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Welcome and housekeeping

Steve Arthur
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MPOP Update

Mark Crowley/Steve Arthur
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Overview

¢ Update on in-flight activities — data improvement plans
¢ Forward planning for 2019/20
¢ Updates on emerging areas of focus

> Vacant premises

> Access to data

User Forum MPOP Update 5
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Key dash boa rd Cha rts MARKET OPERATOR SERVICES LTD
Value of settlement based on actual meter reads

£300m

E250m

E200m

£150m

£100m

Settlement Value (£m)

£50m

£0m

Settlement as per D1 values (prior to any corrective settlement runs)

Estimates: ~£26m (12%) \
e Historic reads: ~£22m (10%)
YVE: ~£2m (1%)

YVE cap: ~£0.5m (<0.5%)

ILE: ~£1m (~0.5%)

ILE cap: <£0.5m (~0.1%)

Trade Effluent: ~£16m (8%)
Assessed: “£1m (<0.5%)
Non-volumetric: £42m (20%) /

Settled on actuals:
~£130m
(60% of total settlement)
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Key dashboard charts o
Age of last meter read
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Actual consumption data
Meters not read within the past 12 months

MOSL

MARKET OPERATOR SERVICES LTD

Baseline Oct-18
Market Plan 170,629 159,676 152,445 142,355 133,426 125,994 116,856
Market Actual 170,629 170,223 179,596 172,327 168,595 166,860

Number of meters not read in 12

200,000

150,000

100,000

50,000

months

166,860

116,856

Baseline Oct-18 Nov-18 Dec-18 Jan-19 Feb-19 Mar-19

e \larket Plan

The data source for the charts is the D1 Disaggregated Settlement report (“D1”) for the relevant month

e |\arket Actual

% of meters not read in 12 months
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14.0%
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14.8%

m—
10.0% /

w— 10.7%

e — 7.6%

6.0%
4.0%
2.0%

0.0%
Oct-18

e OQverall market

Nov-18

Dec-18

Jan-19 Feb-19 Mar-19

e TP gverage leve| e====TP median level

The data includes all market meters as per the D1, excluding meters for premises flagged as VACANT in CMOS

The data excludes any meter read submitted with the read method as ESTIMATED, in order to ensure that the focus is on taking and submitting
actual reads. Read method types VISUAL, CUSTOMER and REMOTE are included, including where these are Initial or Transfer reads.
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MOSL

Estimated consumption data
YVE O and 1s

Baseline
Market Plan 77,442 25,276 12,243 9,870 8,622 7,923 7,317
Market Actual 77,442 27,007 27,227 26,636 19,914 18,780
Number of meters with YVE O or 1 % of meters with YVE O or 1
90,000 (retailers with >1000 meters)
80,000 2 0%
70,000
60,000 2.5%
50,000
' 2.0% .
o )Q 1.9%
1.7%
30,000 1.5%
1.3%
20,000 18,780 o —
, 1.0% / —
10,000 317
0 0.5%
@ % % % o ) o
Q Oct-18  Nov-18 Dec-18  Jan-19  Feb-19  Mar-19

=== Market Plan === Market Actual e Overall market =====TP average leve| =====TP median level
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Estimated consumption data
NULL YVEs

MOSL

MARKET OPERATOR SERVICES LTD

Baseline
Market Plan 452,771 366,149 335,780 323,380 265,403 258,539 243,817
Market Actual 452,771 352,878 326,568 324,498 314,822 296,898
Number of meters with NULL YVE % of meters with NULL YVE

500,000 (inc. retailers with >1000 meters)

450,000 20.0%

400,000
35.0%

350,000 —_
30.0%

300,000 296,898 ’ 36-9%

250,000 25.0% =

200,000 243,817 20.0%

150,000 15.0%

100,000 10.0%

50,000 5.0% 6.5%

0
0.0%
e ® % % o o o
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MOSL

Estimated Consumption data MARKET OPERATOR SERVICES LTD
NULL YVEs — read-across to long unread meters

300000 Of the 297k YVE NULL meters, 22k (8%) do not have an
actual read within the past 12 months
250000
12,000
10,474
200000 10,000
150000 8,000
6,000
100000 4,807
4,000
50000 2,079
2,000 1221352 g
. . . 382 291 136 97 131
0 0 I
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MOSL

Unpaired SPIDs
Number of ‘incorrectly unpaired’ supply points

80,000
73,087 Unpaired Water by company
12000
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1613
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40,000 0 H s -
30,000
24,548
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1000
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-
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Forward planning for 2019/20

An evolving approach to market improvement

MOSL

MARKET OPERATOR SERVICES LTD

Lessons learned on

Dashboards User Forum market improvement
and reports sessions approach

Data
improvement
plans

Enabling Enabling Greater understanding

efficient efficient of the most important

settlement switching areas for market
' improvement

Increased insight into
the root causes of key
market issues

I
Equitable and
effective Trading Party

market for Experience A growing body of
retailers ‘ evidence and

stakeholder input to
inform activities

MPS Trade
threshold Effluent
review Committee

OPS code Credit
change Committee

A solid basis of market
improvement activity

2018/19 to build upon

Im proved customer outcomes

Improved trading party performance
and accountability

A. High quality
customer,
premise and
asset data

C. Targeted
incentives to
drive service
and
performance

B. Timely and
robust
consumption
data

D. Data, tools
and insights to
drive efficiency
and innovation

Focused portfolio of projects with
measurable benefits

2019/20

Objectives

Programmes

N OR

Projects

User Forum MPOP Update \_/:I//
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2019/20 Market Improvement Plan

Improved trading party performance
and accountability

Forward planning for 2019/20

Guiding market

Improved customer outcomes

improvement
objectives

Market
improvement
programme

Candidate
project areas

User Forum MPOP Update

A. High quality
customer, premise
and asset data

A1 Match market vacancy
to its true level

A2 Improve the quality and
completeness of core
customer data

A3 Assess opportunities to
improve gap site process

A4 Assess opportuniti
improve process to make
SPIDs tradable

C. Targeted
incentives to drive
service and
performance

B. Timely and
robust
consumption data

Bla Long unread
reduction project —
address backlog and root
causes of meters unread
in 12 months

