Britainthinks

Insight & Strategy

Severn Trent Universal Metering
Full report

June 2022



ST Classification: UNMARKED

Contents
T ®
Introduction and rporlﬁ(r:]t'cglﬁ'es © S} . e
key findings ng . J
universal metering @ N P .
| DO
..\‘-. v .. 7 -
Customer context Communication on VRN /. f
on water scarcity water meters 3
| | | @
Views on water Recommendations .
meters | )
Financial impact of

universal metering

Britainthinks Private & Confidential

=
[mmght K Straiegy







ST Classification: UNMARKED

Private & Confidential

Research background & objectives

Severn Trentis in the midst of developing its Water Resources Management Plan (WRMP), which will outline
how the organisation will ensure adequate supply for all customers in the next 25 years and beyond. The
region’s classification of being water stressed means that Severn Trent now has the option of adopting

compulsory metering from 2025, should it deem this necessary.

Severn Trent has some existing knowledge on compulsory metering, including the main barriers. However
there is a need to expand and deepen learnings.

Therefore, research was required to understand customer perceptions of this potential measure amongst those who
are currently unmetered including those who are opposed to having a meter, those who are likely to pay more if
metered and those who do not currently think about their water usage.

Britainthinks
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Methodology

We conducted two in person workshops lasting 3 hours each in Birmingham and Leicester covering the following:

Pre-task to provide basic information on water meters and assess current views on the topic.

Presentation on

‘solving the supply
demand problem’, Discussionon options
followed by for rolling out

discussions on water
scarcity, initial
responses to water
metering and the pros
and cons of universal
metering.

universal metering,
including responses
to differentroll out
strategies.

Post-task to assess any changes in views on the topic after the research.

Note, all stimulus presented to participants throughout the research can be found in the Appendix. BIltEEﬂ]]nks
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Sample

34 unmetered household

customers were recruited to take part in the research.

Private & Confidential

4 x 16-17 years
(future customers)

4 x 18-24 years
(who do not pay a
bill)

5 x 25-30 years
8 x 31 — 45 years
8 x 46 — 60 years
5 x over 60

Mix of gender

6 X AB
11xC1
11 xC2
6 x DE

4 x rural

11 x semi-rural /
suburban

19 x urban

6 x CIVS

* 3 X customers
with a
financial
vulnerability

* 3 Xx customers
with a health /
wellbeing
vulnerability

4 x digitally
disenfranchised

8 X opposed to
metering

14 x neutral or
open to metering

12 x in favour of
metering

5 x to be likely to
pay more if they
switched to
metered billing

20 x with low
engagement with
water usage

14 x with high
engagement with
water usage

*CIVS refers to customers in vulnerable situation e.g. with a long term health condition

Britainthinks
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This research met Ofwat’s standards for high quality research

Research principle Grading

Useful and contextualised

Neutrally designed

Fit for purpose

Inclusive

Continual

Independently assured

Shared in full with others

Ethical

Further information

Researchhad a clear purpose of informing Severn Trent’s future water metering
plans.

Researchguides and stimulus were designed to be neutral and free from bias.
The sample focused onunmetered customerswith a range of views on
metering. Participants were encouraged to give their open and honest
perspectives.

A deliberative approach which provided participants with information on key
topics and allowed them to engage in a more meaningful way.

The sample for the research included a wide variety of Severn Trent customers
including future customers and the digitally disengaged. Research materials and
the researchitself were designed to be inclusive and accessible forthe sample.

To be determined by Severn Trent.

All researchwas conducted by BritainThinks, an independentresearchand
insight consultancy.

To be determined by Severn Trent.

All research conducted by BritainThinks is in line with the Market Research
Society Code of Conduct.
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Participants also reflect positively on the research across a
range of key metrics

To what extentdo you agree or disagreethat... ?*

The research was easy to participate in 30 1 3

The research allowed me to hear other peoples ideas 30 1 3

The research presented me with new information 30 1 3

The research had information that was clear and easy to understand 29 2 3

The research was fun to take part in 29 2 3

The research inspired me to share information with others 25 6 3

m Agree Neither agree nor disagree  m Disagree Don't know / not answered

*Please note small sample size, n=34

Question asked as partof a post-workshop reflection survey B]'i.tﬂiﬂﬂ'.lj]]ks
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Key findings

Initial responsesto the idea of water meters are mixed: afew actively oppose,but most are ambivalent.
Favourability is generally driven by expectations of whether or not an individual will personally pay more, with the concept
of ‘fairness’ generally failing to resonate.

After deliberation,unmetered customers becomemore accepting of Severn Trent potentially rolling outuniversal
metering. The need to reduce water usage to counter the supply / demand deficitand protectthe environment are felt to
necessitate this approach, but the uncertainty and compulsory nature of the approach remain the key sticking points.

Unmetered customers citearange of concerns about meters, with the financialimpacton low-incomefamilies
being seen as the biggest,however overall,they net out positive. There is agreementthat meters would help to reduce
usage across the region and are therefore potentially a necessary solution to addressing the supply / demand deficit.

Whilst unmetered customers acknowledgethat somefinancialimpactis unavoidable,thereis an expectation of
SevernTrentto support. Thisincludes providing transitional periods, clear educationand supporton how to reduce usage
and potentially expanding financial aid schemes so more people qualify.

