
[image: ]


Allocation of Unidentified Gas Expert Update for CoMC 18th May 2022
[bookmark: _Hlk103779742]This update is in relation to MOD 0782 which proposed that the services of an independent Assessor should be procured to fulfil a role to sit alongside the Incumbent AUG-E (Engage Consulting) with the objective of confirming that the AUG-E were compliant with their obligations as set out within the Framework for the Appointment of an Allocation of Unidentified Gas Expert document and to potentially produce an alternative or second annual statement. The full role of the Assessor was never completely determined within MOD 0782 but would have been a requirement prior to the commencement of any Procurement activities.
In response to MOD 0782, Xoserve’s undertook a further review of their management of engage Consulting. This interim Audit determined that adequate performance and control measures were in place and realised through Monthly performance meetings with the AUG-E. It was Xoserve’s opinion, that Engage Consulting were compliant in their duties. 
Following Xoserve’s audit, a report was written and registered with the Joint Office proposing that some minor improvements had been implemented or were in the process of being implemented and a proposal presented recommending the appointment of a retained Xoserve Auditor who could be utilised to undertake a further and more encompassing Audit of Engage Consulting with a timeframe to be detailed. 
The Audit recommendation and minor improvements detailed with the published report provided enough comfort for the Proposers of MOD 0782 to withdraw it. 
It should be noted that Xoserve’s recommendation to instruct KPMG (retained Auditor) simply constitutes Xoserve’s ability to invoke their Audit rights under the Contract terms with Engage consulting and does not represent any activity that is materially different to Audit obligations and conditions as set out within the Contract terms. 
The status of the proposal is set out below:
· AN UPDATED NDA IS IN PLACE BETWEEN XOSERVE AND KPMG
· AN INTRODUCTORY MEETING HAS BEEN CONDUCTED TO HIGHLIGHT KEY PURPOSE AND OBEJECTIVES
· BASED ON THE OUTPUT OF THE INITIAL MEETING KPMG WILL BE PROVIDING AN INITIAL AUDIT SCOPE SUMMARY FOR REVIEW.
· KEY MILSTONES DATES, PURPOSE, AND STRUCTURE WILL BE COMMUNCATED OUT TO CUSTOMERS FOR APPROVAL
· INDICATIVE AUDIT COSTS WILL BE SHARED AHEAD OF ANY INSTRUCTION TO KPMG.
Embedded Documents
	
1. MOD 0782
	


	
2. Xoserve report.
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Joint Office ofcas Transporters

At what stage is

UNC Modification this document in
the process?

UNC 0782:

02 Workgroup Report
Creation Of Independent AUG E 03 B;apf(t)kﬂodiﬁcation:
Assurer (IAA) role

I Final Modification
04 Report

Purpose of Modification: Creation of an independent assurance role to verify that the output
of the Allocation of Unidentified Gas Expert (AUGE) process complies with the “Framework for
the Appointment of an Allocation of Unidentified Gas Expert”. The Uniform Network Code
Committee (UNCC) will be required to act on any material non-compliance that is ascertained
by the Independent AUGE Assurer (IAA).

Next Steps:

The Proposer recommends that this Modification should be:
e considered a material change and not subject to Self-Governance
e assessed by a Workgroup

This Modification will be presented by the Proposer to the Panel on 21 October 2021. The Panel
will consider the Proposer’s recommendation and determine the appropriate route.

Impacted Parties:

High: Shippers, AUGE, CDSP
Low: Transporters

None: NA

Impacted Codes:

None
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Summary

Governance

Why Change?

Code Specific Matters

Solution

Impacts & Other Considerations
Relevant Objectives

Implementation

© 00 N OO O b~ W N P

Legal Text

10 Recommendations

Timetable

Modification timetable:

Pre-Modification Discussed

Date Modification Raised

New Modification to be considered by Panel
First Workgroup Meeting

Workgroup Report to be presented to Panel
Draft Modification Report issued for consultation
Consultation Close-out for representations

Final Modification Report available for Panel

Modification Panel decision

23 September 2021
15 September 2021
21 October 2021
28 October 2021
20 January 2022
21 January 2022

11 February 2022
15 February 2022

17 February 2022 (At
Short Notice)

N N N o o0 b WoWw

9 Any

guestions?

