[image: logo_png]



[image: logo_png]



[bookmark: _GoBack]Meeting Note  
Market Performance Committee Meeting (MPC02)
28th June 2017 | 10:30 – 15:30 
Held at Grand Connaught Rooms, 61-65 Great Queen Street, London, WC2B 5DA
Status of the Minutes: FINAL
MEMBERS PRESENT
	Nigel Sisman
	NSi
	Chair
	Nicola Smith
	NSm
	Retailer Committee Member

	Simon Bennett
	SB
	Wholesaler Committee Member
	Katy Spackman
	KS
	Retailer Committee Member

	Jo Dando
	JD
	Retailer Committee Member
	Jesse Wright
	JW
	Wholesaler Committee Member

	Don Maher
	DM
	Wholesaler Committee Member
	Claire Yeates
	CY
	Retailer Committee Member

	Natalie Round
	NR
	Wholesaler Committee Member
	
	
	


OTHER ATTENDEES
	Chris Arnold
	CA
	Meeting Secretary (MOSL)
	Lauren Mulholland
	LM
	Presenter (MOSL)

	Steve Arthur
	SA
	Presenter (MOSL)
	Graham Pontin
	GP
	Ofwat representative 

	Mike Brindle
	MB
	Panel Member
	Michael Robertson
	MR
	Presenter (MOSL)

	Rebecca Mottram
	RM
	Presenter (MOSL)
	
	
	