In the roll out, unmetered customers indicate apreference for smart meters,butare split on whethera proactiveor
reactivereplacementapproach should be taken. Customers feel proactive replacementwill enable water scarcity to be
addressed more quickly, however there is a concernthat this is less environmentally friendly and cost effective.

Should universal metering be approved,unmetered customers expectto see clear communication and education
from Severn Trent. There is no clear winner in terms of which message Severn Trent should lead with in communicating the

change, however there is an expectationthat communications are accompanied with practical guidance on reducing usage..
Britainthinks
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Currently there Is low awareness on the topic of water scarcity
— Information on this is seen as new news

As seenin previous research, there is
low awareness amongstthe public on
the topic of water scarcity.

The majority of unmetered customers had
not previously engaged with the concept
prior to the research.

"I was surprised to hear about compulsory
metering in some parts of England. | realise that
water seems to becoming scarce in some parts
of the world, but was unaware of the immediate

problems close to home."

Unmetered customer, 31-60+, Birmingham

Therefore, this informationis seen to be
new news to them.

Some also feel confused and frustrated
that they had not previously been
made aware ofthe issue, particularly at
a local level given the region’s
classification of ‘water stressed’.

"'l do hear a lot more about the gas and electric
bills. I never hear anything about water."

Unmetered customer, 16-30, Birmingham

There is particular surprise upon
learning of the extent of the water
deficit that they could facein future
years,with many noting a concern
abouthow this problemcanbe
addressed.

"Sounds like it's going to get expensive for
homeowners all round."

Unmetered customer, 31-60+, Leicester

Britaint_l_links
12
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Unmetered customers are not actively thinking about reducing
their water consumption

Whilst it is consistent across unmetered customers that water should
not be ‘wasted’, very few are actively trying to cut back on their
water usage.

Most feel that their water usage is already relatively low, believe
that cutting down would not be possible without significantly impacting
their lives, or simply do notrecognise aneed to cutdown due to
inbuilt perceptions that water is cheap and in abundance due to the
wet climate of the UK.

“If they make water meters compulsory, they'd
need to educate us about what uses a lot of
water.”

Unmetered customer, 31-60+, Birmingham

‘I never thought of cutting down as a
preservation of water thing, just financial thing.”

Unmetered customer, 31-60+, Birmingham

“The onus shouldn't always be on the individual
to save the environment.”

Unmetered customer, 16-30, Leicester

Britaint_hinks
13
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Being provided with information on water scarcity does evoke
some sense of urgency
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Water meters (general)

- Britainthinks
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Customers were initially given basic information about the

concept of water meters

Water bills are worked out in one of two ways:

If yeou have a water meter, you only pay for the
water you use — plus a standing charge which
covers other costs not linked 10 your usage.

Simca 1990, all new homes have had to have a

Rateable value
Il you don't have a meter, your bill iz worked out
home. This obd system was used prior to 1990 1o

wark out how much local councils would charge
housaholds for the sarvices they provided.

using something called the rateable value of your

Universal metering

In drier areas of England (the south and
east), five water companies have introduced
compulsory, or ‘universal’, metering, to
ensure they can supply all cusiomers with the
water they need

Government approved this and so these
waler companies gained the right to install
meters and bill cusiomers using those
moters.

This Is to encourage people to think more
about how they can save water. People living
in these areas do not have the choice to try

Water shortages for half of the
country, weather chiefs warn

water matar. Most businesses and othar
commercial properties are also metered.

The rateable value was worked out using different
things including where you live and the size of

out & meter for two years

Whenever universal meteding is iftroduced,
thera has to be a customer consultation on

T e e L e e e T P I ]
Soland Could Laet & octuge s semamnt 1Y ol S cocry Nk buws Sobd
Ehat water s B carne aler dpring sukas el ok materialie

Water maeters can help to save water - many
pecple make a conscious effort to use less water
once they have a meter fitted and this means a
benefit for both your pockel and the envirenment,
LIsing bess waler means less water needs to be
heated, This can M|p 4 Br S IFY WATE PR ErR

ur pro .

Severn Trent can bet you know the raleable value
they are using to caleulate yaur bill, but they
cannol alter or replace it.

this before it is agreed upon,

bills and reduce your ¢
curenty 49% of nomd  1v@t€able value —an outdated system

are metered.

Thi , the aver, ] ,
[sa:nii.'-adaa;ﬂchad, mﬁ’;f, The rateable value system was designed to be progressive — those on
lower incomes would pay less for their water tham those on high
incomes.

However, it is now out of date — with significant consequences.

The central assumption has become increasingly tenuous and there is
now little connection between the rateable value of a property and
household income.

pay lower bills a3 they live in a low-rateable value property.
- The Walker Review (2011)

As a result, many low-income households face higher bills because they
live in a high-rateable value property, and many high-income households

You can use the CCW water meter caiculator 1o find
out if you'll save money by switching 10 a meter;
5 /) . .Qrg. Y terme ulatoe!

i you choose 1o switch 1o a water meter, you can apply
to have a water meter fitted (online or over the phone).
Severn Trent will fit it the water meter for free.