C1 Review and implement
changes to the Market
Performance Framework

B1b Long unread
reduction project —
specific focus on
resolving all meters
unread for 2 years+

C2 Enhance the overall
package of reputational
incentives

D. Data, tools and
insights to drive
efficiency and
innovation

D1 Enhance trading party
access to key data and
reports

D2 Assess opportunities,

benefits & issues around

wider access to market
data



Forward planning for 2019/20

¢ Consultation issued on Monday 11th
March to contract managers

¢ Deadline for responses is Thursday
28th March

¢ Please respond using the online
form

¢ If you have any questions or issues
completing your response, please
contact
Market.Performance @MOSL.co.uk

MOSL

MARKET OPERATOR SERVICES LTD

ltation
ent Plan Cornsul
5 ckat Improvern
2019/20 Mar

{(MPOP)
Morch 2003
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MOSL

MARKET OPERATOR SERVICES LTD

Central reporting on vacant premises

Vacancy to remain a key focus area in 2019/20, building on the
work that has commenced this quarter

¢ This month ¢ Movinginto
presentations 19/20,
from multiple identification
trading parties, and initiation of

¢ Last month data
presented on key
vacancy trends e.g.
change since

vacancy levels at MOSL and vacancy is
measured vs working group managed in the
. =
unmeasured sessions market P
- | premises "

=

market opening,
differences in

additional data
presented by

specific projects
to improve how

/

k///
User Forum MPOP Update

/



Enhancing access to key data and reports

Improved customer outcomes mproved trading party performance
and accountability °

MOSL

MARKET OPERATOR SERVICES LTD

Intention to assess opportunities and priorities for how trading
party access to key data and reports can be enhanced

* Also seeking to progress some early ‘quick wins’ in this area, for
example to support identification of potentially incorrect reads

-

~

I d l . h P I d Current Meter Read
n eve Op men t — access via t e For ta to ata on Submitted  Meter Read Date | Absolute | DaysOffset | Read  MeterRead  Reread Rollover  Rollover
Type Method Indicator Outcome
submitted reads with unexpected volume variances owms | meme | e o0 o lowmen | 1o temsw
Historic Meter Reads
Submitted  Meter Read Date  Absolute | Days Offset | Read  MeterRead Reread Rollover  Rollover Read
Read Type Method Indicator Outcome Excluded
28/09/2016 01/082016 67,404 0 P CUSTOMER. o o o
4 4 [ Jor2z » ¢ [ Janaines W~ & ~ 291172016 221072016 72,867 82 © | VISUAL 0 0 No Rollover [
Unexpected Mete[ Read VO]U”1e Va”ances 1110172017 28112016 75,148 119 c VISUAL o o No Rollover o
16/02/2017 281012017 78,909 180 c VISUAL o o No Rollover o
16/03/2017 2810272017 81,260 m c VISUAL o No Rollover o
“ARAET CRERATOR SEICES 7D
2710512017 2810412017 85644 27 c CUSTOMER. o No Rollover o
12/07/2017 281052017 87,732 300 c CUSTOMER. o No Rollover o -
Meter Manufacturer Meter Serial Number  Dailly ~ Previous Previous Cument Curent  Estimated Variance 1200712017 260062017 89476 331 € CUSTOMER [ Ho Rollover 0
Cons | ReadDate | Read |ReadDate| Reo Read 0810872017 280772017 91921 361 €  CUSTOMER [ Ho Rollover 0
@ Sensus_Meters_lperl N 0.00 010517 2 150318 998,298 3 998,205 221032018 280092017 96,443 423 € VISUAL [] e Rollover []
@ Sensus_Meters_lperl 958 010517 1917 270418 | 998,644 5368 993,276 T
[ Sensus_Meters Meiwin_Mn_& Byp |\ 6428 0111117 72,487 280219 1026 103,536 897,490
b £
@ Sensus_Meters_Meistream 75.30 28009117 96443 290119 = 525539 133,154 392,385 E 4000
i z
@ BYPASS_(With_MN) 58.96 13102119 99,024 13/0319 485 612 100,127 s
@ Elster 51.96 13/04/18 94578 26/1018 4395 4,443 100,048 ‘—’ /
B Actaris_Meters_Aquadis_+ 0.00 010517 5 191118 99,918 5 99,913 24000
8 Elster_Meters_V100 33.06  15/08/18 99,434 3000818 24 99912 99,888 2
B Sensus_Meters_620C 0.75  01/0517 338 2411218 99,660 794 98,866 —————— /
@ Sensus_Meters_620C 022 010517 339 1710518 99,286 423 98,363 i
& Kent_Meters_MSM_Conc. 0.03 010517 1,091 14/0618 99,083 1,104 97,979 [] 200 400 600 800 |~
Number of Days
—— absoluteReadProfie e~ Estimated Read Profie
——— ———
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Water Interruption Event — lessons learned

Don Maher

MOSL

PERATOR SERVICES LTD
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https://spark.adobe.com/page/VU8yTo2IH30g
U/
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https://spark.adobe.com/page/VU8yTo2lH3ogU/

Break

11:15-11:30
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Vacancies Wholesalers views including
Vacancy incentives

Matt Rix

Paul Stelfox

MOSL

PERATOR SERVICES LTD



MOSL

MARKET OPERATOR SERVICES LTD

Ofwat’s focus on Vacancy incentives

What do Ofwat expect from wholesalers?

¢ Nov 2017 — Ofwat write to wholesalers to say that, in order to...

“help improve affordability and fairness of charges [they are]... considering whether we should require
water companies to come forward with bespoke performance commitments for gap sites and voids
[to]... cover both the residential and business market”

¢ Dec 2017 — Ofwat publish their PR19 Methodology Statement which asks Wholesalers to...

“consider providing a financial incentive to retailers in the business market to identify gap sites and
occupied voids”

¢ Jan 2019 — Ofwat publish their initial assessment of business plans responding positively where companies
had included in their plans the introduction of vacancy and gap site incentive schemes for 2020 and beyond

Vacancies Wholesaler views 22



MOSL
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Wholesaler’s are keen for a workable solution

¢ Some wholesalers have now committed to introducing / are actively looking to develop
incentive schemes for April 2020

¢ Discussions between a number of wholesalers have highlighted that for any incentive schemes
to work effectively in the market

¢ Practicable and efficient vacancy challenge processes that provide simplicity for retailers and
wholesalers

¢ Standard industry incentive scheme which provides consistency and associated administrative
efficiency

¢ Scheme structured in a way which drive positive behaviours to support market data
improvement and minimise conflict/disputes

¢ To learn from the Scottish schemes and avoid the pain that the early schemes created

¢ Please note, this does not include discussion or agreement of incentive rates. Decisions about
whether to offer an incentive scheme and what rates would be payable is at the wholesa
discretion.

