CPMO040 / CPW121 — Consultation Summary

Introduction

The consultation on CPM040 / CPW121 ‘MAC and WRC Principles’ opened on Monday 24 May 2021.
It was originally scheduled to close Monday 14 June but following discussion with the Panel and
Ofwat this was extended to Friday 18 June 2021. The consultation ran concurrently with the
consultation on Panel composition (including Change Proposals CPM021/CPW125 and
CPM039/CPW124) and the consultation on Panel purpose.

Engagement
To encourage discussion and response to the consultations, the following engagements took place
around the consultation:

Date \ Event Format

10 May 2021 Strategic User Forum | Workshop on the purpose of the Panel facilitated
by Satori Board Review. Headline Report

20 May 2021 UKWRC Overview of the consultation

20 May 2021 Market Focus Article on the consultations

24 May 2021 Website Dedicated web-page on MOSL website.

24 May - 14 Jun Mailchimp Emails Launch (24/5), Extension (11/6) and reminder
(14/6)

24 May - 18 Jun Linkedin Social media campaign advertising the

Twitter consultation, webinar and seeking views
7 Jun 2021 Webinar 43 participants joined a webinar hosted by MOSL

and chaired by Karma Loveday, editor of The
Water Report. Participants were given an
overview of the consultations, the participated in
quick polls and asked questions of: Trisha McAuley
(Panel Chair), Adam Richardson (Panel Secretary),
Stuart Boyle, Tom Daborn and Flo Monea (MOSL

Presenters).

8 Jun 2021 MEUC Summer Policy | 30 participants heard a presentation by Adam

Event Richardson (Panel Secretary) and participated in

quick polls.

16 June 2021 Market Focus Article on the consultations

Quick Polls

Question Yes No

7 June Webinar: Do you think customer benefit should be the main 50% 50%

driver for change in the water retail market?

Social Media: Do you think customer benefit should be the main 74% 26%

driver for change in the water retail market?
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https://mosl.co.uk/document/3854-strategic-user-forum-headline-report-10052021-v1-0
https://mosl.co.uk/news-and-events/news/publications/market-focus/market-focus-may-2021
https://mosl.co.uk/groups-and-forums/panel-committees-and-subgroups/the-panel/panel-effectiveness-review/governance-review-consultation
https://mosl.co.uk/news-and-events/news/publications/market-focus/market-focus-june-2021

Industry Consultation Responses

This document sets out the responses received from all 20 respondents to the Industry Consultation
for CPM040 / CPW121. The respondents to the consultation were:

Group Number of Respondents

e DwrCymru

e Southern Water

e Wessex Water

e Northumbrian Water
Limited

e Severn Trent Water

e Affinity Water Ltd

e Anglian Water Services

e Thames Water Utilities
Limited

e Yorkshire Water

Total Respondents 20

Wholesalers 13

Retailers 5

Other 2

Wholesalers: Retailers: Other:

e South West Water e Business Stream e Major Energy Users'

e Wessex Water e Wave Council (MEUC)

e United Utilities Water e (Castle Water e Consumer Council for
Limited e Pennon Water Services Water (CCW)

e Portsmouth Water Ltd e Waterscan Limited
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1. Summary of the Industry Consultation Responses

This section sets out a summary of the 20 responses received to the consultation questions. The full
consultation responses are set out in section 2.

Question 1: Do you consider that the proposed principles would better

facilitate decision-making by the Panel? Please explain your answer.
Out of the 20 respondents:

e 20 AGREED (13 Wholesalers, 5 Retailers and 2 Other); and
e (0 DISAGREED.

All Trading Party respondents agreed that the proposed principles would better facilitate decision-
making by the Panel.

Nine respondents (United Utilities Water Limited, Dwr Cymru, Northumbrian Water Limited, Seven
Trent Water, Yorkshire Water, Business Stream, Pennon Water Services, the MEUC and Consumer
Council for Water) agreed that the current code principles present gaps when it comes to customer
interests. They have agreed that having a primary principle of customer interest would act as a
guiding light on all Panel and Committee decisions. Affinity Water Limited believe that a primary
customer principle should make it clear that any changes that do not satisfy this first requirement
should face more scrutiny. This will ensure the Panel can focus on areas which will ensure
customers’ needs are met and ultimately the market should be operating more effectively for
customers and this principle is representative of that. Northumbrian Water consider that the lack of
direct mention of customer benefit/outcomes is a clear omission from the codes as currently drafted
and this change would resolve this.

Affinity Water Limited raised concerns regarding the ability to demonstrate customer benefits when
the tangible benefit may be a more efficient process between Trading Parties and would allow them
to operate more efficiently.

Castle Water agreed that the proposed set of principle would better facilitate decision-making by
the Panel only if duly observed in the Panel’s decision-making (unlike the current principles, which
are not wildly different from the proposed new ones). It should be a strict requirement on the Panel
- and on MOSL as Panel Secretariat - to demonstrate substantive observance. In the light of
uncertainty over the availability of Judicial Review, there should be sanctions for failure, including
dismissal of the Chair, Panel or Secretariat by the Board. Even this would, however, make
improvement only at the margin unless the decision-making processes themselves are made more
thorough, effective, transparent and timely.

Question 2: Do you consider that the proposed principles would better
facilitate customer benefits and innovation in the market? Please explain your
answer.

Out of the 20 respondents:

e 19 AGREED (12 Wholesalers, 5 Retailers and 2 Other); and
e 1 OTHER (1 Wholesaler).

Agreed
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19 out of 20 respondents agreed that the proposed principles would better facilitate customer
benefits and innovation in the market. South West Water, Wessex Water, United Utilities and Dwr
Cymru have mentioned that the proposed set of principles will provide a renewed focus on
facilitation, innovation and improve customer benefits by bringing higher consideration of the
customer in Panel decisions. Similarly, Yorkshire Water, Pennon Water Services and Waterscan
Limited suggested that the introduction of a primary principle around customer benefit would steer
the future code changes in the right direction.

