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‘-FILE No:
16" December 2004 UD\’H]&) SR A INT ErerMMOcC ]
MARS/PRISM: MONITORING anD ConNTROL

Australian Competition & Consumer Commission (AGCC)
Leval 35, The Tower .
360 Elizabsth Street AUST COMBET™

Melbourne Central CONSU#E%M(;JE{&E&SN

Melbourna VIC 3000 42 200
elbourne ; 7\ (76&_% 5&77 20 DEC 200:

Attention: Mr. Sebastian Roberts

Dear Mr. Roberts,

Re: Application for Authorisation — Amendments ta the Natlonal ElecHri city Code — Victorian
Full Retail Compstition Derogations — Draft Determination

I refer to the abovemantioned Draft Determination issued on the 17 December|2004| Intermoco Solutions
Pty L td, a Melbourne based company, provides Automated Mster Reading Soliitions nationally and has a
strong commercial interest in the issues discussed and in the cutcome of the [jetermination.

Intarmoco Solutions is a Melbourne based, company providing comprehansive AMR) solutions to utilitiss

in Victoria, nationally and throughout South East Agia. Intermoca became a publiclyjlisted company on 9
January 2001. The company emplcys 20 dgsign engineers working on develo.;nnen{s in-house including
both research and development activity and product development.

The Intermoco AMR solution provides the ability to read utility meters at custonjer prgmises remotely
without the need ta deploy field-based manual meter readers to recard individual cugtomer consumption.

Intermaco has previously submitted responses to the ESC position paper “Installing Interval Meters for

Electricity Customers - Costs and Benstits” February 2003 and “Joint Jurisdictipnal eview on Metrology
Procedurss” September 2003. in both these submissions Intermoco has suppipried the rollout of interval
meters with remole reading capabilities.

The Draft Determination

Intermoco endorses fully the ESC’s planned interval meter rollout in Victoria and the fime frames within
which that rofiout is to be completed. However Intermoco believes that for the\inter al meter rollout to
achievs the desired benefit of & substantial improvement in the “Demand Side Management” response
from users within the business and residential communities; it will be necessary to mandate sither fully or
in part the deployment of an automated meter reading (AMR) capability in the same general time pericd
as propoessd for the interval meter rallout.

Intermoce has also noted the draft determination by the ACCC to extend the derggatjon for two years and
that a submission will be prepared by the ESC to incarporate the deregatlon within the Code, Intermoco
also notes the ACCC candition that the derogation does not regulate the provision, Installation and
maintenance of a type 5 metering installation that includes an Interval meter that is r motely read.

Intermoco supports these actions of the ESC and the ACCC but submits that inf| ordet to achieve the full
“Dsmand Side Management’ benefits of tha interval meter rollout further regulatory support is required to
mandlate gither across the board or in defined circumstancas the concurrent deployment of AMR.

Qur reasgons for this include:

+ Due to the dynamic and velatile nature of the wholesale market, real tinpe| price signaling is the
maest effactive way to achieve a response fram ugsrs and improve pric elas1Ecity of demand.
Manually read Interval maters will improve cangumer response to pricejsignals. However, only
real tima remote reading capabilities will provids timely price signals to bansymers to assist them
to make choices about consumption which will ultimatsly lead to demarnyd side responses.

Intermoco Limited 85 Buckhurst Street T +61 IBEYS B799 Intarmoco Solutions Pty Lid 835 fBuckhurtst Sireet T +61 3 R699 870
ABN 15 006 9G8 701 South Melbourne F +61 3 8699 8700 ABN B2 094 192 604 Sotith MelHourne F +613 8655 8700
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f- » In order ta capturs the real bensfits of interval meters in the short/medium term, and to help defer
capital investment in new generating and distribution infrastructure, th mandated use of Type 5

maters with rermaote reading should be initiated. The levels of investment nebded to mest farecast

load growth are significant and the henefits from an accslerated deploymani of remotely read

type 5 metaring will help to defer some of this investment and providepgrreaponding benefits to

consumers and market participants’

i
.

+ The incremental additional capital cost of deploying AMR with type 5 il"t rval meters is modest
camparsd ta the increased benefits achisved by Demand Side Managgment. The initial report of
the consultants to the ESC Victoria (/nstaliing interval Meters for Electiicity Customers — Costs &
Benefits” Navember 2002) outiined the additional financial benefits of AMA and should serve as
the reference material for this discussion. The report advocated the dejploymant of AMR in
specific circumstances for business customers (additional financial adyantage of $128 million)

: and for a significant trial of AMR for residential customers.

T

i

Further the ACCC has previously recognised the Importance of DSM and in ith Determination Paper,
“Applications for Authorisation Amendments to the National Electricity Cods: Fllil Retail Competition and
Ragistration of Code Participants” August 2001 states that:

T O P

“.in electricity the most urgent need js to develop greater Demand Sids Hesp) :Jsivq ness, Thatis, extrame
inelasticity of damand simultanecusly make wholesale prices particularly voiglile and enables generators to
wis/d strong market power, especially during times of tight supply and damanii”

|
IPART, also supports this view and in a recent papser (Inquiry into the role of Dgmang Management and
other options in tha provision of energy services} Qctober 2002, states:
I
*... the compslitive wholesale market Is sending strong pricing signals, but half the inarket do not sae it
becausae of the absence of necessary melering for residential and small busiriess ugers”.