Vacancies Wholesaler views 23
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How do we move this forward?

Proposed approach and critical path

¢ Create a dedicated Retailer and Wholesaler Working Group with MOSL
providing facilitation and secretary support

¢ Objective is to take the various proposed approaches and the current
Scottish scheme and seek to develop a standard vacancy challenge process
and incentive scheme mechanisms

¢ Take the proposal through consultation with all trading parties

¢ Panel approval for any code changes at [PANEL DATE CRITICAL FOR CMOS 9
TBC] Codes Panel

¢ Any code systems changes delivered prior to/as part of CMOS 8.

Vacancies Wholesaler views
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Contents

What is the problem we are trying to solve?
What evidence is there in Yorkshire?
What might be causing the problem?

o o o o

Solution options

Document title here
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Vacant premises were a challenge before the NHH market

¢ The issue at the heart of managing vacant premises is optimising the cost of managing
them vs the benefits from increased revenue and debt collection

¢ In PR14 the incentive in England and Wales reduced as company revenues were fixed,
however there was still some incentive to keep customer bills low and it remained a
licence requirement

¢ Pre-market most companies conducted some proactive vacant premises activity, e.g. void
inspectors

¢ Vacancy rates have been previously impacted on by economic trends

¢ Vacancy rates have traditionally been higher in the North than the South due to
demographic factors

Document title here 26
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New challenges

¢ Since the NHH retail market was established, the number of vacant premises has
grown

¢ Previously MOSL provided a market summary report which showed vacant
premises increasing

¢ No market report has been published for some time

¢ Individual wholesalers are doing their own reporting and feeding back that vacancy
rates are increasing

¢ But currently there is not a central view of this

¢ There is limited understanding of why the number of vacant premises is increasing
and what should be done about it

Document title here 27



RRRRRRRRRRRRRRRRRRRRRRRRR

The PR19 challenge from Ofwat

Ofwat write to wholesalers to say that, in order to...

“help improve affordability and fairness of charges [they
are]... considering whether we should require water
companies to come forward with bespoke performance
commitments for gap sites and voids [to]... cover both the
residential and business market”

¢ No consensus amongst wholesalers whether incentives are an effective way of
manage vacant premises — it was tried in the Scottish Market but later abandoned.

Document title here 28
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What is the experience in Yorkshire?

YWS SPID Cores April 2017 R4 | August 2018 Variance Varlance
Aug 2018 R2 No

Measured vacant 14,723 16,173 1,450 10%
Unmeasured vacant 5771 6,788 1,017 18%
TOTAL vacant 20,494 22,961 2,467 12%
SPID Cores* 145,904 145,904 145,904 -
Vacant % 14% 16% 2%

¢ Increase in vacant premises of 12%, 2,467 premises

¢ Unmeasured has deteriorated at a faster rate than measured

¢ If we assume £600 revenue lost for each of these premise

¢ £1.5min lost wholesale revenue!

¢ Spread across the customer base this is an extra £10 for each customer

Document title here 29



EEEEEEEEEEEEEEEEEEEEEEEEE

How do charge types compare?

YWS SPID Cores Measured Unmeasured Total
Aug 2018

Occupied 110,232 12,711 122,943
Vacant 16,173 6,788 22,961
TOTAL 126,405 19,499 145,904
Vacant % 13% 35% 16%

¢ Unmeasured vacant premises double that of measured

¢ Measured — we can use consumption data to prioritise

¢ Unmeasured —we can look at the highest RV to prioritise

¢ No consumption information for unmeasured...

Document title here 30
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Reviewing consumption on vacant properties

For measured vacant accounts, consumption can be monitored by reading the meter
16,173 vacant measured premises

3,474 are long unread

12,699 have been read recently where consumption may be reviewed

2,600 currently have consumption recorded against them

o & o o o o

We then conducted a pilot which investigated a sample of consumption on vacant
premises

Document title here 31



Results of the review

Document title here

Investigations ongoing, 2,
11%

Leakage found, 2, 10%

Awaiting retailer to update
CMOS, 8, 42%

Retailer updated CMOS, 7,
37%

MOSL

MARKET OPERATOR SERVICES LTD

M Retailer updated CMOS
B Awaiting retailer to update CMOS
i Leakage found

M Investigations ongoing

32
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What might have caused vacant premises to increase?

There are three factors we believe are relevant

1. The new market framework
2. System and data challenges
3. Changes in the economy

Document title here 33
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1. The effect of the new market framework

¢ Retailers are responsible for the vacancy/occupancy flag

¢ When a premises is vacant, wholesale consumption charges often do not apply

¢ Retailers manage the customer debt —to manage profitability it is natural that they will
not want to incur wholesale charges unless they are confident that they can collect the
cash

¢ Wholesalers are not concerned about the retailer debt — they are concerned that a
premises may be receiving water free of charge which is not fair to other customers and
may adversely impact on leakage reporting

¢ This tension puts the onus on the wholesaler to challenge vacancy / occupation with the
retailer

¢ This challenge process is underway in many wholesale areas but it is unclear how well it is
working

Document title here 34
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2. System and data challenges

Through the Settlement Dashboard MOSL have prioritised meter reading activity
Vacant premises has previously been notable by its absence in the MPOP
Trading Parties are not being held to account through the MPOP

There is a lack of quality reporting

o & o o o

It is unclear what the impact is on Settlement, but in some wholesale areas the impact
may be greater than for YVEs or Long Unread Meters

Document title here 35
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3. Changes to the economy

¢ There are a number of changes occurring to the economy brought about by
deindustrialisation, changes to consumer behaviour, changes to business rates, Brexit and
online retail

¢ The effects of this will vary considerably from area to area

¢ Historically there was a significant reduction in the number of pubs and clubs and
Yorkshire Water regularly reported on this — it did have a significant impact on revenue

¢ Currently there is no market reporting in place to understand economic impacts

Document title here 36
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Options for Solutions

¢ Having considered how the problem can be broken down, some solutions can be

considered for each problem in turn.
The following consider the pros and cons and a Red, Amber, Green (RAG) assessment is

suggested.

