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Agenda MOSL

Welcome & update Miles Robinson (Chair) 10 mins
2 Summary of updates Miles Robinson (Chair) 10 mins
3 gg:g’;ersd:o MO1 and MO02 charges and Oli Robins 45 mins
4 Updates to M19 charges and standards Oli Robins 45 mins
5 Upcoming PAG workshops & AOB Evan Joanette (Chair) 10 mins

Total: 2 hours




Housekeeping MOSL

@ Welcome all — please introduce yourself in the chat

Workshop format — input and feedback needed

We will allow time for discussion and questions. You can also
/an email questions - mpfreform@mosl.co.uk

Q See MOSL website for agendas, minutes and slides


mailto:mpfreform@mosl.co.uk
https://mosl.co.uk/services/market-improvement/programmes-and-projects/market-performance-framework-mpf/performance-advisory-group
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Consultation 5 overview

« Consultation 5 will seek feedback on proposals for Cyclic Meter -
Reads and Transfer Reads in relation to: apen forum
« Performance standards for each KPI
« Performance charges for each KPI
 Total performance charge ‘cap’ for all KPIs

» Key dates:
Date | bvenvjdocument
31 Jan Doc 1: Introduction :

w/c 10 Feb Doc 2: Cyclic Meter Read KPI summary
w/c 17 Feb Consultation 5 live

Doc 3: Transfer Meter Read KPI summary
Doc 4: Supplementary info for docs 2 & 3 + performance charge cap

Fri 7 March Consultation closes

w/c 21 April Feedback session, London




About today’'s PAG

« At PAG71 we presented indicative
proposals for performance standards and
charges for Cyclic Meter Read metrics, i.e.:

« MO1 — Cyclic meter reads performed
within SLA

« MO2 - Proportion of smart meters read

* M19 - Cyclic non-market meter reads
within SLA

» Following your feedback these proposals
have now been reviewed and assured

» At today’'s PAG we will provide an update
on the numbers and first look at the
proposed performance charges cap.

MOSL

Reminder

Focus remains on customer impact
Proposals remain subject to consultation

Consultation 5 will determine the initial
performance standards and charges, ie.
those that will apply from November

Subject to agreement, PAC will be able to
adjust standards (within a tolerance)

Modelling has been at market level and not
sought to predict impact on specific TPs



Cyclic Meter Reading

Why a second look MOSL

PAG feedback:
« Concerns about trading parties’ potential exposure to higher charges at implementation

* Challenge that monthly meters should have the same or higher standards as biannually-
read meters

« Challenge that charges on non-market meters (i.e. market meter read charge x 4) are
inconsistent with rationale for market meters

In response:

« We have reviewed initial proposals for performance standards and charges
« Performance and charging modelling has now been updated and improved and assured

» Changes to previous proposals are highlighted in the following slides, plus confirmation
that the cap is not proposed to be amended



Cyclic Meter Reading
Performance charge cap

MOSL

When considering the updated proposals, please note that:

Consultation 5 is not proposing a change to the current charging cap
The cap will continue to apply at 0.25%*R1 (first settlement run) each month

We believe this is the simplest approach and means that the maximum exposure of trading
parties to extreme charges remains unchanged

Consultation 5 will provide more information on how the cap is expected to apply against the
proposals — we do not expect the cap to be hit at a significantly higher rate versus current MPS
for most supply points in the market.



MO1 - Cyclic meter reads (non-smart)

Biannual meters

 Performance standards for biannual meters reduced for internal meters from 82% to 75%
 Performance standards for biannual meters reduced for external meters from 92% to 85%
» Performance charges for biannual meters reduced from £3.30 to £2.50

Monthly meters

» Performance standards for monthly meters increased for internal meters, from 75% to 80%
» Performance standards for monthly meters increased for external meters from 80% to 85%
* Performance charges for monthly meters reduced from £23.10 to £17.50

MO02 - Cyclic meter reads (smart)

Biannual meters

» Performance standards for biannual meters unchanged
» Performance charges for biannual meters reduced from £3.30 to £2.50

Monthly meters

* Performance standards for monthly meters unchanged
* Performance charges for monthly meters reduced from £23.10 to £17.50

MOSL

10



. MOSL
Headline changes S

M19 - Cyclic meter reads (non-market meters)

Biannual meters

» Performance standards for biannual meters unchanged
» Performance charges for biannual meters reduced from £92.40 to £17.50

Monthly meters

* Performance standards for monthly meters unchanged
* Performance charges for monthly meters reduced from £92.40 to £17.50

11
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Updates to proposed standards
MO1 and M02

Changes to proposed initial M01 standards

» Reducing the proposed standard on biannual meters to
recognise exposure to higher charges at implementation.

