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OPEN SESSION:

1. Welcome, Introductions and Declarations of Interest

1.1.

1.2.

1.3.

TM welcomed all attendees to the Strategic Panel (“Panel”) Meeting, and noted that apologies
had been received from DM.

TM reminded Panel members that, in line with Section 5.7 of the MAC, they were to act
impartially and not in the interest or as a representative of any organisation or individual. If
members believed they had an actual or perceived conflict of interest, they should declare this
at the start of the Meeting or before an agenda item. TM noted that potential conflicts in
relation to Item 11 ‘Market Improvement Fund Project Selection’ had been flagged in advance
by LD and CO.

The Meeting was declared quorate.

2. Water Efficiency

2.1.

2.2.

2.3.

ML provided an update on the progress of the Water Efficiency workstream, noting the
additional resource provided, the work in developing the Project Initiation Document (“PID"”)
which had been circulated in advance and the overall approach that had been taken to
developing the project.

ML outlined the ten strategic objectives outlined in the PID, noting that these had been refined
by the Water Efficiency Subset from a longer list, along with a set of desired outputs from the
Project and that the objectives and outputs had been mapped against each other to ensure that
they were aligned.

ML noted the key themes emerging from PID which were:
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The need to influence UK governments and regulators to show clear, visible leadership for
water efficiency and reflect this in policy and regulatory frameworks.

Developing stakeholder collaboration and mapping, including collaboration with RWG,
MOSL, Defra, Ofwat, and other expert bodies for efficient water management.

Supporting a data-driven approach and reports, including establishing a data schema for
non-household user segmentation.

Exploring financial and funding considerations, including exploration of water efficiency
funding sources.

Promoting incentives and economic signals, including gathering views around a water
efficiency levy.

Identifying positive and negative incentive options for different groups of NHH customers.

Developing market understanding and testing recommendations, including views on
proposals to focus engagement with the top 1% of NHH users.

Leading strategic planning and recommendations: including scoping a report identifying
water efficiency options based on existing models in non-household and household
markets.

Exploring communication and reporting opportunities, including a call for input on

information trading.

Taking an advisory role and bringing recommendations to external bodies including Ofwat
and Defra.

ML noted that water efficiency was a very busy space with lots of activity and that it would be
important for the Water Efficiency workstream to be aware of what was going on and to play a
role in coordinating activity and supporting other groups where appropriate. ML detailed the
other groups of stakeholders and workstreams that the Water Efficiency workstream would
need to ensure it took account of and coordinated with, these included: the Retailer Wholesaler
Group (RWG) Water Efficiency Subgroup; DEFRA; the UK Water Efficiency Strategy Group; the
Flourishing Market Roadmap workstream; the Market Performance Framework Reform
programme; the National Metering Strategy; the Data Assurance programme; the Cambridge
pilot being undertaken by DEFRA; ongoing work on tariff innovation by wholesalers; and Market
Improvement Fund Projects.
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2.5. The Panel discussed the update, including the objectives and outputs for the Water Efficiency

workstream as outlined in the PID, noting the following key points:

Potentially the greatest impact would be seen in putting the right incentives in place for
business customers. With this in mind, it would be useful for the MOSL and the Water
Efficiency workstream to develop a series of customer personas that analysed the
incentives and opportunities for each persona. These could potentially build on customer
personas published by MOSL.

ACTION SP13_01

Given the number of different groups looking at water efficiency and taking forward
different initiatives, there was an opportunity for the Panel to add value and help to
coordinate the work of these different groups by setting the strategic direction and
priorities, and thus focussing on matters where the Panel could “shift the dial”.