37
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Maximise use of the existing
market framework — passive

Maximise use of the existing

market framework - proactive

Change the market framework

(lite version)

Change the market framework

(full-fat version)

Document title here

No code change required

No code change required
Likely to enhance current
performance

Opportunity to innovate

Likely to enhance current
performance

Opportunity to innovate
More likely to be
supported by all TPs

Likely to enhance current
performance
Opportunity to innovate

1. The effect of the new market framework

Somion———pos ———Jcons ———[RAGscore

Evidence from Scotland
that this approach won'’t
work

Market friction caused by
multiple approaches

Evidence from Scotland
that this approach may not
work

Market friction caused by
multiple approaches

Small code change
required

May not have the desired
effect

Large code change
required

Likely to be contentious
and may cause market
friction

May not have the desired
effect

MOSL

MARKET OPERATOR SERVICE

38
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2. System and data challenges

MOSL

MARKET OPERATOR SERVICES LTD

Solution______|Pros __________[Cons _________|RAGscore

Continue as is » Lets TPs focus on .
meter reading

Use the MPOP to » Likely to enhance .
prioritise vacancy current
management performance

* Will support greater -
understanding

» Holds retailers to
account

Does not hold TPs
to account

Lack of
understanding of
the vacancy issue
Performance likely
to deteriorate

No measures Can this be turned
available to hold green by MOSL
retailers to account  producing clear
May dilute retailer reports?

focus on meter

reading

Document title here — = s — 2



3. Changes to the economy

MOSL

MARKET OPERATOR SERVICES LTD

Solution ________JPros 1 Cons __________ [RAGscore |

Do nothing

Wholesalers economic
monitoring

Retailers economic
monitoring

Market monitoring of
changes

Document title here

Lets retailers focus on
meter reading

Aligns with wholesale
forecasting
responsibility

Able to see all
wholesale premises

Closer to customer
data

Able to see all
premises

Able to work with TPs
to provide insight

Economic factors
perceived as a market
issue

Impact to wholesale
revenue forecasting

Not as close to
customer data
Cannot see all market
data

No obligation to
monitor economic
changes

Cannot see all market
data

Cannot see all
wholesale premises?

Not as close to
customer data

40



Recommendations split by TP type

Wholesalers

Retailers

Market Operator

Document title here

Maximise vacancy
performance using
existing market
processes

Build a business case
for a market solution.

Work with other TPs

on future market

solution

Work with other TPs * Include vacant premises in

on future market data priorities

solution *  Optimise management of
vacancy data

Work with other TPs + Establish vacancy

on future market reporting

solution * Add vacancy to retailer

settlement dashboard
* Incorporate vacancy data
into MPOP

—_—
— ——

MOSL

MARKET OPERATOR SERVICES LTD

* Monitor vacant premises
by M1-M9 customer
types

» Share data with other
wholesalers

* Monitor vacant premises
by M1-M9 customer
types

2 \\,\
\
\
\



Options for a market solution

MOSL

MARKET OPERATOR SERVICES LTD

Solution ________|Pros ___________[Cons __________|RAGscoe

Enhance existing vacancy -
challenge process .

National vacancy incentive -
scheme — wholesale .
funded (similarto that
previously used in

Scotland)

National vacancy incentive -
scheme — MPS funded

Legislative change to .
allow charging on vacant

\ premises (as per currently

in Scotland)

Document title here

No system change
Simple code change

Shown to work
Simple for retailers

No funding impact for
wholesalers
Simple for retailers

Simple for wholesalers
to manage

May cause market
friction

System change
required or
administration impact
on wholesalers
Funding impact for
wholesalers

Code change required
for disputes

System change
required or
administration impact
on wholesalers

Code change required
for disputes and
funding

Ofwat may not support
Debt impact on
retailers

- 42
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Summary

Vacant properties have always been a challenge to manage
Ofwat have challenged companies in PR19

There are indications that the number of vacant properties is increasing

o o o o

There are three likely factors causing this, the market framework itself, systems and data
and changes in the economy

[ o

The issue and potential solutions are complex
¢ For an optimal market outcome we need......

Innovation and collaboration!

Document title here 43



Draft Change Proposals for Vacancies

David Seymour
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MOQSL

Background

¢ Market wide there has been a significant increase in the total number of vacant

properties since market opening in April 2017, the tables below shows this increase
at a SPID level from January 2018

Count- Count- Count- Count- Count-

Count- Count- COUNT- COUNT- COUNT-

JAN-18  FEB MAR APR MAY JUN JuL AUG  SEPT  JAN-19
VACANCY-

SPID Wi | 169,356 | 173,068 | 176,408 | 178,457 | 182,338 | 188,504 | 194,560 | 195,522 | 198,629 | 209,855
VACANCY-

SPID owr | 192746 | 195,817 | 199,174 | 201,764 | 204,995 | 211,621 | 216,698 | 217,404 | 220,062 | 229,822

6  Figures provided by MOSL
¢ Feedback we have received from other Wholesalers shows similar trends

Wholesaler Market Go live Vacancy December 18 Vacancy | Percentage
Percentage Percentage Increase

Wholesaler 1 15.65%

19.85% +27%
s Wholesaler 2 2.07% 4.95% +139%

R e
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Why is this an issue?

¢ Inaccurate occupancy status data can lead to:

¢ Reduced or no charges for water, sewerage and Trade Effluent services that are
consumed by NHH customers

¢ If there are large volumes of occupied premises identified as vacant, significant
wholesale revenue under recovery which in turn could lead to price increases

for all NHH and household customers

¢ Leakage volumes being overstated

¢ Retailers being liable to pay for fixed or volumetric charges related to water,
sewerage and trade effluent services that were not consumed by their
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Thames Water response to increased Vacancy

¢ Investigative work was carried out on a sample of 23,200 premises to determine
the accuracy of the occupancy data in CMOS.