Supporting Studies & Funding Options

T T

Intermoco has attached a copy of its submission to the ESC which details the argumpents in favour of the
concurrent deployment of AMR for business customers with interval meters anfi for the funding of major
trials for residential customers. Intermoco refers the ACCC to the ariginal posilign paper by the ESC,
"Installing interval Meters for Electricity Customers — Costs & Benafits” Novem‘ er 2002

In terms of cammercial customers {Types 1-4}, the ESC Puositicn Paper conclugles twat subject to the
caveats therein:

i R et e et

“For all business customars tha benefits of two way communication exceed t!zﬁa benglits
in the case of manual reading for rapld deployment by $128 miillon”. in respect 9f al

business customers with usage exceeding 10MWh per year the nat benefits f¢ r the
cammunication technologies exceed the net banefits for manual metar reading for most
deploymant approaches”.

In terms of residential customers Intermoco endarses the conclusion reached it} the Paper that

e TN

*...combining interval metering with twa-way communications provides a broagfer array of net bensfits and,
as studies have shown in the US, can aljcit greater responsiveness from cust%m ars’

itipn for customers with
5 f rolling out a manual
cenarios provide the

The Position Paper also records that the net benefits for rolling out an AMR sal
annual usage above T0MWh are the same or slightly larger than the nst benafi
interval metering solution. As for commercial customers the rapid deploymeant
greatest overall bensfits.

; For a particular group of customers characterized by single phass, non off-peak metdrs with usage below

10MWh per annum the ESC Paper canvassed the possibility of a study and a pjlof prpgram te identify

: and quantify the potantial demand slde management response and the beneﬁt#‘ apd gosts of deploying
interval meters to this graup. This Initiative including an sxtension of scape to algcompass a review of the
benefits of deploying a cencurrant AMR / interval metering solution are supportégd by Intermoco.
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e AMR pilot

A number of funding sources are available which could be used to fund a subT-;te
sources could be

programme as recommended in the ESC report. For exampie the following fu
used:

TrapsGrid's MetroGrid project: $500M projsct 1o fund the upgrade Sy¢
infrastructure to meet future dernand. A key aspsct to the project to pj
future augmentation of the network. This would represent an ideal op

Side Managemeny pilot.

py's
nir
ortun

glectricity
easures o minimize
ty to trial a Demand

n
i

Departiment of Environment & Herjtage - Solar Cities: $75M trial of su',‘:'.ta
alternatives for urban Australia — 4000 sites. Smart metering will be raijy
and could be easily extendad ta include a Demand Side Management|pi

inable energy
ired as part of the trial
ot.

IPARTs Report “inquiry into the Role of Demand Management and Otiher Options in the Provision
of Energy Sarvices” Cctober 2002 has resulted in the New South Walgs Galvernment establishing
a Demand Management Taskiorce to investigate ways of establishinglia Demand Management
Fund. Once established, this could represent a sourcs of funding to pifotivafious demand
management options.

Other regulatory initiatives should also be introduced to foster the developmeni
adopted by West Australia:

aof AMR such as that

West Atstralia has mandated the rollout of interval metering and AMR systemy
3 lavals ar which have restricted access or security systems installed (Westorn:
Technical Requirements for Automated Meter Reading (AMR) Systems). Whils
not part of the NEM, they are currently establishing an electricity wholesale may
interval meters and AMR for larger building complexes will help WP obtain earl
hanging fruit” in it8 move towards a potentially wider scale, interval meter rolla

Summary

Intermoce submits that both regulation mandating AMR deployment and regul
“seed” AMA schemas are necassary to ensure the deployment of remotsaly reay
Intermaco favors light-handad regulation, however in this case a mandatad rolie
business customaers. We belisve that a conpurrent rollout of remote reading sy
interval meters will reduce the capital cost of implementation and will ba the be
the benefits that interval metering can offer. 1
As part of section 3, Public Consultation of the Draft Determination, Intermoco

the ACCC far its consrderanon and assessment of its lmpact on tha daroganon .

I buildings more than
r: WPC Policy and
stern Powar (WP} is
'he mandating of
efits from the “low

Lpport for pilot and
5 meters,
warranted for all

in conjunctian with

t approach to realising all

'Ls this decument to
ask that the

Conference
scheduled for sarly January 2005.

We ook forward to your reply. in the meantime should you have any further qus riJes Rlease contact the

undersighed.