Tariffs were a potentially significant lever that could be applied to influence behaviours
and reduce consumption. It was noted that, at present, the Panel did not have a clear sight
and definitive list of what activity was being undertaken by wholesalers in relation to tariff
innovation and that there was a need for the Panel to do more to engage with water
companies on this issue. It was agreed that it would be beneficial for the Panel Chair to
write to each water company and request information on what they are doing in this area
as well as potentially asking for information on other water efficiency offerings, but that
activity in this area would need to be coordinated with the work being undertaken by the
RWG Tariff Simplification Subgroup and other relevant workstreams both of the Panel and
externally. The Panel noted the role of the Water Efficiency Subset was to support and
coordinate activity as appropriate to ensure alignment, and that it should not be crossing
over into areas where others were already taking work forward. As such the Panel should
seek to drive insight on tariff innovation and its impact on water efficiency but that it
should not look to get too involved beyond strategic input where other groups are taking
action. An offer from AB to help draft the letter to companies was also noted.

ACTION SP13_02

It was noted that wholesaler tariff trials appeared to be heavily focussed on the household
market at present and that any letter from the Panel to wholesalers seeking information
on their work on tariff innovation could also encourage them to expand their trials to the
non-household market.
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The work of the RWG Water Efficiency Subgroup and its Water Efficiency Roadmap were
noted and discussed, and it was agreed that the Water Efficiency Subset should look to
support them where possible to continue to ensure coordination of activity and that
progress in this area is delivered at pace. The gaps identified by the RWG Water Efficiency
Subgroup’s Water Efficiency Roadmap (water efficiency incentives for customers, funding
for water efficiency and the development of a national water efficiency strategy) were
noted as potential areas that the Water Efficiency Subset could pick up.

There was a potential disconnect between the activity required to deliver net zero and
water efficiency, both at an individual customer and policy level. This disconnect was
accentuated by the high water-consumption levels required for decarbonisation as well as
other priority areas (such as food security, innovation and data centres). As such it could
be beneficial for the Water Efficiency workstream to consider how customers can be made
aware of water availability within each water resource zone to assist them with forward
planning as well as potentially looking at encouraging the provision of guidance for
customers on the options available to them if there isn’t sufficient water for them to be
able to undertake a particular activity. The workstream should also be looking at how to
try and elevate awareness of the disconnect and make it part of policy conversations at
government level.

2.6. The broad nature of the Panel’s conversation on water efficiency was noted and it was observed

that it might be useful to revisit the overall objectives of the Water Efficiency workstream, to
ensure that they remain appropriate.

2.7. ML and the Panel’s Water Efficiency Subset members thanked the Panel for its input and
direction and agreed that the points raised would be incorporated into the next iteration of the
PID and picked up in as the workstream’s outputs were refined.

2.8. The Panel:

NOTED the Water Efficiency workstream’s Project Implementation Document.

3. National Metering Strategy

3.1. SFand MH provided an overview of the development of the draft National Metering Strategy

(the “Strategy”), which had been developed with input from PA Consulting, the Metering
Committee and the Metering and Data Subset.
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3.2. SF noted that the Strategy built on the Interim National Metering Strategy, which had been

3.3.

published in April 2023 which had been well received by the market, and aimed to support the
clearer, more ambitious smart meter roll out plans included by wholesalers in their revised
Water Resource Management Plans and ensure that the benefits of smart metering are
delivered to customers in the non-household market.

MH outlined the key themes and messages included in the current draft of the Strategy. These

were:

That the Strategy would be agnostic in terms of the choice of technology beyond the
requirement for the technology chosen by wholesalers to be capable of delivering granular
data sharing.

That a full roll out of smart meters should be achieved by the end of AMP9 in 2035.

That non-household smart meter roll outs should be carried out alongside household
smart meter roll outs.

That wholesalers should explicitly commit to ensuring all customers have smart metering
installed and that this should include replacing meters that are long unread, hard to read
and broken.

An expectation that wholesalers should make their smart metering rollout plans publicly
available in a consistent, easy-to-understand format (to be determined by the Metering
Committee) and publish quarterly reports on delivery from Q2 of 2025/26.

