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Market Performance Committee Meeting (MPC04)
24th August 2017 | 10:15 – 16:00 
Held at Holborn Bars, Holborn, London EC1N 2NQ
Status of the Minutes: Final
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	Simon Bennett
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	Wholesaler Committee Member
	Nicola Smith
	NS
	Retailer Committee Member

	Jo Dando
	JD
	Retailer Committee Member
	Katy Spackman
	KS
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1. Welcome and Introductions 
Purpose: For Information
The Chair began by welcoming the members of the Market Performance Committee (“Committee”) and delivering an opening message.
1. Minutes and Outstanding Actions
Purpose: For Decision
The meeting note for the 26th July Committee meeting was finalised subject to the following additions being made:
· The Committee noted the importance of the materiality in the paper MPC02_01, set out in section 2.3. 
· The Committee noted the importance of non-compliances to registration and switching in section 3.1
· The Committee noted that the MPS charges should match the code mandated charges.
· The Committee discussed whether other performance charging mechanisms such as unit rate charging could be used instead of the structure currently detailed in CSD002 – Performance Framework.
· Committee members committed to provide feedback to MOSL on the proposed standards matrix in a timely manner. 
· The Committee noted that there is a risk of not being able to deliver the recommended committee performance standard structure in CMOS for by April 2018.

On action 03_01, the Committee noted that this action was due to be discussed at its September meeting. 
On action item 03_02, the Committee noted that MOSL has produced the updated standards review paper. A Committee member inquired as to whether MOSL had distributed any papers to the portfolio managers. MOSL confirmed that the portfolio managers had been given a verbal update but nothing formal to discuss with their trading parties.
On action item 03_03, MOSL confirmed that retailer credited MPS Charges are credited to the water retailer (if one exists). The action was closed by the committee.
On action item 03_04, the Committee noted that MOSL had completed this action and closed it.
On action item 03_05, the Chair raised the need for a more detailed understanding of the likely costs for changes to the MPS charges in CMOS. It was clarified that the figure must be accurate enough for the Committee to conduct a cost benefit analysis.
Committee members discussed how the Market Operator intends to invoice trading parties for performance charges. MOSL clarified that their finance department intends to invoice based on the MPS reports generated in CMOS.
The Chair informed committee members that he had visited Anglian Water and Thames Water and that he intends to visit another trading party in September. The Chair asked members if they had any concerns about these meetings. No members raised concerns. The chair asked members to contact him via e-mail if they had any reservations about these visits or visits in the future that they did not want to raise at this meeting and raised the question of whether further reporting on visits of this nature should be required. A Committee member expressed the view that it would be useful for independent committee members to visit trading parties to help provide useful context and to gain valuable insights into how trading party organisations work and function. Committee members were happy to rely on the Chair’s judgement as to what invitations would be appropriate or inappropriate to accept. A Committee member expressed the view that a diverse proportion of Wholesaler and Retailer visits and the size of the organisations visited would be key in ensuring a rounded understanding of the market.
2. Confirmation of Progress to Date
