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An MPF in Context — The MPF

Where insufficient natural
incentives exist, Performance or
Assurance interventions can be
applied to moderate delivery
and influence working practices
and behaviours by taking steps
to:

Prevent risks becoming issues
Detect where issues manifest
Correct issues where they arise

...and so provide comfort to
stakeholders that the right
outcomes are being delivered
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Changes to the design of the market impacts delivery of
outcomes and also associated risks of non-delivery —
potentially leading to changes in any performance or

assurance framework



Elements of a Market Performance Framework

1.

2.

Intervention Tools
(i.e., which tools are applied and when, regularly or flexibly according to
the findings of other tools or as risks / issues evolve)

Performance /
Assurance Framework

Scope
(i.e., what activities / risks / outcomes are covered by available intervention tools)

Process

(when and how decisions regarding the application of intervention tools are applied each
month or each year as appropriate)

Governance
(responsibilities for decision-making in the application of intervention tools)




Overview of MPF Reform Programme

RISK
WORKSTREAM

Identify and
Quantify Market
Risks and Issues

Quantified
Risks

COMPONENT
WORKSTREAM

Identify, scope* and
assess candidate
MPF Intervention

Tools

PROCESS
WORKSTREAM

Identify, overarching
candidate Process
for applying and
maintaining
intervention tools

GOVERNANCE
WORKSTREAM

Identify,
overarching
candidate Decision-
making
responsibility and
governance for
applying and
maintaining
intervention tools
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Each Candidate MPF Framework comprises:

Intervention Tools (i.e. which tools are applied and
when, regularly or flexibly according to the findings
of other tools or as risks / issues evolve)

Scope (i.e. what activities / risks / outcomesare
covered by available intervention tools)

Process (when an how decisions regarding the
application of intervention tools are applied each
month or each year as appropriate)

Governance (responsibilities for decision-makingin
the application of intervention tools)

PHASE
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Compile

Framework
ptions

Assess each
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Design

Principles
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Framework
Options*
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PHASE
TWO

DETAILED DESIGN
(multi-workstream)

Detailed Design
of Rules /
Systems for
preferred MPF

MOSL

MARKET OPERATOR SERVICES LTD

Approved
Code
Change(s)

IMPLEMENTATION
WORKSTREAM(s)

Implementation

T\ \




Initial Focus: ‘Risk’ and Framework ‘Components’ Workstreams M 05 L
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1A: Market Risks and Issues Tracker 1B: Performance Intervention Components

° Aim: o Aim:
To identify risks and issues which prevent the market To identify candidate performance interventions that
from delivering on desired outcomes — either now or might comprise an alternative MPF.

in the future

A target model will be identified from the alternative
frameworks identified. This will include consideration
of a model where there is no MPF
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Dates of future meetings [l OS L

Fortnightly (approx.) Wednesday 10:00 — 12:00

< Q1 - Apr -Jun 2022 > < Q2 - Jul -Sept (2022) > < Q3 - Oct -Dec (2022) > < Q4 - Jan -Mar (2023) >
SP05 SP06 SPO7 SP08
9 May 15 July 15 Nov Feb (TBC)
SG01 SG02 SGO03 SG04 SGO05
5 May 12 Jul 13 Sep 8 Nov 10 Jan

PAG10
26 Oct

PAG15
TBC

PAG16
TBC

PAGO1 PAGO02 PAGO3 PAGO04 PAGO9
15 Jun 29 Jun 20 Jul 3 Aug 12 Oct
PAGO5 PAGO06 PAG11
17 Aug 31 Aug 09 Nov

PAGO7 PAGO08 PAG13 PAG14
14 Sep 28 Sep 07 Dec 14 Dec

PAG12
23 Nov

PAG17
TBC

PAG18
TBC

PAG19
TBC

PAG20
TBC

:) Strategy Panel :) Steering Group :) Performance Advisory Group
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Performance Advisory Group (PAG) Terms of Reference
Terms of Reference were signed off by the Steering Group in May (see — Appendix 2)

The PAG will be responsible for:

¢ Reviewing programme requirements and solutions

¢ Assisting in the design of market changes as requested
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Performance Advisory Group Terms of Reference (cont) MOSL
The functions of the PAG

The PAG will support the solution design by reviewing programme requirements, solutions and change proposals which have
been developed and designed by the programme team.

It will be specifically focused on the assessment of metrics, measures, and tools as identified by the programme team to support
the future MPF, but will also need to provide input on the following:

é

é

The design, build and testing of measures and interventions
The expected benefits to the customer arising from the intended behaviours driven by the framework

The possible unintended consequences to customers and/or trading parties (TPs) which may arise from application of the
framework

The state of readiness ahead of the framework’s “go live” milestone. To achieve this the PAG will work with the MPFR
programme team to ensure milestones are aligned and progress against milestones are reported. It will provide TPs own project
teams with visibility of the programme plan and its progress as well as giving TPs the opportunity to ask questions. TPs will
provide updates on their own progress against milestones to ensure the market delivery of the MPFR programme is aligned.

