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) MOSL Presenter
Martin Hall MH
(item 7 — virtual)
APOLOGIES
None
CLOSED SESSION:

1. Welcome and Declarations of Interest

1.1. The Chair welcomed attendees to the meeting. It was confirmed that the meeting was quorate.

1.2. The Chair reminded Strategic Panel members that, in line with Section 5.7 of the Market
Arrangements Code (“MAC”), they were to act impartially and not in the interest or as a
representative of any organisation or individual. If Strategic Panel members believed they had

an actual or perceived conflict they should declare this at the start of the meeting or before an

agenda item.

1.3. JC and LD declared conflicts in relation to agenda item 4 (Market Improvement Fund Project
Bids Approval). The Chair highlighted that the Panel was being asked to agree the overall
package of bids and not the merits of individual bids. However, if the discussion turned to

considering individual bids, the conflict issue would be revisited.

2. Strategic Panel Priorities

2.1. The Strategic Panel noted and discussed the updated priorities paper. The following comments

and observations were made, amongst other more minor points:

Getting the Money Right

e A reference should be included to acknowledge that the REC, in itself, is not the silver
bullet for creating the value that the Panel wants to see the in the market. It has to, and

must, go hand in hand with getting the basics right in market interactions.

e The words ‘for new entrants’ on page 10 should be removed as it was too restrictive as

working capital was a barrier for all trading parties

e Onthe second programme of work, the reference to ‘GB utility margins’ should be amended

to ‘UK utility margins.
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e The wording regarding the positioning of the REC review should be re-phrased to be less
combative. There remained areas which Ofwat was exploring, such as net margins and
working capital, but could not confirm as yet. The intention was to avoid duplication of work
between Ofwat and the Strategic Panel.

e The wording on the REC review should reflect that the Ofwat consultation would be
reviewed in the autumn before the Strategic Panel considers what additional work would
be required.

Getting the Basics Right

e The paper should make clear that there should be an open mind in terms of what open data
means within the water sector. It may not work in the same way as it does in other sectors,
such as financial services.

Getting the Incentives Right

e [tshould be acknowledged within the paper that part of the environmental value that could
be delivered in the market was on drainage as well as water efficiency.

Programmes of Work

e |n relation to tariff structures, the narrative should be reviewed to make it clearer that
while the Panel recognises and agrees that effective tariff simplification and
harmonisation will remove unnecessary complexity in the market, it is the Panel’s
intention to consider a more holistic, future-proofed review of tariff structures, aligned to
achieving the Panel’s priority outcomes for the market.

e A quality check should be undertaken to ensure there was consistency in how the document
described delivery, and who/how delivery would occur.

Code Change Committee Mandate

e The paper should reflect that the items listed should be priorities for the Code Change
Committee, but that it was a non-exhaustive list. The Code Change Committee should be
able to use its discretion to prioritise the items listed by the Strategic Panel.

e Wording should be added to provide that the Strategic Panel would keep the priorities
under continuous review.
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e The Strategic Panel was content to move the delivery timescales as proposed by MOSL. The
Chair added that it would be important to keep the momentum of work going, whilst
managing capacity to deliver.

2.2. The Strategic Panel:

e AGREED to delegate the final review and sign off of the paper to the Chair and AR.
Next steps

2.3. The paper would be updated and published to give stakeholders an opportunity to comment
before being brought back to the Strategic Panel in July. An email would be sent to Strategic
Panel members seeking volunteers for a small group to review the feedback received from
stakeholders. The email would include detail on what would be expected of the volunteers.

ACTION SP05_01

3. Market Performance Framework Reform Update

3.1. AR provided an update to the Strategic Panel on the progress of the Market Performance
Framework (“MPF”) Reform, including on the establishment of the steering group and advisory
group, the two workstreams under the phase one activity, and high-level milestones. The
programme would consider natural incentives and how MPF interventions could augment

them, as well as avoiding negative interactions with the regulatory regime.
CR left the meeting.

3.2. The Strategic Panel acknowledged that it was important not to unduly rush the process and to
ensure that the MPF was right for the market.