Currently, you can trial a water meter for two years, If
you don't save money, or you feel a water meter isnt
right for you, during that time you can switch back

to unmetered billing.

Please see appendix for the full set of stimulus used in workshops

Choosing to switch to a water meter

Who has to have a meter?

If you choose 1o use a garden sprinkier or
other automatic garden watering devices you
must have a meter fitted. This is because
these devices can use more water in an hour
than a family of four does in two days! Plus, If
you use a sprinkler during hot, dry weather,
demand can soar and affect supplies 1o other
customers,

You must also have a meter If you choose to

have a swimming pool or a pond with over
10,000 itres capacity that is designed to

replenish itself automatically.

Britainthinks

B_Iitainth.in]{s
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Currently, there are low levels of awareness and
understanding of water meters amongst unmetered customers

Most are starting from a place of low consideration when it comes to water meters:

Most unmetered customers had simply

not engaged with the option of getting Some unmetered customers even

: demonstrate uncertainty about the A minority of unmetered customers
a water meter prior to the research. very basics of what a water meter is, (normally those who are generally more
for example conflating it with a pre-paid engaged in their water usage) had
This is feltto be due to a lack of electricity meter. already lookedinto getting a water

meter, but had rejected the idea upon

. finding out that their living situation may
This is mostcommonamongstyounger mean their bills could increase.
and future customers.

engagementwith the topic of water
more generally, as well as a lack of

information and promotion of water

meters specifically from Severn Trent.

There is a sense that unmetered customers have a distinct mindset, whereby they are not only less engaged with their water use
(eventhosewho claimto be more engaged), but also display more of an attitude that they have a profoundrightto water and that
the unmetered billing system is already fair. This makes them a more challenging audienceto communicate with about the
reasoning behind a universal metering approach.

Britaint_l_links
18
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Initial responses to having a water meter are mixed; whilst
only a few actively oppose, most are simply ambivalent

Whilst most unmetered customers are relatively neutral about the prospect of water meters, stronger
favourability or opposition is primarily driven by price perceptions:

Favourability is primarily
driven by a perceptionthat
bills would decrease e.g.
amongstsingle person
households who likely use
less than others.

Younger and future
customers are more likely to

Oppositionis primarily
driven by a perception
that bills would increase*

Most unmetered customers are ambivalentaboutthe concept l
e.g. amongst families or i

of water meters, indicating little urgency to personally install
one,butalso notbeing actively againsthaving one.

multi person households

They are unlikely to take steps on their own to get a water meter, who likely use more than

take a ‘citizen view’ seeing but would not be averse to having one in the future. others.
the benefit of water meters
as atoolto address water
| scarcity. |
Positive Negative
*Unmetered customers often assume that price increases would be quite high, which may not be in line with actual bills. Britainthinks

.......
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In discussing water meters, for most the concept of fairness

fails to truly resonate

How fair or unfair do you feel that billing by water meter /
rateable value is?*

B Water meter m Rateable value

ml m= HEE II II I ks II | —
1 2 3 4 5 6 7 8 9 10 Dont

Very Very know
unfair fair

The average fairness score for water meters is 5.8, compared to
5.1 forrateable value.

*Please note small sample size, n=34

Afterbeing given information on billing by water meters and rateable
value, there is no clear consensus aboutwhich systemis fairer.
Customers are only slightly more likely to regard water meters as
fairer.

Those that think they would pay more on a water meterrecognise
that this increaseis aresultof their higher usage, butstill see
the increase as somewhat unfair, simply becauseit is a change
from what they currently pay.

The ideathat billing accordingto rateablevalueis outdated and
unfair does notalways cutthrough to customers, with some
feeling that they are fair as larger homes should equate to higher bills.

Customersaregenerallynotthat concerned about others
‘wasting’water due to unnecessary or excessive usage, instead
assuming that high usage is mostlikely to be driven by families who
are perceived to have an adequate reason for doing so. ‘Luxury’
usage (such as hot tubs, pools or large gardens)is not spontaneously
mentioned and does not evokea strong reactionasiit is felt to
only representa minority of people.

Britainthinks
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Alongside price concerns, having to manage water usage,
logistics and the concept of change are reasons for opposition

.“ Many unmetered customers value not currently having to consider their water usage,
g and dislike that water meters would mean they would need to pay attention to this.

A

Whilst bill increases
are the primary driver
of opposition to water a'am's
meters, unmetered Some unmetered customers are also resistantto the actual process and logistics of
customers also E switching, feeling that they do not currently have time or inclination to organise this.
indicate additional
reasons for concern:
H
—>

Some simply dislike the conceptof change, and feel more comfortable sticking with what
they already know. There is particular concern for how older customers would manage this.

Britaint_l_links
21



ST Classification: UNMARKED

Private & Confidential

Universal water metering
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Customers were given information about the supply/demand
deficit and universal metering as a potential solution

Liniversa] water metering is one option that Seven Trent is

There are 13 other water com

Water companies, like Se
are in regions where therg
of future water shortages
power to enforce univer

part of a wider package of
ensure there is enough wj
needs to consumers and {

To date 5 water companies hg
metering programmes.

