[image: image1.wmf]

[image: image2.png]e-on



4 May 2007
Request for Information prior to Extraordinary Distribution Workstream Meeting Tuesday 8 May 2007
Dear Tim
In response to Ofgem’s request for information in advance of next Tuesday’s meeting.  
Intended Effect

We believe that the workgroup report was clear about the aim of the proposal, namely to enable industrial and commercial customers to actively manage their gas consumption in response to market signals.
We also believe that the proposal will allow customers to manage their monthly consumption profile and see this management reflected in a reduced peak load, resulting in lower transportation costs and better utilisation of the transportation system. 

Existing DM Regime
Under the existing DM regime, transporters are the monopoly provider of daily reads including the daily read equipment. They have no incentive to develop enhanced data services and consequently the DM service is much as it was 10 years ago. As stated in the workgroup report, Meter Asset Managers within a competitive market have begun to offer enhanced services. The Mod therefore promotes the combined benefits of a shorter and more cost reflective settlement period, together with the enhanced services delivered via a competitive data provision environment.
Potential Impacts
Market size (sites above 73,200 kWh)
We believe that xoserve are best placed to provide this information. 

NDM sites used for system balancing

Again xoserve are best placed to provide this information.

Market demand – customers sourced

The potential scope of AMR/SMART metering encompasses all customers who do not currently manage their energy in a ‘smart’ way.  E.ON supplies all sectors including domestic and our approach to market is clearly commercially sensitive.  However in general we could say that customers within the market sector specified in this proposal, i.e. with sites above 73,200 kWh, may be prepared to enter into contract terms that enable them to respond to market price movements.  Those that do not, for example those on simple fixed price contracts may still be in a position to realise the benefits of reduced transportation prices. Market demand could therefore be all sites in this sector. 
Demand side response

From our customer feedback, our conclusion is that whilst customers obviously seek to mitigate against peaks in energy prices, their primarily objective is to go about their normal business, producing goods for their own customers. 

In order to effectively mitigate against short term price hikes, their contracts terms would need to reflect their ability to manage short term demand, i.e. for example ‘day ahead contracts’.  Paradoxically, their possible inability do so, due to production constraints, would leave them open to exposure from the very same price hikes.

Other benefits/consequences
More accurate and timely gas reconciliation. 

Costs
It is within a shippers control whether or not to participate in the proposed regime. Therefore there are no costs to Users other than those factored into their business plans for DM (AMR) roll out.

We believe that this proposal will assist the roll out of AMR/SMART metering in the business sector which may eventually help in the domestic market. It will facilitate this by encouraging the development and utilisation of AMR/SMART technology and therefore we are able to give our support to the proposal.

Yours sincerely
Brian Durber
Retail Regulation
Tim Davis
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Please respond to:


Brian Durber


Tel: 01538 386923


Mob: 07768 031942





Brian.durber@eon-energy.com
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