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Who should read this white
paper?
This white paper is addressed to all actors in the energy market that are
impacted by the issues of digitalization and distributed power generation.
This includes meter operators and energy providers. Many different areas
within an energy provider are affected by digitalization – in particular,
management, sales, HR development, and technical and installation services.

Why should you read this
white paper?
Digitalization is shaking up the energy market. This will give rise to a host of
new and disruptive opportunities, starting with – but not restricted to – the
statutory rollout of smart metering systems.
The key drivers in this context will be the opportunities it presents to
commercialize the growing volume of meter and process data and to network
actors over an extremely secure data connection via the smart meter gateway
(SMGW).
This rollout is, however, just the beginning; it marks the emergence of a host
of benefits offered by value-added services based on data related to the
generation and consumption of energy. At the same time, business models
will exploit the newly created metering infrastructure not only to transfer
other types of data unrelated to energy provision but also to target new
sectors of the economy.
What are the IoT use cases that will enable energy providers and meter
operators to capitalize on these openings and thereby develop the new
services and business models that will generate additional revenue streams?
We put this question, in the form of carefully structured interviews, to a
selection of experts in German-speaking countries, ranging from meter
operators and energy providers to energy consultants and gateway manufacturers. This white paper contains the results of a survey carried out in
the period from June to August 2018. Please note that this survey makes
no claim to be representative.
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A summary of results: 			
5 trends that energy providers
should prepare for
Several clear trends emerge from the wide range of predictions collated from
the interviews. The time is ripe for the launch of new IoT-based services and
business models. Digitalization will not only open up the energy market to new
actors and business sectors but also turn these into potential customers or
development partners for attractive value-added services. Therefore, Energy
providers should be preparing for the following five trends:

1. New markets for energy providers are currently primarily located in the
B2B sector.
2. Energy providers will increasingly become providers of energy services.
In the role of coordinator, energy providers will be able to operate their
own marketplace or become multiservice providers. Together with
partners, energy providers will be able to successively establish new
marketplaces based on the new metering infrastructure and then progressively roll out new services.
3. The availability of real-time data and secure data communications will
open up the market to new actors who will commercialize the metering
data and the new metering infrastructure for their own use cases.
This will lead to new applications in, for example, the field of ambient
assisted living (AAL) and the health-care sector.
4. The use of meter data and smart metering infrastructure will create
opportunities for forging alliances with partners from other sectors
(e.g., housing and insurance). For example, a sudden change in water
consumption might indicate the existence of a leak. Discovered early,
this information could help prevent major water damage in buildings.
5. Submetering – the metering and billing, based on individual consumption, of cold water, domestic hot water, and hot water for heating – can
make use of existing metering systems and spawn a range of services.
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Innovation always comes with a high degree of risk. It is therefore important
to remember that there is no such thing as a business model with a
guaranteed payoff. Furthermore, the design of a new business model will
depend crucially on which IoT service it is based. Here, experts evaluate the
potential of IoT services very differently.

Statutory rollout of smart
meters – the current situation
“In principle, it’s a chicken and egg situation. Some
say: as soon as the system is rolled out, then we’ll
think about it. Others say: it’s far too expensive to
install everything, so we’ll just keep to the statutory
minimum.”
Peter Gobien
strategy and management consultant, Energy4U

