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RE: Smart Meters Cost Benefit An a lysis Phase 1 - National Minimum Functionality

AGL Energy Limited ' (AGL) welcomes the opportunity to comment on the " Smart Meters Cost
Benefit Anal ysis Phase 1 - Nat ional Minimum runcttcneutv" ( the review) released by the
Ministerial Counci l on Energy 's Sta nd ing Comm ittee of Offi cials (SCO) . Th is response is in
relation to the Regu latory Impact Statement (RIS) and an independent Cost Benefit Analysis
of smart meters wh ich focuses on th e Phase 1 study that aims to establish the fun ctionality of
smart meters. AGL und ersta nds that there will be a separate consult ation (Phase 2 stu dy )
that will focus on the assessm ent for the rollout of sm art meters across jurisdictions.

National Approach to metering

AGL is plea sed that seo has adopted a nationa lly coordi nated approach In conducting a cost
benefi t analysis for the rollout of smart meters across jurisdictions. AGL st rongly supports a
national approach in the administrat ion and operation of the energy market based on a single
set of metrology procedures and rules . Thi s approach is consistent with the recent transition
to a national regulatory framework including the adoption of a single metro logy procedure
and the harmonisat ion of rules acro ss jurisdictions by NEM MCO.

As the largest reta iler operating nationally, AGL believes that the long-term market efficiency
and innovation of custome r produ ct and services can only be realistically achieved when
there is a sea mless procurem ent, delivery and processing of data and serv ices across state
and j urisdict ion boundaries. Thi s objective should be sup ported by a competitive market for
the provision of mete rs, data and serv ices based on an open access standards. While AGL
understands that this issue w ill be further considered in Phase 2, the set t ing of meter
functionality is closely rela ted to the setting of operating standards for meters,
communication, data and serv ices. AGL encourages sea to provide and ma intain clarity on
the separate requirements for the sett ing of operati ng standa rds and meteri ng fun ctionality.

1 AGL Is Australia's largest reta iler of gas and electri city with around 4 mi llion customer accoun ts In New South
Wales, Victoria, South Australia and Queensland (Indud ing ActewAGL and AlintaAGL customers (Joint Ventures» .
AGL has significant investments in upstream energy markets . We own and operate 645 MW of hydroelectric power
generation assets, the 1280 MW Torrens Island Power s tat e n and the Somerton gas-fi red power- stations. AGL also
has a 32.5% l!<Iuity investment in the loy Yang A power station .



In rega rds to the RIS on the determination of m etering functionality, AGL believes that
Options A and B are not in the best interest of an efficient and effective nat ional elect ricity
market; nor are they compati ble with the deve lopment of a nationally consistent regulatory
regime . These options do not provide any regulatory certainty, metrology procedures and
meter functionality that will give the industry the confidence to undertake investment in
metering data and services. On the contrary, they will impose untold complexity and cost on
reta ile rs to accommodate varying requirements for multiple j urisdict ions, service provi ders,
functional ity and performance levels. It goes against the economic principles of scale,
portability and simplicity that und erpin the market effi ciency and reform over the last few
years. AGL th erefore, st rongly objects to the app roach in setting metering fun ct ionality
outlined in Opt ions A and B.

AGL Supports Option C but....

AGL agrees with the seo that there shou ld be a National Minimum Funct ionality (NMF) for
smart meters implemented across all ju risdiction s. Th is will prov ide a uniform pla tform for
the stakeholders to deve lop their systems and processes. It allows the reta ilers to focus t heir
resources on developing, offering and supporting innovative products and services, with
confidence, that best meet the customer and bu siness requi reme nts. Opt ion C facilitates the
deve lopm ent of an elect ricity market with true nationa l character that supports the rat ionale
for imp rovi ng price signals to customers th at encourage efficient use of energy and
investm ent In supply inf rastructure . However, AGl notes t hat this can only be achieved in an
environment where retail pr ice regulation is rem oved to allow for time varying supply cost
through smart meter technology and services.

While AGL supports the introduction of a NMF of smart meters based on a positive cost
benefit analysis in Phase 1, we are concerned that the effectiveness of this set up may not be
fully capi ta lised in the implementation of a smart meter rollout. AGL Is particularly concerned
that infrastructu re provis ion and data/service de livery wou ld be Implemented in jurisd ictions
with j Urisdict ional and proprietary constra ints. As mentioned befo re, AGL supports a
competitive market that is facilitated by measures such as open com munication standards
and protocols, service performance guarantees and light-handed regulatory requ irem ents
wi th low barrier to entries.