Yaurs sincerely,
Intermoco Solutions Pty Lid

A

Vince Dagostina
Stratagy & Buslness Davelopment

Encl. Submission by Intermoco Limited Comments on Issues Paper “‘Joint Jurisdictional Review of thg Metrology Procedures’
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Comments on Issues Papﬁ'

‘Joint Jurisdictional Review of the
Metrology Procedures’

19" September 2003

Paper prepared by
National Development Strategies Pty Lid
ACN 074 201 568
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Comments on Issues Paper
‘Joint Jurisdictional Review of the
Metrology Procedures’
Submission by Intermoco Limited
1.0 Overview
1.1  Purpose

1.2

1.3
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nt to the ESC on

The purpose of this submission is to provide industry stakeholder cq
the Issues Paper relating to the “Joimt Jurisdictional Reviey

Procedures™. This paper will address the issues raised in that Papef' g
seeking comment. In particular, the submission will focus on thoge

Paper that deal with “ two-way” communication and Automated M

Intermoco in February 2003 submitted a response to the Victoriar,
titled “Installing Interval Meters for Electricity Customers™ and c

to the detail provided in this submission Intermeco resubmits
submission to this enguiry.

Background

19
expressed in that paper are in the main relevant to this enquiry. Agcord

tlr_at

Intermoco Limited is a Melbourne based, company providing a stablle

of

AMR solution to utilities in Victoria, nationally and throughou
La \he c
bath research and

Intermeco became a publicly listed company on 9 Japuary 2001,

20 design engineers working on developments in-house includihg

development activity and product developroent.

The Intermoco AMR sclution provides the ability to read utility

premises remotely without the need to deploy field-based manual rpe

individual customer consumption.

Intermoco (AMR) Solution

Intermoco’s proven AMR solution called “Utiligy” has been tested

companies in Victoria and NSW in beth trials and now commerciil
merely a meter reading product but a total solution that provides agv
far beyond meter reading alone. Utiligy is the first “real time

S

el

£y

the Metrology

n Which the ESC is
aspiects of the ESC
iter Reading (AMR).

ES{ Position Paper
idefs that the views

ingly in addition

paper as a formal

ang comprehensive

buth East Asia,
ropany employs

ers at customer

ter readers to record

and used by utility
cortracts and is not
antgges and benefits

-[0-end Intemet

enabled solution.
|

By providing real-time data monitoring and management, utility ¢ iy
10 make informed decisions on actual energy usage patterns and clernan
improve forecasts resulting in better management of their eng
purchasing requirements. These substantial benefits are in addifig

benefits from closing the feedback loop with consumers to
management practices.
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Utiligy (AMR) Benefits

The Utiligy solution provides true on-line delivery of data in neal
lo

managed and maintained data centre with system support. Benefi
the utility at the system level are significant and include:

e Support for real time decision making on energy usage, dem: mc|
allocation to industrial processes, energy trading, fault and outaje

management.
¢ Real time dara is accessible through secure internet access,

information and billing systems in standard industry formats,

custonuized reporting at the system Jevel and at the custom
focused usage analysis.

s

W

&iielive
5y and
lev

=1

16712/84

4

si

ma

» Full load control functions for Demand Side Management (DAM) t

and troughs in energy demand particularly during perieds of high

+ Improved knowledge about customer usage means improved
demand, generation needs and more efficient use of energy.

¢ Improved forecasting of energy demand allowing more efficient

from generators.

¢ Capital deferment of large scale infrastructure due to imgroved
network capacity and performance.
» Reduced theft due tw improved knowledge of power distribufjon a

with regular reporting of suspected theft down to a consumer lg
» Increased efficiency with more frequent reading and reductio
tied up in unbilled consumption and work in progress.

Reference Sites/Projects

1S:

Intermoco bas deployed AMR technology at a number of refer
Australia and the Asia Pacific region.

The reference sites include:
» CitiPower Melbourne
o MAB Newquay - Arkley towers in Docklands precinct
security and meter reading,
o Hawthom Tram Depot
Victorian Department of Treasury & Finance (Treasury Place ¢
Integral Energy NSW Installations over five locations,
Western Australia developer sites pending Western Power’s ap
Bluehills Retirement Residences,
Victorian Sewerage monitoring Project,
Flair Menswear,
RMIT and LaTrobe Universities.

e ¢ o @

In the Asia Pacific region important reference sites include:
s Tenaga Nasional Berhad,
¢ Gas Malaysia - Monitor LPG tanks,
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2.0 Summary of Position

Intermoco generally endorses the quality and adequacy of the digcnssi
Paper and the thoroughness of the identification process that isclated
considered in the Review

2.1

16-12/84

16:49

oo 1o the Issues
the issues to be

Smart Meters ‘
!

At the overview level Intermoco fully supports the accelerated,
interval meters. Recognition of the importance of this step is iy
ACCC determination (ACCC Determination on Full Retail Compefition
of Code Participants, August 2001, pl9) and the more recent gdre
Cangress by Professor Allan Fels (Professor Fels: Reforming Austr
Market; The Utility Congress; 3" September 2002). In this addressﬂP of
that the deployment of interval meters was an essential reform to cgrrect
the market. The Parer Report (Towards a Truly National and Efficient
Senator Warwick Parer, Commonwealth of Australia, 2002) IISD 1

mandated roll out of interval meters. |

andg
1e1

Intermoco supports the Parer recornmendations, which in sunjur
mandatory accelerated roll out of interval meters to all contestable cust
years, inoplemented and funded by disttibutors, who will own the n;ﬁeters
that under this approach distributors may need to approach the ES{ o s
deployment proposals to install an integrated AMR solution, and fojrec

cost and an appropriate return on the capital employed.

