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oSL has proposed a 1.1%
cut in market operator
charges for 2021/22, despite promising to spend
more on improvement programmes to
make the market work better.
at £11.3m, the total cost of the draft
business plan put forward for 2021/22 was
£115k higher than the budget for 2020/21.
But MoSL said it would fund the higher
short-term costs through reserves and
from expected underspend from 2020/21,
rather than increasing market operator
charges. The underspend stems from both
one-off savings (including lower than expected code change volumes and exceptionally low travel and meeting room costs
as a result of restricted travel during Covid-19 lockdowns) and efficiency savings
(including the insourcing of all core legal
activity through a newly established legal
team and improved commercial rates on
key contracts, including the renewal of the
CMoS contract with CGI last March).
MoSL intends to drive further (inflation-offsetting) savings in 2021/22 including through insourcing a proportion of
trading party audit work, further reducing
professional service costs and leveraging
digital tools to support greater use of online meetings and remote working.
In all, therefore, MoSL said charges
would fall by 1.1% for 2021/22 to just over
£11m (see table 1).

core and improvement
The higher costs which these efficiency savings and MoSL reserves will offset relate to
projects to improve how the market works
for customers and trading parties, rather
than to the provision of core, business-asusual services. In fact MoSL forecasts core
services in the year ahead will be delivered
better and at lower cost despite some increased scope (to cover improved cybersecurity capabilities, the provision of more
support services to the retailer Wholesaler
Group, and a higher headcount).
Chief executive Sarah McMath called
the market improvement works “essential… to resolve long-standing market
frictions to enable the market to deliver
customer benefits and on keeping our
Market operator (Mo) charges down”.
table 2 details the investment proposed in
the essential improvements, and its phasing over time (with indicative costs for the
second and third years to provide visibility, though actual charges for each year will
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mosl Promises more
for less in 2021-24
first three year business plan seeks to smooth
the cost of making the market work better.
continue to be set annually). There is further depth, with suggested improvement
works classified as fundamental (‘must
do’), highly recommended (‘should do’)
and recommended (‘could do’).
Next year, the Bilateral transaction
programme accounts for the lion’s share
of the increased spend, with 2021/22
being “a key year of delivery”. See article, p24.
three year planning
partly because these improvement works
will take longer than a year to deliver, the
2021/22 budget was set out in a draft business plan that for the first time spanned
three years, rather than just one. MoSL explained: “With almost four years’ experience
in the non-household market, feedback
from members has been that they would
value greater visibility of our forward plans
and cost trajectory. This is the first of what
will be a rolling three-year business plan,
updated each year, and it aims to clearly set
out our priorities for the next three years
and provide greater clarity on our deliverables and their associated costs.”
MoSL has deliberately sought to spread
the delivery and cost of the improvement
programmes across the three years to
avoid volatility in Mo charges. This has
enabled the average annual cost of deliv-

ery across the three years to be lower at
£1.45m than the 2020/21 budget equivalent (£1.56m). This has meant moving
some of the programmes to later years in
the plan. The downside is that benefits realisation for some programmes is pushed
back to years two and three.
as part the consultation on the draft
business plan, MoSL is seeking views from
members on the phasing, specifically:
❙ Changing the mix of activity but with
the same overall profile – for example,
bringing one workstream forward to push
another back.
❙ Changing the overall phasing of work
and spend each year and the associated
funding through Mo charges.
❙ Using bank finance to bring forward investment which would enable earlier realisation of benefits, but comes with an increased
risk profile as it would need to be repaid via
higher Mo charges in later years. tWr

tABLe 1: drAFt MosL BUdGet 2021/22
2020/21
2021/22
budget (£’000) budget (£’000)
core service delivery

9,640

9,390

improvement programmes

1,560

1,925

total costs

11,200

11,315

market operator charges

11,200

11,075

tABLe 2: tHree yeAr iMProveMent ProGrAMMe Costs
year 1 - 2021/22

year 2 - 2022/23

year 3 - 2023/24

£1,500k

£270k

£100k

modernisation of systems (stage one)