1. 
Welcome and Introductions 
Purpose: For Information
The Chair begun by welcoming the members of the Market Performance Committee (“Committee”) and delivering an opening message.
The Chair gave an overview of the upcoming Committee work, the deadlines for this work to be completed and noted the need for swift Committee decisions to effectively meet the deadlines.
2. Minutes and Outstanding Actions
Purpose: For Decision
Subject to some minor amendments, the meeting note for the 24th May 2017 Committee meeting was finalised.
All actions from the previous meeting were closed on the basis that these items are to be progressed during this meeting.
3.  Market Operator Compliance and Reporting
Purpose: For Discussion
MOSL clarified that in total the Market Arrangements Code (MAC) and Wholesale Retail Code (WRC) place over 1100 obligations on the Market Operator. Many of these are fulfilled by CMOS validation and Kissflow and do not require a large amount of resource to meet. However, there are still many obligations that are met through manual steps, such as the requirements relating to legal compliance.
Approximately 250 of these obligations have timescales associated with them. Within the reporting of Market Operator compliance, the need for a separation between ad hoc and regular periodic activities was raised. It was noted that there should be a balance between providing too little information and too much.
MOSL confirmed that they were in the process of finalising the details of the format by which it will report Market Operator compliance. A Committee Member suggested that the Committee provide feedback on the suitability of this report. The Committee requested that MOSL bring a proposal for the Market Operator Compliance Reporting framework to the next Market Performance Committee meeting for discussion.
ACTION 02_01
4. Performance Rectification and Underperformance 
Purpose: For Information 
MOSL presented an approach for how performance rectification and underperformance will be managed in practice. 
It was suggested that three consecutive months of declining performance should be used to identify where there may be a potential need for performance rectification plans.  MOSL advised that this methodology is simple and proportionate. 
A Committee Member questioned the case where a Trading Party’s performance is poor in April 2017 and only minor improvements are made in the subsequent months. Under the suggested methodology, that Trading Party would not be a candidate for a rectification plan. The converse case was also raised where a high performing Trading Party has a minor decrease in performance over several months. It was suggested that an absolute performance level should also have a role in deciding whether a performance rectification plan should be considered.  
MOSL clarified that the first time that Trading Parties could be considered for rectification plans would therefore be four months after go-live i.e. August 2017. However, a second step involving an assessment of the materiality of any declining, or particularly low levels of performance, would occur before invoking performance rectification plans.  
MOSL noted that portfolio managers would have conversations with Trading Parties well in advance of any performance rectification plan being considered. These discussions would explore materiality in the context of adverse effects upon customers, settlement, switching or market data. 
A Committee Member raised concerns about current defects that affect reporting of the MPS data. It was highlighted that the reporting defects are scheduled to be fixed in the October 2017 CMOS release. A Committee Member wondered whether rectification plans should be considered before defects had been resolved. MOSL confirmed that defects, including reporting defects, will be considered in the materiality assessment.
Whilst the Code defines the performance rectification process, it was noted that the processes do have some gaps and that ultimately MOSL has discretion about when to trigger performance rectification plans. The MPC02-01 paper was intended to provide an indication of how MOSL would fill this gap. Committee Members requested an end-to-end process diagram detailing the whole performance rectification process from the initial steps leading to a rectification plan and the performance rectification plan itself, including clear decision points and communication channels between parties including escalation processes to both MPC and Panel.  MOSL agreed to include more detail within the MPSC02-01 paper on this process.
ACTION02_02
Committee Members also requested for MOSL to provide further clarity, within its paper, on what performance issues could be considered material and under what circumstances a performance rectification plan might be sought.
ACTION02_03
Committee Members expressed the view that Trading Parties may consider performance rectification plans a sensitive topic and stressed the need for careful use of language. It was highlighted that the phrase ‘underperformance’ as being too negative and suggested the need for more positive language e.g. improvement.
MOSL clarified that the first-year performance will be measured from the MPS but suggested that in the future the remit of performance monitoring could be wider using ‘additional performance indicators’. 
A Committee Member asked the Committee whether there should be an option for the Trading Party to trigger the Performance Rectification process. 
It was discussed that it was unusual that OPS are not included in the methodology for triggering rectification plans. MOSL clarified that as the codes currently stand, the OPS sit outside the formal rectification process given that OPS information is reported by month but only submitted to MOSL quarterly. If any significant OPS performance issues arise, MOSL will report these to the MPC outside of the performance resolution process.
5. Publishing Market Performance Information
Purpose: For Discussion
MOSL clarified that the market codes require the creation of a policy detailing what and how the Market Operator intends to publish performance information. 
MOSL highlighted that there are requirements on the Market Operator to publish MPS and OPS data but does not place any further obligations beyond the peer comparison reports. It was stressed that the market codes do not limit the Market Operator to the publication of any further data outside the obligated performance standards.
MOSL expressed concern that if market information is not publicly available in a central location then there could be a risk that parties could use incorrect/incomplete data to come to misleading conclusions on Trading Party and/or market wide performance. The Committee Members expressed concern that even if CMOS data is published, people can come to misleading conclusions if there is no commentary or context provided. MOSL noted that a quarterly report on the overall performance of the market will be published. This will provide commentary around the data that is published by MOSL. The first quarterly report will be published at the end of July, providing MOSL’s view on the first quarter of the live market.
The sensitivities of various categories of Trading Parties were discussed. A Committee Member expressed concern that some retailers may be more negatively impacted by publishing information compared to others. A case was highlighted where customers may find retailers with a smaller number of SPIDs unattractive. It was concluded that a balanced assessment would need to be taken before publishing or not publishing information to assess the benefit for the whole market.
Committee Members highlighted the need to be careful not to benchmark the NHH water retail market against other utility markets with respect to the types of data for public publication.
Several members raised concerns over the principle of publishing performance data before establishing an acceptance from Trading Parties or perhaps the Committee. A Committee Member expressed the preference of an item by item approval approach when considering the suitability of the publication of data. MOSL stated that this would significantly slow its ability to publish timely and responsive information but in responsible manner to the requirements of the market.
A Committee Member highlighted that end customers are likely to favour transparency in market performance data and suggested that it could be advantageous to ask ‘why not publish?’ rather than the other way around. It was agreed that the criteria that would imply non-publication would need to be well defined and understood. The MPC agreed that any of the criteria in MPC02-02 Public Information should be considered as potential barriers to information release including:
· Disclosure is not permitted by legislation, including what is considered to be Personal Data under the Data Protection Act 1998 and/or General Data Protection Regulation; 
· Disclosure would reveal Confidential Information as defined under the Market Arrangements Code and/or Wholesale-Retail Code; 
· Disclosure would reveal individual items of data as defined in the Data Catalogue (CSD 0301);
· Disclosure would reveal individual party’s financial information; and
· Disclosure would reveal information that has been passed to MOSL on a confidential basis

A Committee Member agreed with the principle of transparency of market data but added that MOSL should not publish information which could be seen to be misleading or inaccurate. MOSL agreed and stated that it would update its policy accordingly.
Committee Members discussed an alternative method of publication whereby the Market Operator would publish market performance data to Trading Parties for a specified period. Trading Parties could raise reasoned objections prior to wider publication. MOSL agreed that this approach provided value for all parties, and that it would publish new charts initially behind the firewall first and would allow a short period for Trading Parties to object but only on the grounds established in the paper or on the grounds that data is materially incorrect or misleading. MOSL would reserve its right to make the final decision having considered, and discussed objections, with respondents. 