Wholesalers must ensure that all new data relating to smart metering (e.g. location, asset
information, etc) is accurately uploaded to CMOS and that MOSL would monitor the
accuracy of the data entered.

Wholesalers and retailers should work together to determine the best approach to
communicating with customers to raise awareness of the installation programme and
communicating the benefits of water smart metering.

Wholesalers will be responsible for ‘reading’ meters once the meter has been installed
and commissioned successfully and is designated ‘SmartAMI’ in CMOS (in line with
CPW142 ‘Wholesaler Smart Meter Reads’).

Meter readings should be entered into CMOS in accordance with the codes, i.e. at least
twice a year and that it is expected that this read frequency will increase to monthly for
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meters designated as SmartAMI in CMOS if CPW142 is approved. Obligations and
performance incentives to move to monthly for all meters within the first year of Market
Performance Framework Reform.

e To ensure meter data is shared in a consistent format, wholesalers will adopt the Data
Standard for Sharing Granular Consumption Data from non-households.

e Wholesalers will make hourly meter read data available online to retailers for all
customers with smart metering in an agreed format no later than the end of 2025.
Wholesalers to provide meter read data of set frequency (e.g. hourly) free of charge to
Retailers, subject to set-up charge. Metering Committee to consider fixed set-up charge
and charges for higher frequency of reads.

e Options and recommendations for how data can be shared between wholesalers,
retailers, customers and third parties will be incorporated into the final strategy
(dependent on the output from a discrete workstream).

e Where retailers are unable to provide data analysis services to customers, wholesalers
would be required to provide a minimum standard service either directly or in conjunction
with the retailer (covering aspects such as alerts to significant variations in consumption
levels and continuous flow alerts).

e Enhanced data analysis using granular data and related services for customers are
expected to become an increasingly important area of differentiation between retailers.
Retailers will be expected to notify MOSL which data services they provide, which may be
published. Where certain services are not provided (e.g. high usage alerts, continuous flow
alerts, etc), the Retailer is expected to work with Wholesaler to allow the Wholesaler to
provide them directly to the customer if it wants to.

e The Strategy assumes that customers own their data. Customers wishing to do so should
therefore be able to access their consumption data (e.g. via an app or portal), with
appropriate data analysis tools, within a set period of having a smart meter installed.

e Where smart metering is being implemented over more than one AMP period (i.e. beyond
2030) wholesalers should also implement metering improvements to existing legacy
meters to improve meter reading performance for Long Unread Meters, ‘hard to read’
meters, broken meters, old/inaccurate meters, age related meter replacement plans,
meter depths to help with communications etc. These should be more ambitious, given
the slower roll out plans to SmartAMI.
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An expectation that the market would work together with the energy sector to learn the
lessons from its smart metering rollout and that options for the integration of smart
metering technology between the energy and water sectors would be considered.

3.4. The Panel discussed the key themes and messages proposed for inclusion in the Strategy, noting

the following key points:

Choice of Technology

While the Strategy should remain agnostic on the choice of technology with a focus on
ensuring that whatever technology is used is able to deliver a defined level of granular
consumption data, it should be a requirement that the technology used is futureproof as
far as possible. This could be addressed by adding a principle that that wholesalers ensure
that the technology used is futureproof over the whole life cost of the asset within the
Strategy.

In some instances, customers may want to install or retain their own data loggers or to
install their own smart meter (particularly where they are not scheduled to be part of a
smart meter roll out for some time) and the Strategy should accommodate these scenarios
as far as possible.

Smart Meter Rollout

The overall direction of travel in terms of proposed smart meter roll outs was very positive
and Panel members emphasised the potential benefits of a nationwide smart meter roll
out.

Strong incentives for the delivery of smart meter roll outs would be put in place by Ofwat,
and the only potential additional ask the Panel could request of Ofwat would be to itemise
the deliverables between the household and non-household markets to ensure that the
non-household market does not get left behind if wholesalers need to make prioritisation
decisions at any point.