The statutory rollout of smart meters was originally scheduled to begin in
2017. However, this process has been delayed on account of a holdup in the
certification process by the German Federal Oﬃce for Information Security
(BSI). Before a nationwide rollout can begin, the BSI must certify as fit for
purpose at least three smart meter gateways produced by three different and
independent manufacturers. Once certification has taken place, the BSI will
issue a corresponding market announcement.
As yet, no oﬃcial date has been set for the start of the nationwide rollout.
The BSI has now confirmed that a market analysis in line with §30 of the
Metering Point Operation Act (MsbG) will be published on January 31, 2019.
Although this does not represent the final go-ahead for smart meter rollout, it
is a requirement that must be met before the go-ahead can be given. As soon
as the BSI issues its market announcement, the government deadlines for
statutory installation of smart meters will come into force.
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How will the rollout of
smart meters impact the
development of new services?
Opinion is divided as to whether a complete rollout of smart meters is
required before any new services can be developed. Some say a smart
meter infrastructure must already be in place nationwide before you can
begin generating added value from associated services. On the other hand,
many argue that it is possible to develop services in the absence of a
comprehensive infrastructure and that these services would then hasten
completion of that infrastructure.
When are we likely to see the availability of new services or the creation of
new business models? At present, many companies are still focusing on the
basic minimum rollout and the requirements that the Metering Point Operation Act (MsbG) makes of statutory meter operators. They are conscious of
the need to minimize costs and remain below the price ceiling. At present,
their attitude is a one of “wait and see.” New services based on the smart
metering infrastructure are not expected to emerge before 2021/22, at the
very earliest.
At the same time, an increasing number of energy providers now find
themselves in a dual role: as statutory meter operators, they are required
by law to install the costly metering infrastructure; but as commercial meter
operators, they can profit additionally from a whole range of attractive
scenarios. To create synergies, it therefore makes good sense to combine
statutory responsibility with commercial enterprise. There are already
several proofs of concept and marketing ideas that have been developed
on the basis of as yet uncertified smart meter gateways.

“Commercial meter operators have the
potential to cherry-pick their options from the
basic statutory responsibilities they have.”
Janosch Wagner
head of metering solutions, Power Plus Communications
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Take away: “There have been a series of delays related
to the Metering Point Operation Act, but as the year
progresses we are seeing that the market is starting to
get ready. As such, there is little reason why a company
should be over cautious at this stage.”
Ron Keßeler, managing director, con|energy unternehmensberatung

“It’s too often a simplification just to talk about
private homeowners. The real benefits lie
elsewhere.”
Ron Keßeler
managing director, con|energy unternehmensberatung

Potential markets for new
services: private or business
customers?
The connection is often made between smart meter rollout and private
consumers. Smart meters do indeed provide private consumers with a
clearer picture of where they might make savings. However, the majority of
experts we questioned were doubtful whether there would be a sustained
interest on the part of private consumers or whether, indeed, there were
significant benefits to be attained. Given the lack of directly applicable and
profitable use cases, it would be a mistake to view the private consumer as
the primary market.
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Instead, the focus for new services based on smart metering infrastructure
falls on the B2B2C sector. This should be seen as an incentive for energy
providers to develop B2B business models. Here, experts explicitly name
the following sectors: manufacturing, housing, the care industry, banking,
and businesses with a high ﬂuctuation in utility users (e.g., operators of
student residences or camping sites).

Take away: “On the basis of the current rollout
rate, the B2B sector is more interesting for us in
terms of volume.”
Christoph Rohner, product manager, Discovergy

“We’re bundling products and
eventually we’ll achieve exactly the
same margins as we currently do
just by supplying energy.”
Bettina Buchert,
head of sales and trading, Energieversorgung Offenbach

4 clusters of services
We discussed with the experts interviewed numerous insights for new
IoT services and business models based on the new smart metering
infrastructure.
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On this basis, we have identified four clusters.

1. The energy provider in a new role as marketplace
operator
In Germany and elsewhere, there is a growing independence from traditional
forms of energy supply. More and more apartment buildings, or indeed,
entire neighborhoods are now supplied by their own source of power. For
example, a power supplier installs and operates a combined heat and power
plant in the basement or a photovoltaic system on the roof of a building. The
power supplier then buys the electricity from the building’s owner and sells
it back to the tenants. For the tenants, this means lower power prices; and
for the power supplier, a higher profit. As a consequence, traditional energy
providers are now faced with dwindling margins and are having to reassess
their role.

