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Market Performance Committee Meeting (MPC08)
29th 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.
The Chair set out that the Committee must decide by the end of the meeting:
1.1.1. The charging parameters for the Market Performance Standards (MPS), including the thresholds, the cap on charging, and charging levels.
1.1.2. The documentation which should be sent to the Panel before the next meeting and the timeline for development of this documentation.
1.1.3. The assurance requirements for the MPS reports.
2. Minutes and Outstanding Actions
Purpose: For Decision
The Committee agreed the minutes from MPC08.
The Committee agreed to close A03_01 as MOSL has circulated the MP compliance charts and a written report on MO Compliance.
The Committee agreed to close A04_02 as MOSL has provided the Committee with information on system performance against the code obligations.
The Committee agreed to close A07_01 as the development of a new reporting system this will be discussed in line with other GDPR issues.
The Committee agreed to close A07_02 as external assurance will be discussed as part of agenda item 5. 
The Committee agreed to close A07_03 as MOSL has contacted volunteer Trading Parties to begin pilot testing on 11 December.
The Committee agreed to keep A07_04 open and further discussed this item as part of agenda item five. 
The Committee agreed to keep A07_05 open. JW to come back with a proposal for Operational Performance Standards (OPS) charging before the December MPC meeting.
The Committee agreed to close A07_06 as MOSL developed an analysis of how a threshold may be applied to MPS charging and this is covered under agenda item 3.
The Committee agreed to close A07_07 as MOSL has circulated a draft recommendation document and this is covered under agenda item 4.


3. Review of MPS Charging Elements
MOSL set out the two main reasons for adding in a threshold:
3.1.1. Too many retailers are hitting the, and would be expected to continue to hit, the cap. Introducing a threshold might allow the active range for financial incentives to apply to Trading Parties. 
3.1.2.  100% compliance is not achievable for the standard
MOSL presented an analysis, based on modified charging levels for retailers (level 1 is £5, Level 2 is an additional £5 (£10 total) and Level 3 is an additional £10 (£20 total). MOSL indicated that failures attributable to data cleansing activities have been removed, wherever known, from the analysis. MOSL presented the following points:
3.1.3. MPS 7A and MPS 7C make up the a large portion of the total MPS tasks
3.1.4. The significant variation in the average fail rate across the MPS means that a uniform threshold might still leave a number of TPs outside the active range of the incentive.
3.1.5. There are a significant number of MPS 7A failed tasks which equates to the largest proportion of MPS charges  
3.1.6. MPS 7C failure rate is relatively low and as such failures against this standard do not equate to a significant proportion of MPS charges
3.1.7. On average, five retailers have hit the cap in the last three months
3.1.8. There is currently no data for the failure rates against MPS 8A or MPS 8B. There is, however, the total number of tasks that have been completed, which can be analysed
3.1.9. MOSL demonstrated what percentage failure of MPS 8A and MPS 8B would force retailers to hit the cap (using a Level 3 or Level 2 charge). This percentage varied greatly.
The Committee agreed the need for simplicity if a threshold is introduced while also incentivising Trading Parties to improve performance
A Committee member noted that lowering the charge could be a better incentive than introducing a cap as this will allow for a greater active range for charging incentives
Another Committee member noted that it is important that the charge is not less than the cost of reading the meter as this might undermine the effectiveness of the incentive. 
A Committee member noted that the cap is a material amount for a retailer in terms of revenue. The Committee member also indicated that the second reason for introducing a threshold, that retailers cannot submit 100% of all reads. This only applies to MPS 8A and MPS 8B as retailers should be able to submit the reads once they are taken.
MOSL noted that evidence was provided from a Trading Party that approximately 7% of meters have not been read in two years. MOSL then presented a chart which demonstrated how a 7% threshold would affect the percentage of MPS 8A and MPS 8B failures to hit the cap. 
A Committee member suggested changing the cap, on the expectation of relatively high MPS 8A and MPS 8B failure rates, driving further additional charges and increasing the likelihood of breaching the cap. However, the Committee agreed not to change the cap at this point.
The Chair clarified that whilst lowering the individual charges may not incentivise a retailer to read the meter directly, the only other way to allow a more relevant active range for the standards regime would be to change the cap to increase the active range of the incentive or apply a threshold to move the active range. As the Committee preferred to not change the cap, the other two options, lowering charges or applying a threshold, were the only levers that could be used to adjust the effective incentive range delivered by the standards regime. The lowering of charges may still incentivise retailers to find new or more efficient ways to read their meters.
A Committee member noted that it would be challenging to set a threshold that would apply consistently across all retailers.
MOSL pointed out that there are other ways of incentivising Trading Parties beyond charging. There are also performance rectification plans, peer comparison reports, and audits.
