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1. Executive Summary

Conclusions are presented at a market sed¢éwel with SME and LEU conclusions combined within
each market.

Republic of Ireland Residential Consumers

Switching: The level of switching has been rapid with the switching decision motivated by a desire
to reduce bill sizeHowever switching activiy is driven by media advertising rather than refergal
suggesting a markethere switching behaviours are not yet well established. There is a significant
group of Rol residential consumers who have yet to switch; most of these consumers have not yet
contacted alternative suppliers. This suggests thatching rates may slow as most domestic
consumers who have considered switching have not taken actWdmile FEA (Free Electricity
Allowance) recipients are less likely to switch, there is no evidenseggest this is related to
concerns about continuation of FEA payments or changes in payment methods when switching
occurs.

A 26%of Rol residential consumers reported havawgtched and 17%eported consideing
switching over the last 12 months;

A 77% of svtchers identified TV/radio/newspaper advertisingase of theirtop three
sources of information, 47%dentify direct contact from a supplieas one;

A Of the 17% who have considered switching, 82% have not made contact with another
supplier,

A Saving moneijs the primary reason for switching (87% agree that this was a reason)

A Lower levels of switching amost-EA consumers are primarily age related and not related
to concerns about caimuation or method of payments.

Experience of witching processand benefits delivered There was a veryigph level of satisfaction
with all aspects of thewitchingprocess andnost Rol residential consumers with experience of
switching believed that they had received the expected benefits.

A 97% ofRol residentiaswitche's found the process easy

A 78%of Rol residential switchefsund the bill reduced by themount they expected:;

A 72% would consider switching again for a further 5% reduction; 90% for a further 10%
reduction

Level and quality of ompetition: A majorityof respondents were able to name each of the three
residential electricity suppliers, currently in the market, without promptigatisfaction with the
existence and level of competition is reasonaliowever, @mestic consumers believe that prices
remain higher than in other jurisdictions arttiat a high leel of profit contributes to this.

A 69% of respondents spontaneously recalled Bord Gais as a supplier; 57% recalled Airtricity;
A 80% ofresidentialconsumers are satfied that there is competition ithe market placeg
69% are happy with theurrent level of competition;
A Mostresidentialconsumers believe Irish electricity prices are higher than elsewhereawith
significant proportion believing theJNA O0Sa | NB WY d2@%) Y2 NB SELISYyaAr @
A Rol residetial consumers perceive a high level of profit in the pricing of electricity (1%
thetotal cos)cY dzOK 3INBF G SN G KI y ofkhStotal dabjlLIt A SNDa O2a i a
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Understanding of the PES role and Supplgtworks role difference: The different roles bthe ESB
businesses are not yet well established with confusion across most attributes of sefgiceome
consumers, switching behaviour may be inhibited due to a concern about reliability of supply and
repair service in the case of power failure.

A Asignificant minority ofesidentialconsumers believe that the electricity supplier is
responsible for maintenance of the grid (25%) and for repairing power failures (28%).

A Among Rol residential consumers who had not changed supplier from ESB CSateé% st
that concerns about whether another supplier will provide a reliable supply of electricity was
a factor in their decision not to switch; 35% stated that concerns about whether another
supplier would be as responsive in a power outage was a factor.

Interest in novel pice and tariff options: Rol residential consumer attachmetata single annual

price revision depends on the absence of a price premium for this structure. There is some interest
in Time of Use tariffs. @Ufuel offeringgwith a sinde bill for gas and electricit@re attractive

when coupled with a 5% or higher saving

A 54% ofresidentialconsumers believe that the annual price revisiructureis acceptable.
However, this falls to 0% when this structure is associated with a @& premium

A 46% ofresidentialconsumers are interested in a time of use tariff (with the understanding
that the price will be greater at peak times). However, this may reflect an optimistic
interpretation of the impact on their bill.

A The provision ofHD® (In Home Deviced)y a supplier would encourage switching (57%
would be likely to switch for such a device). While, the actual level of switching would be
much lower, this figure does reflect thetémest in real time information;

A Interest in dual diel offers iscloselyrelated to discounts. With no discount the level of
interest is at 36%increasingo 50% at 5% discount and 72% at 10% discount.

Northern Ireland Residential Consumers

Consumer attitudes towards$ack of competitionand the market A majority ofNI residential

consumers believe that the lack of competition in the residential electricity markelatedto

Yhstitutionald NB I a2y a @ I aYlfft YA ¢tddikalréasonsSdtell ® H& K|
market size Domesticconsumers believe that prices are higher than in other jurisdictions and a high
level of profit contributes to this.

A 63%of NI residential consumetselieve that the utility regulator has not encouraged
competition to NIEEnergy Supply;

A 20% believe thattte NI market is too small to attract alternative suppliers

A Domestic consumers perceive a high level of profit in the pricing of electricity (24¥gh
ANBFGSNI GKFYy (GKS adzZLllLl ASNDa O02ada omMoe:o0T

A Most domestic consumers believe NI electricity prices arbdrithan elsewhere with
AAAYATFAOLI YO LINPLERNILIAZ2Y o0StAS@GAYy3a GKS LINRAOSaA
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Expectations ofuture competition andinterest in switching A majority of Nfresidential consumers
expect little or no competition within the next 2 g&s. However, a majority of NI residential
consumers state an interest in switching when competition is available.

