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THE BUSINESS CASE
FOR BUSINESS
SMART METERING

New research finds funding enhanced
metering for all NHH customers at PR24
would be a low regrets investment.

t would be cost beneficial for whole-

salers to install enhanced meter tech-

nology for all non household (NHH)

customers in AMP8, and they should
pursue the investment to do so in their
PR24 business plans.

That was the key recommendation
from a new independent report commis-
sioned from Artesia Consulting by MOSL
on behalf of the Metering Committee,
to assess the business case for upgrading
NHH water meters.

More specifically, Artesia found fixed-
network smart metering, or Advanced
Metering Infrastructure (AMI) technol-
ogy that is capable of providing hourly
consumption data to wholesalers, would
be justified for customers with meters
over 25mm. For customers with meters
under 25mm in size, the picture is more
nuanced (see Table 1). The report advises
wholesalers should invest in at least ‘walk-
by’ or ‘drive-by’ Automatic Meter Reading
(AMR) technology for monthly data col-
lection for this group, but that this should

This is more a data report
than a technology report.

It's necessitated by installing
some technology, but what
drives the benefit is getting
and using that granular data.

TABLE 1: RECOMMENDATIONS SUMMARY

be upgraded to AMI where practical and
beneficial - for instance, if the wholesaler
is rolling out a smart metering programme
for its domestic customers, or where busi-
ness customers are in dense clusters.

At present, only 26% of meters in the
market are AMR or AM]I, so the recom-
mendation equates to a significant up-
grade. However, the report takes a prag-
matic line in stopping short of bidding for
AMI for all. Artesia called the approach
“low regrets” and urged wholesalers to
both upgrade or replace existing tradition-
al and older specification AMR solutions
over AMPS, and to make the resulting con-
sumption data available to retailers.

Pragmatism and nuances
MOSLDs Strategic Metering Review lead
Martin Hall explains the 25mm thresh-
old. He points out that just under half of
all NHH customers in the market con-
sume at or below the level of an average
household, so the opportunity to make
substantive water efficiency savings is
small. Therefore the higher cost of AMI,
which primarily relates to the cost of the
network infrastructure which underpins
it, could only be justified for NHH cus-
tomers if wholesalers are already invest-
ing in it for their household customers.
“Rolling out a ‘smart’ (AMI) meter net-
work relies on economies of scale, so if
youre only building a network for NHH
meters, there will never be a payback.
Where the wholesaler is rolling out smart

Percentage of  ADC (I/ Minimum data required per meter Technology
stock meter/day)
87 % (~ ~ 850 Daily consumption (collected monthly) Indication | AMR or AMI
1,120,000 meters) of continuous flow (collected monthly)
12 % ~ 12,000 Hourly consumption (collected daily) AMI

80 mm and above 1% ~136,000 Hourly consumption (collected daily) AMI
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meters to their households, it makes com-
plete sense to roll it out to NHH at the
same time. Where the wholesaler isn't
rolling out ‘smart’ meters, the business
case is more of a challenge for meters less
than 25mm”

He adds that while some wholesalers,
notably Thames Water and Anglian Water,
have justified the cost of AMI for house-
holds, which typically have smaller meters
(15-20mm) than the 25mm specified in
the report, that’s because of the number of
meters involved in a close geographic area.

Meanwhile the upgrade from tradi-
tional meters to AMR can be justified for
meters under 25mm  because although
consumption levels may be relatively low,
AMR meters can help in the battle against
leakage. “Any property can have a leak...
and a leak can easily take a £100 a year bill
to £2,000 or more,” says Hall. But wouldn’t
AMI identify leaks much more quickly
than AMR? “It would be quicker and
obviously more effective, but ultimately
more expensive. So the cost benefit is not
as effective for those smaller meters”