6. Scope of the Performance Standards Review 
Purpose: For Discussion 
The Chair opened the discussion by detailing the timeline for the performance standards review. The Chair clarified that the scope of the review must be agreed by the Panel by the end of September 2017, therefore the Committee must have a formal scope recommendation to the Panel by September 2017 meeting. 
The Committee suggested that views and tangible outputs from its work - including both analysis of current standards, their appropriateness and thinking about the possible outcomes of the review - would need to be well advanced so that the consultation document, which would likely need to be published during October, could be concluded in a timely manner. The performance review itself must be completed and, if necessary, an initial Change Proposal should be formulated by the December Panel meeting.
MOSL stated that the scope of the review should be documented, including a terms of reference, a timetable for implementation and the approach. The WRC gives details of the minimum requirements of the agreed scope, three of which are related to the MPS charges and six of which are related to charging. These are defined in sections 3.2.4 and 4.2.2 of CSD 0002. 
The Committee held a discussion on the MPS, OPS and associated charges. The key points are set out below:
· A Committee Member explained that the WRC MPS charges were taken from equivalent codes from Scotland and highlighted that the charges were the same regardless of the size of customer.
· Currently, most MPS charges relate to the late submission of meter reads. Some Committee Members raised concerns that as most of the charges focused around the timeliness of taking meter reads, Trading Party resource would be expended on obtaining timely meter reads rather than addressing other areas where performance improvements could enhance orderly functioning of the market. The Committee therefore needs to ensure that the MPS adequately reflects risks to orderly operation of the regime and the accuracy of settlement.
· Some Committee Members raised concerns that because MPS charges are allocated on submission it may discourage Trading Parties to clean up their data.
· Committee Members also highlighted that the penalties surrounding monthly meter reads is stricter for the monthly meter reads than it is for bi-annual meter reads simply due to the quantity of reads that are being measured. This may discourage submission of more frequent meter reads; this appears counter intuitive given that more frequent meter readings would appear beneficial from a settlement accuracy perspective.
· Proportionality was discussed by Committee Members. A Committee Member highlighted concerns that the MPS charges may be more burdensome on the Wholesalers as the Wholesale MPS charges are frequently related to the Wholesaler performing an action in response to a Retailer action. A general point was made that the split of MPS charges should not necessarily be an equal split between Wholesalers and Retailers, rather the number of standards and the relativities of financial implications should reflect the risks in the regime and the extent to which the Wholesalers and Retailers’ performances influence the performance of the regime.
MOSL highlighted the case of Direction to Supply Allocation where if 80% of supply points have not been made tradable in a specified timeframe then the retailer will be suspended from the allocation process. This is not part of the MPS charges but this obligation is a standard of another sort. MOSL felt this should be considered as part of the standards review. Whilst some were reluctant to further increase the scope of the review MOSL felt that this is an important performance issue. Therefore MOSL agreed to monitor this and raise any issues that arise with the Committee.