Purpose: For Discussion
The Committee discussed implementation timescales. The Committee recognised that there may be significant system implementation issues if the Committee chooses to change the current MPS standards. It was clarified that the nature of the suggested changes will have an impact on how achievable an April 2018 implementation would be, and highlighted, as an example, that separating out specified standards would likely not be deliverable by April 2018.
The Chair suggested that the Committee consider the ideal performance standards and charging framework without considering the system constraints. Once preferred outcomes have been defined an assessment of the earliest efficient implementation date should be made including what practically might be achievable by April 2018. 
The Chair summarised the agreed principle to date, and the Committee confirmed this as follows:
· Standards should be aligned to the SLAs stated in the code.
· MPS could be associated with multiple paired service level agreements (SLA) level and associated performance charges (PC) for each standard.
· Any failure to meet a code mandated SLA should be reported as a failure of a market performance standard and a charge should be levied. The charge associated with the code mandated SLA may be a zero charge.
· There is an option to include reoccurring charges for continued failure beyond a SLA.
The Chair set expectations for the meeting and the Committee agreed that a matrix detailing each performance standard and what the Committee believed to be the most appropriate level of charge for each SLA is expected as an output of this meeting.
The Chair explained the current performance charging methodologies and split the charges into two sets,
· Type 1 charges – Calculations made when a transaction is received – The performance assessment checks the date that a particular transaction is received by CMOS and compares this date against another date submitted within the transaction. The charges are triggered on submission of a transaction whenever one or more SLA are breached.
· Type 2 charges – Calculations based upon an expected date by which a transaction should have occurred– The performance assessment counts the number of days from a particular date in CMOS, if the required transaction is not received in respect of a date on or before the expected date a charge is levied. These charges are triggered on the non-submission of a transaction. 
The chair highlighted that there could be a perception by trading parties that type 1 charges could be avoided by not submitting the transaction that would incur the charge, however, it was clarified that in most cases the non-delivery of the transaction to CMOS would trigger an associated type 2 charge.
Members highlighted that MPS and OPS are inherently connected and thus the charging and/or performance regimes for both should not be considered in isolation.
Members noted that currently, each time an MPS charge is triggered it is counted as a failure of a market performance standard e.g. for performance charge if charge 7A, 7B and 7C, which are all related to late meter read submission by the Retailer, are triggered than this is counted on the MPS report as 3 failures. The Committee believes that going forward these failures should be per activity and not per the triggering of each MPS charge; for example, a late meter read submission would constitute one breach but with a charge level associated with the highest level SLA breached.
Members highlighted that recurring charges could lead to scenarios where trading parties are endlessly charged and considered whether this was proportionate and/or appropriate.
The Chair highlighted the need to agree the required levels of SLAs and charging levels within the matrix and include the associated rationale as this must be captured in any consultation document circulated by the Panel or the Committee.