Desktop Study Site Visit
6,149 were confirmed occupied
26.9% 1911 were confirmed as

- occupied
44%

6,611 were confirmed as
28.1% 1810 were confirmed as vacant

589 were demolished/unable to|
6,130 premises not considered ] locate/inconclusive
14%

10,440 were inconclusive

45%

%
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Occu pancy Status Cha nges 8060 leads sent to 12 retailers

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0% - T T T T T T T T T T T

Retailer 1 Retailer2 Retailer 3 Retailer4 Retailer5 Retailer6 Retailer7 Retailer 8 Retailer 9 Retailer 10 Retailer 11 Retail

M Total Leads Sent 1 CMOS Status: Occupied
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Current Vacancy change application process

¢ CSD 0105: Error rectification and retrospective amendments section 5 contains a
vacancy change application process whereby Wholesalers or appropriate Retailers can

challenge the accuracy of occupancy status data
¢ Thames Water have used this process to challenge the occupancy data for six premises.
Key findings are below:

¢ Burden of proof is on Applicant not Data Owner
¢ The current challenge process can take a very long time to conclude:

é Best case = approx. 1 or 2 months
6 Worst case = approx. 9 to 10 months

¢ The current challenge process does not allow Applicant to recover the costs of
confirming the occupancy status of a premises even if they are correct in their

challenge

The benefit of some steps in the current process is not clear.
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Possible changes - Overview

¢ We have developed a series of different possible changes, these are:

Placing a requirement for Occupancy Owners to change occupancy statuses if
they cannot provide evidence to Occupancy Applicants within 10BDs of a
request to change the occupancy status

Opening up the current challenge process to all Retailers and introducing
financial rewards for those parties who correctly challenge occupancy statuses

The removal of unnecessary steps in the vacancy change application process

Redesigning the vacancy change application process so that it is more fit for
purpose.
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Possible change — Providing evidence

An Occupancy Owner is the Retailer Data Owner of the data item Occupancy Status (D2015).
An Occupancy Applicant is the relevant party Trading Party challenging the occupancy status of a premises.

If an Occupancy Applicant applies to change the occupancy status of a premises and the Occupancy Owner
does not provide evidence detailing the occupancy status within 10BDs of the request, the occupancy status is
changed to that the of the Occupancy Applicant.

Key Features

¢ Code only change or CMOS change
¢ Relatively quick implementation (code only)
¢ Automatic updates (CMOS only)
¢ More efficient process
¢
¢

Low cost to Trading Parties for implementation (code only)
May not have the desired effect i.e. too light touch (code only).
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Possible Changes — Opening up challenges

Opening up the current process to all Retailers and introducing financial incentives for those parties

who correctly challenge occupancy statuses.

This change would broaden the definition of Occupancy Applicant to include all Retailers regardless of

whether they are the Retailer for a particular premises. Additionally, a cash reward would be payable by

the Occupancy Owner to the Occupancy Applicant for correctly challenged premises.

Key Features

¢

¢
¢
¢

CMOS or code only change

Efficient process

Cash reward for those who correctly challenge occupancy data

Incentive payments made by the Trading Party who is responsible for maintaining the

occupancy status data
Possible Trading Party costs.
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Possible Changes — Removing steps in vacancy change application
process

The removal of unnecessary steps in the vacancy change application process e.g:

¢ Site visit — Mandatory requirement to carry out site visits. Experience has shown in some
cases desktop analysis alone is sufficient to confirm occupancy statuses.

¢ Grace period — The periods of time after evidence submission.

¢ Cryptographic hash — The Cryptographic Hash is used to identify the compiled evidence and
serves to provide a fingerprint for that evidence so that any party looking at such evidence (at
any time) can confirm that it is exactly the same version of evidence as was originally created.

Key features
¢ Efficient process
¢ May not have the desired effect i.e. too light touch
¢ Possible CMOS changes
¢ Potential for lots of disagreement
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Possible changes — Redesigning the vacancy change application
process

Changing steps in the vacancy change application process. There are a large number of

different ways in which this could be carried out:

Key Considerations
SLAs for process steps
CMOS or market code only changes

New transactions

o o o o

Cost/Benefit
¢ Audit trail

¢ Automatic updates

Process efficiency
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Next steps

Possible next steps:

1. Create an industry working group to consider the possible solutions and
develop a working group agreed change proposal to go to consultation

2. Go straight out for industry consultation for feedback on suggested solutions.
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¢ Any Questions?

N///
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Occupier identification
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Vacant supply point increase since market opening

26%
increase since Vacant SPIDs
April 17
14.0%
12.0% N
_ —
£ 10.0% _7
“
©
X —
% 8.0%
(7]
©
a
= 6.0%
7]
e
8% g
o vacant S 40%
baseline >
2.0%
O-O% T T T T T T T T T T T T T T T T T T T T T 1
£3.2m TR EEEEEE Y
L > ¢ 3 W o £ 2 O ¢ o L £ > ¢ =5 w o # > c
revenue £ £ 3228528 =2 ¢ 22 8& 32248035 2CSs

impact
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Occupier identification approach — phase 1 Sagacity

Solutions

Working with Sagacity Solutions who specialise in data quality and revenue
assurance activities, we cleansed and validated 6,000 vacant SPIDs

SPIDs selected had the following attributes

Metered

Consumption recorded

Mix of recent vacant (since market opening) and long vacant (prior to market
opening)

Across multiple retailers

Where a SPID was found to be eligible for the market an appropriate confidence
level was assigned.