Intermoco also submits that in addition to the deployment of i
technology should be mandated, integrated into those meters and
program to all business customers and to the following classes off
(usage >10MWh pa; and usage <10MWh pa with single phase oﬂ
reconunendation is justified on the following grounds.

pterva
depla
Tesid
ppak

« Itis an essential ingredient to the achievement of dempnd s
benefits;

» Itis a stable and effective technology:
Market participants and copsumers gain a benefit
advantages in a mandated rapid scale deployment;

« [t is justified on the basis of a benefit cost analysis jpglud
ESC Position Paper for

o All business customers;

From

lated rolt-out of
in the original
d Registration
s to the Utility
lia’s Electricity
ssar Fels argued
imperfections in
Energy Marker;
commends the

called for the
mers, over 5-10
It is recognized
eek approval for
bver their direct

1 meters, AMR
yed 1n the same
ential customers
metering). This

de management

significant cost

iL,d in the recent

o Residential consurners with usage >10MWh ps; gnd
o Residential consumers with single phase, off ﬂcak
<10MWh pa.

In respect of residential comsumpers with single phase meters [and
Intermaoco supports a study and biterature review to identify and guyant

eters and usage

sage <lOMWh
fy the potential

response to a mandated roll out of interval metering and two way|icormr
the potential implementation of innovative tariff plans designed w alici

Commercial-in-Canfidence Pagedl of 4
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management response, and the impact of that response in terms ﬁ)f
elasticity. :

Intermoco recognizes that thers is a cost associated with the mand%ite
meters and AMR technology that will ultimately be born by con;ltu
Intermoca argues strongly that the recent Benefit Cost analysis p

16-/12/84

101

i rd

lisha

16:49

d shifting. price

1l cut of interval

mers. Nevertheless

d by the ESC in

their recent Position Paper, cited above, demonstrates a pos1t1ve 1

introducrion of both interval meters and AMR solutions. i

Staged AMR Deployment To High Energy Users

=

AMR enabled, smart meters provide real time information, wll; o
]

through facilitating better energy management by consumers, innoy

and real time market settlements. L

!

Pl
It is submirted that the roll-out of AMR enabled. smart meters sho .lti be
way that the benefits of deploying to high energy consumers are qutu

deployment. Deployment of AMR enabled, smart meters to high gn
the greatest benefit per user and capture the “low hanging fruit” eatl

Intermoco recognizes that market and regulatory iropediments ‘L
interval meters and AMR are not uniform across the market, Fq‘r
energy user the cost of the deployment of an interval meter and
proportion of the total financial impact under consideration and it iy

potential benefits when reviewing offers from retail suppliers. Ho l[e ex,

proportionately larger for smaller users and has the potential to ac

change. ]

It is in the interests of the market to have access to this informar
incorporate this inforomation in the settlement process.
information from interval metering on large customers may lea\‘
settlement adjustments in the settlement process. ;

Implementing AMR solutions on all larger customers and using

rather than profiles to improve the matching process achieves thiy resu(r.

are significant social/community benefits from bettexr matching
demand. :

Regulatory Issues

The findings and the views of the ESC whereby they recently conglug

meters were unlikely to be adopted on a wide scale through a market ba.

fully endorsed. It is further considered that the ESC conclusion

echnologies with two-way telecommunications capabilities and th
taken into account when considering deployment options. |

Tntermoco submirs that regulartion s necessary to ensure the deployinent
this
In addition, Intermoco subroits that indugtry s
f| AN
LSCOV|

smatt meters. Intermoco favors light handed regulation, however i
roll-out is warranted.
regulatory environment can act as a disincentive to the deployment
complementary amendments to regulations to facilitate capiral

Page3 of 5
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n i
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utilize the real time data capabilities of this technology will be re
body corporates are precluded from on-selling eleciricity 1o the af
limnits their ability and incentive to install interval meters and

16-12/684
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For example,
tenants and rhis
£ energy usage

within the building. Regulations such as these also peed to be revi

rw ed

hnd relaxed.

Intermoco also is of the view that the large-scale implementation of AMR enabled smart

meters in Australia has been delayed by the fact that the benefits 2;

are distributed across different industry participants but the co

cost of deployment.

AMR - Deployment Costs

The AMR capability 15 considersd to be a critical elemeli

social/community, market and operational benefits flowing fro?
interval meters. Intermoco also submits that there are substa
concurrent scale roll our of AMR and interval meters.

Intermoco considers that the costs of a large-scale deployment of A
can be estimated with certainty. The cost advantage of a scale

facused on electricity distribution areas and utilizing a powerline ¢

access network sclution is substantial compared to a polic
installations. Deployment of interval meters with an integrated
ensures that any additional costs of retrofitting are avoided.

Intermoco advises that based on current known cost trends and

consistent with volumes considered in the recent ESC Position Pgper,
$150 per meter for a single phase interval meter with an integrated|

based) is appropriate. Intermoco further advises that an anoual
AMR data collection costs is appropriate. These charges compare
cost range of $150-180 and data collection costs of $32 pa used in
analysis. Under similar caveats the appropriate capital cost for a
integrated AMR interface is $420 and the appropriate annual di
$45.50. Under current cost trends for PLT based AMR soln.m1
substantive difference in the cost of the 3-phase AMR interface
phase AMR interface.

