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About SP AusNet 

SP AusNet is a major energy network business that owns and operates key regulated electricity transmission and electricity and gas distribution assets located in Victoria, Australia.  These assets include:

1. A 6,574 kilometre electricity transmission network indirectly servicing all electricity consumers across Victoria;

2. An electricity distribution network delivering electricity to approximately 575,000 customer connection points in an area of more than 80,000 square kilometres of eastern Victoria; and

3. A gas distribution network delivering gas to approximately 504,000 customer supply points in an area of more than 60,000 square kilometres in central and western Victoria.

SP AusNet’s purpose is to provide our customers with superior network and energy solutions. The SP AusNet corporate values are :
4. Safety: is our way of life.  Protect and respect our people and our community.
5. Passion: to bring energy and excitement to what we do.  Be innovative by continually applying creative solutions to problems.
6. Teamwork: to support, respect and trust each other. Continually learn and share ideas and knowledge.
7. Integrity: to act with honesty and to practise the highest ethical standards.
8. Excellence: to take pride and ownership in what we do.  Deliver results and continually strive for the highest quality. 
For more information visit:  www.sp-ausnet.com.au
Contact

This document is the responsibility of the Network Strategy and Development Division, SP AusNet.  Please contact the officer below with any inquiries.

Peter Ellis
Network Market Service Manager 
SP AusNet
Level 31, 2 Southbank Boulevard
Melbourne  Victoria  3006
Ph: (03) 9695 6629
SP AusNet support a number of the aspects of this AER effort to provide a rigorous framework for exempt authorisations and embedded networks.  The need for more critical examination of the customer benefits of embedded network applications, the better visibility and monitoring provided through classification and registration, and the need for clarity and obligation regarding the operational aspects have been recognised.

However the Guideline does not cover some aspects of embedded networks which SP AusNet assess are important or which can create uncertainty in dealing with what are variations to the “normal” industry relationships, and there are some aspect of the proposed arrangements about which SP AusNet are unclear.  We have raised these issues and questions in our submission.

We have discussed in a number of places in the submission aspects of embedded networks which may more correctly be contained in the “matching” exempt distributor Guideline, but as we have detailed in Item 1 below the two Guidelines are closely related.

1. Overall SP AusNet position re Embedded Networks 
1.1. Need for closely co-ordinated retail and distributor exemption regime

SP AusNet are disappointed that this Exempt Selling Guideline (the Guideline) has been progressed to this point of Preliminary Consultation without the matching process for Exempt Distribution progressing to the same point.  As stated in the Guideline (Section 1.4 p7) the “customers of the exempt seller take their power from an embedded distribution network”.  Hence whilst the Guideline recognises the need to “streamline” the process of the Embedded Network Owner (ENO), we considered that the two exemption regimes must be more than streamlined, but rather be co-ordinated and integrated.  Much of the data and parameters relevant to assessing, monitoring, and managing an except seller site will be the same as the data and parameters for the same processes associated with the same site from a distribution exception viewpoint.  
Whilst, depending on the definition of an exempt network there may be exempt networks without associated exempt sellers, there will always be an except network associated with an exempt seller (except for potentially off-grid networks where the jurisdiction has extended the exempt seller regime to such networks but has no regime for exemptions for a off-grid network distributor).
1.2. Fundamental embedded network issues 

Broad industry costs associated with embedded networks are out of all proportion to the number of customers involved. 

Whilst we recognise that there are a number of situations as identified in the Guideline where exempt selling is necessitated by the physical constraints of the site and the relationship between the site owner and the electricity consumers, we consider that the expansion of this to established networks or greenfields sites is a distortion of the market model which imposes additional costs and risks with respect to complicated regulatory arrangements, and non standard processes and arrangements, and, by taking the “low hanging fruit” (customers with limited distribution network asset requirements) ultimately increases average costs for other customers.  
SP AusNet however accept that embedded networks to some extent and format are inevitable as there are a significant number of existing Embedded Networks, and there is strong promotion of embedded networks by entrenched and entrepreneurial businesses.