* Increasing the proposed standard on monthly meters following
PAG challenge that monthly meters should have the same (or
higher) standard than biannual equivalents.

» Nb: the PAC may still increase or decrease standards.

» Previous rationale still applies:

» Reasonable stretch vs average market performance (c6% for
biannual, c15% for monthly) but achievable based on higher
performers.

« Recognises variation in meter characteristics.

» Recognises variation in retailer estates.

No change to proposed initial M02 standards

» Higher standards vs non smart meters, but lower uplift vs
average market performance (c1%).

MOSL

MO1 - cyclic meter reads
Proposed performance standard

SIELWLUEN 75% (from 82%) 85% (from 92%)

VNG 80% (from 75%) 85% (from 80%)

MO2 - cyclic meter reads
Proportion of smart meters read

Biannual 96% 98%

Monthly 86% 88%




Updates to proposed performance charges MOSL
MOT & M02 '

Changes to proposed charge for biannual meters MO1 & MO02
* Reducing the proposed charge from £3.30 to £2.50 to recognise Performance
exposure to higher charges at implementation charges
Charge per failure
* Previous rationale still applies. i.e.: ner month

« Stronger incentive to read meters on time than MPS18 charge, more CIENLUE  £2.50 (from £3.30)
than double the total charge for a full SLA period missed - £17.50
(7*£2.50) vs c£7 (£10 MPS18 adjusted for 7 months) - and gap
increases over time. MO01 & MO02
Performance

charges

Charge per failure

« Greater potential for lower charges at the meter level (compared to
MPS18) if missed reads are resolved within 4 months of failure.

Changes to proposed charge for monthly meters per month
W EDIGIWYA £17.50 (from £23.10)

» Reducing the proposed charge from £23.10 to £17.50 to recognise
exposure to higher charges at implementation (plus noting proposed
increase to initial standard), previous rationale still applies. i.e:

» Same charge per full SLA missed (£17.50 per month) as per biannual
(£17.50 per 7 months), and higher than MPS19 (c£10 - £20 MPS19

charge adjusted for one month) :



Summary of M01 & M02
proposals

« Higher unit charges for monthly meters vs biannual Proposed
as per current MPF, but the same cumulative charge st::g:'rd
for a full SLA cycle missed (£17.50).

H (o)
_ o gzgu?nMeter MO1 Biannual Internal £2.50 75§2(0jr)0m
« Higher charges at the individual meter/customer 9 (from -
. Non-smart . 85% (from
level for a full SLA cycle missed vs current MPS market MO1 Biannual External  £3.30) 92%)
~ i ~ 0
(£17.50 vs ~£7 on biannual, £17.50 vs ~£10 on meters (MO1) (S8 Monthly Internal ~ £17.50 80;c,5(0jrom
monthly) from o)
( 85% (from
MO1 Monthly External  £23.10) 80%
* No performance standards are set at 100%, el Mot )
reflecting that not all meters can be read Al l M2 Biannual Internal - £2.50 96%
Reading (from
: Smart market i 9
« If performance is above the performance standard, By s MOz2 Biannual External ~ £3.30) 98%
no penalty charges will be incurred for that KPI MO02 Monthly Internal ~ £17.50 86%

(from
« Lower standards for internal meters, non-smart MO02 Monthly External  £23.10) 88%
meters, and biannual meters vs external, smart, and

monthly initially.
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Estimated financial impact

of proposals for M01 and M02

We do not believe the proposals pose an unacceptable risk
to market stability

The apportionment of charges between trading parties will
be different because the proposals place more emphasis
on each meter/customer as requiring its own read.

Proposed charges for cyclic meter reads are lower than
those which immediately apply at the point of failure in the
current MPF - offering a window of opportunity to act and
be charged comparatively less - but these charges will
repeat and ramp up quickly (over and above current MPS)
for companies that fail to resolve failures.