3. Review of Performance Standards
Purpose: For Decision 
Members defined the output of this review to be a recommendation from the Committee to the Panel. This must include a detailed articulation of any proposals perhaps including changed marked versions of CSD 0002 – Market Performance Framework, and any other parts of the Codes, where appropriate.
Members agreed that the logic used to come to a decision on the appropriate MPS trigger points and charge levels should be consistent across the standards.
The Committee considered the meter reading performance standards MPS 5A/5B.
· A discussion was held on the appropriateness of including the accredited entity (AE) read meter readings as part of the same performance standard as the Wholesaler meter readings. Members highlighted that there is an extra process step associated with AE reads, hence the difference in SLAs. A member expressed the view that it might be appropriate to move the AE MPS charge trigger time to that of the Wholesale SLA on the principle that there should not be a degradation in service as a result of the party that conducts the meter read. Other Members expressed the view that the reduction in time before the MPS charge is triggered from 8BDs to 5BDs could make the timescales in which meter reads have to be taken by AE unachievable.
· Members thought that it would be appropriate to split out the standard so that the market can easily separate late meter reads taken by Wholesalers and AEs, and to have the first SLA to match the SLA in CSD 0202.


· Members agreed that MPS 5A should be split into two standards:
·  MPS 5A W which only considers Wholesaler reads; and
·  MPS 5A AE which only considers AE reads.
· Members discussed whether a tiered charging approach or a recurring charging approach was most appropriate. Members expressed the view that a recurring charge could not be realistically implemented as the charge is levied on submission of the transaction (Type 1 MPS charge). 
· The appropriate level of charge was also discussed. Members highlighted the relatively high charge associated with the first failure (Level 2) and questioned whether this was appropriate considering most of the charges associated with the failure of meeting the first MPS is £0. A Wholesale member stressed the need to input I and F reads into CMOS for the purposes starting to bill customers in a timely manner and closing bills in a timely manner. Committee members agreed that a high charge at the first instance of failure is appropriate and that the levels of charging currently in CSD002 – Performance Charge Framework should be kept.
The Chair proposed, and the Committee agreed, that the Committee should only change a particular MPS standard if there was justification to do so.
Members expressed the need to be able to easily change the number of days at which a specified MPS charge is triggered and that where possible CMOS should use adjustable parameters to enable future changes. 
The group discussed wider charging principles. In particular, members discussed whether there should always be a non-zero charge for the failure of a particular SLA, a member expressed the view that the standards measure a variety of different tasks and the charges should reflect impact and therefore a standardised approach may not be the most appropriate way forward. Some members expressed the view that for most standards, a zero charge would be appropriate as this would be reported to trading parties and the reputational damage associated with the failure to meet the standard would be the driver to change undesirable market behaviour. Members expressed the view that it was important to consider zero charges as a charge of zero as opposed to no charge as it sends the message that these standards could incur a charge in the future. Members agreed that, for the purposes of the Committee’s initial review, the charges should remain at the level that they are in CSD 0002 as these already consider the varying impact of the measures. Members agreed that the Committee should revaluate the charging levels when there is more data to be used for the analysis.
Members discussed if it was appropriate to include a proportion based approach to MPS charges. A member suggested an example that if 95% of occurrences are within the SLAs then no charge is levied. It was expressed that this could introduce unnecessary complexity which could reduce the reputational impact of reporting on trading parties for missing SLAs. Another member commented that introducing what might be considered to typically be proportional MPS charges could result in trading parties not being incentivised to deal with difficult problems for single NHH customers.
It was clarified that it is MOSL’s responsibility to question variances in performance and to report trends to the MPC.
The Chair stressed the importance of communication to the wider industry. The Chair expressed the need to define broadly the intention of the performance standards review and signal as early as possible what the probable outcome of the review will be.


Performance standards 7D and 7E were discussed by members, the key points are detailed below,
· Members highlighted the importance of submitting timely transfer reads. If these transfer reads are not received within 6 weeks, the Outgoing Retailer would have to bill customers on estimated read data.
· A member suggested adding reoccurring change to this standard, to ensure that there is continued incentive to provide a read past the final SLA point.
· A member suggested that, if the read is received after the final bill is issued, the value of submitting the read is diminished and thus there is little value in adding a reoccurring charge.
· Two members committed to further considering whether a reoccurring charge would be beneficial prior to the next Committee Meeting.

