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Dear Mrs. Geitona,
Attached you will find Landis+Gyr’s response to the ERGEG Position Paper
on Smart Grids, Ref: E09-EQS-30-04, from 10 December 2009.
Landis+Gyr is the global industry leader in energy measurement solutions
for utilities. The Group has an installed base of over 300 million electricity
meters and has delivered over 1,000 advanced metering solutions, makin g
Landis+Gyr the world’s leading smart metering solutions provider. With
annualized sales of more than US$1.25 billion, Landis+Gyr operates in 30
countries across five continents, and employs over 5,000 people. Of those,
ca. 2000 people work in 13 European Union Member States plus Norway
and Switzerland.
Although we by and large agree with the assumptions, approaches and
issues identified in the paper, there is a statement on page 14 with which
we strongly disagree: “. . .it is possible to have smarter distribution and
transmission networks without smart metering.”
W hile such an approach may be technically possible, it makes no sense in
a discussion on the future of the European transmission and distribution
st
networks, faced with the 21 century challenges described in your paper.
W ithout smart metering, and bringing intelligence to the last stretch of the
distribution grid and to the end -user, the smart grid will not be able to make
a contribution to meeting the EU’s 20-20-20 goals.
This statement is all the more glaring when set against the background of
the description of smart metering and its contribution to the development of
smart grids described elsewhere in the paper.
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Attached you will find Landis+Gyr’s detailed comments and answers to the
questions for public consultation. Should you have any questions or desire
clarifications to any of our answers, please do not hesitate to contact me.
Once again, thank you for your consideration.
Yours sincerely,

John L. Harris
Head of Regulatory and
Governmental Affiars

Attachment:
Landis+Gyr’s response to ERGEG Position Paper on Smart Grids
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Section 1 – Introduction
1. Do you consider that networks, transmission and distribution, are
facing new challenges that will require significant innovation in the
near future?
Yes. The conventional grid was designe d for one-way power flows and to
achieve a high degree of security of supply nationally. In the future, the
physical structure of the grid may remain as it is today, but the challenge
will be to incorporate large amounts of renewable energies with multi - directional power flows, and the involvement of final consumers in the ene rgy supply system. The key to this transformation will be communications
and management of data flows.
2. Do you agree with the ERGEG’s understanding of smart grid? If
not, please specify why not.
We agree with the ERGEG definition of a smart grid. It is general enough
to cover the main requirements of a future grid without getting lost in
detail.
The statement in 1.2., “it is possible to have smarter distribution and
transmission networks without smart metering” may be technically true,
but it is definitely misleading. As the Commission acknowledged in the I nterpreting Note to the 3 rd energy liberalization package, “smart metering is
an essential first step toward the implementation of smart grids.” While it
is possible to increase the intelligence of the grid above the metering sy stem, no smart grid will be able to meet the demands placed upon it and
help the EU fulfill its ambitious energy and environmental policy goals
without smart metering.
Smart metering is the foundation of the smart grid.
3. Do you agree that objectives of reducing energy consumption i mpose the need for decoupling regulated companies’ profit from the
volume of energy supplied? How can this be implemented?
The dilemma of wanting grid -use fees to be no higher than necessary while
encouraging and allowing and incentivizing innovation on the part of the
regulated grid companies is crucial to the development of smart grids. A
flat grid-use fee, independent of volu me, could de-couple volume from
profit. If the flat rate is kept constant for several years, this could provide
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the “breathing room” necessary to allow a regulated monopoly to invest in
smart grid technology.
Section 2 – Drivers for smart grids
4. Do you agree with the drivers that have been identified in the co nsultation document? If not, please offer your comments on the drivers
including additional ones.
We agree with the broad categorization of the two drivers. However,
ERGEG sees legislation as an “indirect” driver, our experience has been
that energy companies wait for regulatory certainty and specific requir ements before investing – therefore, seeing legislation more as a “direct”
driver. The needs of the grid users are also driven by the legisl ative requirements. Therefore, these could be seen more as the “indirect” push.
The above is true for regulated grid operators. In the case of energy r etailers, the opposite relationship is true: the most direct driver is the needs
of their customers and the legislative framework provides an indirect push.

Section 3 – Smart grid opportunities and regulatory challenges
5. Do you agree that a user-centric approach should be adopted when
considering the deployment of smart grids?
While it is not wrong to closely focus on the user, it is not sufficient. Any
policy on deployment of smart grids must take a more systemic view. Not
only the users, but also the goals of energy and environmental policy must
be considered and the needs of society as a whole to h ave an infrastructure which is up to the energy challenges of the 21 s t century.
The participation of users is necessary for the creation of a functioning
liberalized energy market. At the same time, information and communic ation flows are necessary for d emand-side participation.