Proposals will set new ‘baseline’ for the MPF, which will be
subject to incremental adjustment by PAC.

Consultation 5 will set out more information on estimated
performance, estimated annual charges and caveats.

MOSL

Whole market
MPS18 and MPS19 per year

2021/22 2022/23 2023/24

c£900K c£1.5M c£2M

Estimated
annual
charges for
reformed

MPF
(whole
market)*

MO1

Biannual cteM

o £330k C£290k  c£320k C£400k
Monthly

Ll C£60k i i i
ERIIE]

MO02
Monthly Sl i i i

Total cf2.4m c£1.19m c£1.82m c2.4m

*Assuming no change in performance, and not factoring
bilateral exemptions
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Updates to proposed standards and charges

M19 MOSL

No changes to proposed initial M19 standards M19 - cyclic meter reads
Proposed performance standard

« Reasonable stretch vs average market performance (c10% uplift for

biannual, ¢5% uplift for monthly), achievable based on higher performers. mm

» Recognizes variation in meter characteristics and wholesaler estates. Biannual 90% 98%

Changes to proposed charges for biannual and monthly non-market

meters Monthly 90% 98%

* Reducing the proposed charge from £92.40 to £17.50 to recognise
exposure to higher charges at implementation, previous rationale still M19 Performance
applies plus greater consistency with MO1 (opportunity to resolve a Charges
failure on a biannual non-market meter within two months and be Charge per failure per
charged less than today). e

« Stronger incentive to read biannual non-market meters on time than Tl £17.50 (from £92.40)
MPS13 charge, three time the total charge for a full SLA period missed -

£122.50 (7*£17.50) vs c£40 - and gap increases over time. TP £17.50 (from £92.40)

« Same charge for biannual and monthly meters for simplicity given the
low number of monthly non-market meters in the market (~400).

18



Summary of M19
proposals

« Same unit charges for monthly meters and biannual meters Theme Unit | Proposed
for simplicity (given the low number of monthly NMMs), Charge initial
aligned to the M01 proposal standard

Cyclic M19 Biannual

MOSL

: C e 90%
« Higher charges at the individual meter/customer level for a Meter Internal °
full SLA cycle missed vs current MPS (£122.50 vs ~£40) on SJCELILE RS M19 Biannual 98%
biannual meters (e =
smart M19 Monthly 90%
* No performance standards set at 100% to reflect that not all N“:'MS :\r/]|t1e9rr|]\;| o
meters can be read, often for factors outside trading parties’ only) Extema?nt y £17.50 98%
control : (from
el Smare 29240 90%
« If performance is above the stated standard, no penalty M19 Biannual
charges will be incurred. External Smart 98%
* Lower standards on internal meters compared to external to m:ei:gfgg‘gt 90%
recognise the impact of meter characteristics on M19 Monthly 059,
(o)

performance. Same standards on smart vs non smart and
biannual vs monthly initially given low numbers.

External Smart

19



Estimated financial impact
of proposals for M19

* We do not consider the proposals pose an unacceptable Estimated Whole market
risk to market stability annual MPS13 and MPS14 per year

MOSL

charges for
« The apportionment of charges between trading parties will refl\‘;l";l‘:ed
be different because the proposals place more emphasis (whole 2021/ee [ 2022725 L,
on each meter/customer as requiring its own read. market)*

M19
Biannual

M19

c£210k c88k c£120k c140k

* Proposed charges for cyclic meter reads are lower than
those which immediately apply at the point of failure in the
current MPF - offering a window of opportunity to act and
be charged comparatively less - but these charges will
repeat and ramp up quickly (over and above current MPS)
for companies that fail to resolve failures.

c£3k c£4k c£10k c£1k

Monthly
Total c£213k c£92k c£130k c£141k

*Assuming no change in performance, and not factoring
* Proposals will set new ‘baseline’ for the MPF, which will be bilateral exemptions

subject to incremental adjustment by PAC.

« Consultation 5 will set out more information on estimated
performance, estimated annual charges and caveats.
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Upcomin
Ng: subjecgt

PAG workshop(s)
to change

19 February 2025

12 February 2025

AOB

TBC
TBC
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