Last year Severn Trent was designated as a ‘water
scarce’ region by the Environment Agency.

As a ‘water scarce’ region, Severn Trent could in the future ng to address the supply / demand deficit
introduce universal metering, if it’'s approved by the Government

Environment
AQCHCV aors can heln to save water because many people make a conscious

Nater meters

Analysis indicates that Severn Trent won’t have enough water (e a meter fitted.
to supply to customers if they don’t take action now

Severn Trent’s initial analysis
indicates a significant supply /
demand deficit by 2045 and
even greater shortfalls over 65
years.

This expected shortfall is due
to population growth, climate
change, protection against
droughts and protecting the
environment.

For context 1 megalitre is 1
million litres of water, or

about 40% of an Olympic
sized swimming pool

Megalitres per day

-100

-200

-300

-400

-500

-600

eter, ‘universal metering’, could help
2030 2035 2040 2045 ture water shortages and be a far less

sources.
=N
I Trent would Tt
encourage 5@
JRieg /.
Britainthink

Britainthinks

AN
@)
7z J

Kﬁ

Please see appendix for the full set of stimulus used in workshops

Brit.aipt_h._i_rlks
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This information can drive negative views of Severn Trent’s
approach to managing water scarcity more broadly

Negative feedback is more common amongst those who already oppose water meters, and feel frustrated
with a perceived lack of action from Severn Trent to manage the problem before now.

Broader concerns are also raised about

Many raise questions about how well Some also feelthat Severn Trent has not ; A .
SevernTrentis currently managingits doneenough to explore other Sﬁgxnggenvf/ifhrggm'eaft:éﬂﬁ atshgtl?/\l/’gt’earte
broaderinfrastructure, which is felt to solutions, including greater education meterlion i?s/,a wav to ushthg roblem of
be outdated, including responding to and communication, and supply side gIsaway o pust b
el g water scarcity (and the financial burden
' ' that goes with this) onto customers.
" - "I mean the last reservoir you said it was builtin "I would like to hear from a body that isn't related
Seg/r(]egnn'll' g?lgt Siﬂ?éj!sdoﬁiur;[ rrlﬁ(raeirt:/\rzgtgng .?ﬁon the 1980s...that's a long time for them not to do to Severn Trent like The Green Party, and their
y g _ _g ' anything.” opinion."
ShITEEHE] GBS, S-E0, BTt Unmetered customer 31-60+, Leicester Unmetered customer, 31-60+, Birmingham

Some assume thatwater meters will

disincentivise Severn Trentfrom looking into B_ﬂtﬂiﬁt:!?i@

these measures and solutions.

24
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After information and discussion, unmetered customers are
more likely to support universal metering than oppose it

Pretask  HOW fair or unfair do you feel that billing by water meter is?*

Post task

1 2 3 4 5 6 7 8 9 10 Don't
Very Very know
unfair fair

To what extent do you support or oppose universal metering
in your area?*

1 2 3 4 5 6 7 8 9 10 Don't
know
Strongly Strongly
oppose support

*Please note small sample size, n=34

Averagescore

7.2
5.8

Averagescore

5.4 6.3

However, supportdoes
not necessary equate
to favourability: many
unmetered customers
feelthat universal
metering is inevitable,
given companies in
other water stressed
regions have already
had approval of this
change and that there is
little real choice about
whether it goes ahead or
not.

Britaint_hi_nl{s
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There is recognition that meters could help address water
scarcity, however there are concerns about cutting down

Upon engaging with information on water
scarcity and water metering, unmetered
customersrecognisethatthesecould
offer a sensiblesolutionto the problem
of water scarcity.

This is driven by agreementthat metering
couldleadto anoverallreductionin
water usage onabroad levelacrossthe
region, by giving customers the data and
information they need to manage their
usage, as well as a financial incentive.

However, unmetered customers struggleto see how they would make
changeson an individual level, particularly if they don’t see their usage as
‘excessive’e.g. using hosepipes or having sprinklers for their garden.

Theylack clarity on howthey would make change,and struggleto see
how small changes may make adifference (e.g., a shorter shower),
instead assuming that more drastic changes would be required (e.g.,
foregoing ashower altogether).

There is also a concernthat the requirementto cut back onusagecould
create pressure and stress for some key customers.

Britaint_l_li_nks
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There are particular concerns for how lower income families
could be impacted by the change

“Lowincome families are more likely to have more

people living in a smaller place. It's another way of

people who haven't got very much, paying more."
Unmetered customer, 31-60+, Leicester

Unmetered customers spontaneouslyraise concerns about how lower
income families on water meters may beimpacted by the change,
heightened by the current costof living crisis.

"You might be more stressed because you're aware of Regardless of whether their bills would actually increase or not, there is a
what you're using" concernthatthey would feel a strong need to cut back in order to save
Unmetered customer, 16-30, Birmingham money.

Given low understanding of how to bestsave water and what usage costs

specifically, this could resultin highly detrimental behaviours such as

individuals notwashing clothes or themselves, or evenreducingthe
amountof water consumed.