Hence SP AusNet has taken the view that as embedded networks are going to exist, then measures must be taken to minimise the costs and uncertainties currently involved in their establishment and operation. The thrust should be to ensure that operational arrangements match as close as possible those of the broader market, and where this cannot be achieved to ensure that there are detailed processes and procedures/guidelines which enable the exception processes resulting from embedded networks to be handled as effectively,  efficiency, and safely as possible, with appropriate obligation imposed on all parties including the embedded network entity.
1.3. Concept of Public Register of Embedded Networks 
SP AusNet consider that a publically available register of embedded networks is an important step is getting better visibility of embedded networks which will result in improved understanding of their extent, provide a better basis for operational processes, and enable enhanced regulator monitoring of embedded network obligations and conditions.
We consider that the AER’s proposed defined class categories is a sound basis for this registration.  We have made some proposals regarding details of these class categories and the other aspects of the registration scheme.
1.4. Policy support

It is of concern that a number of Jurisdictions, whilst aware, through various state regulator and nationally based reviews over many years, that issues of Retailer of Choice (ROC) were central to establishing the regulatory and industry obligations and processes for embedded networks, have done little to establish clear and/or sufficiently detailed policies regarding embedded network ROC.  
The strong enablers of access to ROC in the broad market is that each site has:

· a NMI which is discoverable and provides prospective retailers with key customer and site parameters, and 
· a market meter which allows transfers between retailers without the need for site changes.  
It is still unclear whether this level of access to ROC is supported by the jurisdictional policies. 

Something of this issue regarding lack of direction and commitment with respect to metering requirements policy is implied by the AER in Section 5.1.2 p39.  Further in the same section on p40 in discussing electricity choice of retailer, the AER mentions use of the NMI as a facilitator of ROC but, presumably because of lack of clear policy direction, goes no further in terms of proposing a mandatory assignment of NMIs.   

The two enablers as identified above if implemented would provide a much more open and visible framework for understanding of the number of customers with exposure to potential embedded network issues, provide firm basis for regulatory compliance, and overcome a number of network process issues where identification of customers on embedded networks is a factor.

2. Concept of operator v’s owner is not clear  
SP AusNet considers that it is the embedded network owner (or equivalent entity eg body corporate) who is the “responsible party” for the embedded network and the retail and distribution actions and obligations associated with that network.

This is the case, even though the owner/entity may not:

· have directly initiated the establishment of the embedded network, 

· be handling the exemption application, 
· become the manager of the provision of retail and distribution services within the embedded network , nor 
· become the provider of a number of the services.  

but rather that these have been or will be provided by an entrepreneurial provider of support services for embedded networks.
However the Guideline is a little unclear as to whom the registration will be granted.  
For example in Section 4.2 p34 it is stated in one of the information requirements:

16 Are you providing other services (for example, accommodation/leasing of

property) to persons on the site, to whom you intend to sell energy, or will your

only commercial relationship to persons on the site be the selling of energy?
This implies that the exempt party may have no other relationship to the residents/tenants of the site other than as an energy retailer.  

Also in Section 5.1.1 it is stated:

For example, a specialist provider who operates embedded networks and manages on selling across a number of sites is likely to be required to comply with a range of obligations that apply to authorised retailers.
This appears to recognise the concept of the registration being given to a business that has established a relationship with a number of owners of sites with multiple customers (eg a “chain” of retirement villages) for the managing of an embedded network on each site including the on-selling to the owner’s tenants.
This is not the concept as understood by SP AusNet.  In our view one of the key differentiators of exempt retailers from an authorised retailer is the significant additional relationship(s) the exempt retailer has with the customers on the embedded network.  The  exempt retailer by virtue of:

· a tenancy agreement or body corporate relationship, and/or
· a site common services and maintenance agreement, and/or
· ownership of common site areas, etc 
has a “commitment” to the customers beyond electricity supply and selling.
The concepts and differentiation between “owner” and “operator” should be made clear.

3. Concept of site v’s person is not clear  

It is important that each site be treated on its own merits and hence that registration or individual exemption must be for a specific embedded network owner/entity and site combination.  Conceivably a person may win registration as a exempt retailer for one site with particular characteristics (customer numbers, customer category, supply arrangement, etc) or proposed service arrangements (operator, service contract, pricing arrangement, etc), but not gain exemption for another site where these characteristics and service arrangements are different.  
The Guideline when considering the specific details to be submitted in an exemption application clearly expects the potential registration or individual exemption to apply to a specific site.  For example in Section 3.1.1 p25 the list includes address, number of premises within the site, addresses of other sites where exemption is held, etc.  This is appropriate because of the differences as discussed above in characteristics of different sites and potential differences in service arrangements, it is very important for the registration list/database to have specific site details as this is key information for the distributor when dealing with the site operationally.  