A 58% of NI residential consumers believe that there will be little or no competition in the next

H @8SFENBRT Moz SELISOGA GIKBS O NRISHD SINE 062 YMOR WALIBAIC
A 36% state that they would b#ery interestedln switching immediatef if competition were

F@FAfF0fST wm>r adGlGS GKIG GKS@ g2ddZ R 0SS WAY(!
A The interest in switching is driven by cost (89% state as a reason) with sesacggnificant

(54% state as a reason).

Understanding of the PES role and Supplgtworks role difference: The different roles of the NIE
businesses are not well established with confusion across most attributes of sefhisas

expected in a preompetitive market where the supply business is not differentiated in the
O2yadzYSNRa YAYRO® | 26 SOSNE GKAA A&dadsS oAttt atz2go
market.

A Many domestic consumers are not aware of NIE Energy Supply as a busines® n#are
aware); most are not aware of NIEamsmission an@istribution (16%are aware)
A There is limited understanding of the responsibilitieN¢ET&D andNIEEnergy Supply.

Interest in novel gice and tariff options: NI residential consumer attaoentto a single annual
price revision depends on the absence of a price premium for this structure. Tlel@nsr level of
interest in Time of Use tariffddual fuel offerings (with single billing) are attractive to NI residential
consumers whetinked toa discount.

A 59% ofNI residentiatonsumers believe that the annual price revision is acceptable.
However, this falls to 0% when this structure is associated with a 2.5% price premium

A 29% ofresidentialconsumers are interested in a time of useiffa(with the understanding
that the price will be greater at peak times). However, this may reflect an optimistic
interpretation of the impact on their bill.

A 41% are interested in the concept a dual fuel offering. This increased?® if a 10%
dismount was availablas part of theoffering.

Republic of Ireland Business Consumers

Switchingand switching patterns The level and awareness of switching options suggegtsod
level ofcompetitionbetween suppliers and engagement among the businesswers in
switching Costwasthe most common factor in the switching decisior@ood service provided by
supplier was thenost commorreason for not switching amory 2 (i K 4nd[ 990 4Q & ®

A 40%2 ¥ w2 lhavé saviickied and 20% have considered switchirey the last 12
months. Competition between suppliers exists with businesses that switch typically
considering more than 1 potential supplier.

A 34%2 ¥ w2 bavd s@itch@dn the last 12 monthand 35% have considered switching
over the last 12 monthsA high proportion of 9 | céhéidered switching and made contact
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with suppliers but did not complete the process (21% of &l }) Saggesting established
market review activity in many cases.

hy | @SNF3aASsT w2L {ag9Qa O2dzZdR &hly2 yIidSYNT 23085t ew 2N ¢

spontaneously recall 2.8 suppliers. This suggests a reasonable knowledge of alternative
suppliers.

yag: 2F {a9Qa FyR x> 2F [9!'Qa ¢6K2 KIFIR aghrioK:
as a factor inthe decisiontoswitgp M> 2F {a9Qa |yR pp:x 2F [ 9! Q&

identified gpod service provided biyheir currentsupplieras a reason for not switching.

In Rol, SMEs and LEUs rely on similar sources for information on switching with the same top
four selected: Thenternet is most commonly used (SME: 46%, LEU: 49%), followed by

direct contact (SME: 51%, LEU: 47%), advertising (SME: 45%, LEU: 35%) and business
associations or organisations (SME: 17%, LEU: 22%).

Experience of switching process and benefits deliverédhigh degree of satisfactiowas reported

by Rol business consumervih all aspects of thewitchingprocess and delivery of expected
benefits

A

A

For{ a 94dwiichers, 91% found the process easy and 71% state the bill reduction was as

expected. 91% wouldonsider switching again
For[ 9 |s@i@hers, 92% are satisfied with the experience and 86% state the bill reduction
was as expected. 91% would consider switching again

Level and quality of competitionWhile the level of switching suggests good cotitjm,

satisfaction withthe competitionitselfis low. Rol lisinesses believe that prices are higher than in
other jurisdictions and a high level of profit contributes to th&sinesses believe that this puts
their business at a competitive disadvage to businesses in other countries. Tuggessthat
there isan underlying pricing challender supplier: to better justify current pricing with the
business consumers or to provide better pricing options.

A

A

' Y2y 3 w2dR%wWera $atidfiedwith the level of competition and4%were satisfied

with the quality of competition;

Y2y 3 wB2%werdsptiSfi@dwith the level of competition an83%were satisfied

with the quality of competition;

{a9Qa SadAYlrdS GKS f Seedricity atF%adiRhfehBR 3A y (G K S
estimate it at15% suppliers costs are estimated 88%0 & { a 9 QR%d & R 9 !1UQA T
Toe: 2F {a9Qa beleiRethat kish el€cticity plicesaedighethan

elsewhere n M> 2F { a9 Qa belewetha thespricesfarefhhKAET K SN T
40% of a 9&nA@70% of 9 |b&liavehigher prices putheir business at a competitive
disadvantage to businesses based in other countries

However,66% of SMEs and 48% of LEUs dor@aiew their electricity usage moreften

than once a year and 19% of Sd\iiever review usage
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Understanding of the PES rolé:hebrand names andifferent roles @ the ESB businessas well
establishedwith the business consumer, reflecting a mature competitive market.