Phase 1 Data collection and Analysis process

AGl is also concerned with the ma nner in which t he cost benefit anal ysis is conducted in
Phase 1, the results of which have form ed the basis for decisions on NMF,

AGl applauds the leadership taken by sea in con ducting a national assessment of smart
meter functionality that includes the cost associated with the retail secto r. AGl notes that
until now, the potentia l impact of a smart meter rollou t on retai l ope rat ion , cost and risk has
not been du ly recogn ised. Retailers rely heavil y on the reliabil ity, security and integri ty of
data and serv ices interfaces to serv ice its customers across j urisdicti ons. AGl is pleased that
the study highlights the need to take Into account the cost, risks and benefits that are
associated with retail operations.

However, AGlis concerned that the extremely sho rt time allowed for the response to data
request has lim ited its abil ity to conduct a th orough and proper invest igation on the cost,
benefits and risks associated with retail ers in the roll out of smart meters.

Given the scope, scale and magnitude of potentia l investment, and the uncertainty in benefits
of smart meters, it is prudent to adopt a robu st process whereby data can be reliably sourced
and assumptions tested and verified . In particular, the benefits for retailers have not been
adequa tel y considered and tested, and in some cases, lack of such information would lead to
erroneous assessment. As pointed out in the sea document, the majo r risk for adopting the
recommended Opt ion e is the reliability of the data and assumptions used in Phase 1 st udy .
AGl encourages sea t o consider the outcomes of this study as preli minary fi ndi ngs and that
further investigations and validations are warranted.



Min imum National Functionality

The tab le below prov ides AGL's comments on t he NMF recommend ed In Opt ion c.

Minimum National Functionalitv AGL Comments
Included in ODtion C
Dailv Remote Readina Acree
Powe r factor measurement (3 obese) Acree
I mport exoort meter Aaree
Rem ote conn ect/d isconnect Acree
Supply capacity control Acree
Load ma naoem ent v ia dedicated control circuit Ac ree

I Quality of Supply and other even t record ina Aoree
Meter loss of sucorv and detection Ac ree
Remote confi aura t ion Acree
Remote Software uoc reoes Acree
Plua and olav device commissioninc Ac ree
Under Consideration
Interface to other load control devices See comments below
I nterface to home area network usinc ooen standard See comments below
Custo mer supply monitorina No comme nts
Inter-onerabllitv for meters/devices at eoonceucn laver No comments
Hard ware comoonent lnter- ooerabill tv No comments
Excluded in Ootion C
Power factor measurement 2 ohase Acree
Prov ision of an in home disolav See comments below
Interfa ce for com munications wit h cas and water meters No com ments
Real-time serv ice checkin No comments
Separate standard base alate No comments
Non- meter board insta llation No com ments

Interface to other load cont rol devices and home area net work us ing open standard

AGL believes that interface to other load cont ro l devices, and interface to home area network
using open standard , are cri tical ena blers for retail er to impleme nt time-of-u se pricing that
reflect supply cost , one of the fundamental re asons why sm art meters are requ ired . These
functionali ties facilitate customer res ponse to pri ce signals and enable load control deci sions
to be pre-defi ned and associated with variou s price points. By enab ling the ablHty to offer this
product and tariff, customer responsiveness t o price signals would be greatl y enhan ced. AGL
therefo re, concu r wi th SCQ that these two funct ionality warrant further consideration.

Provisjon of an i n- home~display

AGL ag rees that the in-horne-display unit should be excl uded f rom t he NMF. Howeve r, AGL
wou ld like the interface capabili ty compat ible with home display unit t o be included in the
NMF. Th is will allow each retailer and custom er the fle xtbultv to choose and Impleme nt
products and services that rely on In-bome-displav at a min im um cost .

Mandatory Requirements for Option C

AGL does not support the proposed voluntary implementa ti on of NMF for meter installa ti ons
where a rollout has not been mandated". AGL believes that once a decision on NMF Is mad e
and th e Rules fo r smart meters are agreed and implemented, all new and replacement
meters across all jurisdictions should comply with the NMF requirements,

1. Page 32 in RIS



As pointed out in the RIS, th e NMF will be selected based on a robust assessment and
decision process that include cost benefit ana lys is, stakeholder involvement and industry- led
detailed requ irements. The review goes on to say that t he implementat ion of NMF will be
subj ect to further assessment and consultation before the Rules are nneuseo- .

AGL believes that once a NMF is agreed under this national process coordinated by the SCO,
and later determined by the national regulator AEMC, it is Im portant that the decision applies
to the national market. AGL accepts that it may not be economic to replace existing meters
with NMF meters unless the benefits outweigh the cost. For new and replacement meters,
NMF meters should be installed to facilitate a transition to a nationally cons istent metering
arrangements.

Should you have any questions regarding this su bmission please contact Kong Min Yep on
(03) 8 633 69 88 .

Yours Sincerely

sean~:~ t~
General Manager Energy Regulation

J Page 31 in RIS.