However despite this being a relatively clear view in some parts of the Guideline, currently elsewhere in the Guideline this is not clear as it refers in many places to a “person” having an exemption whereas this should generally be a “person for a particular site”. 
For example in Section 1.4  p8 the Guideline states:
“A registrable exemption is only effective for any particular individual from the date on which the eligible person is registered on the Public Register of Authorised Retailers and Exempt Sellers by the AER.”
This should read: 

“A registrable exemption is only effective for any particular individual for a particular site from the date on which the eligible person is registered for that site ……”
Again in Section 1.5 p9 the Guideline states:

Persons who do not meet the criteria for a deemed or registrable exemption may apply

for an individual exemption.
This should read: 

Persons with a site that does who do not meet the criteria for a deemed or registrable exemption may apply for an individual exemption for that site.
It is important that this is clear because confusion could arise, particularly as when the ESCV proposed a registration process for license exemption a few years ago this was to be only the person and not the site. Many of the persons involved in the current AER consultation will have been also involved earlier.
4. Comments on retail exemption categories (Section 2.1)
We consider that the AER’s concept of establishing clearly defined categories of exemption is a good one which will result in better understanding of the range of sites covered by the regime and adds appropriate differentiation of service obligation for different customer/site categories.   
4.1. Metered versus unmetered 

It should be clear for each category as to whether the billing of energy within that category must be metered or whether an unmetered bill can be provided. Whereas for a number of categories the table and/or the wording in Section 2.1.1 makes this clear, for some categories there is no statement. 

Hence for D2, D3, and R1-5 the billing is clearly based on meters (although for R1 this is not stated in the table).  For D5 the billing is clearly unmetered.  There is no statement regarding the billing basis for D4, D6 and D7.  Refer comments below on the situation for D1.

However in Section 2.2.1 it is relatively clear that the AER consider that the only situations where energy is separately billed that a meter is not mandated are for:

 “common area energy use (refer comments on D1 and D6 below), and where gas is used in apartment buildings for limited purposes such as cooktops.”
The metering requirements should be consistently defined.

4.2. Categories for distribution exemptions

If a similar approach of categorising different distribution exemption arrangements is applied in the yet to be viewed distribution exemption Guideline (and as a preliminary thought this seems a reasonable approach), then as discussed in Item 1.1 above these retailer exemption categories need to considered during formulation of the  distribution exemption Guideline and a consistent, rationalised approach arrived at.  If possible alignment of the two categorisation “tables” would be an aim.

4.3. Life Support Customers and Deemed Registration (Class D2, D4)
Whilst we recognise the AER’s driver to simplify the regime by maximising the number of categories of embedded networks subject to only deemed authorization, there are issues with not having clear identification of embedded networks in the market.  Refer issues from a distributor viewpoint in Item 11 

From a residential customer viewpoint a key concern must be that without clear registration and the associated publically available particulars, an embedded network can exist without broad industry knowledge (at least from a formal point of view) and hence the presence at a site of residential customers with dependencies on electricity supply for life support may be overlooked.  
For Class D2, setting the maximum number of residences at 12 to some extent ensures that the exempt seller has a good chance to be close enough to their customers to have a level of assurance that the market retailer at the parent connection point is kept informed of life support customer details (and in turn updates the distributor through the market B2B processes).  This responsibility includes the need to remove life support dependency where this is no longer relevant. 
For the protection of these customers the exempt seller will need to have obligations to inform the exempt distributor “part” of their operational arrangement to ensure that the expected obligations of a distributor with respect to life support customers are fulfilled.  These obligations include the need for special care in disconnection and provision of assistance in establishing emergency support arrangements. 
4.4. Comments on category Class D1 (and D6)
Wording in the category class table is:

Bodies corporate or owners’ corporations that pass on the cost of unmetered energy for common areas through body corporate fees.