A 90%2 F {an@thd: 2 Tarefavale QfESB Customer Supply as a business name

A { a 9and{ 9 !ufdarstanding of the supply/networks role isagbexcept for meter reading
responsibility (57% df a 949% of[ 9 |b&li@ve supplier is responsibje)

A tm: 2F w2L {a9Qa (1yS¢ GKFG 9{. DbSGg2Nya oI

A yrz 2F w2L [9!'Qa (ySé GKI G 9¢éf powdrilue2 NJ a 6|

Q¢ QX

Interest in novel pice and tariff options: Rol lusinesses are interested in more frequent price
revisions, ad would consider switching to suppliers who could providdional information on
usage(associated with Smart Metersy dual fuel offeringsdefined as including a single bill and
when coupled with a discount)

A 41%2 F w2 IbeligvatBa®@idnual price setting ithe best matcho their business needs;
A 43%2 ¥ w2 helievedtHat@riaual price setting ithe best matcho their business needs;
A Availability of reatime information on usagésuch as available from Smart Metefi®m a
supplier would increase switching likelihood amdngsiness consumets that supplier-
65% of business consumers who do not currenlyehautomatically read meters expressed
an interest in switching if an{affice-display was provided; 60% expressed an interest in
switching if reatime online billing information was provided;

A 4% ofw2 L {who%B@ also consumers of natural gasl40% ofw 2 L (id ar@also
consumers of natural gas expressed an intenest dual fuel tariff.Offered in conjunction
GAGK I mMm>: RAAO2dzy (X cor 2F ylFddz2NFt Il a 02y a
[9!' Q& alGlGSR 'y AYyGSNBad Ay agAlGOKAYy3IO

North ern Ireland Business Consumers

Switchingand switching patterns The level and awareness of switching options suggests
competition is not strongvith NI businesses less likely to switch than Rol businesses and much less
aware of the available electriciguppliers The low level of shopping around (considering multiple
suppliers when considering switching) suggests a low level of engagement among the business
consumers in the electricity supply market. Cassthe most common factor cited in the switclgn
decision.Good service provided by supplier was thest commonly statedeason for not
switchingamongo 2 (0 K 4nd[99Q3aQ & @

A 20%2 ¥ b L hajeaswitthad and 22% have considered switching over the last 1theon
where switching occurred 68% dit consider any other supplier;

A 16%2 ¥ b LhaJe SwitdDed and 35% have consideredtaing over the last 12 months
most[ 9 | (4®%) who switched didot consider any other supplier;

A hy | SN 3Ss bL {a9Qad O2dzZ R alLBy&!| 956&dzaf &9 NBOI
customers, the average recall was lower at 1.5 which means that in many cases no other

addzLJLJX ASNJ g a NBOFHffSRO® hy @SNFX3aSs bL [9! Q&
{a9Qazx (GKAA&A adz33asSada I LRLN {y2¢6fSR3IS 2F I
Ay 2F {a9Qa IyR yy> 2F [9! Qa ¢K2 KIFIR agAi0OK:
F&d F FLFEOG2NI Ay (KS RSOA&AA2Y (G2 a6AGOKO® G20
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switch identified god service provided bieir currentsupplieras areason for not
switching.
Experience of switching process and benefits deliveréémong those businesses who have
switched, there was aigh degree of satisfaction with all aspects of #watching processWhile a
large majority of LEU businesses balig@vhe benefits had been delivered, a significant minority of
{ a 9diaot agree that the expected savewere delivered.

A ForNI SME businesses who have switched in the previous 12 m@it#sfound the process
easy and 69% stadiethat the bill reductionwas as expected. 85% would consider switching
again

A ForLEU SME businesses who have switched in the previous 12 m8a#hgound the
process easy and 81% stdtthat the bill reduction was as expected. 81% would consider
switching again

Level and gality of competition: Satisfaction with the level and quality of competition is low for

both{ a 9a@@ 9 | Q audinessbslbeli@ve that prices are higher than in other jurisdictions and a
high level of profit contributes to thisBusinesses believedhthis puts their business at a

competitive disadvantage to businesses in other countries. Combined with the lack of knowledge of
the available competition, this suggests a lack of engagement by business consumers and lack of
effective communication amanelectricity suppliers in the NI business market.

A 18%of NI SME businesses were satisfied with the level of competition, 22% were satisfied
with the quality of competition;

A 26%of NI LEU businesses were satisfied with the level of competition, 26¥%satiséed
with the quality of competition;

A Businesses perceive a high level of profit in the pricing of electricity (SME: 19%, LEYJ: 14%)
greater than theperceived level o dzLJLJX A SNIS&H 1@Xa @R 4 mm: o6& { a
[ 9 QaT

A ccex 27T { #:9 @iF bpyeRetigasicish electricity prices are higher than elsewhere
-odr 2F { a9Qa belerethat re:pricesfare[machighar;

A 3% of{ a 9adRd51% of[ 9 !b&li&ve higher prices put their business at a competitive
disadvantage to busésses based in other countries

A However,68% of SMEs arnB% of LEUs do netviewtheir electricity usage moreften
than once a year

Understanding of the PES role and Supplegtworks role differenceThe different roles of the NIE
businesses are not well established amgng 9 Qa | .yTHs réflécts Deilower level of market
awareness which may haeeconsequence of reducing or inhibiting levels of switching as some
businesses are concerned about reliability of supply and speed of repair if they switch from NIE ES.