£100k

£550k

(£115k benefits)

channel management

£100k

£100k

£15k

strategic metering review

£100k

-

-

-

£175k

£425k

£125k

-

-

data insight

-

£100k

£600k

market assurance

-

£95k

-

bilaterls

modernisation of systems (stage two and three)
cost to serve effciency

code simplification
total

-

-

£100k

£1,925k

£1,300k

£1,125k

n must do n should do n could do
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all for
one-to-one
after many false
starts, mosl is now
leading a wholemarket movement to
bring much needed
improvement to
bilateral transactions,
starting with a single
process by summer.

h

ow best to bring consistency and efficiency to the
bilateral transactions that take place between water
wholesalers and retailers has been discussed extensively since before the market opened. But very little
has actually happened. Until recently.
Last year, MoSL concertedly changed its approach to bilaterals, treating it as a programme under wing of the Ceo, Sarah
McMath, that is central to MoSL’s overriding objective of “making the market easier to do business in”, and undertaking extensive evidence gathering. This was used to build a thorough business case which set out both the problems associated with the
current patchwork quilt situation, and the benefits of moving to
a standardised solution, including cost savings of £1.2m.
That business case was agreed by the MoSL board at the end
of September 2020. Since then it has been full steam ahead, to the
point that the bilaterals programme now dominates the improvement work MoSL plans to undertake in 2021/22 (see page 23).
team effort
Head of planning John Gilbert emphasises that this shift has
been a real team effort, steered by MoSL but with extensive
input from trading parties and constructive support from ofwat and Defra. “everyone is trying to work towards this goal of
having effective and efficient solutions,” he says. responses to
MoSL’s request for information from trading parties was instrumental in developing the business case last summer, and now
four advisory groups involving 22 trading parties of all shapes
and sizes are involved in the development work. transparency is
also the name of the game, including via regular updates open to
all market participants.
24
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Gilbert explains that some companies and technology solutions providers have gone further and volunteered to act as
“pathfinders” – working closely with MoSL, initially to test the
first process as it is developed and piloted. “They’re putting in
quite a bit of effort…the processes won’t be complete, they will
trial it, and they will identify some problems almost certainly,
and make their recommendations.”
This collegiate, collaborative approach is essential, Gilbert explains. rather like with pre-2017 preparations for market opening, the market needs to move forward together if a centralised
bilaterals solution is to be a success. Moreover, the issues are
thorny and complex – hence the earlier delays in getting the bilaterals programme off the ground. It’s all very challenging, and
will continue to be, and the market won’t meet the challenge unless it works collectively.
the work plan
So what exactly is happening? Work is underway with the
pathfinders to pilot the very first process to be handled centrally: meter supply point verification, otherwise known as C1.
Gilbert explains why this process has been selected as the guinea pig: “It’s fundamental to a lot of what happens in the market
place – a missed read or a broken meter often starts with a meter verification process.” It’s a bold choice, being both complex
and high volume as well as important. “a simple process would
have been an easier ride, but we’ve bitten the bullet and gone
for a complex process that will deliver benefits as early in the
programme as possible.”
according to ofwat’s revised authority timetable, the C1 process is due to be live and in use by all trading parties by the end of
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July via the bilateral hub MoSL is bringing on stream, supported
by CGI. MoSL will be delivering the pilot process in phases,
with a ‘pre-live’ environment available in april, followed by the
live environment in June.
While CMoS and the bilaterals hub are technically separate,
they are linked and the data going through each will be used to
update the other. From a user point of view, there will be a single
interface, either through a portal available via MoSL’s website, or
through direct access to the hub from trading party systems. Gilbert explains the hub is fully cloud based and “future proofed”
and will be able to grow and adapt with market demands.
trading parties will have a few months to get to grips with
C1 before processing meter point verifications through the billaterals hub becomes mandatory via a Code change. all being
well, a further seven processes will be added by November 2021.
together, these first eight will account for 80% of the market’s
most important transactions. eight more processes will follow
in 2021/22, and the business case envisages 40% of all benefits
will be delivered that year. In 2022/23, a further 12 processes are
scheduled for introduction by June and the rest by November.
flexible and agile
Gilbert explains: “While processes are added to the bilateral