MOSL CIO John Davies highlights some
additional nuances that the headline recom-
mendation of the report doesn’t capture, but
that MOSL acknowledges must be taken
into account on practical grounds. For in-
stance: “If you are replacing a large meter,
let’s ensure it’s replaced with a smarter me-
ter! But if replacement of that meter isn't an
option, because it’s just been replaced, or the
cost / interruption is an issue, then weve
really tried to focus on putting some tech-
nology on that that will provide meaningful
consumption data. Ultimately, this is more
a data report than a technology report. It's
necessitated by installing some technology,
but what drives the benefit is getting and us-
ing that granular data”

Cost benefit case
The Artesia reccommendations result from
an analysis of costs and benefits for all me-
ters estimated to be in the market over the
15-year period from 2025 to 2040. Follow-
ing extensive research with trading parties
and other stakeholders, Artesia found a
positive cost benefit across all scenarios in-
vestigated, though the cost benefit ratio and
payback time alter according to the scenario
(a weighted average of six years for all water
stressed and non-water stressed areas; ten
years for just non-water stressed).

Chart 1 shows the costs (£344m) and
benefits (£943m) quantified in the first of
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CHART 1: COSTS AND BENEFITS BY COMPONENT
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these, where the cost benefit ratio was the
most positive, and the net benefit c£600m.

Of note are the facts that a conservative
approach to benefits was taken through-
out (only those that could be robustly
quantified are factored in); and that the
cases stand up on purely the net benefits
to wholesalers (see Table 2). Hall com-
ments: “There is a positive business case
for wholesalers based on the ability to
manage leakage and water efficiency and
the avoided costs of setting up a NHH
demand monitor. Given that there are
additional benefits for retailers based on
avoided meter reading, more accurate
billing and settlement, and fewer and eas-
ier to manage customer disputes make the
overall case very strong”

The evidence contained in the report is
significant because until now, wholesaler
investment in metering has been driven
primarily by Defra’s water stress classifi-
cation, water resource concerns and the
likes of per capita consumption (PCC)
and leakage incentives through Perfor-
mance Commitments rather than the re-
quirements of the NHH market.

Five years after the market opened, ad-
vanced metering investment has not come
through outside of geographical pockets,
despite the now abundant evidence of the
issues and the critical need for timely and
accurate consumption data. These issues
include customer frustration and com-
plaints about inaccurate bills; 20% of me-
ters being unread for a year (with 30,000-
40,000 unread since 2017); a disappointing
level of water efficiency action; and a high
volume of retailer/wholesaler settlements
not based on actual meter reads. These is-
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sues could be addressed promptly if whole-
salers could roll out smarter metering ca-
pabilities and share the resulting daily/
sub-daily data more widely.

PR24 prospects

MOSL commissioned the report on behalf
of the Metering Committee in time to pro-
vide wholesalers with valuable evidence to
employ as they create their PR24 business
plans and next Water Resource Manage-
ment Plans. Artesia pointed out: “There
is an opportunity at PR24 for Ofwat and
Defra to deliver an ambitious plan to have
enhanced metering technology substan-
tially in place by 2030 to meet the require-
ments of long-term water resources chal-
lenges, water efficiency, carbon reduction,
wholesalers’ performance commitments
and the requirements for an effective and
innovative retail market. This could be
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implemented as a ‘low” or ‘no regrets’ in-
vestment to deliver long-term benefits to
market stakeholders, society, and the envi-
ronment, where investment now is likely to
pay off in a range of future scenarios.”

Davies says this is the first time such
evidence for the NHH market has been
brought together in one place, which is es-
pecially powerful given it is teamed with
the better understanding of how much
and where water is being consumed in the
business market, thanks to MOSLs wider
data insight work. This has shown, Hall
adds, that NHH customers are “incred-
ibly diverse,” which itself presents oppor-
tunities for retailers to tailor incentives
and services for customers using more ac-
curate and granular data on consumption.