A 59%0ofb L {an@cCiii: 2 F abelawafe®f NEEErgyupplyas a business name

A nwx: 2F bL {a9Qa (yS¢s GKIFG bL9 ¢NIyaYAaarzy |
power failures, 31% stated NIE ES was responsible;

A poz 2F bL [9!Qad 1yYySse (GKFG bL9 ¢NIXyavYAaairzy I

power failures, 29% ated NIE ES was responsible;
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A Among NI business consumers who had not changed supplier in the last 12 months, 32% of
{a9Qa FYyR uwp:r 2F [9! Qa aidlGdSR GGKIFG O2yOSNya |
reliable supply of electricity was a factor irfth NJ RSOA aA 2y y2i (2 aéAioK
Ho 2 2F [ 91 Qa adl SR GKIG O2yOSNYya Fo2dzi ¢KSG
a power outage was a factor.

Interest in novel pice and tariff options: NI businesses are interested in more frequegmice
revisions, ad would consider switching to suppliers who could providdigonal information on
usage(associated with Smart Meters} dual fuel offeringsdefined as including a single bill and
when coupled with a discount)

A 43%2 ¥ b L befewe th&annual price setting ithe best matcho their business needs;

A 40%2 ¥ b Lbeliev@ th@ainual price setting ithe best matchto their business needs;

A Availability of reatime information on usagésuch as that available from Smart Meters)
from a supplier would increase likelihoaaf switching amondpusiness consumets that
supplier 56% of business consumers who do not currently have automatically read meters
expressed an interest in switching if anafiice-display was provided; 50%ressed an
interest in switching if reaime online billing information was provided;

A 35%ofb L { \ah® édasumers of natural gas are alaod53% ofb L [ who afea
consumers of natural gas also, expressed an inténestdual fuel tariff. Offeredin
O2yedzyOQliA2y GAGK | mMm: RAAO2dzyl(x cm: 2F yI idz
Jra O2yadzYAy3d [9!'Qa adlFdiSR Iy AyuSNBad Ay &ag.
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2. Research background

The research was completed between January and March 2010. The research was undertaken by
The Research Perspective, a market and customer research comybéety specialises in utility and
service industries. The Research Perspective has a reputation for delivering insightful research with
strong statistical and market research expertise. mehergy sector, The Research Perspective is
currently has also been engaged by Sustainable Energy Authority of Ir8BAlto provide market
research and experimental design capabilities to the National Smart Meter pilot in the Republic of
Ireland.

Mar ket background

The Single Electricity MarkeSiEN) came into effect on the 1st November 2007, introducing a single
wholesale market for electricity on the island of Ireland. In recognition of the potential benefits of
competition, in March 2007, The Comsian for Energy Regulatio@ ERand the Northern Ireland
Authority for Utility RegulationNIAUR signed an addendum to the original 2004 MoU1, Section 6
of the SEM Memorandum of Understanding states that;

G/ 9w YR bL!!w gAff dntahdthérmonised approaéhlidtidBgulatondd2 y a A a
the wholesale and retail markets in a manner which supports effective competition and equal

treatment of participants and customers regardless of their location. Such approach will encompass
application of he same principles of regulation to:

a. ESBPG and PPB, including-fimging arrangements:
b. PES in both markets, including:

i. ring fencing arrangements;

ii. tariff/revenue regulation;

iii. economic purchase obligations;

iv. the operation of PSO arrangents.
c. and for all suppliers:

i. supplier switching arrangements/requirements;
AA® O2RS&a 2F LINI OGAOSE

Since the markets were fully openedNiorthern Ireland KI) and Republic of IrelandRO),

competition has progressively developed in the indusaiad high energy user sectors of the market

and these customers are no longer subject to prisgulation. In Rol, there is alsompetition in the

small and medium sized enterpris€iMB sectoss. In NIwhile there is competition in the SME

sectors, The tility Regulator still regulatesthe tariffs of SME®nN the same fixed annual basisfas
Domestic Customers. In February 2009 the CER welcomed the entry of Bord Gais Energy Supply and
Airtricity into the previously uncontested ROI domestic market, &jiprox23% of domestic ROI
customers having switched I8pring 2010Domestic competition in NI is stilb be developed.
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Purpose of the research

TKS {9a /2YYAGGSS | LIWNRGSR | LINGdalghioh fesidérdiaNdandi K S w!
business (SME Large Electricity Uset@_EV) consumer attitudes anexperiences of the electricity

market across the island in both retail markets north and south.

The RAs see the potential benefits of retail competitiomtmudecompetitive pressure on supply
mardAya yR 2LISNIGAYy3I 02ad0aT Ayy20FG§A2Yy Ay GFNARFT
and better ability of customers to reflect their own preferences in how they buy.

This researclbovered domestic and business (SNMH_EU customersand focusé on determining
the level, quality and benefits of competition in each sector and market as perceived by the
consumer. The research included the following areas:

() Atitudes to supply services and general awareness of competition
(i) Switchingand the experience of the switching process
(iif) Consumer interest in variable tariffacludingannual/birannual/quarterly tariff reviews;

(iv) Consumerriterest in dual fuehnd smart metersofferingsin the context of switching.