“From 2021, owners of buildings with their own
source of power generation will be able to decide
which type of meter is installed. The owner can
either act simply as the power generator or as
both the generator and provider of power to
the tenants. Any extra power required to supply
them, should the owner be unable to generate
enough to cover demand, is purchased from the
grid. Tenants then conclude a rental agreement
with the owner that covers their full supply of
power.”
Christoph Rohner
product manager, Discovergy

In the case of such neighborhood-power schemes, energy providers would
seem to be ideally placed to take on the role of coordinator, providing and
operating a platform or marketplace and thereby enabling real-time matching
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between power generation and consumption within a community. Here, the
new metering infrastructure could be used to measure the power fed into
the system, the power consumed, and any trading of power between the
market participants. In addition, it would also enable the energy provider to
manage the balancing group, i.e., monitor and regulate the uptake of power
and feed-in from any number of power sources.
This type of marketplace is set to play an increasingly important role in the
energy industry. Alongside residential and commercial units, these new
smart neighborhoods will feature local energy storage facilities and distributed energy-generation installations such as combined heat and power
plants and heat pumps. Electromobility, too, will be an important part of
the mix – particularly if, as seems increasingly likely, the future of this form
of transportation lies in the private sphere. Some form of demand-side
management will be required to regulate the activity of individual market

“Smart metering is particularly exciting in a local
setting. This is where municipal utilities have clear
advantages, especially when it comes to water supply,
local power generation, or managing the local power
or gas grid. Municipal utilities are familiar with the
local conditions and know where grid shortages can
occur. This means that charge points can be located
where they are customer friendly but not a drain on
the grid. Increasingly, we’re seeing that platformbased business models – whereby several actors
profit from the same data – are becoming important
for municipal utilities.”
Dr. Jan Scheﬀczyk
head of smart metering, Trianel
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participants or community members. This will ensure that peak loads at
the point of connection – resulting from, for example, the recharging of
electric cars – can be balanced out and loads shifted. All the requisite
information will be supplied by the new metering infrastructure, which
could also be used to regulate installations via the CLS channel.
There is also big potential for marketplaces in areas other than electricity.
In an ideal scenario, local energy management will cover not only power
but also gas, water, district heating, and air conditioning. In other words,
the smart grid will increasingly come to meet the needs of the smart home.
In addition, such platforms or a fully serviced marketplace could be supplied as a white-label solution to operators of residential and/or commercial
units or to companies contracted to supply those units with electricity. As
of 2021, landlords will have the right to opt for an alternative meter operator.
This is bound to inject a certain dynamism into the market.
We are now seeing the development of platforms designed to match supply
and demand for the IoT data that is already available. These data marketplaces enable suppliers to create new data services and monetize the IoT
data, and they enable users to discover such services and subscribe to them.

Take away: “Municipal utilities are set to play a key role
in local energy management. After all, the more complex
the solution, the greater the desire to have a provider on
your doorstep. For me, that’s what the municipal
utilities, along with their service technicians, can deliver.”
Andreas Pilger, account manager, Worldline Germany

“For example, such data might be used to develop a service that can
monitor a person’s daily routine and check that everything is okay.
This would be of interest in the field of elderly care.”
Janosch Wagner
Leiter Metering, Power Plus Communications
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Digression
Eight steps to the marketplace: energy
providers as multiservice providers
For a traditional energy provider, the transition to a multiservice provider
may seem like a mammoth task. However, it is important to remember that
any new marketplace should be built up successively. Below, we present the
steps involved.
First of all, it is vital to have basic capabilities and functionality already in
place. This means that your existing platform is fully functional and intuitive to
operate. As a result, the customer journey is clearly structured and there are
obvious customer benefits compared to the service offered by market rivals.
In other words, you must be offering the kind of service that will bind your
customers on a long-term basis. This should ultimately result in a dependable,
high-grade customer base. If this is the case, you can then start building your
new marketplace.