Castle Water have stated that the primary principle should make it clear that the codes to not exist
to deliver customer benefits other than through their effective operation and that of the settlement
regime. They have also suggested the introduction of “... by ensuring the fair and effective
settlement of transactions between market participants” at the end of the primary principle.

The MEUC and CCW have also agreed that the proposed set of principles would better facilitate
customer benefits in the market and well as innovation. CCW have suggested that if the proposed
principles are adopted, efforts should be made to clearly communicate and promote them to market
participants in order to ensure these are embedded from the start and understood by every Trading
Party.

Other

Northumbrian Water Limited have not provided a direct answer to above question. They have
agreed that the proposed set of principles would better facilitate customer benefits however they
mentioned that the simple inclusion of a principle will not improve the innovation in the market.
They do not believe this will bring about negative impact in this area, but it will not improve
innovation either.

Question 3: Do you consider that the proposed principles would better
facilitate effective competition in the market (e.g. effective operation of the

market and market entry)? Please explain you answer.
Out of the 19 respondents:

e 12 AGREED (9 Wholesalers, 2 Retailers and 1 Other); and
e 7 NO CLEAR PREFERENCE PROVIDED (4 Wholesalers and 3 Retailer).

Agreed

12 out of 20 respondents agreed that the proposed principles would better facilitate effective
competition in the market.

South West Water, Southern Water, Wessex Water, United Utilities Water Limited, Thames Water,
Wave, and Waterscan Limited have agreed that the consistency between the Market Arrangement
Codes (MAC) and Wholesale-Retail Code (WRC) principles as well as clearly defined principles would
promote a more effective operation of the market. Affinity Water Services believe that a market that
ensures the customer is at the forefront of every decision should, with time, enable efficient
operation which will allow Retailers to operate and distinguish service from one another, rather than
feel potential impacts of the region they operate in. This will make it easier for new Retailers to
enter the market regardless of area or size. CCW have agreed with the above statement adding that
there is a supporting principle on ‘Continued development and sustainment of an effective market’
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that specifically acknowledges that the MAC and WRC should facilitate, and not introduce barriers
to, effective competition. It was suggested that there will be important to monitor how well the
principles achieve this for them to prove effective.

Portsmouth Water Limited have agreed that the strategic changes will make for more effective
operation of the market however market entry will not be impacted as this is a determined by
Ofwat. Castle Water consider that ‘importing language from Ofwat’s statutory duties, however,
makes for fudge and uncertainty’ and that ‘whether appropriate’ should be deleted.

No Clear Preference Provided

Seven respondents did not provide a clear preference when asked if the proposed solution would
better facilitate an effective competition in the market.

Northumbriam Water Limited mentioned that there is no evidence or view on the likely outcome of
this change on the competition in the market. Anglian Water Services and Pennon Water Services
consider that the impact on competition is neutral. Yorkshire Water stated that the current principle
relating to competition is clear and there is no evidence to prove that the proposed change will
better facilitate effective competition in the market.

Question 4: Are there any principles that should be included but are not
included in the proposed solution for CPM040 / CPW121? Please provide the

rationale for including each missing principle.
Out of the 20 respondents:

e 6 ADDITIONAL OR AMENDED PRINCIPLES (6 Wholesalers and 1 Other); and
e 14 NO CHANGE (8 Wholesalers, 5 Retailers and 1 Other)

Additional or Amended Principles

Six respondents consider the proposed set of principle is missing some principles or further work is
required.

Portsmouth Water Limited suggested that cost effectiveness and proportionality of any changes for
Trading Parties should be included. Southern Water mentioned that there should be an additional
supporting principle to ensure that the market design considers the economic impact to Trading
Parties and provides equitable outcomes based on the regulated economic framework in which the
Trading Parties operate. It was mentioned that it is important that the Strategic Panel and the Code
Committee understand decisions in relation to the funding of Trading Parties. For instance, should
the Panel or Code Committee deem it appropriate to remove all credit security arrangements from
the WRC in order to reduce Retailer costs and improve customer outcomes, there would be an
increase in risk to Wholesalers which is not funded under the current economic regulatory regime.
Whilst Ofwat have clear sight of this economic relationship, it is important that market governance
groups have such visibility and consider the economic impacts on Trading Parties in its decision
making.

Northumbrian Water Limited notes the removal of the requirement to assess seamlessness across
Scotland and the Scottish market. The papers are silent on the rationale for this and to some extent
could be seen as contradictory to the new Primary Principle. There are lots of customers that
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operate on a UK wide national basis and it could be argued that removing this is detrimental to their
interests. It is recognised that without any form of reciprocal requirement in the Scottish Market this
requirement seems unbalanced. Given that they have customers who operate in Scotland, England
& Wales, an understanding of the rationale for the change would be useful in order to make an
informed response on this point.

Severn Trent Water suggested a principle of Measurability should be included. This would provide
the ability to measure the improvement made after the change has been implemented (post change
review).This could be considered to keep a check on the decision making process to ensure changes
are in fact having the benefits that they claimed. This would also be a good measure of success and
effectiveness for the Panel. Also, a principle that all code changes made should undergo a post
change assessment has been proposed by Severn Trent Water. This is to determine whether the
changes have the effect and impact as intended (this is a good one to drive continuous
improvement).

Thames Water Services pointed out that the term ‘Trading Party’ is not included in the primary
principles proposed. They consider that the codes must be governed in a way that enables Trading
Parties to meet their market obligations.

CCW suggested the strengthening of the principles which include possibly ambiguous wording. It
was also mentioned that it is important to extend the principle on a “Seamless Non-Household
Customer experience” to state that, in addition, it should deliver customer benefits, as an
experience may be positive but deliver no tangible customer benefits

No Change

14 respondents have not identified any missing principles from the proposed set. They have
mentioned that the proposed principles facilitate better representation of customer outcomes and
provide tangible benefits to customers.