Technology Advances

=S

AI—\’

nd

it| in
1 |the
itial

MR/
‘dcplC
of
AMI

L
signi

AME

of ﬁMR accrue fo and
age borne by the
provider. A fundamental impediment is that the full range of benefﬁ.tsn:a.re

the market entities (primarily the distributors) that own the meters

not captured by
bear the capital

achieving the
deployment of
penefits from a

nterval metering
yment of AMR
nications {(PLC)
cherry picking
X interface also

ficant volumes,
a capital cost of
2 interface (PLT

char

of $25 pa for

viorably to the capital
the ESC benefit cost

-phage meter with an

ta ¢
St

111

Intermoco recognizes that the prohibitive cost of scaleable telecoms

data carriage costs and the need for systems to provide real time inf

accessible have also constrained the adoption of AMR in the past.
now been overcome. AMR is a well-developed, fully comm

at

iali

technology that is increasingly being adopted worldwide. There is|

of suppliers in Australia and overseas.

Page® of 6
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The Need for AMR with Two-Way Communicatil

Additional Benefits from the Adoption of AMR.

Intermoco submits that there are substantial additional benefits fro
warrant consideration of mandating such an approach and endo
results of the benefit cost analysis documented in the recent ES |
Installing Interval Meters for Electricity Customers, The ESC Pap
additional benefit from the implementation of an AMR solution 161
also acknowledges an increase in the responsiveness from all cusl
the appropriate costs and cost savings in arriving at this finding.

Significant additional benefits also accrue from the impact of

response. The ESC consultants CRA acknowledged that several st
that residential customer responsiveness can be significantly high
with in-home control technologies. Whilst the paucity of data on tH
of responsiveness of business customers is acknowledged the analy;
the Paper are based on a reasonabie interpretation of overseas studj

Business Customers

In terms of commercial customers the ESC Position Paper conclu

cavears therein:
“for all business custorners the bepefits of two way communica
in the case of manual reading for rapid deployment by $128 mij|
business customers with usage exceeding 10MWh per year
communication technologies exceed the net benefiss for manual
deployment approaches. For the rapid deployment scenarios the
are $140 million.

e ne

12784 16:49
1o
| Jomynunications that

ses the outcomes and
Position Paper titled
br|shows a significant
mbingss customers. It
pmer$ and recognizes

VIR gn the consumer
ies in the US showed
- with] communication
e [perpentage increase
angd assumptions in

les lﬂat subject to the

tign ekceed the benefits
llibn"| In respect of all
benefits for the
metes reading for most
incremental net benefits

Intermoco also endorses the overall major findings of the aﬂ'

deployment scenarios for AMR solutions provide the greatest niiy
JBEle t is potentially

customer responsivensss. Intermoco further submits that this

substantial and of significance in the pursuit of energy policy impeyat

matching of generation and demand and demand side management

Strategic Focus of AMR

It is important to note that while operational cost reductions were i
the reasons for the adoption of AMR technologies are becoming
The United States AMR industry has been in existence for tw
adoption of AMR by utjlities was constrained by costs (vis a vis
regulatory and technical uncertainty - particularly over whetber der

plysig that the rapid
benefits in terms of
afives targeting better
phjectives.

n the past a key driver
incregsingly strategic.
ety years and initial
cpnventional meters)
e la Eon would mean

loss of ownership of meters. The operational and cost reduction bepefits|identified in the

ESC discussion Paper have provided justification for investment

by uiilities and been

confirmed in recent surveys of the electric utilities.' There is also an ncreasing emphasis

on the "strategic" nature of the investment in AMR and its role i

! Charrwell AMR Report on Deregulation and Scott ¢p cit....

Commercial-in-Confidence
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service and in positioning utilities for competition. Regulatory
demand management is also increasing.

The technology has until recently not been fully commercializ
development by Intermoco of a fully commercialized AMR solu
breakthrough in this technology both in Ausrralia and the Pacific

s FHirstly the communications technology used is sophisticated,
telecommunications techmologies, cost effective and robust and
tiye 1

the level of flexibility needed to provide a range of cost cffeé
for different locations and environments.

« Secondly this AMR solution is incarporates all the essential fugiction

solution. The modular manner in which the solution is ¢

integratred AMR/Interval-Meter 1o the dawabase, which

rel
stands apart from other previous offerings in Australia for two reaspus.
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integest in terms of

Australia. The

ion bis been a major
giop. This solution

baséd on the latest

designs provide
echpical options

of a ubiquitous

iscted facilitates a
flexible approach but is capabie of incorporating all the funclignality required in a
fully functional integrated solution. The fully integrated solution gxtends from the

=

specifications of the electricity industry and is accessible thraugh

secuxe firewall with appropriate data access restrictions. The}
telephone networks then support the antomated feedback 1

customer to react and implement demand management practices.

International Experience

Generally in world markets the roll out of interval meters is
deployment of an AMR solution in some form.