The confidence levels were derived from matching with14 address and name data
sources including business rates, equifax, companies house and PAF databases.
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Occupier identification results

No. of SPIDs % of SPIDs

Category

New occupier — high confidence 962 16%

New occupier — medium confidence 459 8%

27% New occupier — low confidence 768 13%

PCCUF_)I_erS Previous occupier still present 195 3%
identified
Large multiple occupancy premises 191 3%
Address data quality issues 115 2%
No occupier identified 3,311 55%
Total 6,001 100%

= New Occupier — High Confidence
m New Occupier — Medium Confidence
m New Occupier — Low Confidence

® Previous Occupier Still Present

\ m Large Multiple Occupancy Premises
\ Address DQ, Issues

- No Occupier Identified
R —

60



MOQSL

MARKET OPERATOR SERVICES LTD

Example of high confidence occupier identification

Covasoucs | s G

= vodafone, 21 BIGGIN STREET, DO © X

Royal Mail Match =
The following details were provided by Southern Water: Business Rates No Match
« SPID 3013192119W13 Companies House No Match
*  Previous Name: VACANT Equifax Trading Match
+ Address: 21 BIGGIN STREET Marketjing Match Vodafone
DOVER Google Match 4.3 Yed ke - 17 reviews Directions
Telecommunications Service Provider
CT16 1BH
0 ® ) <
SAVE NEARBY SEND TO YOUR SHARE
PHONE
, Marketing Databases
Royal Mail __ Business Rates P B2 )
- 21,Biggin Street, Dover, Kent, CTISTBH . © o [l Se 456648 Dover
E?Zf.w - il i ﬂ_f ®  vodafone.co.uk
Vodafone i o B — N i e L 03333040191
21 B'gglnsueet Aemalatherity eferenes  SNeSGIICS Effacthveduts. 1 g 20T Wadal S Wity Servce Suar -
DOVER - [EP—— (©  Opennow: 9am-5:30pm v
CT16 1BH e [ Addalabel

S— i
Ela.00d SUGGEST AN EDIT
you il pay, T rateable vl

i 5 s s sl o rates Bl

| Email it
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Example of previous occupier still present

The following details were provided by Southern Water:

- SPID 3019021553W15 Royal Mail Match
»  Previous Name: ELEKTA LTD Business Rates No Match
- Address: LINAC HOUSE, FLEMING WAY Erul il iz b e
NORTHGATE Equifax Trading Match
CRAWLEY Marketing Match
| h 5.0 % &Kk - 2 reviews
WEST SUSSEX Google Mate Manutacturer
M ® 3| <
SAVE NEARBY SEND TO YOUR SHARE
PHONE
Royal Mail Companies House Marketing Databases
CEMEE 51:&!!‘.‘!?”5[) rﬁ-.-Mim- SSTELY. | S 9 Linac House, Fleming Way, Crawley RH10 9RR
;g;j;!]e mm Home (g People g, Businesses Places = : s:u.ww:” - ; : 1 i
price» ) #MakeTheFuture 308 *‘hm 5
S | Overviews | Fiinghistory Pecple  Chamges  Registers e— [ elekra.com
R s r—
Linac House Linne Mouse, Fieming Wy, Crawioy, West Sussex. AHI RA Elsyid 5% 01293 544422
El;;ﬂ::rigiy P Adschoal Equipmit Mend oo G] Open now: Bam-5pm
RH109RR P ot vy 3o e ®  ciaimtnis business

SUGGEST AN EDIT

Accounts. Confirmation statement

— Email it Buy and orint post et accounts made up b 30 Aprl 2018 homt state mer ate 2 September 2019
—— Ay anil prmt postage oue Dy 31 January 2020 U Dy 16 Seprember 2019
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Updating the market with occupier details

795 water supply points passed to our
retailers for updating

October to Mid December Mid January Mid February

December 18 Shared occupier

results with retailers Deadline extended 78% of SPIDs

to mid February to updated.

allow additional

verification to be 12% confirmed as
carried out by some vacant following
retailers further verification

Communication to and other
our retailers on our wholesalers
approach to the providing a four

occupier ID initiative | week deadline for
updating the market

Weekly tracking and regular progress 10% of water supply points passed to other
communication was provided to each retailer wholesalers updated in the market

63



Lessons learnt

¢ Some retailers carried out further
verification via internal processes
which impacted proposed timeline
for updating the market

¢ Some retailers were slow to
respond increasing the risk of
trading disputes being raised

¢ We need to review our approach
where we aren’t the water
wholesaler but consider the
property occupied

64
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Next steps

= Phase 2 will launch in Q1 19/20

= We will use the same methodology and
approach however refine the data
following feedback from our retailers



Lunch

12:50-13:20
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RWG Insight on Vacancies

Andrew Bamber
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RWG Vacants Group.
Collated output from workshops to help form ‘Market Guidance’.

RWG
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MOSL User group: Key agenda points

¢ Proposing how to make best use of the existing arrangements and
expertise to maximise the benefit to the indy of Vacants

¢ Recognising the TP’s respective responsibilities but also the business
benefits and to be mutually supportive of positive outcomes

¢ Recognise that consistency and elimination ‘rework’ are key to managing
for success: Review, Refine, Target and succeed for all

¢ Customer awareness of their responsibilities enhanced by a clear validation
structure to provide incentive to advise on COH

¢ Billing of Vacants to Landlord? No bill = No settlement. I :\‘I‘ d
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Aim of today: RWG Vacant Working Group

¢ Share our thoughts
¢ Seek your comment and experience

¢ To create V1 of the ‘Market Guidance’ a practical guide to form
the basis of proactive Trading Party activity

¢ Plan, Do, Review - no simple solution but activity gets results

¢ Enhance the collaborative approach to manage vacants down
and bill for settlement

¢ Manage for an end game, so to bring all SPIDs into BAU.

RWG
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Vacants: Much interest across the indy

¢ MOSL active to raise profile by sharing adverse drift and opportunities

¢ Strategic level Retailer Strategy Group, Northern Hub raising questions with
the regularity over responsibility and funding

¢ RWG at the operational level working to achieve the best outcome for
respective trading parties using existing codes and practices

¢ Taking the experience of the many and seek to track progress

¢ Vacants do cost to manage proactively, and collectively need to reset
customer’s expectations to assist in timely COH updates

¢ Two examples in EN6 both RV, a National retailer and the taxi office both
billed (phased COH) and both paid (had to be chased but result).

RWG
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TP’s respective agenda and success criteria

¢ Wholesaler:

¢ Field resource, whilst doing other things, support their internal agendas
(Water balance), real time, location specific and live evidence

¢ Encourage to share data (meter read/occupancy) with registered retailer
ensuring a level paying field. Work to w’saler agenda both legacy and
current vacants. Building their billed base to become current

¢ Retailer: New and Associated

¢ Resource internal, very limited field capability, desk top activity, set
up,(meter read), bill and collect on the account. Primary interest current
vacant (since MO) and market code achievement. Collect all the billed

RWG
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Management of Vacants

¢ All TP’s committed to verify occupation, reading meter, charging customer
(within the code of practice) and accurate settlement (as per wholesaler
charging policy)

¢ Seek to manage exposure to settlement, unable to bill (legacy issue)
¢ How to improve the success of meter reads on vacants. DIP project

¢ Establish a common and realistic management regime of Vacants to
address long term (legacy) vacants and manage new (current) vacants

¢ Associated and New Retailers differing issues but seek same resolution.