6. How should energy suppliers and energy service companies act in
the process of deploying smart grids solution?
Investments to realize the smart grids should be made by, triggered or
initiated the DSO. To deploy a smart grid the roles and responsibilities
must be clear. The investments that need to take place need to be clearly
allocated.
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You need a clear regulation and a clear incentive for the retail market. The
end consumer pull/push needs to be simple. Infrastructure in vestments
should not be placed at the disposition of the final retail consumer. Energy
suppliers and Services companies will have a more passive role in the de ployment of smart grids.
In the case of smart metering, the DSO is the only reasonable entity t o
carry out a smart meter deployment. The DSO is responsible for supervi sing the infrastructure, and therefore needs the information on consum ption. Leaving metering as part of the energy supply infrastructure will e nsure a quicker and more complete rollou t of smart metering at lower cost.
Some estimates calculate that the costs of an area -wide rollout conducted
by a DSO would be 45% lower than an uncoordinated intr oduction of smart
metering. In an unbundled metering market, the end consumer would pay
all of the costs, although the benefits of smart metering also accrue to
other market actors.
This does not mean, however, that in those countries where entities other
than the DSO have already been tasked with rolling out smart metering,
that these rollouts should be delayed.
Competition should take place between energy suppliers who then can use
that infrastructure to offer new and innovative products and services,
whether that includes the provision of information via SMS, on the internet,
In-Home Displays, etc.
7. Do you think that the current and future needs of network users
have been properly identified in Section 3.3?
Yes. Of particular importance will be the growing group of “Prosumers”.
Although this group is small now, it will be the one of the driving factors in
the development of the smart grid. The statement in Section 3.3.3 is cr ucial: “the decarbonisation of electricity supply will cause real price increa ses and/or reduction in quality and reliability.” While there are some who
would disagree with that statement, the consequences of a decarbonized
electricity supply are correctly described. Namely, that there will be an
incentive for network and supply companies to offer new products and se rvices to help consumers reduce the amount of electri city they consume and
the price they have to pay.
In the description of services to “increase the elasticity of the demand
side”, a discussion of transparency is missing. In the current supply sy stem, the distribution system is “blind”. As mentioned abov e, transparency
and information flows will be essential to the development of the smart
grid, and this means down to the final consumer, and it is indispensible for
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the “prosumer”. Among the reasons for a lack of demand elasticity now is
that consumption is opaque.
8. Do you think that the main future network challenges and poss ible solutions have been identified in Section 3.4 and 3.5 respe ctively?
The main challenges for the future network have been identified in Section
3.4. However, some of these ar e being addressed already such as standa rdized communications protocols and interoperability. Landis+Gyr is a me mber of the “OPEN meter project” under FP7, and through the European
Smart Metering Industry Group (ESMIG) actively supports the standardiz ation work being done in the under Mandate 441. Moreover, Landis+Gyr
along with two other smart metering providers has taken the next step
toward interoperability by founding IDIS (Interoperable Device Interface
Specifications).
The premise is correct that s mart grids solutions apply increased intell igence to the way that networks are planned, operated and maintained, and
this will lead to new services being delivered at lower cost. However, while
there is a need to develop “demonstration projects” a warning against “pilotitis” is appropriate. The emphasis on creating demonstration and pilot
projects should not hinder the deployment of technology already available,
such as smart metering.
In Section 3.5.4 “Network solutions for customers”, we fully agree tha t the
most significant difference between today’s networks and the smart grid of
the future will be at the customer/network interface. It is at this level
where the grid is most “blind” today. Smart Metering is the means for d irect communication to the customer, and we fully agree that two -way
communication is a necessary prerequisite. No attempt at increasing ene rgy efficiency either through consumption reduction or load shifting will be
successful without final customer involvement. In order to unlock th is potential direct feedback is essential, preferably via an In -Home Display.
The evaluation of smart metering in Section 3.5.4 is correct, but stands in
contradiction to the statement on page 14, that there can be “smarter “
grids without smart metering (see comments above). While it is true that
smart grids encompass a much wider area than smart metering, smart m etering is the foundation of a smart grid – it brings intelligence to the “last
mile” between the grid and the final customer. Without this key element,
the full potential of a smart grid will not be realized. Moreover, this is a
technology that is already available. The sooner smart metering is de ployed, the quicker additional smart grid technologies can be built upon it.
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Today’s smart metering technology can do all of the things required of it in
a smart grid, and we can start deployment at any time.
9. Do you expect smarter grid solutions to be essential and/or lo wer cost than conventional solutions in the next few years? Do you
have any evidence that they already are? If so, please provide d etails.
The expectation is certainly there that grid operations will be more cost
effective with smarter grid solutions. There is no expectation that the pri ces for smart grids technology will rise in t he coming years.
10. Would you add to or change the regulatory challenges set out
in Section 3.6?
The regulatory challenges are well described in Section 3.6. The challenge
for the regulators is to not only remove barriers to the adoption of smart
grid technologies, but also to incentivize innovation by the network comp anies.
The benefits of many Smart Grids technologies, including Smart Metering,
are spread throughout the energy supply value chain – from the end consumer to the DSO, by aggregation to the TSO and even to generation
(whether it be microgeneration or the optimization of a power plant fleet).
Benefits also accrue to society as a whole in the form of a more modern
infrastructure, increased energy efficiency and reduced CO 2 emissions. The
costs, however, are usually concentrated. It is the task of the regulatory
authority to incentivize the grid companies into pursue innovative techno logies and spread the costs of the smart grids development as fairly as
possible among the market actors accor ding to the benefits they derive –
and this includes the final consumers.
Section 4 – Priorities for Regulation
11. Do you agree that regulators should focus on outputs (i.e. the
benefits of smart grids) rather than inputs (i.e. technical details)?
Absolutely. Regulators should concentrate on the functionality of the smart
grid and remain technology neutral. To do the opposite would stifle innov ation rather than support it.
12. Which effects and benefits of smartness could be added to the
list (1) –(7) presented in Section 4.1, Table 1? Which effects in
this list are more significant to achieving EU targets? How can m e-
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dium and long-term benefits (e.g. generation diversification and
sustainability) be taken into account and measured in a future
regulation?
The list is complete. Benefits (1) and (5), increased sustainability and e nhanced efficiency and better service in electricity supply and grid operation
are the two most important elements in achieving the EU’s 20 -20-20 targets. In fact, all three of the 20-20-20 targets depend on increased susta inability and efficiency in energy use and grid operations. The “enabler” and
gateway to the grid is the smart metering system.
No matter how future benefits are quantified, the benchmark cannot be the
“status quo” because the current, conventional grid will not be capable of
meeting the future challenges described in the position paper.
13. Which output measures should be in place to incentivise the
performance of network companies? Which performance indicators
can easily be assessed and cleansed of grid external effects? Which
are suitable for European-level benchmarking and which others
could suffer significant differences due to peculiar features of n ational/regional networks ?
The outputs (benefits) should not be cleansed from the performance ind icators, but should be taken into consideration when incentivizing grid co mpanies to invest in innovative technologies.
14. Do you think that network companies need to be incentivised
to pursue innovative solutions? How and what output measures
could be set to ensure that the network companies pursue innovative solutions/technologies?
Network companies are by nature conservative, as regulated monopolies
they are not risk-takers. Regulators need to articulate t he functional requirements of the smart grid and give the network companies the financial
“breathing room” to invest in innovative solutions.
15. Do you consider that existing standards or lack of standards
represent a barrier to the deployment of smart grids?
It is not just a matter of writing standards. We support the EU mandate
M/441 for smart metering standardization, but also want to stress the fact,
that open standards are only a necessary condition for interoperable pro ducts. The commitment of the utilities to invest in products according to a
specific standard and the commitment of the manufacturers to invest in the
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development of products according to a specific standard are decisive. The
standards cover a comprehensive set of functionalities, bu t a product only
supports those functions for which a market exists. Interoperability between separate products can only be achieved if the providers of those
products have tested the interoperability and stand behind it.
Writing standards is a technical exercise, providing an interoperable pro duct is a commercial exercise.
Smart meters have already been deployed in several Member States. Most
notably Italy and Sweden have close to 100% coverage. Further area -wide
rollouts are now taking place in the Nor dic countries. France and Spain
both have country-wide rollouts planned. The standardization mandate
could, however, take away an argument of the “feet draggers” that no ro llout can take place because, “There are no sta ndards”. There are already
enough standards available that a smart metering can be deployed, if the
network operator decides which standards it wants to use.