The Committee agreed that a MPS charge of £10 may not provide a sufficient enough incentivise to offset the cost to a retailer of reading a meter. 
A Committee member expressed that it is important to drive behaviour above simplicity and ease.
A Committee member noted that a greater proportion of the cap would be in relation to water, not wastewater SPIDs. This will contribute to variation in performance because retailers have different proportions of water and sewerages SPIDs.
The Committee agreed that the threshold does not negate the market impact of missing meter reads, however that introduction of a threshold would however have merit in generating an incentive framework that would be expected to place more TPs within the active range.  
Ofwat noted that it is important to remember that if the threshold is too low, then retailers might not be incentivised to deliver outcomes above the target level performance.  
The Committee agreed to reduce the charges for the retailer MPS and to introduce a threshold for MPS 8A and MPS 8B.
A Committee member noted that, in Scotland, the number of meters that can be expected to be read is approximately 93%.
A Committee member proposed consulting on the threshold, however, the Chair requested that the MPC make a recommendation as to the preferred thresholds at this meeting. 
Some Committee members suggested implementing a 90% threshold for MPS 8A and MPS 8B and reviewing this level in six months. They pointed out that whilst this may be too low as an enduring threshold, this could to be viewed as a step towards a more challenging threshold. The Committee noted that any threshold decided upon for 1 Apr 2018 could later be revised. 
Committee members wondered whether there is value in reviewing this threshold in approximately six months as there will be more switching which incentivises retailers to find the meters for transfer reads.
Some Committee members and Ofwat indicated that 90% felt too lenient without rigorous evidence. 
MOSL pointed out that a consultation response noted that 95% of meters is approximately the maximum that can feasibly be read.
The Committee agreed that a 95% threshold and a level 3 charge would be recommended for MPS 8A and MPS 8B, whilst noting the risk that this implies in respect of some retailers hitting the cap. The Committee agreed to review the threshold as more data, particularly about MPS8B performance becomes available.
The Committee agreed that the retailer charges will be reduced to level 1 being £5, Level 2 increasing the total to £10, Level 3 increasing the total to £20. This represents more than a 50% reduction in charges.
The Committee agreed to ‘ring-fence’ charges to redistribute charges incurred by retailers among retailers and charges incurred by wholesalers among wholesalers. These would be redistributed in the same proportion as Trading Parties contribute to MOSL charges. 
4. Review of the recommendation document
The Committee reviewed the recommendation document which was circulated before the meeting.
The Committee provided MOSL with feedback on the document. 
The Chair expressed that the documents that are brought to Panel for the 11 December do not necessarily need to be the final documents associated with WRC and MAC Change Proposals as these can still be modified after the anticipated mandate has been received from the Panel. 
The Chair noted that there is a need to keep as much of the detail of the review as possible in the recommendation note to avoid duplication between various papers that are sent to the Panel
The Committee agreed that this intermediate recommendation document will be published in response to the consultation as well as going to the Panel as a supporting document for the code change proposal noted above. A later version of the document will effectively deliver the conclusion of the Market Performance Standards review. 
5. MOSL Reporting
Specification
MOSL presented a summary of the methodologies used for calculating standards, particularly for ‘calculation upon receipt’, ‘calculation by expected data’ and new standards MPS 13,14,18 and 19
MOSL asked the panel to confirm assumptions it had made that were not directly clear in the SLAs, the Committee agreed to look over and report back on any issues arising from these. 
The Committee agreed that requests for early testers should be sent out to the wider membership, and that it is important testers have the technical ability to understand the construction of the queries
Action 08_01
Exemplar Reports
MOSL presented an exemplar report to the Committee. It was noted that the reports set out the various SLA levels and associated charges. This is to provide transparency when charges are incurred for the same SPID or meter in different periods. Where a transaction is expected in a reporting period and has not been received by the end of that reporting period, there is no way to know in which reporting period the final charge will be incurred. For this reason, it is important to set out exactly which charge was incurred in the current reporting period. 

Assurance
MOSL provided an update on the assurances that will be provided on market performance reporting:
5.1.1. MPS queries are relatively low risk as people can audit the queries themselves. There is, however, an inherent risk of Trading Parties not understanding the queries that have been developed by MOSL.
5.1.2. There is a bigger risk associated with pulling data into the data warehouse and ensuring that it is a perfect mirror of the system. The differences between CMOS and the data warehouse will not be visible to Trading Parties.
5.1.3. MOSL will engage Trading Parties in Q3 2017/2018 for external pilot testing. 
5.1.4. Assurance on reporting will be provided through a combination of MOSL testing, participant testing, and external testing. 
5.1.5. Independent assurance will be provided around the data warehouse, while the Trading Parties will be testing for accuracy of charges mainly.
