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[bookmark: _GoBack]Meeting Note  
Market Performance Committee Meeting (MPC05)
27th September 2017 | 10:30 – 15:30 
Held at Holborn Bars, Holborn, London EC1N 2NQ
Status of the Minutes: Final
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	Nicola Smith
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OTHER ATTENDEES
	Steve Arthur
	SA
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	Mike Robertson
	MR
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APOLOGIES
	Stephen Beddoes
	SB
	Ofwat
	
	
	


 

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.
The Chair reported that Jo Dando had resigned as an MPC Member as a result of a recent employment change. The Panel decided that Mike Brindle, who was a nominee during the original call, would be appointed to fill the vacancy. The Panel had also decided, upon the suggestion of Nicola Smith and Trevor Nelson, that roles be switched so that Trevor become MPC Member with Nicola becomes Trevor’s Alternate. This will ensure continuity over the intensive period of work associated with the standards review. 
The Chair confirmed that the Panel had approved Panel paper P11_05 “Defining the Approach to the Standards Review” which delegates responsibility for the standards review to MPC. The Chair noted that the Panel stressed the urgency for MPC to deliver a good consultation and effective engagement with Trading Parties through the consultation process. The Panel confirmed that the aspiration should be to introduce performance charging from April 2018. If the approach is to be abandoned it should only be very close to its potential introduction and only where it would be unreasonable to proceed.
The Chair indicated that Panel had rejected CPW013 “Meter Reading Validation” because of identified challenges associated with making the implementation “fully configurable”. The Chair envisaged that the subsequent reconsideration of meter reading validation rules and parameters might well become a task for MPC during 2018.
1. Minutes and Outstanding Actions
Purpose: For Decision
The meeting note for the 24th August Committee meeting was agreed. 
The action relating to the Panel paper P11_05 (A04_07) and all actions relating to the consultation document  (A04_03, A04_04 and A04_06) were all agreed to be complete and closed.
Three items were agreed to be rolled forward.  Some examples to capture the IT system challenges associated with Type 2 (expected event) standards will be developed for MPC06 (A04_01). MOSL will describe the MOSL compliance performance reporting, including IT system performance reporting, that is necessary to satisfying its obligations to the Panel will be implemented at the end of November MPC meeting A04_02). MOSL will share with the Committee information on how it will test its performance reporting (A04_05).
Systems implementation to support new standards regime
MOSL reported that it is investigating whether it can deliver the functionality to deliver the proposed reporting suite outside of CMOS. This approach might deliver two important benefits: it might be cheaper than delivering via CMOS changes and it might be possible to deliver the new approach for an implementation starting in April 2018. 
Whilst at this stage there is no guarantee that the system could be delivered via this approach for April 2018 the MPC decided to focus the consultation document on the standards regime itself without specific reference to the implementation delivery mechanism. This approach greatly simplifies the consultation document. It will propose an implementation date of April 2018 avoiding all the consequences of implementations in April 2018 and a later change.
Broader context for the standards review and potential implementation 
MPC acknowledged that weaknesses associated with the current performance reporting suite. It was agreed that the consultation document would acknowledge recently experienced problems but that it would assume that substantive issues relating to both the reporting suite and underlying data/processing issues would be addressed prior to April 2018. It was recognised that a “fit for purpose” test should apply to the introduction of a performance charging regime and that this final test might need to be applied late in the envisaged change proposal process. This would need to be taken account of in the MPC’s formulation of any Change Proposal and that a recommendation from MPC to Panel about this issue might be appropriate to inform Panel’s final recommendation about the Change Proposal.
Action A05_01