Structure of the surv eys

The objective of the research was to address the four identifiedsayBevestigation across the

three identified customesectors (residential, SME and LEU) across the two jurisdictions in a manner
which is sympathetic to the differences betwesattors, differences across each jurisdiction but

also allows conclusions to be drawn acrbeth markets.

MNaorthern Ireland Republic of Ireland
][
Jurisdiction specific modules Overlapping modules Jurisdiction specific modules

Cummun modLls

Figurel: Structure of Residential Survey in NI and Rol

! For the purposes of this research, a large electricity user is defined as use of greater than 500 Mwh per annum.
Respondents to business surveys were asked to verify their level of usage and this was validated against external sources to
ensue correctness of allocation.
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In order to achieve these objectives, the structure of the residential survey, shokigurel,
included:

1. Modules which & common to both market&uestions relating tgotential variable tariffs,
the impact ofsmart metersderived offersand dualfuel offeringson interest in switching

2. Modules which arspecific to each markdtut follow a similar structur@and vary onlyn
specific details such as the name of the RfgSeral awareness of the PE® consumers
understanding ofhe role of electricity suppérscompared to that of the
transmission/distribution or generation businesse¥ perceptions of the PEBandsand

3. Modules which ardistinct to each markefThe modules associated with actwaimpetition
and switchingvere asked of Rol residential consumers. NI residential consumers were
asked about their perceptions of why there was no competition and their &agiens of
potential future competition.

A commornsurvey for bothPSME and LEU surveyas developedvith differences at a module level
reflecting the common experience of the range of business consumers as well as ensuring full
comparability of respotients across these surveyghe structure of this survey is shownRigure2.

The market differences between Northern Ireland and Republic of Ireland relate only to the specific
electricity suppliers and PES. Therefore, thalgimed business survey includes more common
modules than the residential survelhe module assessing the level of interessmart meter
relatedoffers is the only module which was not appropriate for all respondents as ibmlgs

applicable to those atsumers who do not currently have meters which capture tinased usage

(e.g. every 15 minutes) as the other business consumers can already avail of smart meter type
benefits of increased usage information and time of use type tariffs.

SME & LEU Low/medium usage SME

Common modules Usage specific modules

Figure2: Structure of SME and LEU survéyshe NI and Rol
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Data Collection Met hodology

The data followed best practise methods gdbcesse®xecuted under internationally recognised
guality standards The data collection used a combination of quantitatilata collection

techniques: he residential surveys used fatieface inteviewing; the business surveys used CATI
(computer assistetelephone interviewiny

The sarple size for each survey is showrFigure3. The sample siz&as designd to ensure
efficient represetivity acrosssectois andmarketswhile constrained in the case of the LEU sector in
the NI market by the number ¢f 9 |irCil@at market.

Sample . .
. P Residential SME LEU
Size
Republic of Ireland 780 400 150
Northern Ireland 750 400 100

Figure3: Sample size fioeach sector and market surve

Business surveys

Thebusinessurvey fieldwork was completed by Millward Bno Ulster using th&€omputer Assisted

Telephone InterviewingCAT) systemin their facility which i9oth the ISO900ktandardand The

Interviewer Quality Control schemeertified. In the context of this research, telephone interviewing

was selected as it is both fast and accurate. AdoptiegGATI systemeliverssignificantadditional

jdz £t AGe O2y (iNRt 2 @S Nire8pdrSe. Relephbne intgrRewitigdsSarticljlsoizl € A G &
appropriate for business respondents because calls can be easily scheduled for times when the
respondent is available and flexible enough to allow reschedulilg & K2 NIi y2GA 0SS |4 (K
request

Residenti al surveys

The residential survey fieldwork was completed by Millward Brown Ulster and Millward Brown
Ireland using facéo-face interviewing in the respondents homeThe main benefit of faceo-face
is the ability to show relevant information on car@sich a visual cues or reminders of advertising
copy or brand logos). In the context of this sunagmples were used of-imome display (IHD) and
bills showing reatime usage informatiomssociated with smart meter relateaffers.

Representivity of the survey

Thefaceto-face surveying methodology requires careful management to engmesentivity. This
was achieved by selecting sufficient and representative sampling pointee Republic of Ireland
the survey was conducted at 75 locatiohsNorthern Ireland the surveywas conducted at 55
locations. The locations wereandomly selected based upon district electoral divisiomsROI) and
electoral wardsii NI). Within each samplingpcation, interviewersvere set strict interlocking

guota cotrols to achieve, calculated on age and class targets within ge@derall, @mographic
guota controlswere based upon the latest Census / Central Statistics Office population estimates
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On the case of the businesarvey the population from which respaents were randomly drawn
was checked for representivity across sdrtors and other demographic dimensions both during
the survey andipon completion of thesurvey.

Finally, the respondent sets weohecked for representivity across other market speatfiimensions
in the differentmarketsand for bothresidentialand business sectosich as use of different
electricity suppliers or payment methods.
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3. Attitudes to supply services and awareness of competition

Consumer awareness of and attributes towards Public Electricity
Suppliers

A number of potential enablers or barriers to competition which relate to the PES were analysed:

9 The position of the PES brand within the markets as measured by the association between
the brand and service attributes such adue for money or reliabilitythis may positively or
negatively impact on the level of competition in the market

i The awareness of the separation of PES from transmission and distribution company. This
assesses the degree to which the supply businesg#&rded as distinct from the other
businesses in the publutility;

1 The level of awareness of theles of dectricity supply companiegs-a-vis
transmission/distribution businesses

An examination of the combination of thei@ee dimensions allows amssessment of the degree to
which competition can be successful.