5.1.6. The various assurance activities will be written out and auditable 
A Committee member expressed that Trading Parties want assurance that reports are accurate as the most impactful area for Trading Parties is charging. 
The Chair expressed that MOSL should provide Trading Parties with details around how data is being extracted and a detailed specification for its reporting. 
MOSL confirmed that the current reporting will continue to be run until the end of 2017/2018. 
The Committee agreed that the February Panel will be the date by which any decision to stop the introduction of charges should be taken. 
MOSL agreed to bring an update on the assurance process to the December MPC meeting.
Action 08_02
6. MOSL compliance
MOSL provided a verbal overview of its compliance:
6.1.1. MOSL has Code obligations around Business Continuity Planning. MOSL is currently non-compliant against its obligation to be ISO compliant within 6 months of market open. An impact assessment has been carried out and MOSL has an interim Business Continuity Plan now but it has not been accredited.
6.1.2. In order to receive ISO accreditation, MOSL intends on having its policies and procedures in place by Q1 2018/2019, at which point there can be an initial review. A follow up review will be conducted one quarter later to receive accreditation.
6.1.3. A Market Incident Management Planning Committee has been set up but is short two retailer representatives
6.1.4. MOSL has carried out its own internal testing and disaster management trial but would benefit from doing similar exercises with Trading Parties.
6.1.5. As per the codes, MOSL is required to put source documentation into escrow, including transactional data. Since it is not practical to put all transactional data into escrow, MOSL is considering using its data warehouse as a possible solution. While the impact of non-compliance against this obligation is high impact, there is a low probability of impact. 
6.1.6. CMOS operation and service desk operations are compliant with the requirements set out in MOSL’s contract with CGI. Following P1 incidents, CGI were able to get back service credits from overperforming in other areas. MOSL is in the process of negotiating service level agreements with CGI. MOSL will bring this new agreement with CGI to the Committee in due course.
6.1.7. MOSL agreed to publish two charts on its own performance (one chart on compliance and one chart on the impact of non-compliance) on the MOSL website for Trading Parties to review.
Action 08_03
A Committee member asked whether MOSL is investigating meaningful performance metrics with CGI. The Committee member expressed, as an example, that low quality responses from CGI can be just as unhelpful as slow response times or no responses at all. 
MOSL indicated that it is currently measuring CGI’s compliance against contractual obligations, not performance. 
MOSL indicated that it is intending on reducing its obligations down to a smaller number. The less meaningful requirements are overshadowing the more impactful obligations. However, a code change to change would be required to change these obligations. 
Committee Members were requested to provide feedback to MOSL on the MOSL compliance paper by no later than 8 December. 
Action 08_04
The Committee agreed to discuss MOSL compliance further in January. The Chair indicated that, as minimum the compliance activity should cover all elements identified in CSD002.
7. Next steps
The Committee agreed that the following documents must go to the December Panel meeting:
· A Cover note which sets out the below documents are and how to read them. This note should also set out that the Committee is asking the Panel to endorse the recommendation, to refine any of the submitted documents, and to sign off on the legal drafting. This cover note should ask for the authority for the Committee to design consultation questions and ask the Panel to progress the change to consultation stage.
· Recommendation on the MPS and OPS document
· Wholesale-Retail Code change proposal
· Market Arrangements change proposal
· Design specification document (draft)
The Chair set out the need to define what is required for the final consultation document, given that the Committee intends on receiving responses back in time for January meeting.
A Committee member noted that there is misunderstanding about how reporting and calculations are done. This is why there needs to be a specification document sitting behind the CSD 0002. 
The Committee agreed that the specification document should be included in the suite of documets going to Panel. This can be a working document that can be updated throughout testing. 
The Committee agreed to provide a first version of the revised codes to the Panel
MOSL agreed to send the above documentation to Committee members by close of play 1 December, and to submit these papers to the December Panel meeting. 
Action 08_05
8. Any Other Business
Purpose: For Discussion
No additional business was discussed by the Committee.
Actions:	
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 - JW to come back with a proposal for Operational Performance Standards (OPS)
A08_01                 MOSL to send invite for pilot testing in December to wider membership
A08_02		MOSL to provide an update on the assurance process to the December MPC meeting.
A08_03	MOSL to publish two charts on its own performance (one chart on compliance and one chart on the impact of non-compliance) on the MOSL website for Trading Parties to review.
A08_04	Committee Members to provide feedback to MOSL on the MOSL compliance paper by no later than 8 December 
A08_05	MOSL to send the documentation set out in Section 7 to Committee members by close of play 1 December, and to submit these documents to the December Panel meeting. 








The next MPC meeting is scheduled for: 13 December 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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