As SMEs, the PAG may be asked by the MPFR programme team or the Panel to consider matters relating to change proposals or
other matters relating to the MPFR Programme from time to time.
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MPF Reform Programme — High-level Plan

Overview
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PAG

[Programme Board

[Steering Group

Panel

Deliverable

[Terms of Reference

[Glossary

Introduction Risk and Issue tracker to PAG

Introduction CFl and Steering Group - Tests

Identify and Quantify Risks / Issues in Tracker

Identify Activities that Support Market Outcomes

Activities linked to Risks and Outcomes

Consider Natural Incentives and Regulatory Incentives

Activities to be covered by an MPF

Develop Candidate Intervention Types

Identify Candidate Metrics

Identify Candidate Intervention Tools

Compile into Framework Options

Assess Each Option Against CFl Principles

15th 29" 20" 3rd 17th 31 14th 28" 12th 26" 9th 23" 7th 21
9th 23rd 21st 4th 8th 6th 9th 8th TBC
12" 13th 8" 10"
13th The 15" The
Pre-consult / post-
onsult ready date
PAG P-Board
PAG P-Board
PAG P-Board
PAG P-Board
PAG PAG P-Board Consult Consult Consult Consult [PAG] [PAG] P-Board Ready
PAG PAG P-Board Consult Consult Consult Consult [PAG] [PAG] P-Board Ready
PAG PAG P-Board Consult Consult Consult Consult [PAG] [PAG] P-Board Ready
PAG PAG P-Board Consult Consult Consult Consult [PAG] [PAG] P-Board Ready
PAG PAG PAG P-Board Consult Consult Consult Consult [PAG] [PAG] P-Board Ready
PAG PAG P-Board Consult Consult Consult Consult [PAG] [PAG] P-Board Ready |—
[PAG] PAG PAG P-Board Consult Consult Consult L —
[PAG] PAG PAG P-Board Consult Consult Consult l—
PAG PAG P-Board Consult Consult Consult
PAG PAG P-Board Consult Consult Consult
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Market Risks and Issue Tracker MOSL

Aim:

¢ To identify risks and issues which prevent the market from delivering on desired outcomes — either
now or in the future

Having a better understanding of all material risks and issues will help to:

¢ l|dentify priority areas that are creating issues for customers, retailers or wholesalers and require
potential intervention;

¢ Assess which of these areas should be considered within the scope of any future MPF;

¢ Assess whether there are any gaps on potential interventions or a lack of clarity as to who should
deliver these; and

¢ Be better able to measure these risks (scale and impact) and how they are changing over time.
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Overview of Risk and Issue Workstream vl Os L
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BROAD STEPS

Draft Risks and Issues Assess (and Quantify)
Tracker Risks and Issues

Refine Risks and Issues

DETAILED ACTION

Refine Risks
and Issues
based on

feedback

Review with
Advisory
Group

Preliminary
scoring
framework

Explore data
points to
qguantify risk

Initial draft
and review




Overview of Risk and Issue Workstream MOSL
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Refine Risks

. Preliminary Explore data Review with
Initial draft X . X and Issues
) scoring points to Advisory
and review framework uantify risk Grou based on
9 y P feedback

We have prepared an initial draft of Risks and Issues. 1. Set risk universe Iniria[ Five themes used to identify and map all risks. These five
areas then mapped to the market’s three key outcomes

34 Risks ]

Aligned to strategic panel outcomes:

2. ldentif;v risks MOSL risk team held workshop sessions to mindmap all

¢ Customer Service Excellence potential risks and root causes in detail

—

¢ Water Efficiency is Core
3. Refine” Further workshops held with MPF project team to discuss and

.

refine these risks

¢ Value Creation

\\
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Overview of Risk and Issue Workstream MOSL
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Refine Risks

. Preliminary Explore data Review with
Initial draft X . X and Issues
) scoring points to Advisory
and review framework uantify risk Grou based on
9 y P feedback

Designed to allow consistent scoring between risks and to consider the impact of risks on Customers, Retailers and
Wholesalers separately

¢ Primary scoring of risks is based on customer impact to ensure customer focus of the eventual MPF framework

¢ Secondary scoring of risks is based on the impact to Retailers and Wholesalers

Customer score is derived from:
‘Volume of Customers impacted’ Wholesaler and Retailer impact assessed on these
X groups as a whole

‘Level of Impact to an individual Customer’




Risk Scoring Framework Il OS L

RRRRRRRRRRRRRRRRRRRRRRRRR

¢ Ascore of 1 (low) to 3 (high) is applied for each measure
¢ To measure impact, we considered the potential affect on a range of areas:

- Customers - included financial, customer experience, information to make consumption
choices

- Wholesalers/Retailers - included the impact on revenue, settlement, other costs, customer
satisfaction, other operational impact (e.g. ODlIs)

¢ Used % indicators in setting thresholds for scoring — however, these are indicative only - for
most risks a precise calculation of impact is not possible and an element of judgment was
applied

¢ As tracker evolves we expect to refine measures and thresholds
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Risk Summary Example
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eter reads not taken due to issues with meter
elf (physical location, condition, technology)

Impacted party

Score Reason

Rationale

Meter cannot be read due to broken or damaged meter

No. of SPIDs potentially
impacted

Meter cannot be read due to health & safety concerns for
either the customer or meter reader.