"My fear about enforcing it on people is that there will be
those unable to drink or wash."
Unmetered customer, 31-60+, Leicester

Britaint_l_links
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There is strong dislike as to the compulsory nature of the change,
as well as the sense of uncertainty it brings

Many unmetered customers areresistantto metering
simply because ofthe perceivedrisk factor of not
knowing for certain if it would costthem more money

Theideaofbeing forced todo somethingis a key
challenge for customers,eventhosewho are more

favourable towards the concept of metering. or not.

As such, many struggle to envisage it being enforced and They would therefore like to see Severn Trent work to
advocate for maintaining a voluntary elementto the roll improve their understanding of usage on an ongoing basis
out, for example allowing those who are more opento a as meters are rolled out and used, to help better inform
water meterto sign up first. their customers.
Britainthinks
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Overall, participants recognise both benefits and draw backs
of universal metering

Benefits Drawbacks

The individual cost (if lower) The individual cost (if higher)

Could encourage behaviour change and therefore reduce water May create stress or pressure for customers to cut down
usage

Could encourage innovative water reduction methods Could lead more vulnerable customers to make unhealthy or

detrimental decisions relating to water usage in an attempt to save
money e.g. not washing themselves or clothes

Allows customers and Severn Trent to better understand behaviour | Could create privacy issues, or a feeling of Severn Trent acting as
through data collection ‘big brother’

Delivers a positive contribution to addressing the water deficit Could de-incentivise Severn Trent from exploring other options to
address the deficit

Could help Severn Trent to identify and reduce leakage
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Customers were given information about the financial impact
of metering and possible solutions to help mitigate it

60% of Severn Trent’'s unmetered customers could be better off financially,
or pay about the same as now, as a result of switching to a meter.

It won'’t be possible to know exactly how much you’d pay on a meter, until
it's fitted. This is because two households of the same size could have
vastly different water usage.

Every 5 years water companies submit

a price review to the regulator. The

price review sets out:

* What Severn Trent need to deliver
(e.g. what level of performance)

* How much they should be allowed to
charge their customers in total

Transitional tariffs could help people transition to the new bill
amount

Some customers would feel the impact of switching to a metered supply more than others.
Clear communication and transitional tariffs could help to smooth this transition. For example:

Soon after a
meter is installed,
In the initial the customer is
period, the given detailed
customer information about

This prepares the
customer for
future bills, alerts
them to a possible

At this point, the
customer is given
a choice to switch

straight to

Customer is given

Water meters tend to reduce customer water usage — which
tends to reduce bills

Informing customers about how to save water, and giving them the tools to do
so, could be a key part of a universal metering strategy.

Turn the tap off when you Only use the washing machine
brush your teeth. when it is full.
Wash the car with a bucket of Fit a water butt in the garden to
water instead of a hose collect rain water.

Severn Trent already provides:

advance warning continues to be their specific leak and allows metere_d billing, or i ] _ )

of water meter e e @ water usage and them to take switchto a » Free water saving products, for example to fit to your toilet cistern

being installed the rateable value o TS Wil measures to transitional tariff, . . .

a5 before mean for their reduce water which spreads the * Advice and education on how to save water, e.g. in schools and through
water bills going WA :‘i'r“%i'nowef Cha”feeafs"ef 3 home water efficiency checks
{OIarES « Subsidised products, such as water butts B—’“'f’ir-l-ﬂw‘“i“-w
Please see appendix for the full set of stimulus used in workshops o .
Britainthinks
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The estimate that 60% will be better off or pay the same
evokes a mixed response from unmetered customers

Some are positive aboutthe fact that the majority of
unmetered customers will be better off financially or
pay the same, especiallythose who can imagine that they
will be better off personally (i.e. single personhouseholds).

‘It does make me think that maybe | should be on a water meter."
Unmetered customer, 31-60+, Birmingham

Others focus on the 40% of unmetered customerswho
will end up paying more;this is thought to be a
surprisingly largeproportion and many of the

unmetered customers we spoke to imagined that they
could end up paying more. Even when reminded that water
bills are lower than other utility bills, unmetered customers
tend to assumethat any bill increasecould have a
noticeable impacton their finances.

“What about the 40% who wont be befter off? That's not a small
amount.”

Unmetered customer, 31-60+, Leicester

The sense of uncertainty arises as a key concern inthese conversations. Knowing that customers can choose a fixed
tariffallays some concerns aboutbill uncertainty butdoes noteradicate them completely.

Britaint_l_links
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Learning about the revenue cap is reassuring, but not a

gamechanger

The revenue cap doesn’tcome as a
complete surprise, as unmetered
customers expect strong regulation of
aresource that is a basic human
need. Some unmetered customers
find it reassuring, especially those
who vocalise concernthat water
meters could lead to price hikes.

Ultimately though, news of the revenue cap doesn’t
changethefeelings of thosewho areconcerned
about themselves, and others, paying more on a
water meter.

Furthermore, many unmetered customers do not
fully engagewith the detail of arevenuecap,e.g.
finding it difficultto commenton and not necessarily

understanding information about how shortfalls or

excesses are compensated for the following year.

This suggests that
the revenue cap is
not a compelling
proof point for
communicating
about universal
metering.