AMR has been adopted widely overseas - particularly the Unitegl JStat

difficult to generalize on reasons for this growth overseas it |
existence of vertically integrated entities that are distributors 2
assisted by concentrating the benefits in the body with cost and ci

and simplifying cost recovery. In addition whilst the level of cﬂv
particular United States region does not appear to be a significant|driver

that regulatory encouragement has been a factor.

The greater focus on customer service in the United States, in

activation and restoration, and demand from constmers for infolmarig

usually also meant that the immediate operational cost savings froﬂi
are higher.
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AMR is a fully developed technology particularly in the United Sta

16-12784

22 an:

deplayment of AMR is made concurrently with interval meters and t
'§ suppliers of AMR
ithp d 7,482 million
units primarily in

on AMR units deployed rather than interval meters. There ars |
technology in the United States. In 2001 the tap ten suppliers

AMR units and bad an installed base of 35.532 million AMR
5 and
yres. Almost 10.2% of

Electricity utilities. The AMR industry is strong in the United Statoa‘l
noted there are 13 million units currently installed in the United S

el

all electricity meters in the United States are AMR.?

Figure 2.
Rmmal Shipments By Different Types O Utilities

Toeal Anspel Shipunents-Flectie
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Source The Scott Repor Insights on AMR Deployments in the United States. Copj
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The literature referencing the overseas experience on interval mete
the use of AMR *. Whilst the ESC Paper has properly referenct
support in this literature for the benefits of interval metering, these
deal with and support overseas AMR experience, and are equ
context.

There are very strong growth forecasts for continued use of AN
United States electricity industry. Growth is occurring over all 3
Investor Owned Utilities (I0U’s) Publicly Owned Utilities and
Utilities (Co-ops). The year-on-year growth in AMR deployment by

of AMR units} stood at 109%. The proportion of electric JOU”
deployed is 58%.

2001 was 80.6% and the growth in the IOU category (which degj‘]m‘y

Growth is primarily occurriog in those utilities that have ins
scheroes in earlier years and have proceeded to install a si
Electricity utilities with over 25% of their base read through AMR
for over 60% of the new growth in AMR units deployed in 2001.
AMR solutions to Electricity utilities were approximately 4.5 mil

ith

ir
d
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the Commission
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experience and
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111 iqnportant in this

chnology in the
types including
perative Owned
ricity utilities in
p largest number
ne form of AMR

significant wial
int AMR  base.

techniology accounted

al shipments of

10

the forecast deployment by 2005 is 29.9 nullion units.

: Infoxmauon drawn from Scott Report "AMR Deployment in North America
3 AMR tectinology is used in gas and water metexs. All figures used in submission z

the clecuicity industry.
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3.2

4.0

The ENEL Project

Greater interest and application in other markets now parallel !
market. The Scott report identified 334 projects in 2001 involving

3.8 million metering units within electricity utilities outside th
notable is the Italian Utility ENEL, which has announced a plan to|
million of its customers with completion in 2005. By mid Fuly 204
over 10 million smart meters that were in operation with new mete
rate of 700,000 per month. Enel have announced its cost |
approximately $2 billion Euros and it anticipates savings of 340(
begimning in 2005 from cost cutting and improved sfficiency derivd
of smart meters. The Chart below shows the position at 2001 priox
of the major ENEL project. ;

1 Nocth Amenca
W Asia
[JEurepe
DO Midele East
= Centrat & South America
B Australin/NZ
WAfrica

Source: Scott report AMR i5 becoming an International Technolegy: Issug;

Technology Advances and the Future

Communications go beyond automated meter reading. It facili
wider implementation of the smart home concept and empowers

way communications facilitates customer feedback and enable{‘

response.

Electrical energy is an important source of power to drive the soj
communications is an important key to operationalise this conc
concept is also an integral element of the Government's vision

society as set out in Govermment policy commitments on tel
shaping our future society around mastery of telecommunications 4|

In conclusion it is submitted that there are substantive net benefi
deployment of interval meters with an AMR ioterface and that th
actively pursued both for business customers and for residential
above.

¢ The US share of all AMR installations fell from 92.7% in 2001 to 87.7% in 2002.
Deployment of AMR quoted in Metering International Issue 2, 2002

Cornrnercial -in-Confidence

Page 10 of 10
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Comments on Issues Paper
‘Joint Jurisdictional Review of the
Metrology Procedures’
Submission by Intermoco Limited

Issue 1

Comment is sought in relation to the assessment framework. Is the a

complere? Is the interpretation of economic efficiency appraopriate for t}%r's

16-12/84

Rey

16:49

sSpssment Jramework

iew? Are there

any additional assessmenr criteria thar should be considered? C'cnrzszdm'm[kl the intervelationship

of the differens concepts, is the approach 1o assessing the issies approprial

The framework and the cancepts discussed in the paper are broadly approf
basis for the Review.

e 7

riate

ailed

However the discussion and the matters considered conld benefit from a d
the user/consumer(s) ability to participate in the market. The basis of
moving to economic efficiency reflects the assumption that the consumer by
and makes decisions according to an inherent understanding of price s;gna]
their preferences. It is submitted that uptil the consumer is made aware in
time of their usage and the factors that drive their usage they have a li
decisions. There is also little incentive for retailers to offer innovative tay
reward consumers who make rational economic decisions on consumptic
signals from the market.