Contact:

Joint Office of Gas
Transporters

O

enguiries@gasgove
rnance.co.uk

00121 288 2107

Proposer:
Dan Fittock
Corona Energy

O

dan.fittock@corona
energy.co.uk

0 07769285306

Transporter:

Tracey Saunders

Northern Gas
Networks

O

trsaunders@norther
ngas.co.uk

0 07580 215743

Systems Provider:
Xoserve

O

UKLink@xoserve.c
om

Other:

Gareth Evans

O

gareth@waterswye.
co.uk

0telephone

07500 964447
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Joint Office ofcas Transporters

What

The Framework for the Appointment of an Allocation of Unidentified Gas Expert (“Framework”) is a Code
subsidiary document that sets out how the AUGE process operates and how the AUGE Statement and AUGE
table are compiled. The Framework document, it is nominally overseen by the Uniform Network Code Committee
(UNCC). At the March 2021 UNCC meeting the UNCC indicated that there were no actions it could take
regarding concerns raised about compliance with the Framework, which indicates that there is currently no clear
governance process for compliance with the Framework and so no effective industry oversight of the AUGE.

This has compelled shippers who have concerns over the discharge of the requirements in the Framework during
this year's AUGE Statement creation to raise a modification to establish remedies as there seems to be no other
route for ensuring their concerns are formally assessed.

Why

The AUGE process is a critical industry activity as it leads to the apportionment of Unidentified Gas (UIG) costs
between shippers, which total over £200m a year. Clear oversight and governance for the process is needed so
that shippers can be confident that the Framework will be followed, and where it is not, there is a clear mechanism
to identify and address any such failings.

How

Create a new role, the Independent AUGE Assurer (IAA), who would be appointed by tender, who will be
responsible for determining whether the AUGE has fully complied with the Framework during the creation of the
AUGE Statement, directing remedial actions where it believes there are material non-compliances and providing
a report setting out its work for the year.

The UNCC will have the explicit obligation of considering any remedial actions where requested, overriding any
formal direction by the IAA through a simple majority vote.

2 Governance

Justification for Authority Direction
Though the AUGE process derives the allocation of UIG to Shippers and so is material, this proposal in itself is
limited to an oversight process of the AUGE process and so the proposal is suitable for self-governance.
Requested Next Steps
This Madification should:

e be considered a non-material change and not subject to Self-Governance.

e be assessed by a Workgroup

Please note that this modification has been delayed in formal submission awaiting the Ofgem decision on UNC
Modification 0758.
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3 Why Change?

The Framework for the Appointment of an Allocation of Unidentified Gas Expert (“Framework”) is a Code
subsidiary document that sets out how the AUGE process operates and the AUGE Statement and AUGE table
are compiled. The Framework document, it is nominally overseen by the UNCC.

At the March 2021 UNCC meeting the UNCC indicated that there were no actions it could take regarding
concerns raised about compliance with the framework, which indicates that there is currently no clear
governance process for the Framework document. This has compelled some shippers who have concerns over
the discharge of the Framework document during this year's AUGE Statement creation to raise a modification
to introduce remedies into Code as there seems to be no other route for ensuring their concerns are formally
assessed.

It would seem more efficient for the industry to be able to formally take account of issues with this industry
process and have a mechanism to resolving them rather than submit change to the authority, so there is a
requirement for an independent body to oversee this process.

4 Code Specific Matters

Reference Documents

e UNC TPD Section E9
e Framework for the Appointment of an Allocation of Unidentified Gas Expert.

Knowledge/Skills

e None

5 Solution

Appointment and Activities of the IAA

1. The Central Data Services Provider (CDSP) will be required to run a tender for the IAA and appoint them
for a fixed term period, subject to periodic re-tenders.

2. The IAA would need to be an organisation separate to the current AUGE or the CDSP.

3. Once appointed the I1AA will be required to oversee the activities of the AUGE and will have full access
to all of the work undertaken by the AUGE, including its methodology process.

4. The IAA will be required to sign non-disclosure agreements to protect the Intellectual property of the
AUGE and the contract with the CDSP will provide suitable protections and remedies to protect both the
IAA and the AUGE.

