MOSL CEO
Forum

Perform, transform and reform

Anne Heal

Chair of the Board, MOSL
12 December 2024




Thank you to sponsors MOSL

CGl ©rics




Market Evolution

Price Review 2024

Business Customer and Retailer
Measure of Experience (BR-MeX)

Smart meter rollouts (and data
sharing)

&

MOSL

New Market Performance
Framework (MPF)

Enduring Data Assurance service

9% demand reduction target



Water sector reform

“forms part of the
Government’s reset of the
water sector by establishing a
new partnership between
government, water companies,
customers, investors, and all
those who enjoy our waters
and work to protect our
environment. ”




MOSL

Performing and transforming — reflections on Sarah McMath — CEO, MOSL
five years and ensuring we are fit for the future

Agenda

Strategic Panel Roadmap — actions to a Rick Hill - Independent Panel Member,
flourishing market Strategic Panel

Independent Commission: water sector reform  Katherine Newell — Secretariat for the
and Strategic Priorities Independent Commission

Q&A and discussion — chaired by Sarah McMath Katherine Newell, Martin Woolhead -
Deputy Director for Water, Defra, Rick Hill,
Mike Keil — CEO, CCW and Shaun Kent —
Senior Director, Ofwat

Reflections and next steps Sarah McMath and Anne Heal

Networking lunch Sponsored by CGl



MOQSL

The evolution of
our market

Defining the opportunities for
the market to thrive
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Sarah McMath
CEO, MOSL




MOSL

Strategic Priority Statement

The Government's strategic priorities for Ofwat*:

Serve and protect Deliver a resilient Protect and enhance Use markets to
customers water sector the environment deliver for customers

*As set out in February 2022



Strategic Priority Statement

The Government's strategic priorities for Ofwat:

“Improve industry segmentation by
enriching market data. Provide this
industry, sector and customer
segmentation publicly to enable the
market, regulators and government to
better understand water consumption
and sewerage to develop tailored and
innovative solutions.”

Defra Open Letter to MOSL July 2024

Protect and enhance
the environment



MOSL

Strategic Priority Statement

The Government’s strategic priorities for Ofwat:

As part of Ofwat’s duty to further the consumer
objective, there is a need to explore whether changes to
market rules, processes, and structures can deliver
better outcomes for customers, society and the
environment.

However, the regulatory framework alone will not deliver
iImprovements to the market. All parties, including
water companies, retailers, other market
participants, the Market Operator (MOSL),
government, and Ofwat must continue to come Use markets to

together to play their part. deliver for customers

& |




Have we listened to the call for action? MOQSL

STRATEGIC
%egwe_p_ ._ Customer Water
Value creation Service Efficiency is
Excellence Core

A\ 4

Strategic Panel Priority Market

Outcomes and Areas of Work

6 September 2022

Get the Get the
money basics Innovation

Water

el el Efficiency

*As set out in September 2022 10



The role of trading parties

A total of 44 trading
party members
working to improve the
market across the Panel
and its Committees

Group

Metering

Committee

Established by Panel to support
an improvement programme

MOSL

Established by Panel Committee
to support improvement work



Market codes

Key principle for code changes to deliver customer benefit

Code improvements driven through improvement programmes

Improved process for raising changes — first change
raised by third party

Strong governance and trading
party representation

12



MOSL

Market processes

Introduction of Bilaterals hub — simpler, faster transactions

CMOS process improvements — smoother process for meter readings,
migration to the cloud

My MOSL - single portal for key market processes



MOSL

Market structure

fc%'OKQ\ Strategic Panel and Code Change Committee — clear governance in place

,70 mo O Support for RWG and Best Practice Guides

O0O0 .
fm Performance Assurance Committee formed




anel roadmap

Overview of actions

Figure 1 below provides a high-level overview of the 34 actions set out in this roadmap that the Panel believes need to be taken to meet the market
conditions identified for the market to begin to flourish. These actions are split by stakeholder, theme and when the action needs to be taken by.

STR ATECI'C The Panel believes that the early establishment of the customer engagement and protection conditions, defivered by the actions circled in red, will
help support any decisions 1o review the REC. More detail behind each action and the market conditions they help to meet can be found in Section
PANEL 6 of this document and in Appendices H and 1.