Britail_)t_l_li_nks
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Transitional tariffs are also generally viewed positively,
however noted to only be beneficial in the short term

Unmetered customers generally like the idea of a transitional tariff, and feelit "Better to aim for 2040 and spread the costs a bit more,
is a fair compromisebetweenwater companies and those who would be 2035 or 2040 is plenty of notice."
facing a higher bill on a water meter. Unmetered customer, 31-60+, Birmingham

However, many note that whilst it offers ashort-term benefitand reduces the

"It would be good to trial for six months, but ultimately | ‘shock factor’ of increased bills, it ultimately doesn’t change the situation for
dont know how Id cut back my usage.” thosewho arelikely to struggle with bill increases if they struggle to cut
Unmetered customer, 30-60+, Leicester back on usage, unless their household salary also sees an increase in that

time.

Britaint_l_li_nks
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There is hesitancy about relying on decreasing water usage to
mitigate the financial impact — support from Severn Trent is key

However, initial concernsaboutthe financialimpacton low

Unmetered customers are positive aboutthe ideathat water income families remain. As noted previously, some worry that a
meters will reduce the amount of water being used and see the higher water bill and instructions to reduce water usage could lead
link that this could have on bills. to unnecessary pressureand detrimental behaviours, such as

cutting back on washing themselves or their clothes.

Communication, tips and water saving products from Severn Trent are therefore seen as critical. Information about
the indirect reduction on energy bhills is both surprising and a compelling reason to reduce water usage in the context
of rising energy costs, and should also be highlighted as a key way to reduce costs.

“They just need to show me how [ fit into the overall scheme and make the "A child should never suffer for the cost of anything. | dont care about parental
world better, with equal opportunities for savings." responsibility. They shouldn't suffer.”
Unmetered customer, 31-60+, Birmingham Unmetered customer, 31-60+, Leicester
Britainthinks
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Private & Confidential

The idea of iInnovative tariffs, such as a peak demand
premium, come up spontaneously, but also raise questions

During conversations about how water
meters could reduce water usage, a few
unmetered customers spontaneously

suggest the concept of charging more at
certain times, similar to some energy

tariffs. Peak demand premiums are thoughtto be unfair and for some quite
However, generally these types of tariffs are concerning, given the need for higher water usage during hotter periods and a
J not v?//ell receiggd' lack of clarity over what constitutes a ‘heatwave’. Some also confuse this type
’ of tariff with similar energy tariffs, assuming that they would be charged more
for water during the day and less at night.

Rising block tariffs are seen to be ineffective, as unmetered customers do
not see how they would affectbehaviour.

"l try and be aware with my kids and what they use. I've started letting them

have showers later than | would've because I've been thinking about peak “The idea of a peak demand is terrifying. How are we even defining a
times. It was just something | heard about gas and electric so I think it could heatwave?”
apply. Unmetered customer, 31-60+, Leicester

Unmetered customer, 31-60+, Birmingham

Britaint_l_links
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Private & Confidential

Schemes to help those in financial hardship are welcomed,
however many customers feel they require some amendments

« The Water Sure and Big Difference schemes are welcomed; unmetered
customers expect Severn Trentto provide suchsupport,and are broadly
contentthatthe Big Difference Schemeis cross subsidised by other bill
payers.

*  However, mostnote that they were not previously aware of the schemes*
and feelthat Severn Trent could do more to advertise them.

« Thereis a sense that advertising the schemes amongstall customers will
help to allay top-of-mind concerns about the detrimental impact of universal
metering on low income families.

« Furthermore, some note that the requirements of the schemes are quite strict:

 Therequirementof threechildren under 19is seento be overly
restrictive, particularly given that many children stay living with their
families past 19.

«  The household income threshold to qualify for the Big Difference ""-'l"_"

& - N\~
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Many unmetered customers claim that they would be willing to have an additional bill increase to support additional customers that could
benefitfrom the schemes if changes were to be made. However, this willingness may decrease should their own bills rise. Some feel that
Severn Trent should be fronting this cost, not them.

schemeis felt to be too low, given that families on £17-20k are still likely
to be struggling financially.

*Those not aware may have not personally qualified, and therefore were less likely to seek out or pay attention to information BIItHll’lth.lIﬂES
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On balance, there is an understanding that financial impact is
unavoidable for the overall need to address water scarcity

Although unmetered customers cite a number of concerns about metering, there is an overall recognition that
they are likely a necessary action to take in order to address water scarcity. The financial impact, although
unappealing for some, is not a major barrier after consideration.

“If they switched to meters, | do think ‘It seems like the only way forward.”

"If everyone has a meter and pays

usage of materd\gomtlJ?Iq end up going for what they use it seems fair." Unmetered customer, 31-60+, Leicester
Unmetered customer, 16-30, Unmetered customer, 31-60+,

Birmingham Leicester

“It's so varied house by house you're not
going to be able to please everyone.”

