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Market Performance Committee Meeting (MPC07)
15th November 2017 | 10:30 – 15:30 
Held at MOSL Office, Monument, London EC3R 8AJ
Status of the Minutes: Final
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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 convened the meeting.
1. Minutes and Outstanding Actions
Purpose: For Decision
The Committee agreed the minutes from MPC06.
Action A03_01, A04_02 and A05_01 were noted to be for discussion at MPC08 and so remain open. 
A06_01 MOSL provided a verbal update to the Committee and is closed.
A06_02 MOSL confirmed that intellectual property rights would transfer if a new Market Operator was appointed. The Committee agreed to close the action. 
A Committee member requested that MOSL consider any implications which GDPR may have on the new system implementation and provides a view to the Committee. 
Action 07_01
A06_03 MOSL confirmed its approach to MPS and OPS reporting as part of agenda item 3. It was closed recognising that subsequent actions would be picked up from this meeting. 
A06_04 MOSL confirmed that it had rerun its MPS reporting and trend analysis was provided as part of agenda item 4. A06_04 was therefore closed although it was recognised that this matter might need to be addressed from a TP perspective through the assurance process. 
A06_05 MOSL developed exemplar reports for the Committee as part of agenda item 3. Action closed noting that these are to be reviewed including at MPC08 to ensure that system requirements are appropriately defined.
A06_06 MOSL stated that the Business Day count resets on the meter read submission date. This action was agreed to be completed and closed.
A06_07 MOSL presented the acceptance criteria as part of agenda item 7. This action was agreed to be complete by the Committee. 
A06_08 development for a new standard was handed over to the Trade Effluent Issues Committee on 07 November 2017. This action was agreed to be closed. 
Assurance Work
Purpose: For Information
IT System Development
MOSL confirmed their decision to use an inhouse reporting system, with full development of queries and initial internal testing expected to commence in the next fortnight. MOSL highlighted that the development of queries for standards based on expected dates was inherently more complex that for standards based on transaction submission dates. 

Timeline Development
MOSL plans to publish initial data extracts and peer comparison reports using its new approach on 8th January 2018.
MOSL will continue to publish CMOS reports for the remainder of the financial year, alongside the inhouse system reports, for trading parties to compare. MOSL will also rerun historical monthly reports using the new system, with the inclusion of changes in standards.
MOSL will use the new inhouse system for all peer comparison reports from January 2018 onwards (December report).
The Committee noted the aggressive timeline for the process and that close member engagement will be vital to fulfilment.
A Committee member requested further clarity from MOSL as to any external assurance it intends to provide and a potential date for which a final decision could be made to delay charging if there are significant challenges.
Action A07_02
The Committee noted that a significant amount of assurance would come from Trading Party testing.

Testing Strategy
The Committee highlighted the importance of engaging the market early in the testing process, given the short time frame and sensitivity of this issue. MOSL will invite members to volunteer for an initial testing phase during December 2017, with full testing expected to commence in the January period. The Committee noted that closely working with a number of trading parties should be part of the assurance process, and contribute to “go/no-go” decision later in Q1 2018. 
The Committee noted the importance of getting the right number and experience of volunteers, but that it may be more difficult to get representation from smaller retailers’ due to staffing constraints. 
The Committee discussed the idea of early testing being apportioned by standards, with each volunteer being given a select number of measures. This would ensure greater efficiency of the process and enable a deeper depth of analysis.
MOSL will clarify at next MPC how best to manage both development and testing to make best use of Trading Party volunteers having regard to the imminent  Christmas and New Year period.
Action 07_03
The Committee agreed that a definitive acceptance criteria for the assurance process is needed. The criteria will include a deadline for acceptance, with regards to an April introduction of charges. MOSL to present its acceptance criteria for reporting at the next MPC.
Action 07_04
Specification of Standards/Reports
The Committee agreed to discuss the exemplar reports and specification of standards at its next meeting on 29 November. MPC members were asked to provide any feedback on the samples provided to MPC07.