The Committee agreed to remove charges 6A and 6B and replace them with wholesaler versions of MPS standards 8A and 8B so that these charges are based on expected submission times rather than transaction submissions. 
Members agreed to separate out AE reads from Wholesaler reads where there is a difference in the SLA so that it is consistent with MPS 5A/5B.
MOSL clarified that in order to check for subsequent SLA breaches in the next month, the system would have to expect another transaction at the subsequent SLA point, which would lead to counting failures or successes at these SLA points.  The system would need to be redesigned in order to check the following month to see if the transaction is still late, but not count a failure/success while checking. If the system remains as it is designed today, the Committee would need to decide whether to acknowledge that any SLA past the first SLA may not be measured if that expected date is past the date that the report is run, or accept that the system will look for late transactions at each SLA point and in doing so will report a failure or success at each SLA point.  MOSL to draw up examples of the two scenarios and to investigate the cost of changing the way the reporting system is designed to avoid this issue.
ACTION04_01 
MPS standards 1D/1E/1F were discussed. Members highlighted that these standards were unusual in that there were no code mandated SLAs associated with the performance charge. The Committee agreed to keep the MPS charge but include a new code SLA in the Code. The Committee agreed with the changes to the standards which were proposed in the matrix.
MPS 2A/2B were discussed, members agreed to split out Wholesaler and AE activities into two standards. Members also questioned the logic of the 9BD SLA, which is different to the other SLAs within CSD 0002. 
 Members discussed the OPS standards, the following key points were made,
· All OPS standards align with a code SLA.
· CSD 0002 has assumed that, for the time being, the reputational impact of poor performance will be enough to dissuade trading parties from poor market behaviour. Other members highlighted the need for further audit and guidance if the Committee took the view that OPS charging is required by April 2018.
· Members highlighted that OPS charges are self-reported and are only concerned with Wholesaler actions. Some members suggested there might be a need for Retailer based OPS charging, while other members thought that this would not be necessary as customers can choose to leave their Retailer if they are performing poorly.
· A member suggested that three (3) new standards could be introduced and the committee agreed to include these as part of the consultation:
· A standard related to VOA updates as charging is sometimes based on these values; and
· A standard related to process G2 of the operational terms to cover a trade effluent activity; and
· A standard related to the timescales around deregistration activities to ensure that the retailer does not bill for deregistered supply points
· A member suggested to the group that a customer experience measure could be added. Other members thought that this may be too difficult to define and members expressed the view that this should be kept outside of the market codes and monitored by Ofwat. A member suggested that Market Operator compliance could include this customer experience measure. The Committee agreed to ask the industry how to measure these areas as part of the consultation.
· It was suggested that a measure could be added to count the number of standard or non-standard tasks that are completed by each Wholesaler. This would measure whether Wholesalers are over-utilising the non-standard processes. Members agreed that it would be better to monitor this proportion but not to report on it as a standard, as it would be difficult to define an appropriate level of standard and non-standard processes. 
4.18. The following MPS and OPS standards were not changed from the circulated MPS and OPS matrix.
· MPS 1A/1B/1C 
· MPS 1D/1E/1F
· MPS 3A
· MPS 4A/4B
· MPS 5C/5D
· MPS 7A/7B/7C/7D/7E
· All OPS

MOSL’s performance was discussed by the Committee. MOSL clarified that they had created a compliance matrix and performed an initial analysis targeting initial non-compliances. Members raised concerns on the number of CMOS P1 and P2 incidents and questioned whether this type of performance should be considered by the Committee. MOSL agreed to come back to the Committee with a plan of how system performance can be appropriately fed into the Committee.
ACTION04_02



4. Agreement of next steps 
Purpose: For Decision
5.1 The Chair gave an overview of what the Committee must achieve in the next few meetings to ensure successful completion of the standards review. The Chair highlighted the need to write a Panel paper to secure delegated authority. This paper should detail the review process and individual process steps to give the Panel confidence that the Committee are in control of the review and is capable of delivering a robust proposal to the Panel in December.
The Chair proposed that the committee separate out what is achievable in the context of chargeable performance standards by the 1st April 2018 and what will be implemented at a later date.
The Chair highlighted that the Committee will need to consider how the change proposal will address different implementation timelines. 
The Chair proposed that consideration should be given to how the Committee should communicate to the Panel about the decisions that have been made and why.
The Chair proposed that the September meeting should aim to reach substantive agreement about the consultation document. A fast iteration might be necessary after the September meeting to ensure that, provided the Panel delegates authority to the MPC, the consultation can be launched in early October. 
Members noted the complexity of the changes that have been suggested, which implies a reasonable amount of time should be given for trading parties to respond to the consultation. A three-week consultation window was considered sufficient by the Committee. 
It was discussed that an extra meeting may be needed in November in order to consider the consultation responses.
The Committee agreed that an event should be held to engage trading parties in the consultation process. Members will present the consultation document and be available for trading parties to contact if they have questions. It was discussed that portfolio managers could also help engage trading parties throughout the consultation period.
MOSL agreed to develop a strawman structure for the consultation document for the Committee to review before the next meeting. A Committee member agreed to help develop this document with MOSL.
ACTION04_03
The Committee members agreed to provide MOSL with feedback on the consultation document and consultation questions before the next meeting.
ACTION04_04
The Chair highlighted the need to carefully think about what material should support the consultation document, in particular the Chair expressed the view that the consultation documentation needs to include a rationale for why particular standards should be changed and for any other policy decisions made. The Chair also highlighted the need to sensibly structure the consultation questions so that the responses received can be efficiently processed to further develop the change proposal.