“People's attitudes will change eventually. If its a crisis, people will do what they're told eventually.” Unmetered customer, 16-30, Birmingham

Unmetered customer, 31-60+, Birmingham

Britaint_l_li_nks
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Private & Confidential

Customers were presented with four options for rolling out
universal metering

Updating the non-smart water meters

New water meters rolled out to

: Timeframe for roll out of customers that already have them
customers who don’t yet have them :
installed
Semi-smart meters
When old meters stop working, they are
1 £ . . :
These meters require meter readers to replaced with semi-smart meters
take local reading via Radio Signal
2025 - 2035 When old meters stop working, they are
replaced with smart meters.
2 ££
Smart meters This will result in a mix of smart and
semi-smart meters for a period.
These meters can be read remotely in
real time and the readings are visible to
3 ELEE our customers.
2025 — 2040 Proactive replacement of old meters to
smart meters.
4 EEEE This spreads the cost over a longer time
period.

Please see appendix for the full set of stimulus used in workshops .. .
PP P Britainthinks
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Private & Confidential

Unmetered customers are united in favouring smart over semi-

smart meters

New water meters rolled out to

customers who don’t yet have them

Semi-smart meters
1 £ These meters require meter readers to
take local reading via Radio Signal
2 ££
Smart meters
These meters can be read remotely in
real time and the readings are visible to
3 EEEE our customers.
4 £EEE

Positive unmetered customers see smartmeters as a ‘no
brainer’, believing that if Severn Trentis going to make the
change, they should aim for the metersto be as future proof
as possible.

This is also because customers recognise that some of the
benefits of water meters (e.g.data visibility) are better
supported by smart meters.

Opposed and some ambivalent customers are less convinced
of the need for smart meters, feeling that not everyone

would wantto, or be able to, make the mostof seeing data on
their own usage, forexample older people who are less digitally
confident. However these are in the minority.

"I'd like a smart meter that | can see my usage in real time and would give
me tips. | like gadgets."”

Unmetered customer, 31-60+, Birmingham

Brit.aipt_h._i_rlks
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Private & Confidential

There are mixed responses about whether Severn Trent

should aim for proactive replacements or not

2 ££
3 EEEE
4 EEEE

Favourable customers feel that Severn Trent should
proceedwith proactive replacement, which is seen to
achievethe benefits of smart meters quicker,
especially considering the imminent water deficit.

Ambivalent and opposed customers think that it makes
better sense to replace non-smart meters only when old
meters are broken, which is seenas more cost effective
and environmentally friendly.

“It would require a lot of manpower to meter everyone's home and
inform them about it."

Unmetered customer, 16-30, Birmingham

Updating the non-smart water meters

of customers that already have them
installed

When old meters stop working, they are
replaced with semi-smart meters

When old meters stop working, they are
replaced with smart meters.

This will result in a mix of smart and
semi-smart meters for a period.

Proactive replacement of old meters to
smart meters.

Britainthinks
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Customers favour a shorter timeframe for roll out

Timeframe for roll out

“The shortest time scale would be the best.
There's no point waiting and leaving it to the next
year trickling a few meters here and there.
TheyVe got to get it done and solve the problem."

3 Unmetered customer, 16-30, Leicester

2025 —2040

This spreads the cost over a longer time
period.

Private & Confidential

Britainthinks

Inmight & Siralegy
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Private & Confidential

Customers frequently reiterate the need for education and
communication alongside the roll-out of universal metering

There is an expectation for Severn Trent to deliver the following:

1

If universal metering was to be approved, it is
expected that Severn Trentshould
communicate immediately to let customers
know of the upcomingchange.

These communications should explain the
reason for the change, giving reassurances
that other solutions (e.g. leak management)

are still underway.

2

Further communications should then occur
in line with the roll out, with people being given
6-12 months’ notice before they have a water
meter fitted.

There is also a need to give reassurance
about practicalities, including that meter usage
data will be kept private and secure.

3

Alongside this information, Severn Trent
should provideclear education and
guidance abouthow to reducewater
usage,as well astools and devices.

This should include practical tips and
indications of costsavings, but should also be
sure not to indicate that drastic measures
(such as foregoing drinking water or
showering) should be taken.

Britail_)t_l_li_nks
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Private & Confidential

Customers were presented with four messages that could be
used to communicate the key reasons for universal metering

If we don’t do this,

It benefits the It's fairer

You could save

money

Around 60% of customers
who move to a meter will
save money, or pay about
the same as they do now.

Some people will pay less
immediately.

When they see their usage,

others will take steps to

reduce it and then pay less.

there won’t be
enough water to
go round

« Severn Trent is
actively reducing its
leakage all the time.

» Despite this, they
predict that there
could be a significant
shortfall by 2045.

environment

Metered customers tend to
use less water. A meter can
help to spot leaks — which
can then be fixed.

Both of these mean that
Severn Trent doesn't need to
take as much raw water from

the environment.

It also means they don't
need to use as much energy
to treat water and pump it
around the region. This
would also lower the
company's carbon footprint.

On a meter, you only pay for
the volume of water you use.

You won't be subsidising the
bills of customers who waste
water.

There would be a single
charging system — instead of
two.

Rateable values can be out
of date — e.g. houses that
have been extended can still
be paying a bill that's based
on the original size of the
house.

~9

Please see appendix for the full set of stimulus used in workshops

Britainthinks
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Private & Confidential

There are two sides to the money-saving argument, with the
potential for this message to backfire

You could save
money

Around 60% of customers
who move to a meter will
save money, or pay about
the same as they do now.

Some people will pay less
immediately.

