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Pre-Modification Consultation
	
	
	

	Project Nexus: Potential UNC Modifications
	
	
	

	1.1 
	

	Views are being sought on the UNC changes that should be implemented when Xoserve systems are replaced
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	Responses invited by dd month 2012.
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	High Impact: 
Revised Allocation Processes (Shippers)
Systems Changes (Shippers, Xoserve)
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	Low Impact:
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About this document:

This document is a Pre Modification Consultation, which was issued for consultation on behalf of the Modification Panel on xx month 2012. The close-out date for responses is xx month 2012. 

National Grid Distribution has committed to raising the UNC modifications that would be needed to implement all, or any part of, the changes set out in this consultation. It is recognised that significant industry resource will be required to develop the detailed business rules that would be incorporated within any UNC modifications. The industry will therefore be asked to consider the responses to this consultation with a view to providing guidance to National Grid Distribution regarding the modifications that they should raise.
For the purpose of this consultation, views are being sought on the merits of changing the UNC to incorporate the suggested changes. As such, the base case is that the UNC will remain unchanged such that Xoserve’s systems will be replaced and updated as necessary to continue supporting all of the services currently set out in the UNC. In addition, it should be assumed that smart metering will be rolled out and implemented as planned irrespective of whether or not the changes set out in this consultation are implemented. The issue is the incremental impact you would see if, in addition, the suggested changes described in this consultation document were to be implemented. 

For the purpose of this consultation, and in order to ensure a common basis for responses, please assume that the suggested changes will be implemented with effect from 01 April 2014.
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	Any questions?

	
	Contact:

Joint Office
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enquiries@gasgovernance.co.uk
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0121 623 2115

	
	xoserve:
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 commercial.enquiries@xoserve.com
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2 Summary
Why Change?

As part of the outcome of the last price control review, it was agreed that funding should be available to support a major IT systems investment programme by Xoserve. This major systems investment (Nexus) provides an opportunity to consider whether the existing UNC requirements remain appropriate. Rather than asking Xoserve to procure replacement systems that deliver the existing functionality, there is an expectation that introducing different requirements at this stage would be the most economic time to implement any such change. This is particularly opportune since it is coincident with the development of smart metering, such that requirements can be specified that recognise changes to metering arrangements rather than any changes to accommodate smart metering being retrofitted in due course.
Solution
The Modification Panel established a Workgroup to support the development of potential UNC modifications that may be beneficial at the time of systems replacement. Building on responses to an Xoserve consultation exercise, the Project Nexus Workgroup has considered a range of potential changes, and the output from these considerations have been published as a suite of seven Business Requirement Documents (BRDs) (see www.gasgovernance.co.uk/nexus/brd)
. The key proposals are:

1.
“Settlement” (Submission of Meter Readings and Use in Daily Allocation)
· Shippers continue to be responsible for obtaining, validating and submitting meter readings

· Gas Transporters’ agent performs validations on the read against data held on the GTs’ supply point register 

· Choice of four future services for attribution/allocation of daily gas off-taken

· Shippers will have access to a daily settlement service for all meter points – if desired

· Introduction of an industry-wide “smear” for Unidentified Gas and any other gas not accounted for through initial measurements or allocations
2.
Reconciliation TC "Reconciliation" \f C \l "1" 
· Meter point reconciliation for all MPRs

· Removal of RbD and replacement with an industry-wide scaling adjustment

· No change to reconciliation principles and calculations, just to the range of meter points to which they apply

· Introduction of the concept of Resynchronisation for NDM meter points where meter readings are derived using certain types of automated reading equipment
3.
Annual Quantity (AQ) TC "Annual Quantity (AQ)" \f C \l "1" 
· Monthly re-calculation of AQ, if a new meter reading has been received in the last month

· If reads have previously passed validation against data held on the GT register they are deemed suitable for all processes, including AQ

· Removal of amendment and appeals phases of AQ process

· 2 SOQs – one for Allocation and another ‘fixed SOQ’ which applies for 6 or 12 months for transportation charging purposes.

· Minimum duration of the reference period for AQ calculation is 9 months (compared to current 6 months + 1 day)
4.
Retrospective Updates TC "Retrospective Updates" \f C \l "1" 
· Facility for current Shipper to amend asset data for their period of ownership

· Automatic financial adjustments for amended asset data

· Ability for current and previous Shippers to amend any periodic meter reading for their period of ownership

· Automatic re-reconciliations where a meter reading is amended
5.
Supply Point Register TC "Supply Point Register" \f C \l "1" 
· GT monitoring of Shippers’ compliance with the check read requirement

· Provision of 12 months’ consumption data (where available in the GTs’ systems) to any potential new Shipper

· Improved management of priority and vulnerable customers
6.
Invoicing TC "Invoicing" \f C \l "1" 
The proposals developed by the Workgroup have been documented as “Business Principles”, as they are generally at a higher level than for the preceding topics.

