness, but that this can be done by CDB as part of
its activities against objectives without it being mandated as an activity,

Owerall, we would prefer ta see national publicity replicated at a local level if that is seen as cost
affective by the body, but we would not want to see the central hody heawily invalved in
establishing cutreach programmes around suppliers’ individual rafl-out plans.

We have also considered what programmes of help could be put in place by the CDB for vulnerable
customer groups. The CDE should act as a central contact point for vulnerable customers
themselves. Energy UK believes it is essential for the central body to have a set of bespake
collateral to send to and support NGOs and third party intermediaries in their engagement with
vilnerable customers.

However, we do not see a role for the COB in proactively appreaching and providing targeted help
to vulnerable customers directly, Suppliers have the relationship with vulnerable customers and
have information on how to deal with vulnerable customers (and naot just through the PSR). The
Smart Metering Installation Code of Practice already places responsibilities on suppliers to tailor
communication and guidance to vulnerable customers. This is different frem the Digital UK rall-out,
where neither broadcasters nor manufacturers had a relationship with the customer.

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

Again, supplier roll-out plans will be subject to change as suppliers continuously improve the
execution of their deployment of smart meters over the next 7 vears,

Cur answers 1o questions 5 and 20, above, demonstrate some key cancerns we have around the
difficulties of sharing rofl-out plans, Suppliers do not belleve it is appropriate to have to share thair
detailed roll-put plans with the COB. Overall, we believe the central delivery bady should wark an
raising overall awareness of smart metering, not interacting in detail with individual suppliers' roll-
outs.



22,15 there value in such a brand and if so, when should it start to be visible? Should
suppliers or other stakeholders be able to use the brand on their own (non-
central body) smart meter communications and if so, on what basis?

Energy UK believes that the body should have a recognisable brand with a recognisable logo that
should be established early. The brand should contribute to the body's Independence amnd
credibility. We believe that a senior marketing expert could be appointed early as independent
chair of the board, who would oversee the development of the brand and its initlal promation as a
pricrity.

There is a difference in views on when proactive communication is started by the CDB and at what
level, but the need for the early establishment of the independent logo and an appropriate level of
brand activity is common.

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

We do not believe that the drafted licence conditions are appropriate. If suppliers are to be
obligated to establish the CDE, then the licence conditions and governance framework need to
“respect[ing] suppliers’ responsibility for funding and delivery™ as set aut in the consultation
document. The currently defined framework does not do this. Suppliers are explicitly completely
detached from any ongoing invelvement in the COB and this does not seem appropriate for a2 body
that will be funded by suppliers, but more impertantly, nesds to reflect supplier activities and
learning in its work to deliver the eptimum consumer engagement programme for GB ple.

The answers bo questions & & 7 describe our views on the appropriate governance, funding and
estahlishment responsibilities.

Cur answer to question 24 sets out our views If the governance and operation of the body remains
independent of suppliers, as seb out in the licence eonditions in the consultation document,

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

We do not believe the licence conditions as drafted are appropriate and we would suggest that
Lhey are radically restructured and reduced.

We do nol have any comments on the detailed drafiing of the licence conditions, we are wery
concerned overall that they detach suppliers completely fram a bady that they are asked to fund
and will have a licence condition to deliver. There is no supplier input to business planning and
activities, Suppliers will be asked to pay for a business plan aver which they hawe no input and
could be in breach of licence conditions for activities over which they have no central. This is not
consistent with the principle in the consultation document of "respect[ing] suppliers” respansibility
far funding and delivery™ and s not acceptable,

Energy UK believes that independence and credibility are two essential attributes for the bady.
Crucially it should be independent encugh from the industry to be widely perceived as independent
fram industry. It should he supplier neutral. It must alsa build customer trust, We muost learn
from the governance model used by Digital UK as whilst there are differences in the scope aof
activities and the relationships with customers, the governance and censtituticon of that body has
Adalivarad 3 vard ciirraccfiil mema raomaaa s Srrc i e fur e e e At el e jeenee bk noesanbiae aF

LRI L LARTREATL Oageme = FRTCE RGN O

independence ef their JOVErMAance.

The suppliers have considered a range of governance aptions, same with very prominent supplier
involvement and some where suppliers have extremely limited involvement. We beliave that the
funding options and the governance of the COB are linked, as it is net reasonable ta exclude a
funding body from the governance of the body it is being azked to fund.



If the governance and operation of the body remains independent of suppliers, as set out in the
licenoe conditions in the consultation decument, then it is not reasonable to expect suppliers ta
fund the body or establish it and we would expect the CDB to be mobilised and delivered as part of
the DECC Smart Metering Implementation Programme. However, even in this modeal, we believe
that suppliers have to take an active participative role in the CDB and its governance as it is
suppliers who will have the real experience of dealing with customers through their installation
programmes and customer service. The CDB does not have a responsibility to proactively reach
Qut [o every eneérgy customer in GB, as the suppliers do,

If the governance and respansibility for establishment/operation of the CDB is to reside with the
suppliers, then the suppliers must be key parties right through the aperational gavernance
structure of the COB. It iz in the suppliers’ interests to have a successful COB. The mare
successful the CDB, the more cost effective the cverall roll-out programme will be as we will have
aware and educated consumers to offer meters to and to take through the journey of smart
engagement, Having suppliers as an integral part of the governance of the CDE will enable a
hislistic view to be taken on the effectiveness of central activities and distributed activities of
suppliers,

As set out elsewhere in Lhis consultation response, we have looked at how we can embed
appropriate arrangements into COB governance, rather than the Engagement Agreement modal
sk out in the licence conditions,

There is general agreement that, if suppliers are responsible for funding and establishing the body,
then there should be an independent or Government chair and independent advisory groups open
to & broad range of interests {including consumer groups, enviranmental groups, all suppliers,
DMNOs}, but that suppliers must be an integral part of all levels of governance. The structure should
be small and lean to start with and able to expand flexibly as the needs of the body and the
programme evolve,

There is agreement that a wide range of groups should contribute to the body's wark, whether or
nel they contribute to the body financially, However suppliers would also like clarity on the role of
not just small suppliers but also various consumer groups, Government, regulatory authorities,
and DNOs, [t is very important that everyone has input into messaging used by the body and that
this process is transparant.