When they see their usage,
others will take steps to
reduce it and then pay less.

Saving money is a compelling reasonfor many to switch to a water meter, but
some are put off by the uncertainty over whether they will or will not be
amongstthe 40% who have to pay more.

Some point out that there would be a lot of ill will towards Severn Trent if
unmetered customers are told that they could save money and end up paying
more.

Given that many can’timagine reducingtheir usage drastically, the idea that
the affordability of their bills is contingent on the steps they take to do this feels
like a hard sell.

“If it does work out I'd be happy about it but its not a big sell at the moment. Not knowing is
worrying...l wouldnt let them install it. When its compulsory that’s different but unless | know
what I'm saving | wouldnt.”

Unmetered customer, 31-60+, Birmingham

Britainthinks
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Private & Confidential

The water deficit is compelling, but can be interpreted as
overly pushy or even threatening

If we don’t do this,
there won'’t be
enough water to
go round

« Severn Trentis
actively reducing its
leakage all the time.

» Despite this, they
predict that there
could be a significant
shortfall by 2045.

"There's a lot of propaganda in climate change already. Alotof

negativity."
Unmetered customer, 16-30, Birmingham

[ ads ]

Britainthinks
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Private & Confidential

Benefitting the environment is appealing, but not a universal
priority

It benefits the
environment

Unmetered customersrespond quite well to the
reasoning that universal metering will benefitthe
environment. Especially for some future and young
customers,thisis a very compelling message.

* Metered customers tend to
use less water. A meter can
help to spot leaks — which

However, not all unmetered customers are as can then be fixed.
concerned about the environment and carbon footprint,
meaning that this message can land with some - Both of these mean that
ambivalence. Severn Trent doesn't need to

take as much raw water from
the environment.

« It also means they don't
"People care about themselves most." need to use as much energy

Unmetered customer, 31-60+, Birmingham to treat water and pump it
around the region. This
would also lower the
company's carbon footprint.

Britgipthjn]{s
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Fairness is a more complex argument that does not resonate
for all — it doesn’t feel fair for those who will pay more

It's fairer

Many unmetered customers agreethat being billed according to usageis fair.

However, for those that expectthey will end up paying a higher bill, referencesto On a meter, you only pay for
fairness feel disingenuous; it doesn’tfeel fair on a personal level that they will the volume of water you use.
suddenly have to pay more.

In addition, referencesto rateable value, subsiding other customers’wastage and a
two tier system of billing do not cut through. In particular, the rateable value system
is a complex argument for participants to grasp (compared to the other arguments
to pursue universal metering). There are also a few customers who believethat There would be a single
rateablevalueis likely still fairer,as it is closer to being meanstested than charging system — instead of
being billed according to usage. two.

You won't be subsidising the
bills of customers who waste
water.

Rateable values can be out
of date — e.g. houses that
have been extended can still
be paying a bill that's based
on the original size of the
house.

"If we say everybody pays for what they use it applies a strain on those who don't have money.
You might have childcare costs. a student loan etc. It can be expensive to then have to pay more
on water inthat demographic. Doesn't seem very fair’to me."

Unmetered customer 31-60+, Leicester

~9
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Private & Confidential

Recommendations

Most unmetered customers will accept the case for Severn Trent introducing universal metering, but there is

L : a subset who will be more difficult to bring on board.
The sticking points

are around: Severn Trent should consider:
* Increasing the income threshold for the Big Difference Scheme so that more households are
Financial impact on low eligible.
income families. « Advertising the schemes more widely so that even those customers who don’t qualify are

reassured that Severn Trent is supporting those facing financial hardship.

» Highlighting the benefits that water meters bring, e.g. giving the customer greater control over

The compulsory nature their usage.
of this approach. » Using other regions that have introduced universal metering as examples of this approach
working elsewhere.

The uncertainty about - Advertising that a 2 year trial period is available in the first instance.

financial impact on an : . :
individual level. » Using transitional tariffs to help customers make the change.

Most importantly, Severn Trent will need to spend time and resources on communicating with unmetered customers

about the reason for the change as well as education and guidance about how to reduce water usage.

52



ST Classification: UNMARKED

Private & Confidential

Recommendations for communications

There are no clear winners when it comes to individual messages, but discussions indicate some rules of
thumb:

You could save

money

Be cautious about using this
message; try to directit at
those who are definitely likely
to save. Using it as a blanket
message could irritate those
who will lose out.

Accompany this with
information about how to
save water, and the impact
this will have on energy bills,
as well as water bills.

Emphasise that universal
metering is one of many
solutions that Seven Trent is
exploring, and that Severn
Trentis proactively
introducing this to protect
customers in the future.

Considerways to make the
tone feelless of a ‘threat’

whilst maintaining urgency.

It benefits the It's fairer

environment

Avoid referencesto the
rateablevalue systemand
focusinstead on the simple
message that it is fair to pay

for what you use, just like with
other utilities.

Accompany this with
information aboutfinancial
hardship schemes forlow
income families.

Use this message on channels
directed at younger
customers.

Don’t use it as a leading
message for all customers.
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Thank you

abarker@britainthinks.com

[summers @ britainthinks.com

chichols @britainthinks.com
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