Layered on to that are technology ad-
vances which have made smarter meters
more attractive, and heightened concern
about nature and climate change. Hall sum-
marises that in terms of the timing to make
the case for smarter metering for NHH cus-
tomers, the “planets have aligned”

It is interesting then that neither Artesia
nor MOSL make any specific recommen-
dations for policymakers or regulators —
for instance, for Ofwat to approve efficient
business cases for enhanced metering if
they are brought forward by wholesalers
in their PR24 business plans. Hall explains:
“We avoided those explicitly, the report
and the business case should stand alone as
evidence” He adds however that if Ofwat
includes a Distribution Input (DI) Perfor-
mance Commitment in its price control
methodology as has been trailed, “that’s
the mechanism to incentivise NHH in-
vestment at PR24. I almost think if the DI

CHART 2: ADAPTIVE PATHWAYS

Trigger 1: Not
seen by all
wholesalers as a
sufficiently high
priority for PR24.

Trigger 2: At
draft PR24 few

wholesalers
get funded

Alternative pathway 1: Retailer led approach for some wholesalers

Core pathway: Partnership between all wholesalers and retailers to deliver enhanced metering

Alternative pathway 2: 3rdparty takes ownership and/or
management of meter assets and provides data to

wholesalers and refailers
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Performance Commitment is implement-
ed, it gives a green light for investment in
smarter metering for both NHH as well as
further investment for households”

Adaptive planning

However, the report does not put all of
its metering eggs in one basket. It is cog-
nisant of the risk that not all wholesalers
will be funded for a widespread AMR/
AMI rollout despite the cost benefit evi-
dence, or choose to invest anyway. It is
also cognisant of factors that could limit
widespread smart meter rollout in the
market. There will, after all, be many
investment requirements competing for
capital at PR24, and the current balance
of incentives points to greater focus on
the household rather than NHH seg-
ments where metering is pursued.

In light of that, the Artesia report offers
‘adaptive’ options. While wholesaler-led
rollout is route one, there are possibilities
for retailers to take a more proactive ap-
proach with selected customers where it
is cost beneficial to do so, and even for a
third party to take over the management
of meter assets and deliver the enhanced
meter technology under one provider as a
single solution (see Chart 2)

Here the findings begin to overlap with
another strand of ongoing SMR work, on
metering roles and responsibilities, which
PA Consulting is conducting and which
is expected to report in May. Hall shares
that that contains a number of options for

metering services roles and responsibili-
ties, from a change of meter reading re-
sponsibility to options which “could pro-
vide a radical change to the market and
take a long-term approach’”.

One option is retailer-led. He com-
ments: “For some meters, we think there
is a business case for retailers to make the
investment, but it's not right across the
portfolio of their meter stock” Rather, it
is where the costs are worth it, such as
where meters are hard or expensive to
read. Hall adds that retailer appetite for
this route is varied: “We’ve spoken to re-
tailers about making that investment and
some are already doing this, particularly
where supported by customers, and oth-
ers are reviewing the availability of suit-
able technology options”

Data interoperability

Davies adds that the possibility of retailer-
led programmes strengthens the case for
prioritising data over technology. “While
pathway one feels like the main route to
getting this done, if we can get to the point
where, as a sector, we can agree a standard
data specification for consumption data
and meter reads, then if a retailer or a cus-
tomer is willing to lead some investment,
they invest in a piece of tech that then pro-
vides a similar set of data...there could be
a whole suite of technologies, perhaps at
different price points that provides that.
The key is getting agreement, and that is
another piece of work”

TABLE 2: WHO BENEFITS AND HOW?

Wholesaler

Retailer

Customer

MOSL

More accurate seftlement

More reliable
cashflow from better

More accurate bills,

fewer complaints

Improved market
performance and

settlement and billing efficiency
Better visibility of consumption, | More cost-effective | More value-added | A more outcomes
enabling leaks and waste to be | mefer reading and services from focused Market
identified and addressed greater efficiency retailers Performance Framework
Better demand forecasting/ More scope to Easier switching More opportunity fo
water resource planning innovate in service deliver data-based
provision insight and drive
evidence based
improvements.
More accurate water balances | More confidence Greater choice of
and reporting fo take on new refailer based on
customers a wider range of

services provision.

business case.