1. Establish an early adopter panel: this group of potential users 		
defines initial use cases together with the energy provider.
2. This is followed by a potential analysis, which at this stage should not
be detailed. The focus lies instead on prioritizing the best use cases
and their subsequent implementation.
3. As soon as one or two use cases have been pinpointed, these must
be further elaborated and then implemented, in consultation with
potential users.
4. The third step should have given rise to one or two prototypes. The
next immediate task is to carefully consider the utility of these prototypes. This will establish a marketplace for users with similar needs
and, with it, an opportunity to test the market potential and level 		
of demand.
5. At this stage, complementary uses case can be developed. Initial
use cases are being improved and refined, raising both their quality
and number.
6. If required for reasons of scalability, it is now time to begin identifying
and acquiring market partners. But before commencing the search for
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those partners, make sure you have already developed and established
your own matchmaking methodology and infrastructure in order to ensure smooth acquisition.
7. Should you require partners for the marketplace itself (e.g., investors 		
or technology partners), you must have an in-depth knowledge of the
market. This includes not only hard facts such as statutory regulations
but also soft factors as the degree of sensitivity with which data should
be handled in different countries. Lack of caution in this regard can
mean your potential customers end up turning away.
8. You are now in a position to successively build up your marketplace 		
by means of iterative development.

The energy provider as marketplace operator or 		
multiservice provider

Power generation
e.g., combined heat
and power

Marketplaces
Community for real-time
matching of power generation
and consumption

Consumers
e.g., residential units

Partner
technology partners, consulting
companies, other marketplaces
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2. Smart metering systems offer security and enhanced
comfort for end customers
Compared to standard communications systems, such as the modem found
in most households, the new metering systems provide extremely reliable
and secure data transfer. There is no danger of configuration problems
caused by the user or nonavailability caused by the provider. Nor is there
any requirement for software updates. All communications are encrypted,
thereby ensuring absolute data integrity, authenticity, and confidentiality.
Furthermore, local energy providers already have their own meters in many
households. This establishes a high degree of security and reliability as a
basis for the introduction of new business models.
When it comes to thinking about services that might exploit the new metering
infrastructure, the increasing age of the German population is a good place
to start. Possible applications here include services in the field of ambient
assisted living (AAL), which help the elderly to lead healthy and independent
lives. For example, monitoring a single household’s actual energy consumption throughout the day and comparing it with the usual consumption data
can reveal anomalies that indicate there are problems with an aged resident.
In such a case, the service would automatically inform a nominated member
of family, thereby ensuring that the aged relative receives assistance as soon
as possible.
Given the high level of data security offered by the new metering infrastructure, it could also be used to transfer other sensitive or personal data.
For example, sensors could be used to monitor data regarding a person’s
mobility or medical condition from, say, a pacemaker and then transfer this
information to a medical practice. This would require the medical practice to
be equipped with a gateway. Such a service would reduce the need for visits
to the doctor and thereby enable health insurers avoid operational costs
related to such visits.
Health insurers could also develop other services based on the metering
infrastructure. This might include a service for people who lead a healthy
lifestyle and wish to monitor their health profile with an app. Using the
metering infrastructure would ensure that this sensitive data is securely
transferred. For participating in the program, the insured person might
benefit from, for example, a reduced insurance premium. In turn, health
insurers would be able to reduce costs directly related to lifestyledependent health risks and increase customer loyalty.
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Take away: “For the aged, it’s extremely important to
have a sense of comfort and security, and to know that
they can stay in their own home. Business models that
aim to fill this gap ultimately have a promising future,
and people will be prepared to pay for them.”
Andreas Pilger, account manager, Worldline Germany