2. MPS and OPS Trends Year to Date
Purpose: For Information
The Committee noted the difference in MPS charging trends between wholesalers and retailers, with a majority of wholesalers not exceeding the monthly cap in direct contrast to a majority of retailers. It was agreed that the primary driver for this was most likely the large difference in number of tasks submitted – with wholesalers accounting for only four percent of MPS tasks over the previous three months.
For both wholesalers and retailers, the large majority of tasks and charges are related to meter reads. The committee noted that meter reading will likely increase particularly for retailers as reporting defects with MPS8 volumes are rectified and the six monthly read meters start to generate failures as the 140 and 160 BD periods after Go-Live are passed.
Several retail members highlighted the significant impact data cleanse can have on an individual month, and the importance of considering this when drawing conclusions intended to be based on ‘normal business’ activities.
3. Additional Evidence Received
Purpose: For Information
A retailer presented their analysis of historical wholesaler performance for consideration by the Committee. The analysis focussed on meter read performance and included skip code analysis.
The MPC noted that unless the standards regime is refined it might not provide a meaningful incentive to improve performance because retailers would all likely be beyond the cap on charges.  The MPC noted that it would be helpful, in formulating a revised standards proposal, to have further evidence about meter reading performance including having the analysis presented in this section broken down between vacant and non-vacant SPIDs. 
The Committee thanked the retailer for their valuable contribution to the review of the market performance standards.
4. Initial Pass of Outstanding Consultation Feedback (OPS)
Purpose: For Decision
Recommendation 13 – The Committee agreed that an April introduction of OPS charges would not be possible due to timeframe alone. However, noting concerns from a majority of retailers, the Committee further discussed the idea of introducing a selective number of OPS charges with an aspiration of October 2018 introduction. These standards would most likely be limited to those having knock on repercussions for retailers. The Committee intend to develop a plan for potential introduction of charging for OPS during Q4 2017/18. This plan is to include consideration of activities required to standardise OPS reporting.  JW agreed to give this some thought and report to MPC. For the purposes of the Recommendation MPC agreed it would commit to a high level plan to be reflected in the document with an aspiration to introduce charging on a small number of critical OPS standards from Oct 2018. 
Action 07_05
Recommendation 14 – a large majority of respondents were in agreement and the Committee found no substantive evidence or rationale for it to change its recommendation. As such, no change will be made to the Committees recommendation for OPS data to be submitted on a monthly basis and that performance would be reported on a monthly basis. 
Recommendation 15 – a large majority of respondents were in agreement and the Committee found no substantive evidence or rationale for it to change its recommendation. As such, no change will be made to the Committees recommendation to include OPS within the performance resolution process.
5. Revisiting previous questions
Purpose: For Decision
Recommendation 2 – The Committee agreed that alignment of standards with SLAs defined elsewhere in code is desirable. was needed, and an SLA should be added into the code for current MPS 1D.
Recommendation 6a - MOSL presented a framework for adding or removing standards, based on criteria used in the review. The Committee agreed the framework and, having regard for this framework, confirmed its recommendation to add a deregistration standard to the OPS, monitor VOA and that the Trade Effluent Issues Committee would develop a trade effluent standard. The Committee noted the suggestion that MPS 16 and 17 might create double jeopardy and hence will assess this risk against the benefit of maintaining the two distinct standards before it finalises its recommendation.
Recommendation 11 – The Committee noted it had removed the only standards (MPS 6a and 6b) which included a Retailer Credited component. The replacement standards would be classified as Market Operator Credited. It was noted that consultation responses may reflect different understandings of the retailer credited element.. The Committee noted that the concept of Retailer Credited is retained in the code and that it would further review the potential for Retailer Credited charges in 2019/20 or subsequent performance years. 
6. Position on critical elements
Purpose: For Decision
The Committee discussed the four key elements of, and their interactions in, the MPS charging system: the level of charges, the cap, a potential performance threshold and the redistribution of charges.
The Committee agreed that the current charging system, based on current evidence, would not incentivise trading parties - retailers in particular – and therefore would not be effective at driving market improvement. This was due to the narrow effective range over which any incentive to improve performance would apply. 
The Committee further discussed this issue in light of the differences between wholesaler and retailer activity levels associated with the standards. These different activity levels, combined with the common performance charges and a common cap render the incentives inappropriate for retailers.  The Committee concluded that its recommendation about the standards should be aimed to deliver meaningful incentives on retailers. Its focus would therefore be to deliver a reform that gets as many retailers as possible within the active range of the incentive
The Committee aspire to agree a new charging proposal at MPC08. This would then feature in the recommendation to be taken to Panel and would be expected to be reflected in the recommended Change Proposals for both WRC and MAC which should be regarded as a package.  The Committee discussed the potential for a Panel consultation in January to enable a final Panel decision, subject to satisfactory conclusion of the assurance process, in February. 