Question 5: Are the any principles in the proposed solution for
CPMO040/CPW121 that should be excluded? Please provide your rationale for

each excluded principle.
Out of the 20 respondents:

e 20 DISAGREED (13 Wholesalers, 5 Retailers and 2 Other)

All respondents have agreed with the proposed set of principles and consider there would be no
merit in excluding any of them. Yorkshire Water mentioned they are supportive of the review of the
MAC and WRC principles which bring together the existing principles along with new ones that
provide clarity and direction along with clearly defining in some areas the roles and responsibilities
of the market members with an overachieving principle to protect and promote the interests of
customers.

Question 6: Can you identify any impacts (direct or indirect) on customers?
Out of the 20 respondents:

e 17 IDENTIFIED IMPACTS (11 Wholesalers, 4 Retailers and 2 Other); and
e 3 IDENTIFIED NO IMPACTS (2 Wholesalers and 1 Retailer).
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Impacts

17 respondents have identified direct and indirect impacts on customers. South West Water,
Northumbrian Water Limited and Wessex Water have not identified any direct impacts however it
was stated that the future code changes with tangible customer benefits will be more likely to be
progressed and that over the medium to long term, the new set of principles will improve service
standards. Severn Trent Water have also agreed that the new set of principles would help customer
benefiting changes to be recommended to Ofwat more easily.

Anglian Water Services stated that greater focus on resilience will bring benefits to customers (both
Non-Household and Household) and the environment. Waterscan Limited mentioned that
transparency and clarity will have a positive impact on Trading Parties and the clarity will remove
challenges, unnecessary friction and administration.

The MEUC and CCW have identified that if there was a primary principle on furthering the customer
interest that in practice guided every Strategic Panel/Change Committee decision, the cumulative
result should be of benefit for customers. This would extend to which changes are prioritised and
the speed at which change is delivered, as well as ensuring the customer interest was paramount in
each individual matter considered. If the principles have the intended effect, then they should help
ensure that the focus of future code change proposals is on the impact on customers and ensuring
that the market is properly geared towards delivering greater benefits for customers than are
currently realised. CCW has also suggested that when assessing a potential change to the market,
the first question that should be asked is ‘How will this benefit customers?’.

No Impacts

Three respondents have not identified any impacts (direct or indirect) on customers.

Question 7: Can you identify any impacts (direct or indirect) on Trading

Parties?
Out of the 19 respondents:

15 IDENTIFIED IMPACTS (10 Wholesalers, 4 Retailers and 1 Other); and
4 IDENTIFIED NO IMPACTS (3 Wholesalers and 1 Retailer).

Impacts
15 respondents have identified direct and indirect impacts on Trading Parties.

South West Water, United Utilities Water Limited and Severn Trent Water stated that the proposed
set of principles will provide clarity on the criteria for code changes and it will align potential code
changes to the regulator’s vision for the market. It was also stated that the new principles should
simplify the process of raising a change, as they are easier to understand and consistent for both
MAC and WRC proposals. This could also have an impact on both Trading Parties and the Panel in
that this may lead to an increase in the volume of proposals submitted however the clarity provided
and simplification of the process should offset this.

CCW mentioned that the new principles should bring greater clarity on the criteria against which to
judge any proposed changes. Yorkshire Water stated that the proposed principles further develop
the existing principles and provide clarity as to roles and responsibilities of stakeholders in the in the
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market. They provide clear direction explicitly stating the need to focus on the interests of
customers.

Anglian Water Services, Business Stream and Wave stated they are not sure on what the impacts
would be (positive or negative) however it is anticipated there would be minimal impact.

No Impacts

Four did not identify any impacts (direct or indirect) on Trading Parties.

Question 8: Can you identify any impacts (direct or indirect) on Panel?
Out of the 18 respondents:

e 14 IDENTIFIED IMPACTS (9 Wholesalers, 4 Retailers and 1 Other); and
e 4 IDENTIFIED NO IMPACTS (3 Wholesalers and 1 Retailer).

Impacts
14 respondents identified direct and indirect impacts on Panel.

Anglian Water Services believe that the proposed set of principles would provide a greater focus on
resilience. South West Water, United Utilities Water Limited, Southern Water, Wessex Water,
Severn Trent Water and CCW have identified positive impacts on Panel’s decision-making. It has
been mentioned that the new principles will provide a clear and transparent framework against
which to judge whether a change proposal is recommended for approval. South West Water have
also mentioned that this could have an impact on both Trading Parties and the Panel in that this may
lead to an increase in the volume of proposals submitted however the clarity provided and
simplification of the process should offset this.

Wessex Water and Yorkshire Water stated that the proposed principles would provide clarity to
market participants and will support the Panel and its Committees in carrying out their
responsibilities in the market.

Waterscan Limited suggested that MOSL will need ensure the Panel papers include analysis that
enables the Panel to assess against these principles effectively and provide greater transparency on
activities being undertaken, much of which is not visible, or easily accessible at present.

No Impacts

Four respondents did not identify any impacts (direct or indirect) on Panel.

Question 9: Can you identify any impacts (direct or indirect) on MOSL?
Out of the 19 respondents:

e 12 IDENTIFIED IMPACTS (9 Wholesalers, 2 Retailers and 1 Other); and
e 7 IDENTIFIED NO IMPACTS (4 Wholesalers and 3 Retailers).

Impacts
12 respondents identified direct and indirect impacts on MOSL.

United Utilities Water Limited, Severn Trent Water and CCW stated that the new set of principles
would improve the quality of code change recommendations which in return may reduce the time
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and resources MOSL require to help develop them. It should also allow MOSL to more easily triage
those change proposals received and help to provide prioritisation advice to Panel.

Yorkshire Water and Wessex Water suggested the proposed solution will improve the clarity around
the respective responsibilities, of regulator, market stakeholders and MOSL.

No Impacts

Seven respondents did not identify any impacts (direct or indirect) on MOSL.