This aspect does not appear to be given sufficient weight in the framewo
criteria. However it is an issue that comes up repeatedly in the literature

concem of the ACCC leading to the Review (ACCC Determination on Fiul] Re

and Registration of Code Participants, August 2001, p19).

The contestable electricity market has been established with a framewprk

structure to drive contestability and deliver the bepefits of a competitivqe‘

many fundamental areas the regulations driving the provision of informaric
the factors that drive their consumprion need to be reviewed.

n

go
LS

and relevant as a

consideration of
etitive markets

an pnderstanding of

s frorn the market and

9
mijted|
iff
n rn 1

and

(=}

mark

reasonable period of

ability to make

stucmres that will

esponse to PHC@

'kLand the assessment

s a fundamental
rlail Competition

{ regulation and
el. However In

on Tonsumption and

For exarple, the minimum levels of usage information to be provided to jonsumers is set out in

the Elecricity Retail Code which requires billing *‘at least every thre
endeavors to ensure the customers meter is read at least once in any 12 m,
support the customer’s need for information and feedback on nsage and the
side management or the drive to an efficient market.

Similarly the planning rules governing installations at the high end of
inadequate both at the planning level and at the operational level. Ar t}

Western Australia which is not participating in the NEM has passed A
dings
idings
yvisi
arrangements whereby

substantial commercial buildings (> 20 meters or > 3 levels) and buj
security requirements to install remote reading facilities in all new b
Requirements, Director of Energy Safety, Energy Safety WA under the pr
49 of the Flectriciry (Licensing) Regulations 1991, March 2003). Current
developers can install an inadequate minimum requirement in substantial

Commercial-in-Confidence Page I1of 11
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are not satisfactory. This arrangement leads to stranded assets and high gosts

replacement is required.

16/12/04
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tenants as full

At the operational [eve] the settlement process in the NEM requires a settlgment jin the wholesale

market. This process leads to a series of debits and credits. Delay in the prll

from interval metering on large customers may lead to unnecessary post se
the settlerment process. It is in the interests of the market to have access to ¢
time and to incorporate this information in the settlement process.

rvisi

his in:

n

Finally there are significant social/community benefits from better mat ch
demand. Implementing AMR solutions on all larger customers and usin

improve the matching process achieves this result,

Issue 2

Comment is sought in relarion 1o whether the current jurisdictional meterij
barrier 1o all consumers, or to a group of consumers, adopling economic
solutions or other technology oprions. Are there allocative efficiencies thy
adopting alternarive metering solurions or other technology oprions?
The curmrent jurisdictional arrangements are considered a barrier to
ecapomically efficient metering solutions or other techmology opticns.

Interval meters and AMR capability are not in a position to be aware of {
manner or the factors that influence their usage. The important question 1 ‘.
for the market to progress towards an economically efficient market witho
and factors that drive usage being provided to consumers.

Comparison can be made to the telecommunications market where
consumers could not obtain detailed records of National Long Distance C

level of information carried a cost penalty and introduced a major data procgs

I
ig

arn

Y €
ma

8
7l

of information

lement adjustments in

formation in real

F generation and
wformation to

zngements are
ficient mezering
be captured by

iTi

1

==

complexity. Nevertheless it was addressed and completed quickly and U

=

s ste

development of the competitive market. The decision to make this i

economic efficiency in telecommunications in Australia. It is suggested th
required to drive the electricity market towards economic efficiency.

The wide scale deployment of Interval meters and AMR technology will le
levels of allocative efficiencies. The outputs of the benefit cost analysis
ESC Position Paper Installing Interval Meters for Elecuicity Customers - (J
Provide suppart for this claim.

Issue 3

A range of metering solutions and other rechnology options have been col
sought as to whether there are other metering solutions or technology <
considered, consistent with increasing economic efficiency. Has the dis
comparison of eptions in Appendix B, adequately considered the op.‘m:ml
solutions and other technology opiions?

Commercial-in-Confidence Page 12 0f 12
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The range of merering options discussed are appropriate as a basis for

Review. The discussion in Appendix B considers all the options but is inhere:

such consideration needs to be undertaken in the context of a benefir cogt

needs to be taken to enswre fairness in evaluation and comparison. Cost i§ 3
measure that is relatively easily quantified. However, benefits in this |cg
complex to present and quantify with any precision. Also it is relatively pa
fundamental weaknesses of profiling in a qualitative commentary. The

addressed in the Review.

Issue 4

A range of options for deploying metering solutions and other technology ha
Comment is sought as to whether there are other deployment aprions that sh
Has the discussion, including the comparison of oprions in Appendix C, dde

the issues related to deployment aptions,

The findings and the views of the ESC whereby they recently copcluded th
unlikely to be adopted on a wide scale through a market based approach

2
further considered that the ESC conclusion will apply to AMR technglg

16-/12/84
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ntly deficient in that
Analysis. Care also
 readily understood
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ideration in the

t can be more
gloss over the
aspects will be

ve been cansidered.
oulll be considered.

ately considered

t interval meters were
fully endorsed. Iris
gies with two way

telecommunications capabilities and this aspect should be taken into ace gt when considering

deployment options.

