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30th January 2015


Mr Sebastian Roberts
General Manager, Network Regulation
Australian Energy Regulator
GPO Box 520
Melbourne VIC 3001
SA Power Networks' regulatory proposal 2015-2020
Dear Mr. Roberts,
Metropolis Metering Services Pty Ltd (Metropolis) welcomes the opportunity to respond to the SA Power Networks (SAPN) regulatory proposal for the period 2015-2020.
As the only independent metering provider operating in the NEM, Metropolis has significant expertise in smart metering, and an interest in ensuring a robust competitive marketplace for metering develops.
It is Metropolis's view that "smart ready" (MRIM) metering does not support the National Electricity Objective (NEO) in terms of an economically efficient outcome.
Economically efficient
The indicative pricing proposed by SAPN (section 29.3.2 of their pricing proposal) is far in excess of pricing that is currently available to a Responsible Person (RP).   And the capability proposed (MRIM, rather than remotely read) is far below currently available services.
In addition, the costs involved in upgrading a "smart-ready" meter to a smart meter are significant, including costs that would not be borne if a smart meter was installed up front:
· A second site visit.   As there is no communication module installed, any changes to the meter requires a technician to physically attend.   This is a relatively expensive process.
· Meter re-programming.   When the communications module is installed, the meter will need to be re-programmed to support the hardware selected by the new Metering Provider (it cannot be assumed that the “smart ready” meter can be correctly pre-programmed given the array of communications modules available).   If the communications module was installed initially, this cost would be part of the initial meter program.
· The proposed exit (or transfer) fee.   Irrespective of the method of recovery (fee or smeared), this is an additional cost which will eventually be paid by consumers.
It is Metropolis's view that the transfer of ownership of a "smart ready" meter to a contestable provider is unlikely to be commercially viable, given these additional costs.
SAPN's proposal, far from being supportive of the Power of Choice changes as it maintains, is developing a structure that restricts competition by adding expensive assets into the Regulated Asset Base (RAB), and increases the costs to exit these assets.   As SAPN is a regulated business, the cost to exit the assets is not borne by them.
This creates a barrier to entry for competitive service providers, which is an inappropriate outcome, especially given the intention of the upcoming Power of Choice changes.
Alternative approach
As RP, SAPN has the ability to select any Meter Provider and Metering Data Provider in the market.   This is possible under the current rules, however it has not been considered in the SAPN submission.   The NEO requires an efficient process.   SAPN has not sought to test alternative solutions by engaging with existing accredited services providers, such as Metropolis, instead proposing to internally develop a level of smart metering capability.
Metropolis can offer better services at a lower price, with the risk of asset stranding being borne by Metropolis, not consumers.
Under the existing rules any site can be designated Type 4 (including residential) by the RP, allowing competitive metering.   Before allowing the proposed metering costs, this alternative approach should be considered.
Sincerely,
Marco Bogaers
Chief Executive Officer
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