It was agreed that the MOSL team should work with the Chair to consider how best to
communicate the contents of the Strategy to Ofwat and to ensure that they were well
sighted of its contents prior to publication and that these communications, and the
Strategy itself, should emphasise the potential benefits of smart metering programmes.

ACTION SP13_03
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It would be beneficial to consider what could be included as part of the Market
Performance Framework Reform programme that would support monitoring of smart
meter roll outs to ensure that the way in which they are being delivered, and how their
delivery is being communicated, is done in a manner that is as helpful to consumers as
possible. It was noted, for example, that meter reading KPIs for smart meters in the
proposed MPF reform, along with market indicators would monitor the roll-out of smart
across the market.

The importance of customer communications was emphasised, including pre-roll out and
the issues experienced by the energy sector in how companies communicated and worked
with customers during their smart meter roll outs were flagged. It was suggested that how
these learnings from the energy sector could be taken on board as part of the non-
household water market’s smart meter roll outs should be included in the Strategy.

Sharing Smart Meter Data

The minimum data service provision requirements should be kept as low as possible to
facilitate competition and innovation. While, in an ideal world, these minimum data
service levels would always be provided by the retailer, the potential for these
requirements to act as a barrier to entry were noted. The need to allow an avenue for
wholesalers facing a requirement to deliver the nine per cent consumption reduction
target to act to address continuous flow and potential leakage if the retailer is not taking

action was also recognised.

The expectation that wholesalers should provide hourly meter data free of charge was
agreed in principle.

The rationale for charges from wholesalers to retailers being applied to the provision of
smart meter read data on a more-than-hourly frequency was that the provision of more
frequent data has an impact on the battery life of the meter and would therefore result in
increased costs for wholesalers.

Timing of Publication

The timing of the Strategy’s publication was designed for it to land before Ofwat’s final
determinations on PR24, as such the Strategy aimed to allow flexibility on how some
elements would be taken forward in order for it to be able to adapt to the final
determinations.
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Following discussion, the Panel noted the timeline for finalisation of the Strategy, which it was

anticipated would be published towards the end of March, and:

AGREED to delegate final approval of the National Metering Strategy to its Metering and
Data Subset.

4. Flourishing Market Roadmap Update

4.1. The Panel noted an update from ML on the progress made by the Flourishing Market Roadmap

4.2.

workstream in defining the Flourishing Market Roadmap (“Roadmap”). ML described the work

that had been undertaken in defining the current state of the non-household water market,

identifying how other markets have evolved and whether they have flourished, establishing

what the enablers are for a flourishing market and what market outcomes should be expected

and identifying the initiatives and activities required to move the market forward from its

present state and towards a future ‘“flourishing’ state. ML also outlined the approach to

developing a set of proposed ‘market metrics” which could be used in conjunction with the

Roadmap to track the development of the market from its current state.

The Panel discussed the update provided including the direction of travel for the further

development of the Roadmap, noting the following key points:

Panel members were highly supportive of the work undertaken to date and saw the
Europe Economics Report as a useful addition that provided a good set of case studies
from which learnings could be drawn. In particular other markets’ self-perceptions and
the extent to which they saw themselves as being far from ideal were noted. In this
context, it was noted that the Roadmap was likely to be more of a compass, setting a
direction of travel for the market rather than a set of discrete achievable targets that
would mean that a ‘flourishing market’ had been delivered.