Question 10: Does the legal text deliver the proposed solution for CPM040 &

CPW121? If no, please explain your answer
Out of the 20 respondents:

e 16 AGREED (10 Wholesalers, 5 Retailers and 1 Other); and
e 4 NO RESPONSE PROVIDED (3 Wholesalers and 1 Other)

Agreed

16 respondents agreed that the legal text delivers the proposed solution for CPM040 & CPW121.
Southern West Water stated that the legal text clearly outlines and provides the necessary
framework to enable the proposed solution to be enacted and for the principles to be met.

No Response Provided

Four respondents have not provided their views on the whether the legal text delivers the proposed
solution.

Question 11: Do you have any other comments?
Out of the 20 respondents:

e 18 HAD NO FURTHER COMMENTS (12 Wholesalers, 5 Retailers and 1 Other); and
e 2 PROVIDED FURTHER COMMENTS (1 Wholesalers and 1 Other)

THE MEUC stated that it is hard to see why anyone could reasonably object to the idea of putting
customer interest as the primary principle in a market that was opened specifically to improve
outcomes for customers.

Yorkshire Water mentioned they welcome this review of the MAC and Wholesale Retail Code
Principles and can see the benefit of how existing Principles have been reworded or grouped to
provide clarity and direction. It was also mentioned that the review is attempting to address some
market frictions in clarifying the need for Trading Parties and customers to manage water resources
and the environment. However, whilst the principles have been reviewed and improved it is the
responsibility of all market participants to adhere to the Principles, the Principles themselves will not
deliver improvements that is up to those who operate in the market
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2. Full List of Consultation Responses
This section provides the full set of responses received in the Industry Consultation for CPM040 / CPW121.

Question 1. Do you consider that the proposed principles would better facilitate decision-making by the Panel? Please

explain your answer.
Wholesalers

Yes. The proposed primary principle underpinned by eight clear and well-defined supporting principles will create a more
focused basis for decision making. By removing the difference between MAC and WRC principles this provides clarity around
the desired market outcomes, will ensure consistency, expedite the process and increase the panels effectiveness.

Yes. They provide clearly worded set of principles that the Panel can easily reference when considering their decisions.

We agree that the proposed principles would better facilitate decision-making by the Panel, having a primary principle
protecting & promoting non-household customer interests is the most important consideration for the market and should
be the primary principle considered by the Panel. The supporting principles are also sensible principles to follow and mostly
refine the principles already followed.

Yes. With the split of responsibilities between strategic and transactional approaches we believe the proposed principles
will facilitate better decision making.

Yes, the proposed principles are clear that the end customers should be at the considered at all stages and during decisions
made by the Panel. The consistent principles across the Market Arrangements Code and Wholesale Retail Code remove any
ambiguity and potential conflicts.

Yes, the proposed principles provide more clarity and are better focussed on customer outcomes which will improve
decision making.

Yes, they we think the change makes the principles less ambiguous and therefore should facilitate better decision making.

We are supportive the proposed changes and the reason for this support is very simple. the lack of direct mention of
customer benefit/outcomes is a clear omission from the codes as currently drafted. This solution corrects that omission and
is strongly supported for this reason.

Yes, we feel at this stage of market development, following the vision expressed by the regulator in the RISE report, a
modification of the Principles needs to be undertaken to correctly focus attention on the benefits to customers and to the
development of a sustainable effective market.

Currently decisions are made using headline words only in terms of market impacts and we believe this leaves too much
open to interpretation as to what ‘Good’ looks like. The proposed changes provide clarity and detailed backing to the
overarching principles we would wish to see in the market as it develops.
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We do believe that the proposed principles would better facilitate decision-making by the Panel, these are clear and should
remove any ambiguity around the justification when considering these. This should also allow other trading parties the
ability to review any decisions against these more clearly.

A primary customer principle should make it clear that any changes that do not satisfy this first requirement then any
proposal will face more scrutiny This will ensure the panel can focus on areas which will ensure customers’ needs are met.
Ultimately the market should be operating effectively for customers and this principle is representative of that.

Our only concern is that sometimes it may be hard to demonstrate a customer benefit when the tangible benefit may be a
more efficient process between trading parties which will be hard to quantify yet would allow trading parties to operate
more efficiently.

An example is the current deregistration process for the EXIT scenario as trading parties must undertake a number of
workarounds, although the customer may not directly feel the impact trading parties would see a benefit (time and money)
if this process was simplified.

Yes. We consider that the resilience principle in particular will help to drive decision-making towards the right outcomes.
Beyond this we hold a view as to whether the other changes will lead to more effective decision-making.

Yes, the proposed principles may facilitate decision-making at the Panel, as long as these principles are embedded into the
Code change process and provided that they are used as criteria to assess new change proposals.

Yorkshire Water agree that the proposed Principles would better facilitate decision making by the Panel or those reviewing
the changes on behalf of the Panel.

The new Primary Principle should ensure that the customers are at the heart of decisions made by those reviewing
proposed changes.

The rewording of existing principles widens the scope of those Principles and will better facilitate decision making.
The new supporting Principles will better facilitate decision making and bring into focus areas that are import now and for
the future such as resilience and innovation that benefits customers. They also provide clarity in relation to responsibility

such as Trading Parties being responsible water resources and environmental considerations.

Whilst the proposed changes should better facilitate decisions making it is important that those proposing changes make
reference to the Primary and Supporting principles in their submission along with providing substantial evidence to support
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it. Where it is clear that the change proposal does not support the Principles the submission should be returned without
progressing further

Retailers

Yes

The market codes are currently more aligned to a settlement code in that they ensure that wholesaler charges are accurate
and that payment is made on time. Customer outcomes were not necessarily considered when the codes were drafted.

As the market is for the benefit of customers the proposed principles will help to give focus when making decisions.

Yes, these are much clearer in their intent and more focused on what the market is seeking to achieve and therefore should
steer the Panel’s decision making more effectively.

Yes, if duly observed in the Panel’s decision making (unlike the current Principles, which are not wildly different from the
proposed new ones). It should be a strict requirement on the Panel - and on MOSL as Panel Secretariat - to demonstrate
substantive observance. In the light of uncertainty over the availability of Judicial Review, there should be sanctions for
failure, including dismissal of the Chair, Panel or Secretariat by the Board.