· No wholesale change to current “thin invoice” and “thick supporting information” structure
· Requirement for all supporting information to be itemised at meter point level wherever possible

· Additional fields may be added to invoice supporting information to allow Shippers to sort/segment their invoices according to their own needs

· Aspiration for all Adhoc supporting information to be sent by electronic transfer

· Aspiration for a single supporting information format for Adhoc invoices

· Aspiration to reduce the number of Adhoc invoices
7.
Non-Functional Requirements TC "Non-Functional Requirements" \f C \l "1"  

The proposals developed by the Workgroup have been documented as “Business Principles”, as they are generally at a higher level than for the preceding topics.

· Direct access to view and report the Shipper’s own meter asset, meter reads and invoicing details, with the facility to extract or report data

· Aspiration to minimise the change to communication file formats for invoices, read files etc.
· More parameterisation of values to make change to values easier
While developed as separate sets of requirements, it is recognised that there are interdependencies between BRDs 1 to 7. For the purpose of this consultation, views are being sought on the package as a whole. However, views on any elements which are not expected to add value and should be removed from the package would also be welcome. 
Impacts & Costs
Xoserve have provided a high level best estimate of the cost of UK Link systems development to deliver the requirements in BRDs 1 to 7, as summarised above, of about £20m. There is potential that there will be system impacts beyond UK Link, and costs associated with those systems (for example, Gemini) are not included in this estimate.
All parties, including Xoserve, are requested to provide their best estimate of the change in costs if the suggested changes were implemented.
Implementation
The implementation date for the proposed changes is necessarily uncertain. All parties are requested to provide their view of an optimal implementation timetable, and to set out any views on priorities for the order in which the elements should be implemented – together with supporting explanations for the views expressed.
The Case for Change

All parties are requested to set out the benefits they anticipate will accrue from the suggested changes, and to provide an assessment of the expected impact on the relevant objectives.
3 Why Change?
Under the heading of Project Nexus, Xoserve has been consulting widely on the proposal to update much of the UK Link system. If the UNC remains unchanged, Xoserve will update its systems to replicate the existing obligations. However, the expectation of a major systems upgrade provides an opportunity to step back and consider the functionality and obligations that are appropriate at the present time. If the industry concludes that change is desirable, the UNC will need to be modified to ensure the obligations and consequent requirements for systems functionality reflect industry requirements. 
This reconsideration of system requirements is particularly opportune since it is coincident with the development of smart metering, such that requirements can be specified that recognise changes to metering arrangements rather than any changes to accommodate smart metering being retrofitted in due course. 

The expectation is that this is the appropriate time to implement change rather than simply replicating existing systems and then introducing changed approaches over the forthcoming years, with a single change being the most economic and efficient means of introducing the planned systems changes.
4 Solution
The Project Nexus Workgroup has considered a range of potential changes, and the output from these considerations have been published as a suite of seven Business Requirement Documents (BRDs) (see www.gasgovernance.co.uk/nexus/brd)
. These record the process changes that are envisaged, and on which views are being invited via this pre-modification consultation.

 TC "Invoicing" \f C \l "1" 

5 Relevant Objectives

	Impact of the modification on the Relevant Objectives:

	Relevant Objective
	Identified impact

	a) 
Efficient and economic operation of the pipe-line system.
	None

	b) 
Coordinated, efficient and economic operation of 

(i)
the combined pipe-line system, and/ or

(ii)
the pipe-line system of one or more other relevant gas transporters.
	None

	c) 
Efficient discharge of the licensee's obligations.
	None

	d) 
Securing of effective competition:

(i)
between relevant shippers;

(ii)
between relevant suppliers; and/or

(iii)
between DN operators (who have entered into transportation arrangements with other relevant gas transporters) and relevant shippers.
	Positive

	e) 
Provision of reasonable economic incentives for relevant suppliers to secure that the domestic customer supply security standards… are satisfied as respects the availability of gas to their domestic customers.
	None

	f) 
Promotion of efficiency in the implementation and administration of the Code
	None

	g)  compliance with the Regulation and any relevant legally binding decisions of the European Commission and/or the Agency for the Co-operation of Energy Regulators
	None


The benefits identified by the Project Nexus Workgroup and recorded within each BRD are:
Settlement:
· Improved accuracy of energy allocation 

