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Representation Draft Modification Report

Modification 0687V - Creation of new charge to recover Last Resort Supply
Payments

1. Consultation close out date: 30t December 2021

2. Respond to: enquiries@gasgovernance.co.uk

3. Organisation: Gazprom Energy
5% Floor
8 First Street
Manchester
M15 4RP

4. Representative: Steve Mulinganie
Regulation Manager
stevemulinganie@gazprom-mt.com
0799 097 2568 / 0751 799 8178

5. Date of Representation: 29" December 2021

6. Do you support or oppose Implementation:
We Support implementation of this modification.

7. Please summarise (in 1 paragraph) the key reason(s) for your position:
The Modification aligns the approach in the electricity market and is consistent with
Ofgem’s minded to position in its letter of the 7!" December 2021 and stated aim of
allocating Supplier of Last Resort (SOLR) costs to the market sector from which they
originate i.e. polluter pays.

8. Are there any new or additional Issues for the Modification Report:
No

9. Self-Governance Statement Do you agree with the status?
Not Applicable

10. Relevant Objectives:
How would implementation of this modification impact the relevant objectives?
We still agree with the proposer that this modification is positive in respect of Relevant
Objective(s) (a) and (c)
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(a) It ensures DNQO’s cost recovery is better targeted and reduces the level of cross
subsidy

(c) The proposal better targets costs between market sectors thus reducing the levels of
cross subsidy and thereby supporting the promotion of effective competition between
Gas Shippers and Suppliers

11. Impacts & Costs:
What analysis, development and on-going costs would you face if this modification was implemented?
We have not identified any significant costs associated with the implementation of this
modification

12. Implementation:
What lead times would you wish to see prior to this modification being implemented, and why?

This modification has been delayed for in excess of 2 years and needs to be
implemented as soon as reasonably practicable

13. Legal Text:

Are you satisfied that the legal text will deliver the intent of the modification?
We have not reviewed the Legal Text provided.

14. Is there anything further you wish to be taken into account?
Please provide any additional comments, supporting analysis, or other information that you believe
should be taken into account or you wish to emphasise.

Yes

We note that due to the delay in making a decision, the legal text has fallen out of line with
the latest version of the Code. It may be appropriate to introduce a regular review of the
legal text, overseen by the Panel, for modifications that have been sitting with Ofgem for a
protracted length of time and for the text to be updated if it falls out of line with the current
drafting of the Code due to ongoing changes. This will ensure the legal text associated with
modifications remains current and implementable avoiding unnecessary delay should the
modification be approved for implementation.

We note that due to the delay in making a decision, minor changes to the Modification were
needed to reflect the current market arrangements and to ensure the modification

remained reflective of the current market conditions. Again, we would suggest that a regular
review of modifications sitting with Ofgem for a protracted length of time, is overseen by the
Panel and Proposer. This will ensure the Modification remains current and any minor
changes are incorporated. It will ensure the modification solution remains up to date and
implementable avoiding unnecessary delay should the modification be approved for
implementation.

We would expect both of the above to be exceptional circumstances and for long delays to
be avoided were at all possible
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Modification Panel Members have requested that the following questions are
addressed:

Q1: What are the impacts for industry if the mandatory timeframes for changes to DN
tariffs are not met?

If the mandatory timelines for changes to the DN tariffs are not met, then non domestic
consumers will continue to cross subsidise domestic consumers

Q2: Based on the estimated SOLR levy costs published by DNs on 01 November 2021
which total approx. £900m (available in indicative charging statements, albeit with
uncertainty, here: https://www.gasgovernance.co.uk/indic/2022, and an indicated
split between domestic (80%) and non-domestic (20%) based on 0687, do Parties have
any comments on the methodology proposed in 0687V?

The modification proposes the fair attribution of costs to the relevant market sector in
line with Ofgem’s stated aims.

Q3: What is the impact on markets and industry of the inclusion of wholesale costs in
the varied Modification 0687V?

The modification proposes the fair attribution of costs including wholesale costs to the
relevant market sector in line with Ofgem’s stated aims.

Q4. Do parties have any comments regarding the technical delivery of the Code
solution proposed by the CDSP and under discussion at DSC Change Management
Committee as detailed here: https://www.xoserve.com/change/change-
proposals/xrn-4992-modification-0687-creation-of-new-charge-to-recover-last-
resort-supply-payments/ (Note this has been progressing under the standard process
through the DSC Change Management Committee since 2019, so more up to date
information is available —

Option 4 —interim for 01 April 2022 implementation and Option 1 enduring for future
implementation).

We expect the technical delivery to support the implementation of the modification and
note it has been in scope of the Change Management Committee since 2019. We note

that the new approach with Ofgem providing the values by Market Sector will reduce
the complexity of any solution.

3|Page

Registered office 20 Triton Street, London, NW1 3BF. Registered in England and Wales Number 03904624


https://www.xoserve.com/change/change-proposals/xrn-4992-modification-0687-creation-of-new-charge-to-recover-last-resort-supply-payments/
https://www.xoserve.com/change/change-proposals/xrn-4992-modification-0687-creation-of-new-charge-to-recover-last-resort-supply-payments/
https://www.xoserve.com/change/change-proposals/xrn-4992-modification-0687-creation-of-new-charge-to-recover-last-resort-supply-payments/
https://www.xoserve.com/change/change-proposals/xrn-4992-modification-0687-creation-of-new-charge-to-recover-last-resort-supply-payments/
https://www.xoserve.com/change/change-proposals/xrn-4992-modification-0687-creation-of-new-charge-to-recover-last-resort-supply-payments/
https://www.xoserve.com/change/change-proposals/xrn-4992-modification-0687-creation-of-new-charge-to-recover-last-resort-supply-payments/

GAZPROM Joint Offia
ENERGY Joinf, ffice

Q5: What is the impact on industry of the timeline of this Modification?

Consultation close out 5pm 30/12/21
FMR to Panel for reading 05/1/22
Panel consideration 12/1/22
FMR to Ofgem 12/1/22
Ofgem decision expected 20/1/22
Deadline for publication of DN charges 31/1/22

Other than minor changes to bring the modification up to date e.g. legal text updates
and clarification regarding wholesale costs no changes have been made that materially
change the intent of the proposal that the value of claims are fairly apportioned to the
correct market sector. We also note that in Ofgem’s letter of the 7™ December 2021 it
was noted that Ofgem expect the UNC to expedite progression of this modification as
soon as possible and in line with gas governance processes. Therefore, we have no
concerns in relation to the proposed timeline as it allows the DN’s to publish revised
charges ahead of 1°t April 2022.
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