3. Market boundaries are breaking down: 				
partnerships with other sectors
The ongoing digitalization of the energy market can offer interesting and lucrative opportunities to players from outside the market. In addition to the kind of
services that might arise on the basis of the data generated by the new smart
metering infrastructure, the gateways also offer a highly secure and reliable
means of data transfer. Network operators will therefore be able to offer actors
from outside the market a stable and secure data connection to their customers.
In addition to the use cases in the field of AAL and health care that we have
already considered, which other sectors might profit from the new smart
metering infrastructure and thereby act as a catalyst for its rollout and the
development of new business models?
Smart metering is used for more than just electricity. As the experience from
abroad shows, it is also a very effective technology for water. In South Korea,
for example, the installation of IOT-capable smart meters has helped a local
utility reduce the costs resulting from water damage by 19 percent
(Source: Smart Energy International, May 8, 2018).
Water damage costs the insurance industry billions of euros every year. When
programmed to recognize unusual patterns of water consumption, smart
meters can help identify leaks at an early stage and thereby substantially
reduce the associated costs. People prepared to have this technology might
be rewarded with reduced insurance premiums.

2,3
230

billion Euros water damages arose
for building insurances in 2015
million Euros water damages arose
for household insurances in 2015
Source: GdV
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By the same token, the banking sector may well be interested in using the
smart metering infrastructure. Online banking relies on secure data transfer
and is often the target of hacker attacks.
Similarly, the retail sector may also act as a catalyst. In the Benelux countries,
for example, electrical goods retailers are currently discussing all-inclusive
packages featuring the appliance plus all the power it will ever require. For
consumers, this means one thing less to worry about; for the retailer, it opens
up a new source of revenue from the supply of electricity.

Take away: “A service like this is of value to various
people: to the person using the service, to the provider
of the service, and to the person who uses the data.
This, in turn, means that industries from outside the
energy sector can act as a catalyst.”
Peter Gobien, strategy and management consultant, Energy4U

4. Submetering: using existing equipment and
creating synergies
At present, it is often the case that water, power, and heating consumption are
metered by different companies. As a result, customers generally receive separate invoices. If all this data could be collected centrally for billing purposes,
it would simplify metering enormously as well as reduce related costs. On the
basis of the new smart metering infrastructure, submetering will become an
option, thereby generating a benefit for all the sectors involved.

“The smart meter gateway is suitable for use with all systems
in a building that either already use WAN communications
and therefore offer synergy potential or with those that have
a secure WAN connection via the smart meter gateway and
thereby already generate added value.”
Janosch Wagner
head of metering solutions, Power Plus Communications
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In particular, this should make it easier and more favorable to meter heating
costs. At present, heating allocation meters attached to individual radiators
communicate with the main meter. In the future, they will be linked to the
smart meter gateway via a CLS interface. In turn, the SMGW will provide a
secure communication channel to the submetering system and to the
invoicing system. Data is therefore transferred via the SMGW, but all the
remaining equipment, including the submetering system, can still be used.
In other words, the new smart metering infrastructure will pave the way for
local, cross-sector utility management.

Submetering simplifies metering and reduces costs

Power

Water

Gas

Heating

SMGW

Invoicing system

Local smart meters connected to the SMGW via an LMN (local metrological
network), heating allocation meters connected to the SMGW via a CLS interface
Connection to the invoicing system

Take away: “The various meter operators, in particular,
will benefit from the added value and new business
models in this sector.”
Ron Keßeler, managing director, con|energy Unternehmensberatung
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How does a new business
model arise and then
become a success?
When fighting to enter an attractive market with a new service or business
model, companies need to know their customers’ needs, being prepared
to respond adaptively and quickly to changing market conditions.

“We’ve adopted a proactive approach.
We’re talking to insurers but also to those of
our employees who don’t work in this market.
That generates the feedback that tells us
which concepts are genuinely attractive.”
Andreas Pilger
account manager, Worldline Germany

Agile methods that can help
The choice of method to be used in the market-development phase
depends on the initial situation. For example, do you already have a
concrete business idea or is this still under development? Given that the
regulatory conditions change frequently, the best way to ensure you meet
your customers’ expectations is to employ agile methods in conjunction
with established tools for business model development.
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Design Thinking
Design thinking represents a systematic approach to complex problems
from the user perspective. Engaging in a dialog with user groups right from
the start leads to rapid prototyping and delivers results with a strong practical focus. The design thinking process can be applied iteratively, until the
desired result is being reached.
Design Sprint
Design sprint is a specific application of design thinking. In a tight time
frame of usually five days existing prototypes are being enhanced, with a
focus on the needs of the user.
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Stages of design sprint
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4
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Source: Bosch Software Innovations