Additional wording in 2.1.1
The exemption should apply irrespective of whether the energy is metered or not.
However as all energy in the market must be metered and, under our understanding that individual customers are metered (refer Item 4.1), then the value of the difference between the market load and the aggregated customer loads will give a metered value for the common load.  Whilst potentially not specifically metered this common load will not be unmetered. 
Whilst SP AusNet consider that setting the upper limit for deemed exemption for residential embedded networks at 12 residences is probably a reasonable compromise it is not without some life support customer risk.
The comment against D2 above is also applicable to this category.
4.5. Comments on category Class R5
The definition of a “large customer” needs to be clarified as the NECF introduces a different concept and definition of what constitutes a large customer compared with the accepted market definition as used for example in the AEMO/industry CATS Procedure. 

As such the industry has not established in systems and within industry processes, the capability to determine and allocate these classifications, nor to provide differential processes dependant on the different classifications.  It is unlikely that the necessary process design, documentation, and implementation will be in place until well into 2012. 

Hence in any consideration of Class R5 industry, Participants may not be able to readily and  rigorously validate allocations to this class until after system changes are in service.
5. Conditions of exemption (Section 2.2)
5.1. Metering related conditions (SECTION 2.2.1)
We note the specific item for metering in the registrable exemptions particulars list, and in the individual exemption similar listing, and agree with the AER that metering information is an important detail of embedded network operation.  
For this reason it is considered that the following additional details should be added:
i) the detailed metering particulars in Section 4.2 for individual exemptions (for Australian Standard meters etc) should also be applied in 2.2.1 to registrable exemptions

ii) it is proposed by the National Measurement Institute (NMI) that the current exemption from Trade Measurement obligations for electricity meters be lifted.  This would require the embedded network meters to meet NMI Pattern Approval (PA) requirements.

iii) support for customer retailer of choice within an embedded network may be  facilitated if the meters utilized not only meet Australian Standard and NMI PA, but also are compliant with the national Metrology Procedure.  The Victorian Act states that an “approved meter” must be used and that these are of a type permitted to be used by an authorised party.  Moreover specific exemptions require the use of a “type 5” meter.  More clarity could be achieved by including a clear obligation to meet the market metrology requirements.
iv) key to enabling the local network distributor to install and read a meter for minimum costs for a customer electing to purchase from an authorised retailer rather than the embedded network exempt retailer is to ensure that the embedded network meter installation (meter cubicles, panels, etc) are compliant with the local network distributor’s installation rules (in Victoria the joint distributors Service and Installation Rules (SIRs)) 
v) whilst having compliant metering is important, if this metering is out of service eg a meter failure, then the customer may get poor billing if the exempt retailer (or the exempt distributor) does not substitute for the missing data in a rigorous manner.  A condition should be that data substitutions are carried out consistent with the national Metrology Procedure.
5.2. General Condition 1 Information provision

Part of the information provision requirements of the exempt retailer should be to ensure that the customer has a clear and documented understanding of the arrangements in place within the embedded network for the various distribution operating functions and interfacing which may impact the customer, including faults response, connection and disconnection, guaranteed time off supply, planned outages, etc. 

5.3. General Conditions 5 and 6 Pricing requirements 

The conditions regarding “Pricing requirements” and “Receipts” should recognise the various components of the customer bill:

i) The customer cannot compare prices, and their particular costs, between the exempt retailer and an authorised retailer unless they have a clear and true statement of the distribution service charges on the embedded network.  These are generally an integrated part of an authorised retailer’s tariff offering and hence without details of the exempt distribution service component, a like-for-like comparison cannot be done.  The distribution service charge will include all routine ongoing charges associated with the provision of distributor services by the embedded network entity or their contractor(s) plus details of how the local network distributor costs will be passed through.
ii) Also to be made available should be any distributor specific service costs which a customer may incur eg reconnection charge, wasted fault visit, etc.

iii) Further the requirement for itemised receipt of energy charges separate from rental or other service charges should also be applicable to the distribution service component 

5.4. General Condition 11 Choice of retailer

The condition that “the exempt seller will not hinder them (the customer) from doing so (purchase from their ROC)” is important, however the conditions on the exempt seller must ensure through their relationship with the associated exempt distributor, that the same level of distribution service support is provided to a customer of an authorised retailer as is provided to a customer with the exempt retailer.  The exempt retailer must make this clear to all customers.
5.5. General Condition 15 Continuity of supply

