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Responses to this consultation should be submitted via the online web form on the MOSL
consultation page by Friday 18 June 2021. The Panel Secretariat will confirm receipt of the
responses to the email address specified in the response.

This is part of the consultation on market governance on behalf of the Panel. The results and
responses will be forwarded to the Panel and Governance Sub-group and published on the MOSL
website. If you want all or part of your response to be kept confidential, please state this clearly in
your response. Please note, confidential responses will be shared with Ofwat.

If you require any assistance, please contact the Panel Secretariat at codechange@mosl.co.uk.
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1. Overview
1.1 Purpose of this document

The Governance sub-group is consulting to understand Stakeholder’s views on this change. The Sub-
group are seeking to gather views on whether the current code principles require change and if they
do, whether the proposed set of principles better serve market and customer outcomes.

1.2 Background

Ofwat’s Review of Incumbent Support for Effective Markets (project RISE) highlighted that the
industry led approach to market governance could be improved, in particular to further strengthen
the customer voice and better facilitate innovation. The RISE report encouraged consideration of
how the focus on customers in decision making could be strengthened, and that this might include
making changes to the principles and objectives set out in the market codes to sharpen the focus on
the interests of end customers.

Following on from the recommendations from project RISE and mindful how the Panel could
continue to improve its decision making process, on 23 November 2020 the Panel held a workshop
where it discussed how the principles and objectives within the Market Arrangements Code (MAC)
and the Wholesale Retail Code (WRC) could be improved. The code principles underpin Panel
recommendations in order to further the code objectives. Currently, there are eight principles in the
MAC and ten principles in WRC Schedule 1, Part 1 (Objectives, Principles and Definitions). Eight of
the WRC principles are the same as the MAC. Some stakeholders who were surveyed as part of an
independent review of the Panel’s effectiveness and market governance arrangements believe the
Panel should facilitate innovation and customer benefit, neither of which are currently included in
the code principles.

There are four key aspects:

1. The principles may not be sufficiently focussed or defined which fragments the basis of
decision making

2. Principles differ between the MAC and WRC risking inconsistent decision making

3. Some principles may be open to interpretation leading to a lack of clarity around the
desired market output and subsequent decision making

4. Certain desired market outcomes may not be captured by the current principles (e.g.
customer benefits and innovation)

The proposed solution is to replace the existing principles with a set of sharpened principles as
proposed in this document that will reflect the desired market outcomes (including customer
benefits) and that are consistent across the MAC and WRC.

1.3 Related documents

Respondents are advised to review the supporting documents before responding:

° Attachment 1: CPM040 / CPW121 Solution paper
° Attachment 2: Legal drafting
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2. Solution
2.1 Solution Overview

CPMO040 / CPW121 proposed solution was initially put forward by the proposer of this change and
developed with the Governance Sub-group. The solution seeks to introduce a primary principle
focusing on customer outcomes with eight supporting principles.

These aim to create a more focused and defined basis for decision making by removing the
difference between MAC and WRC principles and forming more focused and sharp definitions.
Customer outcomes and innovation are not represented within the current principles. The proposed
solution seeks to fill this gap by introducing principles aiming to provide tangible customer benefits
and to facilitate innovation.

2.2 Solution Details

The details of the proposed solution can be found in Attachment 1: CPM040-CPW121 Solution
paper.

3. Impacts

This section of the Consultation Note outlines the impacts and any associated cost for implementing
the proposed solution.

3.1 MOSL

No impact on MOSL has been identified apart from drafting the legal text accompanying this
Consultation Note. The only cost identified is the minimal cost related to resources used for the
implementation of this change.

3.2 CMOS
No impact on CMOS has been identified.
3.3 Customers

There is no direct impact on Customers in implementing this proposal. However, by introducing
customer benefits/outcomes as a principle, future code changes with tangible customer benefits are
more likely to be progressed and approved.

3.4 Panel

The implementation of a sharper set of principles would make it easier for Panel to reach a decision
when assessing whether to recommend a change proposal to Ofwat.

3.5 Trading Parties

The implementation of a sharper set of principles would make it easier for Trading Parties to
articulate the case for future change proposals.

CPMO040 / CPW121 Consultation Note v1.1 Page 4 of 5
14 June 2021



MAC Panel & Committees for the business water market

MAC

Panel

& Committees

4. Additional Considerations

The CPMO040 / CPW121 change proposal has been developed by the Governance Sub-group. The
Sub-group considered the proposed solution as set out in Attachment 1: CPM040 / CPW121 Solution
Paper. The Sub-group consider that the proposed solution better facilitates market outcomes and
customer representation than current code principles.

5. Consultation Questions

This section outlines the questions for industry consultation. Please note that questions 1-4 of the
consultation form relate to respondent details and questions on CPM040 / CPW121 start from 5. The
guestions below have been numbered accordingly. These questions are all optional, but respondents
are encouraged to provide input where possible.

5) Do you consider that the proposed principles would better facilitate decision-making by the
Panel? Please explain your answer.

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

7) 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.

8) 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.

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

10) Can you identify any impacts (direct or indirect) on customers?

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

12) Can you identify any impacts (direct or indirect) on Panel?

13) Can you identify any impacts (direct or indirect) on MOSL?

14) Any further comments
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