The initial phases focus on understanding the needs of the user groups.
This is followed by an ideation phase. It involves the use of creative methods
and includes a consideration of user requirements as well as technical
and economic aspects. Initial concepts are then produced in an iterative
process. The most promising of these concepts are implemented prototypically for being released for testing by a user group. On the basis of the
feedback from this user group, the prototypes are further enhanced in an
iterative process.
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After the completion of testing, the implementation phase begins. Here,
too, an iterative approach is employed – and, once again, with a focus on
the requirements of the user group.
Scrum
This agile method has likewise a clearly defined time frame. Team members
work on a project in so-called sprints, over a period lasting, as a rule, two
weeks. During this time, they constantly swap ideas. At the end of a phase,
the team gathers feedback from customers or users and then incorporates
this in the next sprint phase. Thanks to this close cooperation, together
with continual user feedback and the delivery of functional modules to
the customer, the team is able to develop a product that fully meets the
customer’s requirements in a relatively short period.

“People working in sales today need to have
completely different IT skills compared to those we
were employing three or four years ago.”
Bettina Buchert
head of sales and trading, Energieversorgung Offenbach

Agile methods yield a range of new insights – a selection:
• 80/20: Prototypes and minimum viable products (MVPs) quickly reveal
how much potential an idea actually has. An MVP is the first minimally
functional version of a product.
• Fail fast: Rapid feedback from potential users quickly shows if the chosen
approach is likely to succeed.
• Customer focus: The potential users are what counts. They need to
recognize the value of a service before they are prepared to make their
data available and pay for the service.
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Key considerations on the way to a lucrative
business model
In order to achieve commercial success with innovative services and business
models based on smart metering infrastructure, you must not only adopt
the right methods but also ensure that all the other conditions are right.
Technology partners: A technology partner is required particularly when
considering cross-sector services in which the energy provider is acting as
service provider. Many of the software solutions in use today are unsuitable
here. Working together with partners from the energy industry, Bosch Software Innovations has completely reengineered its metering solution on the
basis of the Metering Point Operation Act (MsbG).
Open systems: Proprietary systems hamper the expansion of the ecosystem and its integration with systems of potential partners or even those of
market competitors. As experience from other countries shows, it makes
sense to use open and compatible systems with standard interfaces, such
as the Bosch IoT Suite.

“Lots of business models would be commercially viable,
but not with the current regulations. Were costs to be
levied on the basis of usage rather than in line with the
solidarity principle, there would be no problem.”
Janosch Wagner
Leiter Metering, Power Plus Communications

Skills: IT skills are vital – and, in view of the rapid pace of technological
development, need to be constantly updated to keep pace with changes.
Ideally, employees will possess not only technical skills but also a familiarity
with the industry in question and knowledge of how an IoT business model
is put together.
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Scalability: At present, distributed power installations (roof-mounted
photovoltaic systems, electric charge points, combined heat and power
plants, etc.) are standalone and do not communicate with one another. For
use cases to be upwardly scalable, installations must be easily integrable.
Regulatory Framework: To be upwardly scalable, new business models
or new bundles of services – e.g., for local, cross-sector energy management
– require suitably modified legislation (in particular regarding the levy
imposed by Germany’s Renewable Energy Sources (EEG) and grid charges)
along with clear tax laws.

“Regulations are incredibly complicated in Germany,
particularly in the area of taxation. They hinder
implementation and prevent commercialization of
this enormous potential. We’ve set up an initiative
to try and clear up the various tax issues.”
Christoph Rohner
Product Manager, Discovergy

Take away: “There’s virtually no limit to the number of
services and business models that could be devised.”
Peter Gobien, strategy and management consultant, Energy4U
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