This requirement that the exempt seller have obligations to inform their customers of a disconnection of supply at the parent connection point of the embedded network is an obvious requirement to ensure that the exempt seller’s customers understand their supply issues.  However this should be extended to ensure that the exempt seller has an obligation to inform any customer of authorised retailers on their network of the supply issues, and to also provide this information to the related authorised retailers (whilst these notionally may not be known to the authorised retailer they will be known to their related exempt distributor). 
5.6. General Condition 16 Maintaining records

Part of the requirements for the exempt seller to maintaining billing records of its customers should be to ensure that for a failure of the exempt seller a set of relevant customer parameters are available for the new retailer (eg payment schemes or other special arrangements).  This requirement is also applicable to the exempt distributor who must provide necessary records to enable ongoing metering data collection and processing.
5.7. General Condition – Distribution functions

Whilst these are notionally covered under the separate distributor exemption process, part of the establishment of the exempt seller’s arrangement with their customers should be the defining of the way services provided by the exempt distributor are to be managed eg fault call centre arrangements.
6. Application of general conditions to customer classes – Class R1 (Section 2.2.3)
It is unclear what is the basis of the statement that “notice of ….cessation of supply is not as critical for business customers as for residential customers’’.  Our expectation would be that the impact on a factory or shop of loosing supply would be every bit as impacting as for a residential customer.
7. Requirements for registrable exemptions (Part 3)
7.1. Additional details

There are a few more particulars which must be included in the registration application to ensure that the AER have all the details necessary to assess that the applicant and their proposed arrangements for the site involved are satisfactory, and to provide all the details necessary for the Public Register:

· It is important that the commonly used distinguishing public name of the site or facility should be included.  This will help ensure that industry understand the facility for which exemption applies.  This may be the same as the “trading name” or could be different. 

· Details of the distribution arrangements for the site.  Although these are essentially part of the related distribution exemption it is important that the AER understand how the retailer will arrange distribution services (connection, fault response etc) and how the distribution costs will be passed to the customers.  These costs must be taken into account when the AER is assessing whether the exempt seller’s tariffs meet the requirements to be less than the local retailer’s tariffs which do include distribution charges.

· The AER list includes:

7
Please indicate the nature of the activities you propose to undertake (the characteristics of your business)

It is assessed that an important part of the AER’s consideration of an application should be how the applicant is going to manage the various services and interfaces to their customers and to the industry.  Eg contractor, internal resources, current systems, new systems etc etc.  The wording of this particular should make it clear that these are the sort of details required  
7.2. Additional public register items

As stated in 1.3 it is considered that the registration process and the public register is an important part of making embedded networks more visible and hence improving processes associated with embedded networks.  It is important that the relevant details of the embedded network are available to the industry at any time.  The following additional items should be added to the public register:
· distinguishing public and commonly used name of the site or facility as suggested in 7.1 
· nominated contact person and contact details, including details of multiple persons if a single contact does not cover all aspects of potential interfacing.  This should include 24/7 contact details for emergencies and faults.  This detail for example could change if the exempt retailer change service arrangement including change of service provider.
· life support customer numbers
7.3. Details change process

It is important that the public register particulars be kept current.  The exempt retailer’s obligations should include a requirement, and the associated timing, for the exempt retailer to change these particulars as necessary so that the industry and the AER always have an up to date understanding of the embedded network parameters.
Whereas most of these particulars can be left to an industry look up process (ie a change notification process is not required for most), a change of status with respect to life support customers (whether new customers or customers removed from life support category) must be notified to the distributor. 
7.4. Imposing of “general” and “special/individual” conditions

In the Guideline:

· Section 2.2 deals with conditions to be imposed on registered exemptions. These are identified as “metering-related” conditions
 and a range of “general conditions”.

· Sub-section (4.1.4) deals with enforceable conditions which the AER may impose on an individual exemption.  Among examples given are pricing constraints, metering requirements, and certain information disclosure.  
However it is unclear why:

· the range of general conditions identified in Section 2.2 should not be applicable to individual exemptions.  Logically if a range of general conditions applies to, for example, a registrable exemption Class R1, then the same “base/general” conditions should also be applicable to a Class R1 individual exemption. 
· the potential imposing of other than the general conditions identified in Section 2.2 appears to not be part of the registrable/registered exemptions processes.  It would appear that this AER ability to impose specific conditions, which is part of the individual exemption process, should be available for registrable/registered exemptions to ensure common approaches across embedded networks whether pre or post the proposed 1 January 2015 date for the phasing out of registrable exemptions. 