RWG
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Vacants: Legacy and Current

¢ From an Associated Retailer perspective split into:

¢ Legacy: Vacant when market seeded 1/9/16 and have remained so since,
meter last read pre 1/4/17, last action was with Wholesaler

¢ Current: Has become Vacant since 1/4/17.Meter read since 1/9/17 Retailer
had last action

¢ Objectives: Wholesaler: Maximise revenue, Data accuracy, Water balance

¢ Retailer: Read the meter, Bill the consumption, manage the unreadable,
reconcile the unbillable.

RWG
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Evidence: of Vacancy or Occupation

¢ Site photos supporting ‘No occupation/Use’

¢ Meter read showing nil consumption, De minimise values
¢ Google search is an indicator not proof of status

¢ Change of use Building site, demolished, hoarding erected

¢ Pinpoint: a standard format to collate and share both of Vacancy and
Occupation: How to fund?, central data share for all TP’s. Use to support
contact with occupier i.e. we can see... rather than Dear Occupier...

¢ Occutrace: for a fee, a full package, confirmation of occupancy ‘Data to bill’
most cost effective for W’Saler, Retailer to trust and act.

RWG
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Pinpoint — collect enhanced data on SPID/property MOSL
Case study: The Star Inn

Al ONT
QA% OO

<  Photos

31 Jan 2019 14:52
AWB POC

Leak on meter

18 Feb 2019 14:26

GPS location doe not match location dest

Leak before meter

19 Feb 2019 09:55

Leak after meter
Believe meter was here

Meter broken

Meter missing

Shop.Uxbridge

. . Add Geolocated notes
View or take pictures, of < ! : /
observations — in this

. Quick pick to make adding
site, meter, evidence of ] Add or view notes from
case GPS provided by

a note simple / quick,
leak Notes screen .

..... wholesaler locates automatically records,
property and not
meter, so user can add
marker for meter
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*“Data to Billed”
*“Data to Self Bill”
*No new field FTE

~

*“Vacant to Occupied”
*“Occupied to Vacant”
e“Confirmed — No

eRequired data captured
e|n real-time
e|n the field
N Consistent Full
Quality Service
%: Outcome
Secure &
Focused
e Shareable
Costs
eAccess for to all
market participants
eTransparency
assured Change”
-

RWG
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Desk top activity: Evidence of occupation from interested parties

¢ Key data required: 4/6 suggests High Confidence

¢ SPID Number Original Primary Name
¢ Original Address Identified Occupier Cleansed Name
¢ ldentified Occupier Cleansed Address Supported by search:
¢ Royal Mail (PAF) Business rates Google search

¢ Companies House search - Marketing databases search (192, Yelp, Yellow
Pages etc.)Equifax or other credit reference agencies

¢ Expect retailer to act: Accept, in CMOS 28 days or constructive challenge.
Sanction leads to Vacancy challenge process.

RWG
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Standard £cash model: Best case AfB Median SPID 150m3pa

¢ SPID Water billed volume 350m3 pa plus sewerage, back bill 16 months,
say water and sewerage @£1 per m3=£2 per m3 in total

¢ Bill 16 months @ 350m3pa=466m3 @ £2 =£1398

¢ Retailer margin ave 7% = £97.86 Major challenge on a billed vacant is
invoice collection on the back bill, key exposure as customer not
predisposed (deemed contract), 120 days to collect, collection experts

¢ Wholesaler settlement charge 93% £1300.14. No risk. Major driver and
ability to fund the legacy invg. to confirm vacant or put into charge. Value
beyond revenue.

RWG
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Affinity for Business: Data drives our activity MOSL
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¢ Vacant June 18 Pre 1/4/17 since 1/4/17  Total

¢ Vacants 5907 206 6113

¢ Jan 2019 Created CSI Desk, experienced hands

¢ Follow up on ‘Gone Aways’ returned post

¢ Raising ‘Consumption on Empties’ over currently 200m3pa

¢ Moved in date discretion in pursuit of payment and continuity

¢ Seek to systemise around ‘Data to bill’ very proactive on collection (120
days!)

¢ Sewerage retailer question: Package the data to bill. (site visit for 5m3, is
HH, verify by Desktop) ‘Water has primacy’

¢ Debt invg = Con of empty Field supply, 8m3 over 2 years. Defends occ

e e

RWG Vacants Group
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Key outcomes for RWG Vacants working Group

¢ Consistency of approach, data collection and effective sharing
(PinPoint)

¢ Joint and respective value of locally derived data, meter reads,
occupiers, externally obtained (Occutrace)

¢ Clear expectations of use of new data

¢ Support to achieve locate, exchange, facilitate reads, H&S
issues

¢ Equal expectation of all TP’s so level playing field

¢ Defined ongoing Vacancy management, visit on cyclic, Desk
top search = Due diligence.

RWG Vacants Group
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Legacy issues are not the preserve of the Associated retailer

¢ Legacy issues switch to new retailers who then see the issue for what it is
(fresh eyes/approach) and then have the issue of resolving with the
previous retailer and multiple wholesalers, it good to talk

¢ Continue to build on wholesaler desire to support resolving historic issues
for long term betterment of the indy

¢ More TP interaction amending bad reads leaves us open to fines from
MOSL for doing the right thing , capping helps, but no one wants to be in
‘special measures’. MOSL some common sense applied? Data team to visit
to see we are active to address and how this impacts our performance and
how you can identify the committed from the constrained.

RWG
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Proactive management of ‘Current” Vacants

¢ Working to ensure no new legacy management issues, of our own making
as retailers

¢ On leaving COH: obtain best detail. Next steps, landlord, managing agent,
proposed use of, end of lease, how to access to read meter, ask and record

¢ Establish early meter read check 3 months after COH Exit (Adhoc cost)

¢ Cyclic read (6 month), attend, if no read what ‘evidence’ to support still
VACANT?