5. The CDSP will be expected to commence work on tendering for the IAA as soon as the modification is
approved.

6. Where the IAA believes that the AUGE has not complied with the Framework it will report this to the
AUGE sub-committee as soon as its practical a “Non-Compliance Finding”, setting out as a minimum

a. The nature of the issue and its likely impact.

b. Why the IAA believes that the AUGE has not complied with the Framework
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c. The actions that the IAA will be requiring of the AUGE to correct the non-compliance.

7. Users will be able to report any perceived non-compliance to the IAA who will required to respond to the
User in a reasonable timeframe. The |AA will not be required to act on the report by the User.

8. The AUGE will be required to act in accordance with any direction provided to it by the IAA with regard
to any Non-Compliance Finding. The AUGE may appeal to the UNCC prior to undertaking any action
on any Non-Compliance Finding (see BR7&8).

9. The IAA will be required to provide regular reports to the industry on its findings regarding the AUGE’s
compliance with the Framework, in addition to issuing any Non-Compliance Findings.
Appeal to the UNCC

10. Any User, the CDSP or the AUGE will have the right to appeal to the UNCC any Non-Compliance
Finding, in accordance with normal notification timescales 15 Days from the date of its publication. Any
decision by the UNCC would be subject to any appeals mechanism that currently exist.

11. The UNCC may request further information from the 1AA to aid its decision, as long as it does not
interfere with the AUGE statement timeline.

12. The UNCC will be required to vote on any Non-Compliance Finding that is appealed to it, either to
approve the Non-Compliance Finding or to quash it. Any vote will operate to a simple majority.

6 Impacts & Other Considerations

Does this modification impact a Significant Code Review (SCR) or other significant
industry change projects, if so, how?

No

Consumer Impacts

None- this impact the accuracy of UIG costs which are levied to shippers.

What is the current consumer experience and what would the new consumer
experience be?

None - this will continue

Impact of the change on Consumer Benefit Areas:

Area Identified impact
Improved safety and reliability None
Lower bills than would otherwise be the case None
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Reduced environmental damage None
Improved quality of service None
Benefits for society as a whole None

Cross Code Impacts

None

EU Code Impacts

None

Central Systems Impacts

None.

7 Relevant Objectives

Relevant Objective Identified impact
a) Efficient and economic operation of the pipe-line system. None

b) Coordinated, efficient and economic operation of None

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

(ii) the pipe-line system of one or more other relevant gas transporters.
c) Efficient discharge of the licensee's obligations. None

d) Securing of effective competition: None
(i) between relevant shippers;
(i) between relevant suppliers; and/or

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

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

f) Promotion of efficiency in the implementation and administration of the Code. Positive
g) Compliance with the Regulation and any relevant legally binding decisions of None
the European Commission and/or the Agency for the Co-operation of Energy
Regulators.
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This modification will provide a clear governance and oversight route for the AUGE process to ensure compliance
with the Framework and so promote relevant objective (f) Promotion of efficiency in the implementation and
administration of the Code.

8 Implementation

Implementation should be as soon as possible after an Authority direction to do so.

9 Legal Text

To be provided by Transporters.

10 Recommendations

Proposer’s Recommendation to Panel
Panel is asked to:
e Agree that Authority Direction should apply.

o Refer this proposal to a Workgroup for assessment.
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Introduction



The requirement to publish the “Allocation of Unidentified Gas Document” is specified in Section V12.2 of the Transportation Principal Document (TPD) of the Uniform Network Code (UNC). 



The Framework for the Appointment of an Allocation of Unidentified Gas Expert sets out the means by which the AUG Expert is appointed, how the AUG Statement is published on the Joint Office of Gas Transporters website and outlines the high-level process to be followed for the creation of a methodology to calculate the allocation factors to apportion Unidentified Gas.



Xoserve has contracted Engage Consulting Limited (“Engage”) as the Allocation of Unidentified Gas Expert (AUGE) since June 2020. The contract is managed with Subject Matter Expert support from within Xoserve’s service provider, Correla. 



Objectives



The review has two main objectives:



1. To ensure that effective and efficient processes are in place for the appointment, management, and review of the AUG Expert to give assurance to customers and identify opportunity, scope and approach.



2. To assess the requirements and benefits of UNC Modification 0782 requesting the appointment of an Independent AUGE Assessor (IAA) to oversee the current AUG Expert activities and validate the outcome of their proposals.