For those rolling out HH AMI, the
marginal cost of rolling out NHH
AMI on top could improve the
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Hall reflects that while the mandated
energy smart meter rollout comes with
centralised specifications and benefits, “the
water industry doesn't have that luxury”
But: “We think standardisation should be
on sharing data. We don't need to stan-
dardise meters or how they capture data,
we just need to be able to output the cap-
tured data in a standardised format so it
can be shared more widely. That will help
the market, its customers, retailers and
wholesalers. The cost of the back-office
systems start to get simpler and more effi-
cient. The energy model might not be right
for the water industry, but the outcomes
and the use of a standard data format could
be much the same. We are just looking to
get there in a more cost-effective way””

Artesia recommends further work to
develop data interoperability standards
and protocols for ensuring data flows be-
tween wholesalers, retailers and MOSL
are consistent and efficient. It also recom-
mends more work to develop robust data
analysis frameworks to support trading
parties in using enhanced meter data to
identify where leakage and wastage could
be reduced, as well as to ensure that addi-
tional improvements to data quality, such
as meter location and customer informa-
tion, is collated as the enhanced meter
technology is rolled out.

Davies concludes that while rolling
out smarter metering seems a big step
from where we are now, it should really
just be regarded as a prerequisite of mak-
ing the market work better for custom-
ers and those who operate in it. “This to
me is just a stepping stone to necessary
market transformation,” he says. “What
we should be moving towards is a market
where this data is generated automatical-
ly, and that gives more scope for retailers
to think about services to customers and
value-added offerings”

The strategic metering programme
is overseen by the Metering Commit-
tee, which includes representatives from
wholesalers, retailers, MOSL, Ofwat and
CCW.

The Artesia report was produced fol-
lowing extensive engagement with the
Committee and other stakeholders. The
programme team is now keen to invite
feedback and comments. The full report
will be available on the MOSL website
from Wednesday 6 April. Comments and
feedback can be sent to comms@mosl.
co.uk by Friday 6 May.
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he self-supply community is very

much more interested in initia-

tives to unlock value in the water

retail market than in getting the
basics right.

So said Waterscan managing director
Neil Pendle at the March Self-Supply Us-
ers Forum (SSUF). He was responding to
a first glimpse of the priorities of the new
Strategic Panel, which were shared at a
very high level at the Forum by indepen-
dent Strategic Panel member Paul Smith.

Smith reported the Strategic Panels
role is to “promote, challenge and lead
the evolution of the market”. He said that
its priorities remained work in progress
but were “not far oft” and to that end
shared that the Panel had in its sights two
main strands: getting the basics right,
and providing opportunities to “unlock
some of the value”

He said among the questions it is grap-
pling with are the following:

I How to ensure the market is creating
value for consumers.

I How is the market providing opportu-
nities for retailers to add value and can
that lead to better service?

I How to help facilitate water efficiency
and environmental performance.

I Are the incentives on trading parties
right?

There are, Smith observed, “lots of op-
portunities to try to do better”.

Pendle reflected that “clearly there’s
some things not going right in the mar-
ket”. He illustrated with the example that
the latest company to join the self-supply
community, just a few weeks before the
Forum, had arrived with over 20% of its
meters long unread, something that will
be corrected “within three months and
back to normal self-supply levels”.

But Pendle went on to point out that
the self-supply community was very
much on top of the basics (see box), and
therefore that its main interest was in un-
locking more value and services from the
market.