¢ RV Property check as above inserted into cyclic route for data capture

¢ How to obtain support for ‘No read obtained or obtainable’ so to mitigate
MPS fine.

RWG Vacants Group




Consumption on Empties: Retailer activity MOSL
Read obtained: Nil Con proves Vacant ~ ecrorwonsemess

Con dependant on DA, suggests:

¢ Property empty, meter read, consumption, settlement

¢ De minimis value, retailer absorb 10m3 pa

¢ Uneconomic to bill and collect less than 50m3 pa

¢ Presumed short term occupation between cyclic meter reads

¢ At last obtained meter read, high con during period extended
period of unknown occupation. Legacy issue, settlement risk

¢ Leak on supply internal

¢ Adhoc revisits to verify con, significance of Daily average. (D
5 VV[c]

RW
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Invoicing the Landlord on Vacants:

¢ Retailers seeking the ‘Art of the Possible’, NWL sharing their
proactive experience. Retailers have no option but to bill and
collect for any settlement

¢ Regulators supportive of this more proactive role, (subject to
customer protections) use and practice with reduce cost,
enhance customer expectation of a proactive response and
increase retailer confidence and so success

¢ May well become a specific activity for retailers.

RWG
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Next steps:
Legacy Vacant to BAU: Ensure collection of the bill

é

é

RWG Vacants Group

Collate and produce Market Guidance doc

Share collective expectations re ‘Data to bill’ ‘Evidence of Vacant’ ‘Meter
location due diligence’. Objective No rework

Proactive BAU Vacancy management

Re ‘Data to bill’ Receive, Act on (28 days or challenge) and determine
outcome after 3 months. Retailer max effort in this area to manage billed
vacants. Timely market up date

Further invg. who to bill for consumption if no clear occupier

Categorise Vacants with Long unread into pre 1 April 2017 and post MO for
respective action, share and seek wholesaler active engagement on the

RWG
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Vacant premises breakout sessions

Based on the available data, the presentations we have heard today, and the experiences of
within our own organisations...

What do we understand about the drivers of the trends we are seeing?

What root causes underpin issues with vacancy? What is driving the trends we see around
unmeasured premises, gap sites, partial SPIDs etc? What more do we still need to understand?

What do we understand about the impacts of these trends?

What are the impacts on wholesalers, retailers and customers (financial impacts, operational
impacts, service impacts etc.)? What more do we will still need to understand?

What are the top changes that would help improve how vacancy is managed?

What are the potential solutions or projects that should be considered? Do we understand
what they involve / how complex they will be? How certain are we of the outcome?

Vacant premises breakout sessions
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Vacancy — recap from last month’s User Forum

/

190%

Vacancy Rate - Market View

\

The % of premised
flagged as vacant
has risen at a
continuous rate
since market
opening

v

Measured/Unmeasured level of vacancy

=1
=

25%

20%

15%

10%

B

=
Ed

Metered
Measured/Unmeasured (Jan R1)

Unmezsured/Assesed

% % vacancy atend of lanuary 2019 \ /

\

Across the market,
rates of vacancy are
typically higher on
unmeasured and
assessed premises
than on metered
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/

premises /

User Forum MPOP Update

% Vacancy - Retailers with 1,000+ Supply

\

o
-~

Points
Levels of
£ . vacancy vary
P by trading
3 party, but have
: risen in almost
o ““""I.. all areas
Retailers /
R e e Analysis of
T — .- wholesaler-retailer
- pairings highlights
E - regional differences
e and a potential
E = 7 - = variance in

approaches //
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500,000

450,000

400,000

350,000

300,000

250,000

200,000

150,000

100,000

50,000

Vacant SPIDs (tradable and connected) — changes since market opening

New and vacant Feb 2019 position
82,000 440,000

Occupied to vacant
130,000

Apr 2017 position
275,000

Vacant to occupied L]
-32,000 No longer in market

-15,000

Vacant new connections and gap sites represent a significant proportion of the increase in vacant premises
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Du ration Of Va Ca ncy MARKET OPERATOR SERVICES LTD

Number of periods of vacancy by length

350,000

number of tradaie, vacant spids

B B H B .
1-3m

-6m 6-9m  9-1Z2m 12-15m 15-18m 18-2Zm  23m

number of periods (months)

P

The majority of vacant SPIPs have been vacant since market opening
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Understanding new and partial SPIDs’ link to vacancy

Occupancy status of partial SPIDs
25000 80%

70%
20000
60%

15000 50%

40%

10000 30%

20%
5000

, Il = . ] .

Apr17 May Jun 17 Jul17 Aug Sep 170ct17 Nov Dec 17Jan 18 Feb 18 Mar Apr 18 May Jun 18 Jul 18 Aug Sep 180ct 18 Nov Dec 18Jan 19
17 17 17 18 18 18 18

. \/acant Occupied =% vacant

\[ The proportion of partial SPIDs flagged as vacant has increased significantly since market opening

User Forum MPOP Update
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Vacant premises breakout sessions

What do we understand about the drivers of the trends we are seeing?

What root causes underpin issues with vacancy? What is driving the trends we see around
unmeasured premises, gap sites, partial SPIDs etc.? What more do we still need to understand?

Vacancy at new
connections and gap
sites

Vacancy at unmeasured
premises

Increasing overall levels

of vacancy

Vacancy Rate- Market View Measure: d/Unmeasure: d level of vacanc y

- o
[ | g =
- =
§ 20%
-— H
i 3 1%
B
£ 0% ¢
’ E o
% oo
[US——— Vi
e )

Key insights /
drivers?

== \What more
e 00 We need
to

A\

understand?
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Vacant premises breakout sessions

What do we understand about the impacts of these trends?

What are the impacts on wholesalers, retailers and customers (financial impacts, operational
impacts, service impacts etc.)? What more do we will still need to understand?

m“

Wholesalers

Retailers

Customers

Vacant premises breakout sessions “ ) : ' 93
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Vacant premises breakout sessions

What are the top changes that would help improve how vacancy is managed?

What are the potential solutions or projects that should be considered? Do we understand
what they involve / how complex they will be? How certain are we of the outcome?

Complexity to make the

e Certainty?

Nature of change Change / project

Market arrangements

Ways of working /
behaviours

Data / reporting
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AOB wrap up and close

Steve Arthur
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