Even this would, however, make improvement only at the margin unless the decision-making processes themselves are
made more thorough, effective, transparent and timely. As we note elsewhere, this includes the decisions of Ofwat in its
role as ultimate decision maker on the Codes. The interaction of Ofwat’s statutory duties with these Principles in its
execution of this role needs to be clarified.

Yes as it simplifies and explains the principles clearly specifically around customer outcome

Yes - the proposed principles remove ambiguity, therefore, providing clarity in simplifying the approach and reducing the
number of principles this now provides an excellent reference for evaluation when making decisions. The principles cover
the key areas that should be considered and the level of detail below the headings of the supporting principles is very well
articulated.

Yes. A single set of principles across the MAC and WRC would be more coherent/consistent and therefore better to guide
Panel decision-making. Having a primary principle of customer interest would act as a guiding light on all decisions.

We support and welcome the proposed principles and agree they should help to better facilitate the Panel and Committee
decisions making process. Most importantly a number of the proposed principles are centred round customers. The
primary principle seeks to ensure the Market Arrangements Code (MAC) are maintained, operated and developed to
protect and promote the interests of, and participation by, existing and future non-household customers, and a number of
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the other principles focus on promoting innovation that benefits customers and delivering a seamless experience for
customers.

Aligning the principles across the MAC and Wholesale Retail Code (WRC) should help to eliminate any potential confusion
that the previous principles may have created through being inconsistent or contradictory. We also feel that the proposed
principles are clearer in their meaning, but could be strengthened further. For example, it is possible that some of the
ambiguity that wording such as “wherever appropriate”, “unnecessary” and “seamless” could render these principles less
effective than intended. We question what a “seamless” customer experience would look like and when would it not be

considered “seamless”? We would welcome this being further considered to strengthen the principles.

To better facilitate decisions, the Panel and Committees may benefit from further direction about the extent to which the
principles must be satisfied in order to recommend change proposals. This should help achieve a balanced decision where a
proposed change clearly satisfies one or more of the principles but is neutral on others. We want to see an assessment
made against each principle in order to demonstrate that proposers have fully considered them and show that Panel have
made their assessment against each. However, the Panel and Committees may need to retain the ability to exercise an
element of judgement and discretion when considering code change proposals, particularly where some principles are not
met.

Question 2: Do you consider that the proposed principles would better facilitate customer benefits and innovation in the

market? Please explain your answer.

Wholesalers
Yes. The proposed more focused set of sharply defined principles will provide a renewed focus on facilitating innovation and
maximizing customer benefit. The introduction of these principles will help ensure that further tangible benefits are
provided to customers and will accelerate innovation to the benefit of customers the market and Trading Parties.
Yes, we strongly believe that there should be greater consideration of the customer in Panel decisions. Any changes to the
principles which reinforces such a requirement is supported.
Yes, given that the primary principle is centred on customer benefits & innovation is specifically called out in the ‘Continued
development and sustainment of an effective market’ & ‘Market led’ principles both customer benefit & innovation should
be better facilitated by the proposed principles.
Providing end to end decision making process is efficient, and with the split of responsibilities between strategic and
transactional approaches, we consider the proposed principles will facilitate customer benefits and innovation .
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The changing of the primary principle to protect and promote the interests of non household customers puts customers at
the forefront. With the customer focus being carried through into the supporting principles ensuring that the customer is
considered at every step.

Yes, the primary principle will clearly focus the market on customer benefits, whilst the supporting principles of ‘continued
development’ and ‘market led’ will promote innovation in the market.

| think as part of a raft of changes to the work of the Panel yes.

Yes to customer benefits - the revised principles provide both primacy to, and clarity on, the need to focus on customer
outcomes.

No to Innovation —we do not believe that the simple inclusion of a principle will improve innovation in the market. It will
not negatively impact the area and will help in the assessment and support of changes that aid innovation, but will not in its
own right improve innovation.

The proposed principles place the customer more firmly at the heart of the market objectives, thus introducing a Market led
approach rather than industry focussed development. These changes also make more room for Innovation and also
resilience, which recent events have taught us all will be required.

We believe this to be the case as it gives the customer more significance through changes to the principles and objectives
set out in the market codes. With tThe customer would be the set as the main point of focus, it will ensure that all trading
parties are fully aware of this and is clear..

We consider that the proposed principles could improve customer benefits through encouraging the market to focus more
closely on resilience. More broadly, customer focus and innovation is already reflected within the market principles and we
do not consider this will either improve or weaken the market codes.

The proposed principles show a commitment to facilitate customer benefits, which we are very supportive of. They remind
Trading Parties that the NHH market exists to enable Retailers to compete effectively against each other and to enable NHH
customers to switch their Retail supplier in order to achieve benefits. These benefits may be in terms of financial benefits or
in terms of Retailer services, allowing Retailers to innovate competitively on their service offerings. Running the market
efficiently is central to supporting these outcomes.

The Primary Principle as an overarching principle should ensure that all changes focus on the benefit to the customer.

Retailers

While we agree that the proposed principles would have a marginal benefit for customers and innovation these changes in
themselves are not sufficient to see the improvements that was envisaged in the RISE report. There are a number of high
level policy and regulatory issues that need to be addressed to ensure that the NHH market maximises its potential and
delivers improved outcomes for non-household customers.
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Yes, by having explicit inclusion of principles which promote customer benefits and innovation, the proposed principles
should steer code changes in the right direction.
As for Question 5 above.

The Primary Principle should, however, also make it clear that the Codes do not exist (independently or through deus ex
machina interventions) to deliver customer benefits other than through their effective operation and that of the settlement
regime. We propose adding at the end of this Principle:

“... by ensuring the fair and effective settlement of transactions between market participants.”

Yes - As above
The primary principle ensures the customer is the primary consideration when determining decisions with the introduction
of the market led principle and continued development and sustainment of an effective market further supporting that.