We do not think that a complex regulatory/governance structure should be defined for "Experts”™ or
Expert Panel. We think that there should be the flexibility for the Board and the COR itself to call
an expert advisory groups as they see fit to deliver their abjectives, We have set cut a structure
where the COB has expertise in Marketing/Communications, Pragramme Delivery,
Technical/Industry; and Finance/Operations. We would expect there to be advisory groups bo
align with these functional areas as well as an essential Consumer Advisory Group.

There is much more detall to follow in the mobilisation phase on the constitution, voting etc. of
any governance bodies. On business planning, we believe that there should be long term plans
with indicative costs/activities, as well as short term plans. If the COB is ta be in place for the
time of roll-out, then 1 year plans, 3 year plans, then a plan to end 2019 would perhaps be
neaded.

We have seb out a straw man for governance in a supplier led madel in &ppendix & which has built
on the successful model for Digital UK and the principles above.

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

[f licence conditions were deemed necessary, then we believe that the top level objectives are
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consultation decument, which Energy UK broadly agree with.

However, we do not believe that there should be any prescription of activities at a lower level
vincluding customer outreach) as this would constrain what the CDB can do to deliver the optimum
solution for consumer engagement for GB plc. We cannot know now what the best activities will
ke in the fulure, We must also take inbo account suppliers” own plans far consumer en gagement -



the CDB cannot operate along as it is suppliers wha will be communicating with their customars
directly to complete smart meter reli-out,

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

We do not think that a complex regulatory/governance structure should be defined for "Experts™ ar
Expert Panel and we do nol think that these "Experts” can be whally independent. It is essential
Lo have industry and supplier input to a consumer engagement programme where suppliers are
the responsible party for interacting with consumers and installing smart meters.

We think that there should be the fexibility for the Board and the CDB itself to call on expert
advisory groups as they see it to deliver their objectives and we have set this ocut in our supplier
led governance straw man in Appendix A,

we would not expect to see appointments made by the Secretary of State except in very
axcaptional cases.

A more flexible regulatory structure in this area, for Instance, may allow the functions of the
‘expert pangl” to be integrated inko the beard governance, to aveid duplication and additicnal
costs, if that was deemed appropriate. Expert advice could then be called on by COR staff via a
series of "Waorking Groups’ with appropriate expert involvernent, Our message here is not to over-
regulate; leave the COE board Lo decide where external expertise is required, at what level and at
what tirme.

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

Dur message here is not to regulate now what the activities and the functions of the CDB should
be, particularly any responsibility for any cutreach programmes.

The focus should be on concentrating on getting the right objectives for education and awareness,
which we are pleased to see has been started in the censultation document. [t should be down to
the CDB to decide the best mechanisms to deliver these objectives, taking a holistic view of rall-
[l

If Licence Conditions are deemed 1o be necessary, then they should be light toueh, setting out the
requirement to establish the body, the objectives of the COB and the ring-fencing of budget,
There may be some high level corporate governance objectives {e.9. to appaint an independent
chair, to include Mational Consumer Council representation, te have funding and non-funding
supplier representation).

2B. Do you agres with the form and content of the Engagement Agreement as drafted
in the Licence Conditions? Please explain your views,

We do not believe the engagement agresment is the optimum governance solution. The model set
out with an Engagement Agreement is unnecessarily complicated and places great onus on a
commergial agreement between suppliers and a new CRE aver which lttle |5 st cut and over
wihich hitkie controd may De exeried, 1he way this s S0t out is different from any othear
arrangements set oul in industry.

[n the option where Lhe COB is supplier funded and established, we propose an alternative madel
where the CDB is established with the appropriate corporate governance to deliver its ohjectives
and supplier accountabdility without the need for the agreement, IF a new, not-for-profit

organisation needs to be established for the COB, then we believe that appropriate shareholding,



representation and independence should be established as part of that COB. This is the
governance model that has been seen to work in the Digital UK model,

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

If Licence Conditions are necessary, then duties should be high fevel to allocate funding, ring-fence
budget, establish the body, assist and co-operate and participate in its governance.
Energy UK does not believe that any further duties should be included.

30. Do you have any other comments on the licence conditions which have not been
coveraed by the previous questions? Are there any intended consequences we can
anticipate?

We helieve that all of our comments are covered above
31. Do you think there are any consequential changes to existing licence conditions
or codes which are needed in order to make the proposed obligations work as
intended? Please explain your views.
Ma

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

Energy UK has no view on the state of the energy services market for non-domestic consumers,

33. Do you agree that information on current smart and advanced metering would be
useful to non-domestic customers in the short term? Is there other information
that could usefully be provided at the same time?

Energy UK does not have a view on this questien, although we do believe that micro-businesses
should be included in the scope of the CDE.

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

We [end (o agree that engaging micre-businesses should be within the body's remit, subject ta
chngoing discussions about how this is achiewed,
35. What changes might be required to the licence conditions at Appendix 2 to
address the needs of the non-domestic sector?
Censider the inclusion of micro-businesses customers.
36. What are your views on whether the Government should, in due course, alter
energy efficiency incentives in the light of new opportunities arising from smart
metering? How might any such incentives operate?

We do not believe that there is the need to alter any other energy efficiency incentives, This palicy
is focused on smart metering alone.
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