The Chair highlighted the risk that the Committee will not have enough information about parameterisation or system implementation costs to include accurate figures for a cost benefit analysis during the consultation. It was agreed that this risk should be managed by MOSL and MOSL were asked to ensure that the best information possible was made available to the September MPC meeting to inform its finalisation of the consultation document.
The Committee explored the issues associated with recent anomalies associated with the performance reporting framework. MOSL noted that many defects would be addressed in the next CMOS release. Members requested that MOSL provide evidence of which defects will be addressed and details of its testing programme. Members indicated that it is essential that TPs have confidence in MOSL processes ahead of the introduction of performance charging in Apr 2018. It was also suggested that MOSL engage with TPs to ensure that TP effort is focussed on ensuring an adequate data quality so that performance charging will be applied to robust data when introduced in Apr 2018. 
A member suggested that it may be sensible to submit a Committee recommendation to the Panel comprising two components: a realistic April 2018 position and a desired future position from the Committee.

5.  Scope of the Performance Standards Review 
6.1 MOSL presented the scoping document, a represented version of an earlier MOSL paper to MPC. The style had been adapted so that it could be sent to Panel from MPC to request the necessary authority for MPC to conduct the standards review up the point where MPC provides conclusions, and if appropriate, a recommendation for changes. 

6.2 A Committee member suggested that the Panel may take the view that it would be appropriate to suspend particular charges if there is a reason to do so before April 2018. The Chair highlighted the importance of a materiality check in deciding whether or not this was appropriate and stressed that the Committee should not plan for this outcome and there would need to be an extraordinary reason for the introduction of performance charges to be deferred beyond April 2018.

6.3 MOSL agreed to share with the Committee information on how MOSL intends to test CMOS reporting to ensure that the reporting used as the basis for MPS charging is trusted by the industry.
ACTION04_05

6.4 MOSL explained that section 3 is a new section on methodology of the review. A member believed that the document did not contain sufficient explanation on how MPC had, and was intending to, conduct the review. 

6.5 MOSL agreed to update the document to reflect the progress that was made at this meeting, and to include the Committee’s decision to host a launch event early in the consultation period before circulating to Committee for final feedback.
               ACTION04_06

6.6 A Member suggested that appropriate branding is used for all documents associated with the Market Performance Framework.

6.7 The Committee agreed that MOSL should refine the Panel paper, circulate to the Committee, and subject to any final feedback, finalise the paper for submission to September Panel. 
             ACTION04_07
Actions:
A04_01	MOSL to draw up examples of the two scenarios for how the system can count tasks for each month and to investigate the cost of changing the way the reporting system is designed to avoid the current issue around counting tasks in proceeding months.
A04_02	The MOSL performance team agreed to come back to the Committee with a plan of how system performance can be appropriately fed into the Committee.
A04_03	MOSL to develop a structure for, and part-populate a strawman consultation document for the Committee to review before the next meeting. A Committee member agreed to help develop this document with MOSL
A04_04	Committee members to give feedback on draft consultation document and consultation questions before the next meeting 
A04_05	MOSL agreed to share with the Committee information on how MOSL intends to test CMOS reporting to ensure that the reporting used as the basis for MPS charging is trusted by the industry.
A04_06 	MOSL to update the scoping document to reflect the progress that was made at this meeting, and to including the Committee’s decision to host a consultation event, and to circulate for final Committee feedback.
A04_07 	MOSL to assess final Committee feedback, make final revisions on behalf of Committee, and submit to the September Panel.



The next MPC meeting is scheduled for: 27th September 2017, 10:30 – 15:30, at:

Holborn Bars
138-142 High Holborn
London
EC1N 2NQ

The nearest tube stations are Chancery Lane, Farringdon and Holborn.
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