Threshold
The Committee agreed in principle that is was minded to introduce thresholds, at least for the higher volume standards related activities, subject to further analysis on how it should be implemented.
The Committee agreed that threshold levels should be set having regard to historical performance levels and to drive attainable performance improvement.
The Committee discussed whether the threshold should be applied to all MPS measures, or whether it was most effective targeted at certain standards. This will be further reviewed at the next MPC meeting, but there was agreement that a common structure should apply although some standards might have a 100% target threshold. MPC agreed that it should at least give careful consideration to the larger volume activities within the standards regime having thresholds less than 100%. The Committee noted that this could create complexity.
The Committee noted that the precise details of how an x% tolerance would be applied should be defined. It was suggested that the x% factor should be applied to each service standard at each (chargeable) performance level. It was noted that this would need to be specified in the Market Performance Standards Specification (MPSS) document. The Committee requested that MOSL consider how best the threshold should be applied and how it might be reflected in the next MPS document. 
Action 07_06
Cap
The Committee discussed the role of the cap in the performance charging framework. The Committee noted that the size of the cap may severely limit the opportunity to set other parameters to ensure all TPs would be within the active range of the incentive. 
The Committee noted that it would likely be politically unacceptable to increase the cap and therefore agreed that its recommendation would be that the cap will remain at 0.15% for 2018/19.
The Committee agreed that the cap should be reviewed in the light of experience once accurate and extensive evidence is available, and any changes would require significant notice prior to introduction. The Committee agreed that the recommendations document should signal that changing the cap for 2019/20 or later performance years might be worthy of consideration.
Level of Charges
The Committee agreed that for performance charges to drive retailer behaviour that, without changing the cap , they had to be reduced to take account for the sheer volume of tasks and ensure that all retailers do not immediately hit the cap. 
The final level of charges which the Committee will recommended are to be decided in conjunction with the other charges elements at MPC08. It was noted that charging levels of (£5, £5, £10), compared with current (£10, £15, £15) i.e. an overall reduction of more than 50% might be necessary to material increase the active range of the incentive. The Committee, however also noted the risk that this might not provide sufficient economic incentive in respect of some individual failures to deliver better performance. 
The Committee discussed whether the reduction should be applied to all standards, or applied to higher volume standards. Whilst a targeting of standards was agreed to be theoretically sensible, it was noted that the potential complexity that this generated would reduce transparency and could create significant problems.
Redistribution
Recommendation 12 - The Committee agreed that wholesaler and retailer charging pots should be ringfenced. The Committee noted that the recommendation would therefore likely comprise a WRC and MAC Change Proposal which should proceed in parallel and which should be considered as each conditional upon joint acceptance. The redistribution arrangement within the two pots will be further considered at the next meeting.  
7. Agreement of Next Steps
Purpose: For Decision
The Committee agreed the priority of the next meeting will be reaching a reasoned decision about the critical elements associated with the financial aspects of the MPS with an April introduction in mind. 
MOSL will prepare a first draft recommendation document in advance of the next MPC meeting. The Committee envisaged a more advanced draft being the basis for the Panel’s decision about the forward work programme and the Change Proposals at its 12 December meeting. 
Action 07_07
The Chair will report on standards review progress to the 28 November Panel meeting and outline a process where the Committee would have delegated responsibility to finalise the recommendation document and complete the necessary Change Proposal documentation. The final proposal, together with an assurance assessment of new processes and systems would be available for Panel decision at its February meeting. Ofwat would be kept appraised of developments so that its decision could be taken in a timely manner during March. 
8. Any Other Business
Purpose: For Discussion
No additional business was discussed by the Committee.


Actions:	
A07_01	MOSL to consider any implications which GDPR may have on the new system implementation and provide a view to the Committee. 
A07_02	MOSL to update the Committee on any external assurance it intends to provide and a potential date for which a final decision could be made to delay charging if there are significant challenges.
A07_03	MOSL will clarify at next MPC whether they can accelerate the timing of pilot testing with a select number of Trading Parties to avoid the Christmas period.
A07_04	MOSL to present acceptance criteria for its new reporting at the next MPC.
A07_05	The Committee to develop a plan for potential introduction of charging for OPS during Q4 2017/18.
A07_06		MOSL to consider further how a threshold may be applied to MPS charges.
A07_07	MOSL to prepare a draft recommendation document in advance of the next MPC meeting.










The next MPC meeting is scheduled for: 29 November 2017, 10:30 – 15:30, at:

MOSL
4th Floor
16-18 Monument Street
London
EC3R 8AJ

The nearest tube stations are Monument, Bank and London Bridge.
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