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Governance recap

Objectives and Principles

Provide oversight, monitor and measure the delivery of key market activities, deploy
rectification measures

Focus on key risks and issues; be clearly defined, agile and ‘light touch’; support market
evolution and self-governance; delegate decisions; translate strategy into practice

Governance Levels

(1) MOSL = operational

(2) Performance Assurance Committee (PAC) = operational and tactical
(3) Strategic Panel = strategic

(4) Ofwat = strategic and contractual

Performance Periods

Series of activities and outputs facilitating periodic strategic reviews

Bespoke processes

Changes to the MPF will be handled proportionately

Material changes (e.g., introducing or retiring a KPI) will require changes to the market
codes

Less material changes (updating target performance levels for KPIs, choosing which KPIs
to report publicly, creating new market indicators and additional metrics) will be
managed through bespoke processes
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Bespoke Processes MOSL

e Target Performance Levels for KPIs
* Maintained outside the code change process by the PAC (but this process will be defined in the market codes)
* Target Performance Levels may be consulted on periodically, and always before any changes are made

* Developingother Metrics

* Market Indicators = metrics that help assess whether overall performanceis improving across the market and that
the KPls and tools being used are proving effective.

discretionary tools (such as audits) and are therefore worth monitoring, but do not correlate to individual

performance as strongly as KPls and will not be treated as such. J

e Additional Metrics = metrics which may indicate areas of concern that need further investigation using r

* PACwill be responsible for how these metrics are changed, and this process will be defined in the market codes.

* Reporting KPIs

* All KPIs (primary metrics used to measure a trading party’s performance and applied against financial and non-
financial intervention tools) will be defined in the code

* PACwill be responsible for choosing how to report these KPls (i.e., used in public or industry peer comparisons
only), and this process will also be defined in the market codes



Considerations when reviewing bespoke processes MOSL

e Target Performance Levels & Developing Other Metrics

* What are the likely triggers for changing target performance levels/other metrics? Do these need to be fp
formalised?

* Whois responsible for developing cases for change? O
* Should changes always be consulted on by default? What methods and timescales should be followed?

* How much notice of changes is reasonable? | O
* Reporting KPIs [ |

* Should KPIs bereported in public peer comparison as standard (and removed from public view by exception),
or should public peer comparisons be reserved for a limited number of KPIs (with PAC reviewing this list
annually)

* Inwhatcircumstances would a KPI need to be removed from a public peer comparison? Do these conditions
need to be codified?

* How much notice of changes is reasonable?



Process Flows MOSL

Example triggers: * Are there any other triggers? Do
these triggers need to be codifed
Significant and generally consistent into key criteria, or can these
overperformance across the market ~ emain at PAC'S discretion?

- targets not stretching enough

Significant and generally consistent
underperformance accross the
market - targets unrealistic

Force Majeure Events/ change in
risks and issues

Change reguested by higher
authority (Panel, Ofwat)

Triggers for change

{increase or
decrease)
MOSL or a working group ls a consultation always reguired when proposing changes to KPI How much advanced
nominated by PAC? target performance levels? What is the standard timeframe? notice to provide before
changes are made?
B(= v
MOSL recor‘r_lmends MOSL presents MOSL presents full
PAC c_unsmers initial case for MOSL consults on case for changing MOSL implements
changing target > changing target B changes on behalf > target performance < changes
| performance level of PAC
g for "X" KPI(s) performance levels levels
5= X Y
E ~ More Mare
3 |nformlat|on information
5 required required
E = v
o] PAC instructs MOSL Poes PAE
to develop initial agree with Approve
Q case for changing Mo case for MNo changes?
& levels
es Yag
* Opportunity for intervention by higher 7

authority if reguired (Panel, Ofwat)



Process Flows

Are there any other triggers? Do
these triggers nead to be codifed
into key criteria, or can these
remain at PAC's discretion?

Example triggers:
Trends in other mefrics
Findings from discretionary tools

Force Majeure Events/ change in
risks and issues

Change requested by higher
authority (Panel, Ofwat)

Triggers for change
{develop or retire a
metric (non KPI))

MOSL or a working group How much advanced
nominated by PAC? notice to provide before
changes are made?

=hIE Y
MOSL recommends
PAC considers

. MO SL presents case MOSL implements
developing or > B3
. retiring a metric for change changes
a {non KPI)
= = [ Y
o
-
8
=
E = More
3 . 4 infarmation
o PAC instructs MOSL required
o to develop case for T'pprovi
2 change No changes?
[
‘es

* Oppaortunity for intervention by higher
authority if reguired (Panel, Ofwat)



Process Flows

* Example exceptional circumstances (for model 1)? Do these triggers need

to be codifed into key criteria, or can these remain at PAC’s discretion?

* MOSL or a working group
nominated by PAC?

=R
MOSL identifies
potential exceptional
circumstance (Model 1) MOSL mak

- makes .

E » recommendation to LDl LR
_|= PAC changes
E MOSL proposes a KPI
- peer comparison map 'y
2 each year (Model 2)

g
s = ]
ore
E * information
© Is there a benefit to Approve “Jeguired
T minimising the number No re)mapping
E of public KPI peer
comparisons?
Yes

* Opportunity for intervention by higher
authority if required (Fanel, Ofwat)

B

How much advanced
notice to provide before
changes are made?



Upcoming PAG workshop(s)

MOSL

Bes poke processes

Composition, roles and
responsibilities

+ updates from 6.12.23

Performance periods, key
documents and processes

+ updates from 20.12.23

Implementation approach

+ updates from 10.01.24

Consultation 3 doc

M For discussion _

Processes for 1) changing KPI targets, 2) determining which KPIs to map to which peer comparison type for
given period, and 3) changing market indicators and additional metrics

Proposed composition, roles and responsibilities at each layer
Detailed decisions within tools

High level example view of performance periods, key documents and processes

Overview of current and proposed code architecture
Proposed timetable and method of transition
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