The MPC self-assessed its progress in the review. It noted the limitations including: limited time to conduct the review, the non-availability of reliable performance reporting data, the lack of evidence supporting the choice of standards, performance levels and charges in the Code.  The MPC noted that because of these its proposals might well be regarded by many as modest. 
MPC noted that understanding of the standards regime during the early part of market operation had not been good. This has been exacerbated by performance reporting defects.  Even now, there might be opportunity to improve the clarity about how the two different types of performance standards should be explained and presented. MOSL agreed to provide examples of the two different types of standards. Worked examples would specify how the reporting of failures and cost consequences would work.
Action A05_02
The overall recommendation is therefore a set of proposals that have relatively minor impact on the current framework. The amendments involve limited removals and additions. Overall the changes will improve understanding of the regime and make some modest improvements but do not fundamentally reform it. More fundamental reform could only be justified based upon convincing argument and evidence arising in this consultation or as a result of a later review in the light of greater experience of market operation. 
2. MPS Charging
Purpose: For decision
The MPC noted that its work had been based upon a premise that it had no evidence to support fundamental change of performance levels and charges and that its recommendation would essentially be to recommend that current performance levels and charges wherever this seem reasonable. The overall effect of the proposals should broadly be financially neutral compared with the charging regime currently in the code.
The MPC explored underlying concepts of the cap on monthly Trading Party exposure to Market Operator Credited charges. This is set to 0.15% of primary charges. In the absence of any evidence to the contrary the MPC has assumed that this provides an appropriate compromise between limiting exposures for individual Trading Parties and maintaining an appropriate incentive on Trading Parties to deliver appropriate performance. The MPC noted that it had previously explored the issue about whether there should be a tolerable level of failure against the standards (effectively a free ride against the first few failures) but acknowledged that the majority MPC decision was that this was an unwarranted complication. 
The MPC explored the issue about what should happen in respect of the redistribution of monies received from performance charges. The MPC noted that the current provisions would redistribute the monies in proportion to the MOSL charges that a Trading Party pays. MPC noted that many consider that an inevitable consequence of the current and proposed standards regime is that Retailers will pay greater performance charges than Wholesalers. Thus the regime will effectively redistribute money from Retailers to Wholesalers. Whilst alternative approaches could be used it was decided that this would not be documented in the consultation document. The MPC noted that strictly speaking this matter is outside of the defined scope of the review and, if the approach is to be changed, would involve a MAC Change Proposal. Alternative approaches might be raised in response to the consultation. Responses should include rationale and quantified evidence. This would be needed to support MPC’s deliberations in November before it makes any changes to its recommendation. 
The MPC noted that subsequent reviews of the performance charging regime should be envisaged in the future and that this would be flagged in the consultation document. 
3. Review of consultation document
The MPC discussed the most recent draft consultation document which had been distributed on the afternoon of the preceding day. The extensive discussions informed annotations to the electronic version of the document which MOSL will rework to deliver a near complete final version of the document for further MPC review. 
The MPC agreed that the consultation document should articulate its rationale for the individual recommendations. The general approach would be that all questions would be structured so a “yes/no”  answer should be provided in respect of each of our recommendations. Where respondents answer “no” the expectation is that they will provide rationale and quantified evidence in support of their positions. The condoc will indicate that respondents should not reiterate material or ideas that have already informed the MPC view but should aim to provide new insight or information that might support a robust MPC recommendation. 
A timetable for a fast track development, iteration and finalisation was agreed in the meeting (see Actions below).
4. Agreement of next steps
Purpose: For Discussion
Launch event
It was agreed that the afternoon session of the next User Forum (12 October) would be used to explain the standards review, consultation document and associated processes to a wider audience.
It is envisaged that a slot of approximately 1 ½ hours will be used and will comprise a mix of presentations and Q&A sessions. The presentation material will be structured to be as informative and educational as possible particularly given the technical challenge associated with the subject matter. 
MPC agreed the desirability that MPC participants should deliver the presentations. The Chair will coordinate with Simon Bennett and Claire Yeates to prepare and coordinate with MOSL about the event. 
Action A05_08
MOSL agreed to make the arrangements and to encourage the right representation at the meeting. Specifically TPs would be encouraged to send those that might be formulating the responses to the consultation to attend the User Forum session. It was also noted that it would be good to have Portfolio Managers involved in the session since their interactions with TPs could be very helpful to elicit feedback and hence best shape the outcome of the review. 
Action A05_09
Development of consultation document
Actions were agreed as set out below. 

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 by October MPC meeting.
A04_02	The MOSL performance team agreed to come back to the November Committee meeting with a plan of how system performance can be appropriately fed into the Committee.
 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.

A05_01	MPC to prepare note for Panel on a potential ‘fit for purpose test’ to go alongside the change proposal. 
A05_02	MOSL agreed to provide worked examples of the two different types of standards. 
A05_03	MOSL to refine consultation document in the light of MPC05 discussions and circulate to MPC by 09.00 on 02 October.
A05_04	Committee members to review and feedback comments to MOSL by 09.00 on 04 October.
A05_05	MOSL to consider comments, make a judgement as to which to accept and deliver a revised version for dispatch to MPC by 09.00 on 05 October. 
A05_06	Committee members to indicate acceptance of changes or any further requests for change by 16.00 on 05 October.
A05_07	Contingency conference call (if required) to be hosted by MOSL on morning of 06 October.
A05_08 	Chair to coordinate with MPC members to prepare for User Forum launch session by the close of 09 October.
A05_09 	MOSL to ensure Trading Parties are advised of User Forum and that appropriate parties are available at meeting (including as appropriate Portfolio Managers) by close of 09 October.


The next MPC meeting is scheduled for: 01 November 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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