The Committee noted that data quality is becoming a key theme associated with market performance and that it is not explicitly, or comprehensively, addressed within the MPS/OPS framework. MOSL noted that data such as ‘user exceptions’ could be considered important measures of the performance of the market. Committee Members expressed the need for a review of market data quality. MOSL agreed to come back to the Committee and identify issues and assess market data quality to ascertain if there is a need to include additional elements to reflect data quality in the standards review. 
ACTION02_04
On the areas of judgement deemed to be considered of greatest market impact as detailed in paper MPC02_03 - Scope of Performance Standards Review, some Committee members did not agree with the first criteria point ‘Services visible to customers, including the accuracy of the bills’ and requested the billing portion of this statement should not be part of the criteria used to assess the MPS charges because end-user billing is outside of the remit of the Committee. A suggestion was made that the first criteria could focus on the importance of the process/standard from a customer perspective, particularly whether the service has a direct impact on customers. Committee Members also identified the fourth point ‘the ability of the non-household customers to enter or exit the market’ and requested it be changed to “enabling effective registration and deregistration”. 
The Committee agreed that the remaining bullets should be considered as part of the performance standards review and that each standard should be assessed against the full set of criteria. The full list of criteria are:
· Services impacting the customer;
· The accuracy of Wholesaler and Retailer settlement; 
· The efficiency of the switching process;  
· Enabling effective registration and deregistration; and/or 
· The quality of market data.
MOSL raised a potential issue wherein the obligations in the MPS generally don’t align the obligations in the code, for example MPS 7 does not match the SLAs for retailer meter reads. The Committee agreed that this should be reviewed as part of the scope of the standards review.
MOSL also raised a concern over the confusing and non-transparent nature of some standards, particularly those that are cumulative or reoccurring. An example was provided where a single transaction could lead to 4 or more failures being reported, depending how late the transaction is.
The Committee reviewed the cap on charges and questioned the suitability of the cap on performance charges being 0.15% of the primary charge values. Committee Members highlighted that the performance cap value is not difficult to hit in the Scottish market. The Committee explored the incentive issues associated with the cap and agreed that these should be explored later in the process with a view to maintaining continual but reasonable strength of incentive to deliver performance consistent with an efficient, well-functioning regime.
The Committee noted the reputational incentives for Trading Parties to perform well. Considering MOSL’s intention to publish peer comparison reports publicly, as set out in MPC02-02, it was noted that the Committee could consider reputational incentives alongside its review of performance charges.
Committee Members raised the need to look at individual performance standards in the review. 
Committee Members agreed to look at the MPS against the Committee agreed criteria. A Committee Member suggested a matrix type approach would be most suitable to analyse each of the performance standards. The idea was to produce a fast assessment to establish whether major analysis and development activity would be necessary in respect of modifying current standards or introducing new ones. The work should establish where a consensus might easily be agreed by the Committee or where extensive discussion and analysis might be necessary to deliver a “fit for purpose” proposal out of the standards review.
MOSL noted that there are various system dependencies if the Committee agrees to change the MPS standards. MOSL stated that changing the logic behind the MPS standards within CMOS would likely not be achievable by April 2018. However, the following items were confirmed to be relatively simple and quick to alter:
· Adding or removing standards;
· Altering business days within standards;
· Altering the level of charge that is applied to a standard within the currently defined levels; and
· Adding, removing or altering cumulative and volume-rated charges.
MOSL agreed to create a template quickly and circulate to Committee Members. This template is to be completed by committee members as soon as reasonably practical. MOSL agreed that it would endeavour to collate and consolidate feedback and distribute this to the Committee ahead of the next meeting. The idea is that Committee members could then review the consolidated feedback as preparation for a detailed working session at the next meeting. 

ACTION02_05
MOSL agreed to develop a draft paper outlining the scope and terms of reference for the review of the performance standards for the MPC to review. The committee agreed that the paper should outline the timeline around the review including Panel approval, Trading Party consultation, Ofwat consultation and system development. Additionally, it was agreed that the paper should include the code obligated elements of the review as well as the review of each standard in accordance with the criteria agreed by the Committee earlier.
ACTION02_06

The Committee agreed that the next session will involve the following activities:
· Reviewing and agreeing the draft scope for the review of the performance standards
· Building a consensus on what parts of the standards framework might be considered fit for purpose so that attention can be applied to areas that need development 
· Progressing a small number of standards to establish whether the assessment framework is appropriate and what else we might be needed to ascertain a preferred way forward for modification/replacement of any inadequate or inappropriate standards
Actions:
A02_01 	MOSL to make a template for the Market Operator compliance report.
A02_02		MOSL to create an end-to-end process diagram detailing the steps leading up to and including the performance rectification process.
A02_03	MOSL to update its paper, MPC02_01, to provide clarity on what is meant by material in the context of performance rectification plans
A02_04	MOSL to identify issues and assess market data quality and bring findings to the MPC.
A02_05	Committee Members to complete the MPS criteria matrix by the next MPC meeting.
A02_06 	MOSL to develop a draft paper outlining scope of the performance review


The next MPC meeting is scheduled for: 26th July 2017, 10:30 – 15:30, at:

Grand Connaught Rooms
61-65 Great Queen St
London 
WC2B 5DA

The nearest tube stations are Covent Garden and Holborn.
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