Yes. We strongly support the introduction of a primary customer interest principle. The current principles do not explicitly
promote what should be whole point of the market: to deliver customer benefit. Innovation is not captured by current
principles either. Innovation is likely to be a key route through which greater customer benefit could be delivered.

Explicitly stating the objectives of customer experience, benefit and innovation within the updated principles should help to
encourage market participants to submit change proposals that address these issues. This should assist in removing any
perceived barriers that may have prevented or discouraged such submissions in the past.

If the proposed principles are adopted, efforts should be made to clearly communicate and promote them to market
participants in order to ensure these are embedded from the start, understood by all and have been developed after
considering all views expressed through industry wide consultation.

Question 3: Do you consider that the proposed principles would better facilitate effective competition in the market (e.g.

effective operation of the market and market entry)? Please explain you answer.
Wholesalers
Yes. The clearly defined principle of continued development and sustainment of an effective market, to promote effective

competition and remove and not introduce unnecessary barriers to market entry ensures a correct and clear focus is
maintained and will be at the heart of any proposal and the decision-making process.
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Yes, we have been concerned that some dilution of the existing principles have been allowed to support difficult trading
conditions. Tighter adherence to the market principles would see standards improve and for those retailers unable to meet
those standards then market exit should be seen as a natural function of the market. As indeed new innovative entrants
looking to raise the standard of services should be given the opportunity.

As with the question above development of competitive markets within the water sector in England and Wales is specifically
called out within the supporting principle ‘Continued development and sustainment of an effective market’ therefore the
expectation is that this will better facilitate competition in the market.

The strategic changes will make for more effective operation of the market, and benefit the market as a whole.
We don't believe market entry will change as a result of these proposals as this is determined by Ofwat.

Effective operation of the market governed by clear principles that put the customer at it core will lay the foundation for an
everchanging effective competitive market.

An effective market and market entry is a function of the economic regime and not simply the code governing the
interaction between the trading parties. However, the proposed principles do facilitate efficient, proportional and
transparent market arrangements which should stimulate effective competition in the market and minimise barriers to
market entry.

They are seen as part of what we believe is a suite of changes. In isolation they will have a limited impact in our view.

We have no evidence or view on the likely outcome of this change on competition in the market.

Yes, we believe that the principles better facilitate effective competition. Acknowledging Customer benefit is the primary
principle, the secondary principles provide good detail on the Market-side supporting principles which are required to
ensure the market is effective and continues to improve and become more efficient. A good measure, can be taken from
those successful code changes which have already been made, they would have been supported by these principles, often
those which have been rejected by Ofwat, would have been identified through the use of this set of principles as either
requiring further work, or not being justified as a change under these principles.

Yes. A market that ensures the customer is at the forefront of every decision should with time enable efficient operation
which will allow retailers to operate and distinguish service from one another, rather than feel potential impacts of the
region they operate in. This will make it easier for new retailers to enter the market regardless of area or size.

No. Whilst not having a negative effect, we consider the changes have a neutral impact on the principles of the market
codes.

Same response as above.

The current Principle relating to competition in the market is clear and states that ‘The Market Arrangements Code should
not create barriers to entry in respect of the Competitive Market and should promote effective competition in the
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Competitive Market.” Therefore, we are not convinced that the proposed changes in themselves will better facilitate
effective competition. Other than, it has been stated in the question the ‘inclusion of efficient market entry, expansion and
exit’.

Retailers

As above, the proposed principles may have some benefit but without resolution to the long-standing issues they won't
have the desired outcome.

Yes, by having explicit inclusion of principles which promote effective competition in the market this should steer code
changes in the right direction.

As for Question 5 above.
Importing language from Ofwat’s statutory duties, however, makes for fudge and uncertainty. As noted, the interaction
between these duties and the Principles in the discharge of Ofwat’s functions in relation to the Codes needs to be clear. We

therefore propose deleting the words:

“, wherever appropriate,”.

Not particularly but there would be no detriment to competition

The consistency between the MAC and the WRC should better facilitate effective competition in the market when
considering responses with the continued development and sustainment of an effective market specifically referencing this
along with efficiency, transparency and clarity all will contribute to improvements.

Generally we agree, in so far as there is a supporting principle on continued development and sustainment of an effective
market that specifically acknowledges that the MAC and WRC should facilitate, and not introduce barriers to, effective
competition. It will be important to monitor how well the principles achieve this in order for them to prove effective.
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Question 4: Are there any principles that should be included but are not included in the proposed solution for CPM040 /

CPW121? Please provide the rationale for including each missing principle.
Wholesalers

No. The principles outlined will facilitate a better representation of customer outcomes and will provide tangible benefits to
customers.
We are comfortable with those drafted and have no further suggestions.

We do not believe any principles have been missed.

Cost effectiveness and proportionality of any changes for Trading Parties should be included.

No

There should be an additional supporting principle to ensure that the market design considers the economic impact to
trading parties and provides equitable outcomes based on the regulated economic framework in which the trading parties
operate. This would ensure any decisions concerning market arrangements proportionally considers the costs for which
trading parties are funded.

It is important that the Strategic Panel and the Code Committee understand decisions in relation to the funding of trading
parties. For instance, should the Panel or Code Committee deem it appropriate to remove all credit security arrangements
from the WRC in order to reduce retailer costs and improve customer outcomes, there would be an increase in risk to
wholesalers which is not funded under the current economic regulatory regime. Whilst Ofwat have clear sight of this
economic relationship, it is important that market governance groups have such visibility and consider the economic
impacts on trading parties in its decision making.

No we believe them to be comprehensive and an improvement.

We note the removal of the requirement to assess seamlessness across Scotland and the Scottish market. The papers are
silent on the rationale for this and to some extent could be seen as contradictory to the new Primary Principle. There are
lots of customers that operate on a UK wide national basis and it could be argued that removing this is detrimental to their
interests. It is recognised that without any form of reciprocal requirement in the Scottish Market this requirement seems
unbalanced. Given that we do have Customers who operate in Scotland, England & Wales an understanding of the rationale
for the change would be useful in order to make an informed response on this point.