& Committees Figure 1 - Overview of actions by stakeholder, theme and date by which the action is expected to be completed

2030 onwards
S W eerage O WA Whclecriers

v

The letter before each action
corresponds to the party
idemtified as responsible for
delivering it (P=Strategic
Panel, W=Wholesalers,
R=Retadlers, M=MOSL,
C=CCW, O=0fwat, D=Defra).
l The colours represent the
three themes identified.

Strategic Panel Priority Market

Cestomer engagement & choice

Outcomes and Areas of Work

esmm:mx /T Whowsales L Reaiiers MOS ww cow (@) oo MW oun OE“"; ey ey

Roadmap to a Flourishing Market Page 4 of 35




MOSL

Informing MOSL's strategy

Transform >

&)

2r Security Market Evolution

Influence policy and

promote solutions
to support a
flourishing market

MOSL's focus for Water Security:

7 gl SFEN D [ TR Strategic direction provided by the Strategic

Panel on areas of the MOSL strategy that support

* Market data segmentation a flourishing market.




A working example

Driver

PR24 and beyond: Creating tomorrow,
together

Q

of@@at

Ofwat set out expectations
for smart meter rollouts
and data standards

Direction

STRATEGIC
PANEL

Strategic Panel sets out
recommendations in
National Metering Strategy

Data Sharing mechanism a
recommendation

MOSL

Delivery

Metering in the
Non-Household
Water Market

MOSL helps monitor [ o @
and deliver actions s

. . data in the NHH retail
with oversight from market

Strategic Case

Metering Committee e

>

Strategic Metering
Programme

MOSL supports the
development of the
business case for a data
sharing mechanism



How do we drive change:

* Market Performance Framework Reform
» Retail Exit Codes review

* Independent Commission
 Legislation change

While continuing to improve...

56

Market Market Market
codes processes structures




Any questions?




Roadmap to a Flourishing Market

STRATEGIC
PANEL

& Committees

Rick Hill — Independent Panel Member
MOSL CEO Forum — 12 December 2024




Roadmap to a Flourishing Market

e Published in September following extensive engagement
and consultation

* The last review of Retail Exit Code (REC) price protections
suggested the market was not delivering for customers of
all sizes - the roadmap sets out what needs to change

e It aims to provide confidence that customers will remain
protected and could benefit from more self-regulation and
increased competition

 The approach to developing the roadmap was endorsed by
Ofwat and Defra.

g STRATEGIC PANEL & Committees

Roadmap to a Flourishing Market

Strategic Panel

September 2024




@ STRATEGIC PANEL & Committees

Roadmap in numbers

market
conditions

actions

. Customer engagement and choice |.e. what needs to be achieved to Actions to deliver the desired market
. Accurate and accessible data deliver greater benefits for customers conditions

Processes, capability and

economics



Final roadmap - actions

2025

P1. Report on progress to
a flourishing market

01. Update the open
water website

M2. Basic Query tool on
Open Water Website

02. Ofwat incentives on
Whaolesalers

M1. A reformed MPF
appropriately
incentivises
wholesaler and retailer
performance

W1.Communicate tariffs,
customer incentives &
initiatives to retailers

7~ R1. Notify businesses of

- recently occupied

vacant sites

P2. Debate on NHH open
market data

P3. Debate on centralised
data

. Review and refine

market eligibility

>

Strategic Panel A

©e 0O

OO0 e

2026

03. Produce plain English
guide

04. Retailer and TPI
‘fairness framework’

05. Wholesaler ‘fairness
framework’

06. Define list of
fields/information to
be included on or
with customer bills

07. Sandbox supports
innovation

08&. Develop and
communicate |5A
process (inc. SOLR)

R2. End Contract Notices

C1. Key information for
customers on or with
bills

R3. Compliance with key
information

P5. Review Switching
Provisions
W2.Incentivise retailers

to reduce demand

1. Define incentive
schemes to reduce
demand

Wholesalers é, Retailers

] @ & &

2027

D3.

D4.