The PES brands

The position of the PES brand (EESBnd NIEES within the markets may impact on the level of
competition. For instance, the PES brand could be strongly associated wibgeasts of the
O2YLISGAG2NRa OFfdzS LINRPLRAAGAZY A 0adzOK Fa @It dzS
development of competition suppliers.

For the residential sectothe PES @arentbrands(ESB and NIE)ere measuredn preference to

the speciic PES brand (ESB CS and N|bdea)ise residential consumers may be unaware of the

PES brand distinction or confused by the PES name, using the PES parent brand is an effective proxy
for an assessment of the PES brand. Withécontext of thefaceto-face interviews by presenting
respondents with a list of terms that could be potentially associated with the PES in that market.
Respondents were asked to selegtto 3terms which they most strongly associated with the PES
without any constraint orthe number of terms they wished to selecThe same set of ternvgas

also presented to business respondents. However, business respondents were unconstrained in the
number of terms they could seleeteflecting the methodological differences between the

telephone basednterviewing used for the business sectors and the fcéace interviewing used

for the residential surveys.

The termgeliable, efficient and monopolywere most commonly associated with NIE among NI
residential consumers (shown in Figufe Mote that this does not identify which aspects of NIE are
associated with these terms. However, it should be noted that consumers typically associate
YeliableCwith the provision of electricity supply. This will be further explored in the nextaecti

ConverselyCommitted to renewableenergy(associated with NIE by 6%belp customers to reduce

their energy usagdassociated with NIE by 5%)odern(associated with NIE by 9%ndvalue for
money(associated with NIE by 7%) were least often assedi This suggests a brand image

focused on the core provision of electricity and not yet focused on added value services which could
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be associated with an electricity supplier. Similarly, the combination of the strong association with
monopoly(at 35%)and low association witkialue for money(at 7%) suggests a residential

consumer that the market is not delivering the benefits that they expéicthould also be noted

that 8% of respondents did not associate any of the presented terms with NIE.

Reliable 45%

NIE is mast like ..c.uu...
[Efficient 41%

Manopaly 35%
Clear B easy to
understand bills 21%

Trustworthy 15%

Strong 13% '

Committed to
Maodearn 9% ren=wable anengy 6%

Value for money 7% Help customer to
reduce energy use 3%

Figure4: Percentage of NI consumers who selected each of the ternr
one they most closely associated with NIE (max of 3 selected)

ESB is most like .........

Refigble 54%

Efficient 47%
Monopoly 27%

Trustworthy 25%

-~

“E Good service when | =
have query17%

Clear & easyto
understand bills 15%

Wadem 14% Help customerto

reduce energy use 8%
Value for money 14%

Committed to

renewable energy 8%

Figureb: Percentage of Rol consumers who selected each of the te
as one they most closely associatedth ESBmax of 3 selected)

Figure5 shows the results of the same questions for the Rol residentialesuand shows similar
patterns. Reliable andefficient are also selected most ofterMonopoly remains a commonly
associated ternfchosen by 27% of respdents) while progressive terms suchcasnmitted to
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renewable energy(8%),help customers reduce energy ug&) are much less often chosevialue
for moneyhas a low association at 14%lthough higher than the equivalent figure for NI.

Awareness of business separation between PES and associated
transmission/distribution business

The transition from sole provider to competitive environment involves the emergence of new

distinct entities- ElectricitySuppliers. In a preompetitive market, the consunmeloes not

distinguish between the entity which generates, transmits or supplies the electricity. In an early
competitive marketthe identity of the supplier as distinct from the entity responsible for

transmission and distributioneedsto emergeto enmurage switching As the market matures

through competitionor regulatory interventionthese identites should become distinct and well
understood. Guidelines for this informational unbundling were set out in the ERREGI | (1 dzA4 wS @A S
on DSO unbundlingitll Reference to Guidelines of Good Practice on Functional and Informational

Py odzy REAY3 F2N) 5440 KRefEMMIRR2005).{ @ aGSY hLISNI G2 NAE
Thisphenomenoncan be measured in terms of awareness of the PES business Régneet on

the next pageclearly shows that in the competitive residential and business markets in Republic of
Ireland, ESB Customer Supply is recognised by most consumers. In contrast, the level of knowledge
of the PE$s lower in the precompetitive Northen Ireland residential markeas expected

However, it is also lower in the competitive SME and LEU markets in Northern laeldridis is an
indication of a lack of awareness among SME and LEU consumers of the market structures
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Role of Electricity Su pply Company

Whilethe establishment of the distinct PES brand name is one measure of matfictympetition

in the market, of greater importance to the encouragement of competition is the correct assignment
of roles. One of he inhibitors to switchings consumer perception that the switch will require

physical disruption (changing of the physical distribution infrastructure) and risk of reduced
reliability with the new service providerhis is of course not unique to electricity and is common
acrossall utilities (such as water, natural gas or telecommunicatioi@gecific tcelectricity supply,

one potential area of concern faonsumers considering switchimgwhetherthe electricity supply

will remain reliable and whether outages will be repaitgdtheir new supplieas effectively as the
original supplier This apprehension is based @misunderstanding of the division of roles between

electricity supply anghetworksbusinesses.