16. Do you think that other barriers to deployment than those mentioned in this
paper can be already identified?
One of the biggest barriers to deployment is uncertainty: uncertainty in
regard to technology, standards and investments.
The technology is available and the current standards are sufficient. What
is needed is clear commitment to smart grid development on the part of
the regulators, so that network operators will be encouraged to invest in
smart metering and smart grid technologies.

17. Do you believe new smart grid technologies could create cross subsidies between DSO and TSO network activities and other non-network activities?
Not, if a clear delineation is made between smart grid infrastructure –
which includes smart metering -, and the parts of the system, such as pe rsonal energy management, home automation, etc. that rightfully belong in
the realm of the competitive s uppliers.
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18. What do you consider to be the regulatory priorities for electricity networks in
relation to meeting the 2020 targets?
The main priority should be to start deployment of smart metering/ smart
grids technology as soon as possible. Smart M etering is the foundation of
and an essential first step toward the development of the smart grid, and
the technology is available right now. If we wait until 2020 for 80% of E uropean consumers to be equipped with smart metering, and until 2022 for
100% coverage (assuming the economic analysis is positive), we have no
chance of achieving the 2020 targets. All three of these targets depend on
the grid for their realization, and the gateway to the grid from the final
consumer/prosumer is the metering system. Therefore, meeting the 2020
goals depends on a quick deployment of smart metering technology, which
can then be built upon to develop the smart grid.