While it was right for the Roadmap to be ambitious, there was also a need to be realistic
in terms of what is achievable within the context of the non-household water market. For
instance, it is likely to be difficult to get engagement from low-consumption businesses
particularly where the cost of water is relatively low in comparison to the cost of energy
and management of these two areas often compete for resource within organisations.
Similarly, the lack of a natural churn within the non-household water market in
comparison to other markets reviewed in the Europe Economics Report means that there
is a degree of natural inertia that the market will need to try and find ways to overcome.
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There were two main areas that the Subset needed to take away and agree before the
Roadmap could be drafted in a way that would be suitable for consultation. Firstly, the
Subset would need to agree a refined list of metrics from the current long list, develop
the supporting narrative around these to ensure that the behaviours they are trying to
drive are clear and to work with Ofwat and other stakeholders, such as DEFRA, to ensure
that the metrics are aligned with their vision and have their support (as far as possible).
Secondly, to refine the long list of activities required to deliver a ‘flourishing market’,
prioritise these as required and establish reasonable timelines for their delivery.

It was a useful exercise to start with a long list of metrics, including multiple orders to
metrics that recognise the breadth of factors at play in establishing a successful market,
the final list of metrics should be relatively short and focussed on the most important
factors. As far as possible the metrics included should only be those that are within the
market’s control and not subject to significant externalities. The narrative context that is
placed around the metrics would be vitally important in bringing the Roadmap to life and
it would be critical to ensure that this is delivered in a way that is simple to understand.

In narrowing down the list of metrics, it would be important (as far as possible) to ensure
that metrics that would be important to Ofwat as part of their considerations at the next
REC Review were included.

Some concerns were noted with the indicative timelines contained within the preparatory
materials, with the Customer Representative noting the importance of ensuring that
benefits are delivered to Group One customers in a timely fashion.

The potential for the Roadmap to replace the existing Panel priorities document and
become the umbrella under which the rest of the Panel’s work is delivered was noted.

Conversations within the retailer community about potentially relaxing some aspects of
regulation (such as price caps) were noted. However, although this was within the scope
of the Roadmap drafting, its delivery was not. Therefore, it was important to be clear that
while the Roadmap would touch on a number of areas, not all would be within the scope
of the Panel to implement.

4.3. Following discussion, the Panel:

AGREED the direction signalled by the Subset for the development of the Flourishing
Market Roadmap, taking into account the comments provided in the Meeting.
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e AGREED to delegate authority to approve the final draft outputs, which would then be
consulted on with the market, to the Flourishing Market Roadmap Subset.

5. Workstream Sponsor Progress Reports

5.1. The Panel noted the updates for each of its workstreams included in the Workstream Sponsors
Progress Report. In addition, the following points were discussed and agreed in relation to the
following workstreams:

Code Change Mechanism

5.2. The Code Change Mechanism review had now been completed and implemented and the next
phase of this work would be for MOSL and the Code Change Committee to track the benefits
delivered. The Panel noted that this workstream was now substantively complete and agreed
that it should now close.

Panel Success Measures

5.3. The Panel Success Measures was now substantively complete, with outstanding work on market
metrics now being picked up by the Flourishing Market Roadmap workstream, and the work
that had been delivered by it would now move into the Panel’s ‘business as usual’ cycle. The
Panel agreed that this workstream should now close.

Market Performance Framework Reform

5.4. The Market Performance Framework Reform programme continued to progress at pace and
was currently expected to complete in Spring 2025.

Water Efficiency

5.5. Despite the significant progress made since the last Panel meeting on the Water Efficiency
workstream, it should not be recorded as being ‘on track’ versus the delivery timeline originally
planned and agreed that the Workstream Sponsors Progress Report should be amended to
show this workstream as being ‘behind schedule’. The Panel further noted that the stated
objectives of this workstream might need to be revisited and redefined following earlier Panel
discussion.

ACTION SP13_04
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6. Tabled Updates

Customer Radar Report

6.1. The Panel noted the Customer Radar Report included in the Meeting pack.
Committee Progress Reports

6.2. The Panel noted the Committee Progress Reports in the Meeting pack.

7. Minutes, Actions and Schedule of ex-committee decisions

7.1. It was noted that the minutes of the Panel meeting held on 9 November 2023 (SP12) were
approved ex-committee and published on the MOSL website in January 2024.