Adding value

The SSUF touched on a number of areas
where value might be unlocked. There
was dedicated focus on some of the pos-
sibilities that more enhanced metering
could offer. MOSL:s lead for its Strategic
Metering Review Martin Hall explored
the cost benefit proposition for wholesal-
er investment in AMI and AMR meters
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for all non household customers, on the
back of publication of a report it com-
missioned on this subject from Artesia
Consulting (see p26).

Anglian Water’s continuous improve-
ment manager Michelle Thompson gave a
presentation on Project AMIDST, a joint
Anglian/MOSL pathfinder project to in-
vestigate the feasibility and benefits of An-
glian sharing monthly meter reads from
its AMI meter rollout direct to CMOS.
This is in anticipation of future prolifera-
tion of AMI data across the market.

As well as trying out the technical con-
nection, the project is considering the
impact on, and possible changes required
to, the Market Code that might result.
Thompson gave the example of how set-
tlement might be impacted, and whether
there might be an opportunity to reduce
settlement from the current 18 months.

Waterscan really welcomed the project.
Pendle noted that 30% of the reads Wa-
terscan submits are rejected by CMOS
and have to be resubmitted, so smart
reads supplied direct from the wholesaler
would reduce that inefficiency. He noted
too that Waterscan’s preference is for 15
minute flow data, and that some smart
meter data does not offer that degree of
granularity. But Thompson said in Angli-
an’s case, its smart meter programme used
pulse linked smart radios for large meters,
thereby preserving a logger facility.
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BEYOND
THE BASICS

Adding value took centre-
stage at Waterscan’s March
Self-Supply Users Forum,
given the community’s high
performance on market
basics.

Other ‘value adds’ considered at the
SSUF related to data quality (MOSLs
Hall said a data strategy roadmap was
imminent); water efficiency services
(operations director Barry Millar pro-
vided an update on the work of the RWG
Water Efficiency Sub Group, which he
chairs); and sustainability services and
disclosure (account director Rebecca
Gale provided an overview of what or-
ganisations can achieve in this space).

Pendle also gave SSUF members the
heads up that Waterscan will be launch-
ing a new self-supply community hub in
autumn.

Waterscan’s preference is for
15 minute flow data

BASICS IN THE BAG

performance quarter at the SSUF.

The Waterscan tfeam reported on another high

Firstly, Thames Water's latest undertakings on
access to smart meter data - which include

Commercial director Nick Hayes said the
community was “well above 98%" in terms of
Market Performance Standards and expected

compensation for demonstrably affected custom-
ers and the elimination of ongoing data charges
- amounted fo “areal win for the community,”

hub from April.

wider self-supply community.

ber of fronts,

o maintain this market leadership once the new
style of reporting comes in from MOSL. He added
that bilaterals were trending in the right direction,
with increased engagement from wholesalers
and more processes to go through the bilaterals

Operations director Barry Millar reported on
long unread meters - that at 1.67%, the proportion
of long unreads in the Waterscan portfolio was “a
high peak for us,” with around 1.2% a more typical
proportion. He explained this was due to a new
joiner in the self-supply community which had
arrived with 28% of its meters long unread. Hayes
commented that this was a “temporary blip” and
said Waterscan was “pushing hard” to get the
company’s long unreads down to the level of the

There was also good news to report on a num-

Millar said. Waterscan would of course “have
preferred none of this to have happened” but the
final arrangements are a “pretty good outcome
for all concerned”.

Secondly, head of market development
Syndiso Bango-Dube reported that Waterscan’s
credit dispute with South West Water was now
largely resolved. After many months of dis-
agreement, Waterscan sought the advice of a
competition law expert, which ultimately served
to shift the wholesaler’s position. It was a relief,
Pendle observed, to have all but resolved this
dispute, given it had “been a big problem for a
long time”. Bango-Dube said the community as
a whole had now reduced the cash it lodges as
credit by 90% from the peak, with credit arrange-
ments now in place with all wholesalers - a real
win for the self-supply community but also the
market as a whole.
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