Individualcustomerimpact(1 -
3)

Meter cannot be located and read due to meter reader
requiring access permissions

Root Causes

Combined Customer(1-9)

Meter cannot be located and read by the meter reader due
o insufficientor wrongequipment

Retailer impact (1-3)

Meter cannot be read as the meter reader cannotaccess
he meter's technology

Wholesalerimpact(1- 3)

Accountable Party

0% Retailer
100% |Wholesaler
0% MOSL
0% Other [please name]

100,000

- €.160k LUMs in the Market

100k SPIDs
- 26% of R3 & RF settlement based on estimated reads

- Skip sample data suggests 60% of these are due to listed root causes. c.

Financial,

hoice

- Customers receive estimated bills, likely to be >5% variance to actuals
- Customer has no usable consumption data upon which to make
decisions

ettlement,
ther Costs,
Revenue

Reduced meter reads impacts accuracy of settlement and revenue, as
well as driving costs from repeat attempts to read meters and customer
queries on bills.

ettlement,
perational

Reduced meter reads impacts accuracy of settlement. Given NHH
represents one third of total consumption potential material impact on
water balance calculation and leakage performance.

Framework to mitigate

MPF

KPI to measure performance

Current market levers

MPS:13,14,17,18 & 19
APIs: LLUM, LUM & LTV

Date
identified

Date for next
review

XX/XX /XX

XX/XX/ XX

\\




Risk and Issue Tracker Next Steps MOSL

RRRRRRRRRRRRRRRRRRRRRRRRR

Refine Risks
and Issues
based on

feedback

Review with
Advisory
Group

Preliminary
scoring
framework

Explore data
points to
guantify risk

Initial draft
and review

¢ Initial view on data points for each risk has ¢ An initial draft has been shared with
been completed. Ofwat and more widely within MOSL.

¢ We are currently checking these data points ¢ Further updates are being made based on
and reviewing to ensure they are the most feedback received.
relevant.

¢ We will share an updated with the PAG for
¢ For some risks there are gaps where data is review on 29th June.
not available to measure current impact.
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MPF Glossary including Success Criteria (See Appendix 3)

An Explanation of Governance, Methodologies and Principles A Glossary of terms
Aim: To introduce stakeholders to the background of the programme Aim: To establish a common language around terms
Explanation of: Identification of: Definition of principles e Industty  Category  Descrption
H 1 Absolute and MPF Reform | Intervention Types. Absolute performance assesses
* StrUCtu re ° RISkS derlved from the ca" for relative Terminclogy™ ilndlvidual trad‘:r:g party perfofmanoe against a defined
* Roles * Activities Inputs (CFI) e ey Lo
«  Responsibilities « Intervention Performance o stablis the ank of a TP within s pear
. roup while representing its ability to meet a defined
e  Governance Model e  Categories taget
Actual Read Operational/ | A meter reading that was entered to record a visual read
- Types & TOOIS Finance of the meter
Process
Additional Compliance Additional Metric Monitoring might include provision to
’ ' ’ Metric Tool track and measure specific metrics on emerging risks
Monitoring
. . . Additional AP Compliance An Additional Performance Indicator is a tool to review
Referenced earlier by the | Referenced earlier by the | Referenced in the next performance Tool 20 TonR e At s ek e O e
scheduled meetings: workstreams for: slide as the basis for the o performance messured ant
*  Steering Group *  Risks (1a) Programme’s success e Data Pont | Speicaly,th defton of the mtes by s s
«  Panel briefings «  Components (1b) criteria Orthasts o Aoty 61 & an AP
° P AG represented in the holistic reports for wholesalers
STRUCTURE RISKS & FRAMEWORKS SUCCESS CRITERIA TERMS
/-//
R {//
e e e
\\\\_\\ e ////




Success Criteria — Design Principles B OS L
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Overarching aim: to improve upon the current MPF while
ensuring it is aligned to the Strategic Panel’s Outcomes —

) o Creating Value, Great Customer Service and Water Efficiency
1. Design Principles

proposed in autumn
2021 Call for Inputs

Facilitate Improved Customer Outcomes
Improve Trading Party Accountability

Support Competition
2. Amended and o >

updated following Consistency & Compatibility with Regulatory Regime
review by MPF

Reform Steering Enduring and Agile
Group Transparent and proportionate

Value for money ?

Simplicity

el
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