7.2. The Panel reviewed the Actions Log. It was AGREED that:
e The action marked for closure?, as notified in advance of the Meeting, could be closed.
e The open/future actions® would be carried forward to the next meeting.

7.3. In addition, the Panel noted the schedule of ex-committee decisions for the period from 10
November 2023 until 04 February 2024.

8. AOB

8.1. There being no further business, the Chair closed the open session.

CLOSED SESSION:

9. Market Improvement Fund Project Selection

9.1. ML provided an overview of the governance of the Market Improvement Fund, including the
role and composition of the Market Improvement Fund Selection Committee, which was
established and appointed by the Panel, and the categorisation of the Projects which had been
put forward for approval. ML noted that the Panel was being asked to ratify the decision of the
Market Improvement Fund Selection Committee.

1sp12 01.
25pp8_09, SP09_01, SPO9_06 and SP11_03.
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10.2.
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11.1.
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SF noted that a paper on plans for the timing of, and approach to, the next round of the Market
Improvement Fund would be circulated ahead of either the May or July Panel meetings.

The Chair noted the potential conflicts of interests that had been raised by LD, CO and CB in
relation to the specific bids put forward by their organisations. Following a brief discussion, it
was agreed that if the Panel was happy to ratify the Market Improvement Fund Selection
Committee’s proposals as a whole then the discussion and vote would proceed with LD, CO and
CB but should the Panel wish to discuss any of the Projects, LD, CO and CB would recuse
themselves.

The Panel noted the process undertaken by the Market Improvement Fund Selection
Committee and:

e AGREED to approve the successful Market Improvement Fund project bids as proposed by
the Market Improvement Fund Selection Committee.

Trading Party Performance Escalation

SW provided an update to the Panel, detailing the background to the Market Performance
Committee’s (“MPC”) decision to escalate its concerns over the Trading Party’s performance to
the Panel and potential next steps.

Following discussion, the Panel:

e AGREED to delegate monthly monitoring of the Trading Party’s performance to the Market
Performance Committee and that the Panel should receive a further update on the Trading
Party’s performance at its May and July meetings where it would decide whether further
action was required.

Supplier of Last Resort — Bi-Annual Update

The Panel noted a brief update from SF on the work of the Panel workstream established to
review existing Supplier of Last Resort provisions and identify actions to mitigate risks over the
adequacy of the current interim supply process.

The Panel noted that this was a challenging area and that continued engagement with Ofwat
and DEFRA would be required to find an enduring solution.
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12.3.

12.4.
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AOB (Closed Session)

LD left the meeting.

The Panel noted an update from the Chair that, following a very competitive recruitment
process, JC had been appointed for a second term as a Retailer Panel Member and that Johanna
Dow (Business Stream) had been appointed as a Retailer Panel Member.

The Panel noted that the work of both the Metering and Data and Flourishing Market Roadmap
Subsets were reaching critical points with the publication of the National Metering Strategy and
Flourishing Market Roadmap anticipated before the next Panel meeting in May. The Panel
considered and discussed a proposal to retain LD as a member of both the Metering and Data
and Flourishing Market Roadmap Subsets beyond the end of her term of office as a Retailer
Panel Member and through to the next Panel meeting in order to retain continuity on those
groups.

Following discussion, the Panel:

e AGREED LD could continue as a member of the Metering and Data and Flourishing Market
Roadmap Subsets through to the end of May subject to her agreement and receipt of the
relevant paperwork establishing her ability to work in an independent capacity in the
interests of the market when acting as a member of the Subsets.

LD rejoined the meeting.

The Chair and the Panel put on record their thanks to LD for her contributions to the Panel and
its Subsets during her tenure as a Retailer Panel Member, noting the hugely positive impact she
had made in driving the Panel’s agenda forward and the value she had brought to Panel
meetings.

Reflections on the Meeting
The Panel reflected on the meeting.

There being no further business, the Chair closed the Meeting.
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