3.3. The Strategic Panel discussed the MPF Reform work and raised the following points:

e Acknowledging that the MPF work could be used to support the Strategic Panel’s response
to PR24. Guiding principles should be established on what goes into the MPF and PR24. The
principles should be based on the best interests of customers and the solution should not
be ‘gold-plated’

e The emphasis should be on developing outcomes and then measures to deliver those

outcomes to the market rather than on the number of measures. The tools within the MPF

SPO5 Minutes of the Strategic Panel Meeting v0.2 Page 4 of 9
09 May 2022 © MOSL 2022



To promote, challenge and lead the operation and evolution STRATEGIC

of the market for the benefit of business water customers

PANEL

& Committees

should be developed to consider the outcomes for the customer, which included retailers,
and aligned to customer detriment.

Consumer insights should be brought into the discussions. There should be ways to plan,
confirm and measure what consumers want. The customer research that had been
conducted by Ofwat and CCW could be used, rather than commissioning new research.

Governance and maintenance of flexibility would be important in future-proofing the MPF.

A cost sensitivity analysis should be conducted as part of the process if MOSL charges were
likely to change.

Consideration should be given to whether incentives on water efficiency should be utilised
or improved within the MPF, and if so whether customers would be willing to pay for it.

3.4. AR confirmed that the feedback given would be provided to the MPF Programme Team and the

MPF Steering Group. A further update would be provided to the Strategic Panel in July.

4. Market Improvement Fund Project Bids Approval

SF joined the meeting.

4.1 The Chair reminded the Strategic Panel of the potential conflicts of interests for LD and JC and

indicated the discussion should be kept high-level.

4.2 The Strategic Panel noted the paper from SF outlining the nine Market Improvement Fund

(“MIF”) project bids recommended by the MIF Selection Committee for approval.

4.3 The Strategic Panel:

AGREED the bid package with the exception of Bid 001 and Bid 002.
AGREED to delay the start of Bid 001 until there was clarity on the timeline.

RESERVED JUDGMENT on Bid 002 pending legal review of the intellectual property issues
and clarity on customer benefit.

AGREED to delegate decisions regarding Bid 001 and Bid 002 to a small group of Strategic
Panel members.

AGREED to defer the decision on round three of the Market Improvement Fund and revisit
it in September.
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SF left the meeting.

5. Code Change Committee Alternative Customer Body Representative

5.1.

Appointment

The Strategic Panel noted the paper setting out the recruitment process and recommendation
for the appointment of the Code Change Committee Alternative Customer Representative.

5.2. The Strategic Panel:
e AGREED the appointment of Steven Creighton to the role of Code Change Committee
Alternative Customer Representative.
OPEN SESSION:

6. Minutes and Actions

6.1.

6.2.

6.3.

6.4.

6.5.

It was noted that the minutes from the last meeting had already been approved ex-committee.

AR took the Strategic Panel through the action log. For action SP01_08, on the identification of
an appropriate collaboration tool for use by the members, Sharepoint was proposed. The next
step would be to setup a dedicated Sharepoint site for the members ahead of the July meeting.

For action SPO1_10, on aligning the Committee reports to the strategic priorities, AR confirmed
that, with the priorities now having been agreed, that this would be the approach. He sought
feedback from the Strategic Panel on today’s Committee reports.

Action SP04_02 on a ‘teach-in’ on Open Data was proposed for Q2 and so would remain open.

It was agreed that all the actions, bar SP04_02, could therefore be closed.

7. Enhanced Metering Technology Update

7.1.

JD and MH joined the meeting and took the paper as read. They summarised the report,
included in the papers, completed by Artesia Consulting on behalf of MOSL and the Metering
Committee. Its key findings included that there was a strong benefit case for rolling out
enhanced metering technology to Non-Household (“NHH"”) customers; that domestic rollout
plans should include NHH; that even those companies without large-scale planned investment
would benefit; and that common data output standards would be critical to success. These
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benefits were across a range of stakeholders, with return on investment expected within 15

years.

7.2. Members of the Strategic Panel expressed some scepticism on the cost benefit analysis, having
had experience in other sectors and countries, although it was noted that the analysis had erred
on the side of prudence. In addition, implementing smart networks could be of benefit for other
services.