· More appropriate way for allocating energy in a ‘smart’ world 

· Utilises reads from remotely read meters 

· Industry will have a better understanding of the value of unallocated energy 

· Utilises up-to-date information 

· More reflective of actual consumption 

· Improved accuracy of meter reads loaded and used for downstream  processes 

Reconciliation
· Help ensure that the energy is charged to the right sector

· Reconcile energy at Meter Point level using actual meter readings rather than aggregated

· Complement the Meter Reading and Settlement processes

· Helps to provide an incentive to submit accurate and timely readings for the SSP sector

· Provides greater clarity of the volume of un-allocated gas

· Better link between GT transportation charges and customer charges billed to end consumers by Suppliers

· Recognises drift on sites (that derive reads) which are currently not picked up in the NDM market

· Improves transparency by removing RbD

· Reduces the impact of the NDM allocation processes by introducing meter point reconciliation for SSPs.

Annual Quantity (AQ)
· Site AQ will more accurately reflect site consumption

· Utilises reads received from remotely read meters

· More accurate allocations

· Simplified Shipper and GT processes

· Reduction in manual intervention due to systematised approach

· Spreads out workload

· Incentivises more frequent read submission

· Greater User confidence in the AQ calculation regime

Retrospective Updates
· Accurate data held on the Supply Point Register

· Shippers would receive correct Supply Point data to provide end consumers with accurate quotes

· Accurate data submitted to Shippers on transfer of ownership

· Accurate energy allocation and transportation charges
Supply Point Register
· Check Reads

· Check Read requirement will be monitored for those Meter Points where metering equipment is fitted that transmits a meter read that is derived from pulses from the meter. 

· Any drift as a result of a Check Read visit will be reconciled.

· Gas Supply Meter Points

· All gas meter points will be held and maintained on one central register

· Easier reporting

· Access and ability to view all gas meter points

· Single Meter Point Supply Points

· Removes system complexity 

· Simplifies future system build under Nexus

· Aligns with smart metering / electricity arrangements

· Treatment in Emergency arrangements (e.g. load shedding)

· Supply Point data at Meter Point level (e.g. Market Sector Code)

· More cost reflective charging
· Aggregated SOQ for Capacity Charges result in “band shift”
· Use of flat rates for Customer Charges
· Provision of Consumption Data

· To provide a potential proposing Shipper with additional information so they can be as equally informed as the existing Shipper 

· Encourage competition

· Improve the efficiency of the current market by allowing Shippers to provide consumers with accurate quotes based on historical consumption

· Market Sector Flag

· Ability in the future to further classify premises

· Consumer Classification

· To provide a central register of vulnerable customers and ‘Priority Consumers’. 

· Notification on transfer of ownership if a Supply Point is currently classified as ‘Priority Consumer’ or ‘Vulnerable Customer’
Invoicing

· All supporting documentation issued via electronic transfer enables easier uploading of the data to Shippers’ systems.

· Uniform standards set for all large GT invoices enables ease of understanding of the invoice.

· The ability for Shippers to segment their invoices will aid their internal business processes for analysing the data.

· Easier validation of charges

· Easier reporting
Non-Functional Requirements TC "Non-Functional Requirements" \f C \l "1"  
· Not specified

Securing of effective competition between relevant shippers 

Implementation of the proposed changes is expected to facilitate the securing of effective competition between Shippers. Accurate cost allocations are a fundamental underpinning for effective competition and the changes are expected to lead to more accurate allocation of costs between Users. This results from making use of an increased number of meter reads, such that information is more accurate and up to date; increasing the number of meter points that are reconciled individually rather than in aggregate, which should not only increase the accuracy of costs allocated to those allocated on a daily basis but also the remaining meter points since the total allocated to those meter points would be expected to be more accurate.

Implementation of the proposed changes would also be expected to increase the predictability of cost allocations for individual Users. This would result from the use of more accurate and up to date consumption data, such that costs allocated to a given portfolio would more accurately reflect actual consumption that the User would expect to be aware of. Increased predictability would reduce the risk and uncertainty faced by Users, and consequently could be expected to reduce risk premiums that may be reflected in tariffs and/or prices. This would therefore facilitate the securing of effective competition among existing Users.

In addition to facilitating competition for existing Users, the reduction in risk and uncertainty would reduce barriers to entry. Entrants could come to the market with greater confidence that they could align their costs and revenues, and greater confidence that any changes they bring to the market through innovative approaches would be reflected in the costs allocated to themselves – for example, if consumption reducing initiatives are brought to the market, the reduced consumption would result in reduced costs more quickly than if the existing approach were to be retained. This has the potential to facilitate competition by reducing a barrier to entry for those seeking to come to the market with innovative ideas, but would also remove a barrier to existing Users developing new offerings and encouraging customers to switch to their products.