Northern Ireland

Republic of Ireland

e /
s s 86%
s s
Yoy . . oy
S 5% Residential
s s
s s
Ve s
p e
S S
e L
S
o B
v
/ /
NET&D NIE Energy Supply £58 Networks £58 Customer Supply
//
eyl
7
s
S
s
S
vyl
SME -
~
s
o
’// e s
// //
NIET&D NIE Energy Supply ESB Networks ESB Customer Supply
yd pd 95%
,/,// ////
s o ys
e 69% s
s 7
s s
d - 4 ,
o LEU s
7 7
o S
L S
S S
j;j/ P i P
/ /

NET&D NIE Energy Supply

ESB Networks ESB Customer Supply

Figure6: Awareness of the business names of the PES and distribution syster
operator by sector and market

To investigate the potential prevalence of this confusion ammmgsumersrespondents were asked
to assign responsibility for a range of roles to the transmission/distribution provider and their
current supplier (always NIE Energy Supply in the context of Northern Ireland).

19| Page

(c) 2010 The Research Perspective Ltd



Figure7 summarises the results for Residential customers.

Role NIET &D NIEES 52y Qil ESB Current 52y Qi
know Networks  Supplier know
Responsible for powsd
. . 34% 42% 23% 56% 28% 15%
failure repair
Maintenance of gd 37% 33% 28% 56% 25% 18%
Responsible for Metej
p. 11% 65% 23% 17% 64% 16%
Reading
Responsible for billin
. 1 10% 66% 22% 10% 74% 14%
and payment

Figure7. Residential kowledge of respective roles of supply and transmission/disuiiion businesses in
Rol or NI

In the Northern Ireland markethere isa high level oR 2 ¥ Q (i, wHickr&flécts the lack of
differentiation between the different roles in a p@mpetitive market.However, among
respondents who did state a view there sva higHevel of confusion iterms of the differentroles.
For the key roles of maintemce of the grid and respondily for power failure repair42% and 33%
respectively believed that NIE ES was responsible. As has been stated above, thisaslikaly

an inhibitor of switching if competition appears.

In the Republic of Irelanaloseto half of the respondentsould notcorrectlyassociate the key roles
of maintenance of the grid and responsibility for repair of failures withnetworks ompany.

While lower than the equivalent scores for Nlisistill reasonable to assume that this is acting as an
inhibitor of switching among these respondentBhis issue is explored in secti®mwhich deals with
reasons residential consumers provided not switching.

While onfusionalsoexists for other areas such as meter readirgg(lts included inhe above

figure), interaction with the regulator or power generation (also measured but not included in this
report) isexpected and unlikely to imgaon switching behaviowas these are not of immediate
relevance to residential consumers.

For the SMEector(in Figure8) in Northern Ireland, the level of knowledgesisperior tothe
residentialsectorbut a significant minoty of respondents misidentified the key attributes of power
failure repair (31%) and grid maintenance (26%) contrast, the SM&ectorin Republic of Ireland is
more knowledgeable about the relative roles of the market participavits just 13% of SEQ &
associating their current supplier with repair adwer failures and 10% associatimgvith grid
maintenance Thisagainreflects thegreater level of market understanding among Ra 9vihén
comparedwith NI{ a 9. Qa
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Role

Responsible for powg
failure repair

Maintenance of grid

Responsible for Mete
Reading

Responsible for billing
and payment

NIET &D Current

42%

48%

16%

10%

Supplier

31%

26%

56%

63%

52y Qi
know

25%

25%

26%

24%

ESB
Networks

7%

80%

30%

14%

Current

Supplier

13%

10%

57%

78%

52y Qi
know

9%

9%

7%

Figure8: SME Businessbwledge of respective roles of supply and transmission/distribution businesses

Figure9 shows the resultéor [ 9 |inCN& and Rol which are similar to the SME results. The NI LEU
results are of note athese figures show a surprisingly low level of understanding of key aspects of
responsibility for the maintenance and repair of the gaidong these businesses Wihigher levels

of electricity use.

NIET & D Current

Role

Responsible for powe
failure repair

Maintenance of grid

Responsible for Mete
Reading

Responsible for billing
and payment

53%

60%

16%

8%

Supplier

29%

23%

60%

72%

52y Qi ESB

know Networks
18% 81%
16% 80%
19% 36%
18% 8%

Current
Supplier

11%

9%

49%

79%

52y Qi
know

7%

10%

9%

9%

Figure9: LEUBusiness knowledge of respective roles of supply and transmission/distribution busses in
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Understanding of electricity pricing

Residential and SMBrsumergypicallyhavea lower level of understanding of the cost of products
and services they consunaad this would be expected to apply to electricity as wetr[ 9 |, & a
largerand more sophisticated businessdise expectation in advance of the research was that there
would be a greater understanding of how electricity prices relate to input costs

Therefore, it is not reasonable to expect tHata 9 aRdresidential consumesgould provide an
accurate assessment of the actual breakdowi#oweverthe responseglearlydemonstratethe
perceptionof how the price is established and understanding ofrédative contribution of input
costs (the price of fuel), infrastructure ceggrid), the efficiency of the supplier and the profit
margin of the supplierThese perceptions are significant as they will inform perceptions of value
and perceptions of the opportunity fand expectations diurther price reductions.