7.3. The discussion highlighted the need for wholesalers to do more and not artificially divide
domestic premises from NHH. 87% of NHH meters were similar in size to domestic, so only the
very large meters (25mm and above) might be the exception. In terms of retailers, they had a
key role to lead on the metering technology. The programme should focus on data
standardisation rather than technology.

7.4. A significant concern for retailers was that of stranded assets, where a customer committed to
a smart meter but later the wholesaler replaced this. Customer engagement and enthusiasm
for smart water meters was also low and the customer journey poor. LD offered for a team from
Wave to present to the Strategic Panel on the experience for customers (and retailers) of smart
meter rollout. The offer would be discussed with the Chair and Panel Secretariat for a future

meeting.
ACTION SP0O5_03

7.5. Incentives for smart meter rollout were also important. Ofwat confirmed that regulatory
incentives would be considered under PR24, but there was no guarantee this would encompass
NHH. The Strategic Panel highlighted a customer incentive in quickly identifying leaks, which
could otherwise create a large bill.

7.6. The Strategic Panel AGREED:
e That a further update should be brought to the July meeting.
e This should include consideration of metering roles and responsibilities.

JD and MH left the meeting.

8. Committee Progress Reports
8.1. The Strategic Panel provided feedback on the Committee Progress Reports. RH highlighted the

challenge the Disputes Committee had faced recently when there was an even number of
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members and votes were tied. Another member gave the view that Market Performance
Committee (“MPC”) report did not bring out the challenges of reaching decisions and making
progress against objectives, which had been slow. The MPC would benefit from a governance
review, as soon as was appropriate, given the MPF reform work.

Future Committee Progress Reports should be short, and focus on progress against objectives
as well as any effectiveness issues. Committee effectiveness was an area the Strategic Panel
wished to include in its work plan, feeding in the findings of the Satori effectiveness review, and
to revisit the plan at the July meeting.

ACTION SP05_04

9. Strategic Panel Engagement Plan — Roundtable Schedule

9.1.

9.2.

9.3.

10.

LN joined the meeting and discussed the engagement schedule with the Strategic Panel,
including the smaller retailer and NAV roundtable, the self-supply user forum, wholesaler
roundtable, customer roundtable and the autumn open forum.

It was agreed that, in order to be able to contribute fully, and ‘field the strongest bench’, any
wholesaler or retailer event should be attended by a member with the requisite experience and
knowledge to answer any questions.

LN would be in touch with a revised timetable and the updated proposed Strategic Panel
attendees. She would also provide an update on how the roundtables would be structured, and
briefs for the members, to support them.

ACTION SPO5_05

Strategic Panel Communication Policy

10.1. The policy was discussed, notably the question of how to manage the situation where a

Strategic Panel member’s personal view differed from that of the ‘official’ Panel view. It was
agreed that, if members had a differing view, they should express that at the Strategic Panel, in
the usual way, where it could be minuted. When giving a view to stakeholders, including press,
the principle of collective responsibility should apply. The exception should be where the
member held another position where they needed to speak on behalf of that other
organisation. An example being MK, with his role with CCW.
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10.2. In addition to this clarification on collective responsibility, the policy should, make it explicit
that, in most instances the (independent) Chair should act as the spokesperson, thus avoiding
these issues altogether.

ACTION SP05_06

LN left the meeting

11. Any Other Business (AOB)

11.1. The members questioned how they would resource the pipeline of planned work, including
responding to PR24 and REC review feedback.

11.2. AR suggested that, with the strategic priorities now largely agreed, there should not be a need
for additional meetings, although a provisional slot would be held for September, in case it was
needed. There may also be a need for some delegation of work to small groups of the Strategic
Panel members, potentially with sponsors for specific items.

ACTION SP05_07
Closed Session

12. Strategic Panel Reflections
12.1 The Strategic Panel reflected on the meeting.

12.2 There was no further business, and the Chair closed the meeting.

SPO5 Minutes of the Strategic Panel Meeting v0.2 Page 9 of 9
09 May 2022 © MOSL 2022