8. Requirements for individual exemptions 
We note that public consultation will be held for individual exemption applications.  In certain situations it would also be appropriate to hold a public consultation (or at least restricted consultation) for an exemption variation.  For example a significant change in the number of embedded network customers and embedded network load could require some reconsideration of the relationship with the local network which should be included in the exemption conditions.

9. Revocation or other removal of exempt seller services
The breaching by an exempt retailer of the conditions of their exemption can lead to revocation of their exemption by the AER.  There may be other circumstances where the exempt seller stops providing retail services to their customers.  It is unclear what the situation is then with respect to a number of aspects of the electricity supply and sale to the embedded network customers.  The Guideline whilst recognising revocation as the ultimate enforcement mechanism is generally silent on this matter.  At one level this is not an end customer issue as the embedded network owner/entity will still be the customer of the authorised retailer at the parent connection point and still have a contract with this retailer for the supply of energy.  However if the exempt retailer has lost their authorisation they can no longer receive revenue for electricity sales to the customers on the embedded network and this could lead quickly to non payment of the parent NMI authorised retailer bills and potentially to disconnection of the embedded network.
The Guideline should include consideration of these scenarios so that the regulatory considerations are clear and the customer impacts are minimised. 

We note in Section 4.1.5 that the AER “may also advise the exempt seller’s retailer of the revocation”.  Depending on the defined approach for a revocation, or other withdrawal of retail services, the authorised retailer notification would potentially be a “must”.

10. Registration/application Information for individual exemptions (Section 4.2)
The following comments are made:
i) We assume that the concept of a “public register” will exist for both registered exemptions in the shorter term and for individual exemptions after 1 January 2015.  We would expect that the list of particulars for individual exemptions would therefore include the same nomination of particulars to be included on the public register as is provided within the registrable exemptions particulars list.  
ii) Further the comments we have made in Item 7 of this submission regarding the registration information for registrable exemptions regarding the additional particulars to be provided, and those to be made available on the public register, are applicable to individual exemptions. 
iii) It is also consider that items 14 and 16 on the list of registration information for registrable exemptions (listing of other sites for which exemptions are held; and life support details) are relevant for individual exemptions
iv) Refer Item 5.1 regarding our comments on metering in embedded networks.

11. Distribution related matters

In Item 1.1 we have stressed the need for the exempt retailer and exempt distributor frameworks to be co-ordinated.  
We have identified below a number of the key issues which must be considered in the exempt distributor regime, and for which the regime must include clear obligations on the exempt distributor.  It is noted that a number of these matters will also impact the exempt retailer’s relationship with their customers: 

· fault response:  including 24 response requirements and contact details, links to the local distributor for escalation, etc
· voltage levels:  maintenance of voltage levels within the embedded network and links to the local distributor for escalation, etc
· new connections:  establishment of NMIs for customers commencing on the network as second tier.  Relationship establishment between the exempt distributor and the local distributor including establishing of metering and energisation of the customers connection 
· CATS/MSATS updates:  obligations for customer details to be recorded in MSATS including status of the connection  

· recognition of life support customers:  including responsibilities for notification of the local distributor; responsibilities for special protection during outages etc  
· meter reading access:  for meter reading, maintenance, testing by the local distributor of authorised retailer customers
· revocation or removal of services:  actions for maintaining supply to customer where the exempt distributor services are not longer available
· bad debt disconnection of the parent/ENO:  handling of issues associated with disconnection of the parent NMI and impacts on the exempt retailers customers and any customers of authorised retailers 
· need for consideration of metering associated with small scale generation within the embedded network including at the parent metering point

· smart meter services:  arrangements for potential remote switching of customer by the local distributor at the request of an authorised retailer.  Is this allowed? What of the costs of action on behalf of the exempt distributor? 

� The terminology in the Guidelines with respect to conditions could be improved.  In Section 2 of the Guideline there is discussion of “metering related conditions” and a series of “general conditions” which are applied to deemed or registrable class exemptions .  For clarity it is suggested that another term be used for additional conditions applicable to a specific applicant and/or site eg “specific conditions”


� Is metering a retail exemption or a distributor exemption condition?