Figurel0a K2 g & (G KS NI a A dtBndtidriof the b@akgowrda¥eBttdtifosts for NI
and Rol There is a striking similarity in the estimates from both NI and Rol respondighta high
level of profit assumed by respondents f2@mong Rol and 24% among NI).

NorthernlIreland Republicof Ireland

Profit made by
——the-electricity
supplier, 20.53%

Profit made by
the electricity
supplier, 24.00%

Electricity

Electricity
suppliers cosats,

suppliers costs, s -
13.00% Electricity grid

maintanence
and

development

_ costs, 16.32%

_ Electricity gri
maintanence and
development
costs, 17.00%

Tax, 15.80%

Tax, 15.00%

Cost of oil and
-~ Costofoilan
gasused in
generation,

31.00%

"

gasusedin

generation,
36.40%

FigurelO: Residential understandingfaelative contribution of electricity cost components

In the context of the Rol market, the implication of this estimatdthe profit componenis that
consumers believe that there is additiormdportunity for discounting and this may impact on
satisfaction with the levedf competition if additional discounting is not made available.
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Most residential consumers are not able to directly compare electricity prices in their own markets
with those prevalent in other markets. Therefore, perceptiohghe level of pricingn both markets
compared to other EU markets (including the Great Britain market which is predominantly
competitive in the residentiasector) primarily reflect media coverage. As such it does provide
another assessment of the perceptions of value egmains a usefuindication of residential
expectation of potential savings associated with greater competitibheresults for this question,
asked of residential customers, akown inFigurell. Itshows very similar responséem both NI
and Rol residential consumers with large majesit(NI: 76%; Rol: 77%)sidential respondents
believing that prices are higher in their market than elsewhere.

Northernlreland Republic of Ireland

0, 0,
Much less 76‘/0 Much less 77A)

expensive, 2% expensive, 2%

Less expensive, Less expensive,
a% 3%

0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%

Figurell: Residential consumer perception of the relative price of electricity compared with prices in other marke

Gomponents of the price makap for SME and LEU consumers in NI and Rol arersimdwgurel2:

SME LEU SME LEU
Profit made by the electricity supplier 19% 18% 16% 15%
Cost of oil and gas used in generation 40% 39% 40% 43%
Prices much more expensive than EU corguar
. P 39% 32% 41% 59%
countries
Prices more expensive than EU comparison coun 27% 34% 32% 23%
Total (prices more or much more expensive) 66% 66% 73% 82%

Figurel2: Businesainderstanding of relative contribution electricitgost components

Whilethe estimate of the component associated with tbest of fuel used in generaticare closer

to the real figure than the equivalent residential figuréise SME and LEU figures in both markets
alsobelieve that the suppliers arhe profitability of suppliers.This suggests thdt a 9aRd] 9 | Qa
still believe that there is further opportunity for price reductiomhe price comparisons of electricity
in each market when compared to other markets are also shovigarel2: In Northern Ireland,
fewer businessebelieved that their prices were highéran businesses in Rehere 82% oRol
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[ 9 |atWar3% oRol{ a 9HRl@veelectricity pricego be higher, compared with 66% for bothIN
{a9QadL R! Qa

Business respondents were also asked about the impact of the cost of electricity on their business.
In both markets, a large majority of respondents believed that it is a significant challenge for their
businesgshown inFigurel3) with similar scores fof a 9i®kibth markets while LEU scores for NI
arelower than for Rol.Figurel4 shows that smaller majorities belietieat the cost of electricity

puts their business at a competitive disadtage.

The cost of electricity i
a significantousiness
challenge for my
business

H Agree

B Strongly agree

SME LEU SME LEU

Rol NI

Figurel3: Challenge of electricity prices on business

The cost of electricity
puts my business at a
competitive
disadvantage to
business based in othe
EU countries

W Agree

B Strongly agree

Figurel4: Impact of electricity prices omompetitive with businesses in other markets
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However, it should be noted that whila majority ofbusiness consumergerceivethe price of
electricity asa significant challengdusiness respondentgported alow level ofreviewing of usage

and assoeited cost within the business. As shown kFigure 15, 19% of SME consumers never
review usageind 12% never rewe the costwhile 43% review usagennuallyand 49% review cost
annually As expected with the greater level of usage among LEUSs, there are only 3% who never
review usageand 2% nevermreviewing cost However, 43%started that they reviewed usag
annually with 51% stating that they reviewed cost anfyuaFigure16 shows similar trends for
Northern Ireland business consumevgh higher levels oflon®knowreflecting the lack of reviews

51%

9% 9%

2% 3% 3% 2%

Annually Everythree Everytwo Monthly Never  Don'tknow
months months

B LEUCOST mLEUUSAGE

Figurel5: Reguérity of review of electricity costand usige amongRolISME and LEU sectors

Figurel6: Regularity of review of electricity costs and usage amdibgSME and LEU sectors

These scores suggest thatmajority ofbusinesssin both Northern leland and Republic of Ireland
are nottracking electricity usage and cost at the level required to control their usage and associated
costseffectively.
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