6 Impacts and Costs

Consideration of Wider Industry Impacts

The rollout of smart meters, and wider policy objectives to move to environmentally sustainable fossil fuel use, would be supported by the proposed changes since they seek to utilise the additional information available, and to ensure settlement and allocations respond more quickly to demand changes – such as through energy saving measures.
Costs
	Indicative industry costs – User Pays

	Classification of the costs as User Pays or not and justification for classification

	The proposals extend the existing services and involve changes to central systems. As such, they meet the definition of a User Pays Modification. However, the costs identified by Xoserve have also been included in RIIO submissions and Ofgem will determine whether or not to include these within the main price controls of each network operator.

	Identification of Users, proposed split of the recovery between Gas Transporters and Users for User Pays costs and justification

	It is proposed that the costs are met 100% by Shippers. This accords with the User Pays Guidelines when facilitating competition is the Relevant Objective achieved. In addition, it should be noted that the requirements have been identified and requested by Shippers.

	Proposed charge(s) for application of Users Pays charges to Shippers

	It is proposed that any User Pays charges are allocated to Shippers based on their share of transportation charges. This aims to spread the costs proportionately among all Shippers on an established, cost reflective, methodology. Views on whether it would be preferable to develop transactional charges, for example reflecting the use made of differing products, would be welcome.

	Proposed charge for inclusion in ACS – to be completed upon receipt of cost estimate from Xoserve

	To be determined.


Impacts

	Impact on Transporters’ Systems and Process

	Transporters’ System/Process
	Potential impact

	UK Link
	· Extensive changes required

	Operational Processes
	· To be determined

	User Pays implications
	· 


	Impact on Users

	Area of Users’ business
	Potential impact

	Administrative and operational
	· Extensive change required

	Development, capital and operating costs
	· To be determined

	Contractual risks
	· To be determined

	Legislative, regulatory and contractual obligations and relationships
	· None


	Impact on Transporters

	Area of Transporters’ business
	Potential impact

	System operation
	· None

	Development, capital and operating costs
	· To be determined

	Recovery of costs
	· See above

	Price regulation
	· To be determined

	Contractual risks
	· None

	Legislative, regulatory and contractual obligations and relationships
	· None

	Standards of service
	· To be determined


	Impact on Code Administration

	Area of Code Administration
	Potential impact

	Modification Rules
	· None

	UNC Committees
	· None

	General administration
	· None


	Impact on Code

	Code section
	Potential impact

	All
	The scale of potential changes is expected to involve a large volume of change across the UNC


	Impact on UNC Related Documents and Other Referenced Documents 

	Related Document
	Potential impact

	Network Entry Agreement (TPD I1.3)
	None

	Network Exit Agreement (Including Connected System Exit Points) (TPD J1.5.4)
	None

	Storage Connection Agreement (TPD R1.3.1)
	None

	UK Link Manual (TPD U1.4)
	Extensive change likely to be required

	Network Code Operations Reporting Manual (TPD V12)
	None

	Network Code Validation Rules (TPD V12)
	Change likely to be required

	ECQ Methodology (TPD V12)
	None

	Measurement Error Notification Guidelines (TPD V12)
	None

	Energy Balancing Credit Rules (TPD X2.1)
	None

	Uniform Network Code Standards of Service (Various)
	Change may be necessary


	Impact on Core Industry Documents and other documents

	Document
	Potential impact

	Safety Case or other document under Gas Safety (Management) Regulations
	None

	Gas Transporter Licence
	None


	Other Impacts

	Item impacted
	Potential impact

	Security of Supply
	None

	Operation of the Total System
	None

	Industry fragmentation
	None

	Terminal operators, consumers, connected system operators, suppliers, producers and other non code parties
	More accurate cost allocation in settlement are expected to feed through to other parties


7 Implementation
The implementation date for the proposed changes is necessarily uncertain. All parties are requested to provide their view of an optimal implementation timetable, and to set out any views on priorities for the order in which the elements should be implemented – together with supporting explanations for the views expressed.

8 Next Steps
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	Consultation Ends

	On xx Month 2012


All parties are requested to submit views regarding this pre-modification consultation.  The close-out date for responses is dd Month 2012, which should be sent to enquiries@gasgovernance.co.uk. A response template that all are requested to use is at www.gasgovernance.co.uk/nexus/???.

� A BRD covering iGT supply points has also been produced but this does not form part of this consultation.


� A BRD covering iGT supply points has also been produced but this does not form part of this consultation.
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