09,

Legislative
changes to
the WIA (ISA)
Deliver an
awareness
campaign if
needed
Review the
balance of
regulation
and
competition

R4. Retailers offer

tariffs to
incentivise
demand side
response

. Reviewr

provisions for

independent

networks and
new builds

. Legislative

changes to
the WIA
(change
process)

MOSL

2028

R5. Share
accurate,
granular

consumption
data

O C2. Define TPI

principles
M3.Create a data

model for

consumption

benchmarking
by market
segment

CCwW

@ Ofwat

2029

A W3, leverage

- smart
technology
to stimulate
demand-
side
response

M4. Smart
settlement

@ STRATEGIC PANEL & Committees

2030 onwards

©

WaWholesalers
to have
rolled out
smart
metering
technology

"

Customer engagement & choice

Accurate and accessible data

Processes, capability & economics

I’

% Defra O

Earlier delivery may
advance the REC Review



f@ Defra actions

Delivery by April 2026

D1 - Define scalable
water credit schemes
to reduce demand

Delivery by April 2027

D2. Review
provisions for
independent
networks and new
builds

Delivery by April 2027
D3 Change the Water
Industry Act (WIA) to
strengthen the
Supplier of Last
Resort element

Delivery by April 2027

D4. Evaluate the
need for a centrally
driven market
awareness campaign

@ STRATEGIC PANEL & Committees

Delivery by April 2027
D5. Make changes to
the WIA to reduce

Ofwat obligations to
support a more
efficient change
process

Customer engagement & choice

Accurate and accessible data

Processes, capability & economics
L A




g STRATEGIC PANEL & Committees

Approach to delivery

A Roadmap Delivery Document in early 2025 will replace the
Panel priorities to set out Panel work going forward

A Panel Subset will oversee delivery of the Roadmap with an
initial focus on 2025 and REC review actions

e Actions will be mapped to existing groups and work to identify
any gaps or extra support needed to taking actions forward

 The subset and Panel will regularly monitor progress on actions
and market health indicators and will report annually




Independent Water Commission

Secretariat to the Independent Water Commission

12 December 2024



Overview

* On 23 October, the Secretary of State and the Deputy First Minister for Wales and Cabinet Secretary for
Climate Change and Rural Affairs launched an independent commission on the water sector
regulatory system.

« The commission is being chaired by Sir Jon Cunliffe, former Deputy Governor of the Bank of England.

« The chair will invite views from an advisory group of experts, covering areas including the
environment, public health, consumers, investors, engineering and economics.

It will make recommendations to the UK government and Welsh Government, and the Terms of
Reference have been endorsed across all relevant departments.

« The end product will be a report by Q2 2025. The UK and Welsh governments will then respond and
consult on proposals to take forward. We expect this will form the basis of further legislation.

* In addition to stakeholder engagement, the commission will also publish a general call for evidence to
bring in a broad range of views.

27



Water Commission Chair Sir Jon Cunliffe:

"I’'m honoured to be appointed as chair of the government’s new Water Commission. It is vital
we deliver a better system to attract stable investment and speed up the building of water
infrastructure.

"Working over many years in the public sector, in environment, transport and the Treasury, and
the Bank of England, | have seen how the regulation of private firms can be fundamental to

incentivising performance and innovation, securing resilience and delivering public policy
objectives.

"I am looking forward to working with experts from across the water sector, from environment
and customer groups and investors, to help deliver a water sector that works successfully for
both customers, investors and our natural environment."

28



Indicative timeline for the Commission

_ Final After Q2 2025:
Call for Evidence Analysis of evidence - ina . Government
epor response

Evidence gathering and

Launch
engagement
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The Commission will be broad-ranging, covering eight objective areas

Obijectives:

Clear Vision: Establishing clear outcomes for the future and a long-term vision
for delivering environmental, public health, customer, and economic outcomes.

Strategic Planning: Adopting a strategic spatial planning approach to

Financial Resilience: Ensuring a regulatory environment that attracts
investment and supports financial resilience for water companies.

Better Regulation: Rationalising and clarifying requirements on companies to
secure better environmental, customer, economic and financial outcomes.

Empowered Regulators: Ensuring regulators are effective in holding water
companies to account.

Improved Delivery: Improving the industry’s delivery capacity, including the
supply chain and consideration of how to drive innovation.

Consumer Protection: Safeguarding consumer interests and affordability
through transparent and fair governance.

Resilient Infrastructure: Delivering and maintaining robust infrastructure on
time, anticipating future needs and climate challenges.

managing water, tackling pressures at a catchment, regional and national scale.

In scope:

Limited to the water sector
and related strategic
regulatory frameworks
Housing, planning,
agriculture and drainage
will be in scope where they
Interact with strategic
planning across the water
system

Wales will be in scope

Out of scope:

Nationalisation will be out
of scope

Live Price Review 24
process.

30



Questions

31
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Chaired by Sarah McMath
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