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1. Welcome and Introductions

Purpose: For Information

1.1. The Chair began by welcoming the Committee to the additional Panel meeting, which had been
convened to reach a Panel view on the progression of Change Proposal CPW019.

1.2. Panel Members were reminded that the purpose of the meeting was to indicate what evidence would
be required to make a decision at the Panel meeting on 26" September 2017.

2. Assessment Report: CPWO019 — Alternative Eligible Credit Support

Purpose: For Decision

2.1. MOSL provided a summary of the changes that had been made to the Change Proposal, noting that
the proposer had developed the solution to clarify the existing ambiguity.

2.2. The amended solution introduced a dispute resolution process. MOSL highlighted that the current
proposal was developed in a tight timeframe, and as such, there may be alternative solutions available
that could be more appropriate.

2.3. The Panel was informed that the Assessment Report for CPW019 would be provided in advance of 26
September 2017 Panel meeting, to support the Panel in making a decision. In addition, it was
highlighted that the Proposer had made request that the next Panel meeting to be brought forward in
order to aid in the resolution of this issue.

2.4. MOSL invited the Panel to consider whether to send this Change Proposal to Industry Consultation.

2.5. A Panel Member agreed that there was some merit to the proposal, noting that the current procedure
in resolving a dispute currently is not timely enough. However, they disagreed with other aspects of
the solution, such as including descriptions of alternative credit provisions, which could obscure the
potential for other innovative options that Trading Parties might develop.

2.6. Panel Members highlighted that the amended Change Proposal was considerably different to the
original solution, and questioned whether it was correct to consider this as the same Change Proposal.

2.7. The Ofwat representative raised 3 issues:

. The level of evidence provided was not sufficient, and they were not confident the evidence
provided would give them sufficient basis to make a decision on the Change;

. The negotiation period of 10 Business Day before a dispute can be escalated to the Authority
may not be sufficient for Trading Parties to make a reasonable judgement; and

. the Change Proposal appears to be very different from the original, therefore the Panel may
want to think about whether this should be submitted as a new Change Proposal.

2.8. A Panel Member suggested that it would be difficult to determine how the proposed disputes process
for credit terms negotiation would be triggered, in terms of defining failure to agree the criteria of an
appropriate credit support method. In addition, the 10 Business Day period before a dispute can be
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raised was too short, and a negotiation of this kind would not be concluded in this timeframe. These
negotiations involves parties taking different positions and then exploring how they might resolve
these, premature evocation of the disputes process would interfere with this normal commercial
negotiation.

2.9. Panel Members asked Ofwat whether it had been consulted on the suggested change, and whether it
had the regulatory power to carry out this function. The Ofwat representative confirmed that it had
been shown the proposal by MOSL but not consulted, although the opportunity to discuss this had
been limited by the time constraints. It further noted that legal advice would be sought to determine
the Authority’s powers on this matter.

2.10. A Panel Member raised a concern on the criteria required to raise a dispute as described in the
proposal. Particularly, in a case where a Retailer raises inappropriate credit support, and could subvert
the negotiation and go to a disputes process in 10 Business Days.

2.11. A Panel Member felt that the solution set out in the Change Proposal did not seem to be solving the
underlying issue and instead, sought to create a dispute resolution mechanism, to address a symptom
of the underlying problem.

2.12. Panel Members raised concerns with the Change Proposal documentation provided, in that it appears
to be inconsistent. It seems to suggest in one point that the Retailer can negotiate to provide
something less than the full Credit Support Amount, which is in direct conflict with what is already in
the codes.

2.13. The Chair requested that the Panel provide direction on what extra information it would require in
order to come to a decision on this change on the 26" September 2017 meeting. The Chair also noted
the Panel's concerns that this Change Proposal looked significantly different from the original
proposal, and suggested that the Secretariat provides advice on the Change Process and how best to
progress the change forward.

2.14. A Panel Member requested information on whether there were any examples of credit support
negotiations not being resolved with the current credit provisions in the market codes. It was also
highlighted that the there was a lack of evidence on why this Change Proposal was an urgent issue,
given the time that had now passed since the change was first raised.

2.15. The Panel noted a confidential update from MOSL which the Panel. The Chair asked the observers on
the call to leave the meeting prior to the information being discussed.

CLOSED SESSION

2.16. Following the confidential update, the Panel remained concerned that the underlying issue with the
code rules was not well defined

2.17. Inresponse to the concerns of the Panel, the Secretariat explained the thought process that led to the
Change Proposal encompassing a dispute process, and noted that the revised solution had been
developed following Panel Members feedback at the August 2017 meeting that the Proposer rethinks
the intention and purpose of the change.
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2.18. The Panel agreed that the revised Change Proposal should not be progressed to Industry Consultation,
and requested that the Assessment Report for the September 2017 Panel meeting should detail the
issue the change seeks to address, the rationale behind the solution and any supporting evidence.

2.19. The request to have an emergency Panel meeting earlier than the next scheduled Panel meeting on
the 26™ September 2017 was not agreed, on the basis that Panel Members felt more time was needed
to ensure the proposed solution aligned with the perceived issue and the required evidence to support
the Change Proposal be collated. It was noted that coming to an earlier decision would have a limited
impact on timing given that the change would still be subject to the Authority making its decision.

3. Any Other Business (AOB)

Purpose: For Information

3.1. There was no further business and the Chair closed the meeting.

The next Panel meeting is scheduled for: 26*" September 2017, 10:30 — 15:30, at:
Holborn Bars

138-142 High Holborn

London

EC1IN 2NQ

The nearest tube stations are Chancery Lane, Farringdon and Holborn
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