A principle of Measurability, i.e. being able to measure the improvement made after the change has been implemented
(post change review) could be considered to keep a check on the decision making process to ensure changes are in fact
having the benefits that they claimed. This is also a good measure of success and effectiveness for the Panel.

A Principle that all code changes made should undergo a post change assessment, to determine whether they have the
effect and impact as intended is a good one to drive continuous improvement.
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No

N/A
We observe that the term “Trading Parties” is not included in any of the two Primary principles proposed. We think that the
Code must be governed in a way that enables Trading Parties to meet their market obligations.

No we do not consider that any of the proposed Principle should be excluded.

Retailers

No
We haven't identified any additional principles.
No.

No
There are none we can think of.
No they are all valid.

We want to see a strengthening of the principles which include possibly ambiguous wording. We also feel it important to
extend the principle on a “Seamless Non-Household Customer experience” to state that, in addition, it should deliver
customer benefits, as an experience may be positive but deliver no tangible customer benefits.

Question 5: Are the any principles in the proposed solution for CPM040/CPW121 that should be excluded? Please provide
your rationale for each excluded principle.

Wholesalers

No.
We are comfortable with those drafted and have no further suggestions.

We do not believe any of the principles in the proposed solution should be excluded.
No.

No

None.
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Retailers

Not at this juncture.

No

No

No

N/A

No

No, we are supportive if the review of the MAC and Wholesale Retail Code Principles, which bring together the existing
Principles along with new Principles that provide clarity and direction along with clearly defining in some areas the roles and
responsibilities of the market members with an overachieving Principle to protect and promote the interests of customers.

No

No.

No.

No

The impact on customers should be borne from improvements in efficiency, transparency and their interests being
embedded in the primary principles with the lack of ambiguity meaning they will benefit from consistency across the
market.

We do not see merit in excluding any of the proposed principles.

Question 6: Can you identify any impacts (direct or indirect) on customers?

Wholesalers

There is no direct impact on customers however by introducing customer benefits / outcomes as a principle we agree that

future code changes with tangible customer benefits are more likely to be progressed.
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It is very difficult to assess the direct impact of these changes. As already alluded as they place the customer at the heart of
decision making they should over the medium to long term improve service standards.

Although customer benefits should have always been considered the updated principles to make customer benefits the
primary principle should positively impact customers in the future. The benefits will be dependent on the future changes
proposed.

If correct strategic decisions are being made in an efficient manner, then customers will see the benefits sooner, as changes
will flow through to them sooner.

The changes to customer focused principles will result in improved and continually developing competitive markets,
resilience of water resources to meet current and future customer demand, water efficiency programs, innovation both in
the market and for customers engagement improving the overall customer experience.

These changes should only be beneficial to customer outcomes.

As per our previous answers we believe that these changes are an intrinsic part of what we believe to be a suite of
necessary changes to how the market operates. We would hope that the overall change will have a positive effect on
customer outcomes.

Indirectly it is hoped that these changes will produce more customer focussed changes and provide greater clarity on the
benefits to customers from changes.

We believe that the revision of principles will lead to changes which improve the market for Customers and which are more
easily agreed to under these principles. Asa result, customer benefiting changes will be recommended to Ofwat more easily
as a result.

No

Greater focus on resilience will benefit customers (both non-household and household) and the environment.

No

As previously stated, the Primary Principle should ensure that customers are at the heart of the operation of the market and
therefore the impact of any changes should have an overall benefit to customers. The proposed Principles provide clarity of
responsibilities of market participants in areas such as water resources. Current market frictions in this area should be
resolved and result in an improved service for customer in this specific area.

Retailers

There may be marginal positive impacts for the customer due to the more aligned focus.

Nothing more than already identified.

As Question 5 above.
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No

The transparency and clarity will have a positive impact on Trading Parties and the clarity will remove challenges,
unnecessary friction and administration.

If there was a primary principle on furthering the customer interest that in practice actually guided every Strategic
Panel/Change Committee decision, the cumulative result should be huge benefits for customers. This would extend to
which changes are prioritised and the speed at which change is delivered, as well as ensuring the customer interest was
paramount in each individual matter considered.

If the principles have the intended effect, then they should help ensure that the focus of future code change proposals is on
the impact on customers and ensuring that the market is properly geared towards delivering greater benefits for customers
than are currently realised. Asking the question “How will this benefit customers?” should be the first question when
assessing a potential change to the market.

Question 7: Can you
Wholesalers

identify any impacts (direct or indirect) on Trading Parties?

The simplification of clear and consistent understanding of the principles and the decision making process will allow for and
encourage Trading Parties to articulate the case for future change proposals. This could have an impact on both Trading
Parties and the Panel in that this may lead to an increase in the volume of proposals submitted however the clarity provided
and simplification of the process should offset this.

Trading parties will need to demonstrate that they can meet these principles. Those that cannot will see it increasingly
difficult to operate within the market. They will either meet that challenge or be forced to consider market entry. We
consider the change to have limited impact immediately.

The proposed principles should simplify the process of raising change proposals as they are easy to understand and
consistent for MAC & WRC proposals.

Scope for Trading Parties to be affected disproportionally, if changes have high cost or high levels of effort to implement.
Although, Trading Parties will know 'where they are' with clear strategic direction and decision making.

The principles of the MAC and WRC impact all market participants a but it is difficult to quantify what the impact the
change in principles will have.
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As highlighted in Q8, there needs to be an additional supporting principle to ensure that the market design considers the
economic impact to trading parties and provides equitable outcomes based on the regulated economic framework in which
the trading parties operate.

We would hope that the market will have a greater emphasis on customers and some dilution of trading parties interests
would be the inevitable consequence.