hub, there will be a period of ‘dual running’ as processes initiated and managed via the hub increase and those managed via
companies’ existing processes reduce. obviously we are working hard to make this period as short as possible and for the
bilateral hub to manage the lion’s share of bilateral processes as
quickly as we can.
“The good news is that there shouldn’t be any confusion about
which system to use to manage a particular process and there
won’t be a need to replicate the same bilateral transaction on
both systems, which would undermine the consistency and standardisation we are aiming to achieve.”
More widely, Gilbert says there is a lot of flexibility built in to
the plan. MoSL intends to work with trading parties to regularly review which processes are being used most extensively,
by whom and why, and will use that knowledge to inform the
scheduling of bringing new processes on stream. on top of that,
the whole approach will be agile. Initially the focus is on delivering a “minimal viable product, fit for purpose” but over time,
subject to trading party requests, subsequent releases can add
functionality.
Care has also been taken to improve processes rather than
tip them into the system as they stand. Functionalities like auto
population and verification of fields will be used to speed up the
process, improve data quality and lead to “a slicker customer
outcome”. Gilbert confides that ultimately, “my goal is to bring
more of a ‘one-Click amazon-type’ approach to bilaterals.”
ongoing challenge
once the bilaterals hub is up and running, MoSL believes it has
the potential to significantly improve the customer and trading
party experience of the market. “It is exciting, because it provides
the consistency the market needs,” Gilbert observes. But he is far
from oblivious to the challenges that lie ahead.
Cost, and how it is apportioned within the market, has been
a sticking point for years. The business case cites a five year cost
for MoSL-side delivery and operation of £2m-£3.2m. The lion’s
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share of that will land next year, with the budget for 2021/22 at
£1.5m. In terms of sharing that cost out, Gilbert says: “We considered a number of different options, and there’s no perfect solution for this.” MoSL has opted to base bilateral charges on its
existing wider funding mechanism, which is based on market
share. He comments: “The larger the party, the greater share of
costs. The simple logic is, the more SpIDs you have, the more
you will be using bilaterals.”
on top of that, trading parties will have their own costs to
bear, for the likes of integrating their systems with the hub and
training their staff how to use it. Gilbert says that MoSL has
done what it can to make this as tolerable as possible, notably
by offering choice on how to engage with the hub from day one.
There’s a low volume route, where trading parties can use the
MoSL web portal to enter data manually at low risk and cost. or
the high volume route, which allows companies to ‘plug’ their
systems directly into the hub.
“We expect a range of approaches,” he says. “Some will go
for full integration on day one, they’ll have their work cut out
but they will reap the benefits early. others will take the slower
route, low volume, and once they are familiar with the system
will slowly bring their integration online where it is beneficial.”
He adds that it’s not an either/or choice – trading parties could
even take a mix-and-match route if they want to.
Beyond the realm of cost, the timescale is “incredibly tight”
and “there is always going to be pressure to increase the scope
and add functionality as we go”. and because the market comprises a real mix of organisations – in terms of size, risk appetite,
sunk investment, It maturity and much more – there has always
been diversity of view on how best to proceed with this. Gilbert
puts it politely: “Some trading parties have strong views, based
on their position in the market, some are more relaxed – and we
are trying to bring all that together.”
That said, he argues the structured business case has given
trading parties visibility and confidence, and it has won widespread support. MoSL has even been asked by some to accelerate the benefits set out in the case – “so that’s what we’ve
been trying to do. Since September time, we’ve looked at how
we might accelerate the programme”. Now, he feels: “There’s no
antagonism…I think everyone has bought into it. There is a realism that this is happening.”
Nonetheless, the change will come more easily to some than
others, and MoSL is cognisant that this is, as Gilbert observes, “a
time of huge economic strain for everyone”. The market operator invites any trading party that doesn’t feel fully engaged with
the bilaterals programme to come forward and get involved as it
looks ahead to delivery.
MoSL will be providing lots of guidance and support along
the way, including setting a series of checkpoints against which
companies can monitor their progress (such as when companies
will be able to log into the new system for the first time). This has
to be a whole-market movement, Gilbert concludes, so MoSL’s
stance will be: “How can we help you get across the line?” tWr

The market needs to move forward
together if a centralised bilaterals
solution is to be a success
february 2021

25