This ACCC expressed concern in 2001 that “only interval metering ... will p
for signals to encourage demand side responsiveness and innovative retail W!L*ariffs
to more genuine retail competition.” It is considered that ACCC concems exp

correctly foreshadowed market development and the low levels of demand

and inoovative retail tariffs currently exhibited by the market reflect the relja;

the relatively insignificant deployment of interval meters to date. 1

The ESC conclusion when coupled with the ACCC concerns and the currgnt
all argus powerfully that a market based approach to deployment of interv\thl
as an appropriate future public regulatory policy to guide the development 'E‘lf

It is considered that interval meters with integrated (wo way communicatiin

be deployed 1o all consumers. The suggested implementation arrangem

stagger the deployment by deploying to business customers initially fo4lq
residential customers (>10MWh pa) and residential customers with usage
single phase off peak metering. The total deployment should be completed; w

It 1s submitted that the deployment of AMR technology for all business cils

™

roviide the potential

thereby leading

ressed in 2001 have
side responsiveness
hce lon profiling and

qte of the market

mefers is untenable
the |industry.

s technology should

to prioritse and

wed by high usage
<J0MWh pa with
ithi

6 years.

mers and for some

classes of residential customers (usage >I0MWHh pa; and usage <I0MWh p‘{l with single phase off

peak metering) is justified on the following grounds.

o It is an essential ingredient to achieving demand side mja

It will provide the real time information needed to su
customers.

e Itis a stable and elTective technology;
Market participants and consumers gain a benefit
advantages in a mandated rapid scale deployment;

Comrmnercial-in-Confidence Page 13 of 13
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standard through approved suppliers. Granting exclusivity to distwibutors j thig
latory policy.

stifle innovation and for this reason it is not considered an appropriate regy

|

Issue 6

|
Alternative meter ownership options have been discussed, and the changes Hqui

16/12/84
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area is likely to

red 1o regularory

instruments to implement change have also been discussed. Comment is sought s ro whether the

existing meter ownership model is a barrier 10 consumers switching retuilery

or a barrier to

consumers adopting economically efficient merering solutions or other tefhnology. Should any

other options be considered in relation 1o meter ownership? Which parry should
Has the discussion including the comparison of options provided as Amp nd

adequately the issues related 1o merer ownership?

In terms of meter ownership, Intermoco supports the relevant recommeg
Report:

2. Distributors to own the meters and allowed to keep the cost in [hei

atl

own the meters?
x I, considered

ms of the Parer

regulated asset

base, which can then be charged to consumers in diswibution charges. Access 10

meter data must be available o refailers as requested by the uspr
3. A minimurn standard for interval meters for consumers must by
provide an opportunity for standards to maintain pace with
development. Consumers should be able to opt for 2 more |

they require it. |
|

staplished. This will
etgring technology
vanded meter should

However as submitted under Issue 6 above at the completion of the upgrade program meter
ownership regulations should be relaxed to encourage innovation and to [aljow|retailers to gain
cost efficiencies from standardizing their meter technology. The market| benefit from relaxing
meter ownership regulations is achieved primarily by ensuring that larger|users and particularly
business users are able to opt for more advanced meter technolegy should they require it

At the completion of the upgrade program meter ownership regulations! s|

allow meter ownership by Distributors, Retailers, Customers, and o

1 $uitable industry

participants such as meter data agents and weter data providers who are prepared to accept the

defined set of responsibilities associated with meter ownership. :

In terms of the regulatory position the distributor should still carry the
provider of last resort
telecommunications industry where Telstra the incumbent carrer carries i fe
as the camier of last resort. Suitable arrangements to ensure that all p

share the burden of high cost installations may also need to be considered.

Issue 7

Legal and regulatory issues which may be a barrier to the adoption of edond
metering solutions and other rechnology options, have been discussed: ithe fi
distribution and retail tariffs; the “non reversion policies that are applicaple tq
me
g5 barriers 1o the

the period over which metering data is stored; the provision of access fo

enforcement of unique Australian standards. Are these legal and regulatarLy 1558
. | Ar

adoption of economically efficient metering solutions and other technolog]
legal and regulatory issues which need to be considered?

Commercial-in-Confidence Page 15 of 15
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to data, information systems and business processes operated by the disu“ibthq on

or its affiliates providing meter services, than any other retailer.

Issue 9

Commenr is sought in relation 1o whether there should be greater c

benefits realizable from greater national consisiency across the metrolog)

W
Jjurisdictional metrology procedures for metering installaiion rypes 5, 6 an

16712704
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~er of the entity

sistency across the
&
prodedures? Should

What are the

responsibiliry for some or all of the metrology procedures be transferred fram the jurisdictional

regulaters to NEMMCO? Are there any additional options for develop'

nationdal consistency across the metrology procedures for metering installnt
that should be considered? Has the discussion, including the comparison 'f’f
[fa

F, considered adequarely the issues related ta furthering consistency
Procedures?
|

The options outlined in the paper are seen as appropriate to form the basis

the discussion in Appendix F explores adequately the issues related to

across the metrology pracedures.
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