Nothing material

We believe this set of principles provides clarity on the criteria code changes will be compared to and more closely aligns
with the regulators vision for the market. This should lead to codes which are better aligned with the needs of customers
and trading parties, to the benefit of the market.

This proposed change also gives extra weight to changes which will help manage water resources and improve the
sustainability of sewerage systems, which although implied previously, is now clearly included, thus better aligning with
commitments and ODI’s around these objectives.

No

Minimal impact, though could increase focus on resilience.

No

The proposed Principles further develop the existing Principles and provide clarity as to roles and responsibilities of
stakeholders in the in the market. They provide clear direction explicitly stating the need to focus on the interests of
customers.

Retailers

With a change of focus from the proposed principles there is likely to be some impact on Trading Parties but it is not clear if
there are likely to be positive or negative.

Nothing more than already identified.

As Question 5 above.

No
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The principles should bring greater clarity about the criteria against which to judge any proposed changes and should help
focus trading parties on ensuring that these principles are met.

Question 8: Can you identify any impacts (direct or indirect) on Panel?
Wholesalers

The introduction of a sharper set of principles will make it easier for the Panel to reach a decision when assessing whether
to recommend a change proposal. As noted above this could have an impact on both Trading Parties and the Panel in that
this may lead to an increase in the volume of proposals submitted however the clarity provided and simplification of the
process should offset this.

We would hope that the Panel changes its emphasis to being more customer focused and less influenced by stakeholder
interests.

The new principles should add further clarity for the Panel for decision making.

No answer.

The principles of the MAC and WRC impact all market participants a but it is difficult to quantify what the impact the
change in principles will have.

The proposed principles should provide a more defined framework for decision making for the Panel and its associated
governance groups.

It provides a clearer set of principles to which each decision can be assessed. It should ensure that customer interests are at
the forefront of their decision making.

Nothing material

The Panel should feel they have a stronger steer on the tools that they use to make decisions on proposed code changes,
with clearer guidance on whether a code change delivers on the primary and/or supporting principles. This proposal clearly
makes a set of decision making tools available to Panel to assess the suitability of any future change proposal.

No

Greater focus on resilience

No
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In the same what that the proposed Principles provide clarity to market participants they will support the Panel and
Committees in carrying out their responsibilities in the market such as change management, providing clarity of stakeholder
responsibility which can then be applied in their decision making. However, as previously stated it is important the Panel
‘call out’ those stakeholders who are not operating within the framework of the Principles.

Retailers

Other than a different focus when reviewing change proposals, we don’t consider there to be any impact on the Panel.
Nothing more than already identified.
As Question 5 above.

No
MOSL will need to ensure the paper includes analysis that enables Panel to assess against these principles effectively and
provide greater transparency on activities being undertaken. Much of which is not visible, or easily accessible at present.

A clear and effective set of guiding principles should provide the Panel with a clear and transparent framework against
which to judge whether a change proposal is approved for recommendation to Ofwat. It should also drive the submission of
proposals that have a clearer focus on delivering benefits for customers

Question 9: Can you identify any impacts (direct or indirect) on MOSL?

Wholesalers

No, other than those noted in the proposal and the potential impact that could be realised should this change lead to an
increase in the volume of proposals submitted, approved and the associated resources required to draft the required legal
text and implement change.

The principles offer MOSL a set of criteria to assess market performance.

Easier assessment of change proposals.

Working closely with Panel and sub-groups in both cases, MOSL will have a more informed view of where the market is at.
They will be able to improve programming with improved strategic direction.

The principles of the MAC and WRC impact all market participants a but it is difficult to quantify what the impact the
change in principles will have.
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None.

We see this as improving clarity around the respective responsibilities, of regulator, market stakeholders and MOSL. So we
see a positive effect.

Nothing material

Much like the impacts on Panel, this should help provide clarity to MOSL when supporting those wishing to make code
change proposals, enabling MOSL to provide detailed advice. It should also allow MOSL to more easily triage those change
proposals received and help to provide prioritisation advice to Panel and where necessary to recommend to change
proposers that their proposals might need further work in order to pass these criteria.

No

Greater focus on resilience

No

As with the impact on Trading Parties the proposed Principles provide clarity as to roles and responsibilities of stakeholder
in the in the market. They provide clear direction explicitly stating the need to focus on the interests of customers.

REENES

No

Nothing more than already identified.

As Question 5 above.

No

none

Having a clear set of guiding principles should help improve the quality of code change recommendations, which, in turn,
may reduce the time and resources MOSL require to help develop them.
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Question 10: Does the legal text deliver the proposed solution for CPM040 & CPW121? If no, please explain your answer

Wholesalers

Yes. The legal text clearly outlines and provides the necessary framework to enable the proposed solution to be enacted and
for the principles to be met.
We are comfortable with the current drafting

Yes

Yes.

Yes

No comment.

We are satisfied with the text as drafted.

Yes
Yes

Yes
We have been unable to review the legal text at this time.

Retailers

Yes

Yes

Yes, together with the small amendments suggested at Questions 6 and 7, above, and for the reasons explained above.

Yes
Yes

We agree that the legal text delivers the proposed solutions for CPM040 & CPW121.
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Question 11: Do you have any other comments?
Wholesalers

No.

No

N/A

No.

No

No.

We have no further comments

No

No

No

No

No

We welcome this review of the MAC and Wholesale Retail Code Principles and can see the benefit of how existing Principles
have been reworded or grouped to provide clarity and direction.

We consider the proposal of an overarching Primary Principle that focuses on outcomes for customers, the actual purpose
of the market, should benefit customers.

We can also see that the review is attempting to address some market frictions in clarifying the need for Trading Parties and
customers to manage water resources and the environment.

However, whilst the Principles have been reviewed and improved it is the responsibility of all market participants to adhere
to the Principles, the Principles themselves will not deliver improvements that is up to those who operate in the market
Retailers
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No

No

No.

No

no

It is hard to see why anyone could reasonably object to the idea of putting customer interest as the primary principle in a
market that was opened specifically to improve outcomes for customers.

No further comments.
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