The scope of the review included:

· A review by Xoserve’s Risk & Audit Manager of the management controls Xoserve has over Correla’s Subject Matter Expert (SME) support for this activity;

· A review of the Correla SME’s validation and assurance over the AUGE, Engage; and

· A review of the internal assurance Engage undertakes as the current AUG Expert and methodology applied as part of its published processes. 



Specifically, the review considered the following areas of control:

· The process/activity is undertaken in accordance with legal and regulatory requirements.

· Operational procedures, including key controls, are documented and procedures are in place to update documentation such that it reflects current processes and associated controls.

· Appointment & AUG Statement process is robust, impartial and fact-based / measurable. 

· Responsibility for the management and operation of the process is established.

· All parties have ensured people with appropriate skills, experience and calibre are appointed to operate and support the process.

· Xoserve management, Correla SMEs and all interested Industry stakeholders are provided with adequate detailed information and opportunities to challenge throughout the performance of the process to assist decision making and ensure the final weighting calculations are balanced. 

· The processes are subject to appropriate control and decisions are correctly communicated and documented.

· Risks associated with the process are effectively managed.

· The process achieves its objectives in an economic, efficient, and effective manner and that it is continually improved through monitoring of performance, feedback, and analysis.





Key Findings



The AUGE has been professionally managed over the last year and Engage Consulting has adhered to its contractual requirements. There is some scope to further improve the management of the AUGE and some of the recommendations are listed below.



Xoserve believes that additional external input to the existing process proposed by UNC Modification 0782 would dilute the effectiveness and independent status of the current AUG Expert, increase costs and cannot guarantee any additional accuracy or validity of the weighting within the published statement. As an alternative, Xoserve is proposing to appoint a recognised external auditor to undertake an annual detailed review and report on the Incumbent AUGE’s compliance with its terms of reference and contractual obligations. See Appendix 1 for an outline of the assignment.








Main Report 



Recommendations

 

		Ref

		Recommendation

		Management Response 

		Agreed Action, Person Responsible and Date



		1.1

		Procedures for the ongoing relationship management with the AUGE and output validation should be documented.



		This shall be included within the Monthly   DSC+ performance review between Xoserve & Correla

		Action: Included in DSC+ performance meeting.



Person Responsible: CD/FC

 

Implemented: January 2022





		1.2

		A lead within Xoserve should be identified who is responsible for managing the contract with the AUGE and keeping abreast of AUG matters.



		Chris Dwyer & Sandi Bradshaw

		Action: CD to attend Contract meetings  



Person Responsible: CD/SB

 

Implemented: January 2022



		1.3

		Ensure Xoserve attendance continues at the monthly Service Management Board meetings with Engage.



		Agreed. Xoserve shall be present at the Monthly meetings going forward. 

		Action:  As above



Person Responsible: Xoserve

 

Implemented: January 2022





		1.4

		Ensure receipt of progress reports and day after reports by an assigned individual able to understand and challenge within Xoserve.





		To be reviewed by David Turpin & Sandi Bradshaw with Correla

		Action: Xoserve to review progress reports



Person Responsible: CD/DT/SB/FC

 

Implemented: February 2022





		1.5

		The submission of the industry MOD for validation of the AUGE’s statement should be raised as a risk through the Xoserve corporate risk management framework and managed accordingly.



		Added to Contract & Commercial Risk register

		Update: UNC Modification 0782 was withdrawn on 8th April 2022



		1.6

		Xoserve should continue to increase the level of transparency and confidence in the management of the AUGE contract. To be facilitated through increased interactions between the AUGE and Xoserve/Correla technical experts throughout the year. 





		Continued scrutiny of the Incumbent AUG Expert's processes and review of methodology and data sources. Establish a panel of internal subject matter experts across Correla/Xoserve to provide more in-depth review and support to the AUGE at regular intervals during the development/update of the methodology and selection of data. Panel could request additional detail on particularly high value or contentious areas. 

		Action: Implement additional reviews of AUGE output



Person Responsible: Xoserve/Correla SME



Implemented with effect from June 2022



		1.7

		Xoserve should consider procuring an independent annual review of the Incumbent AUGE’s compliance with its terms of reference and contractual obligations, by a suitably qualified professional services provider.  The report findings to be made available to industry parties.

		Xoserve will seek to appoint a a recognised external auditor to undertake an annual detailed review and report on the Incumbent AUGE’s compliance with its terms of reference and contractual obligations. See Appendix 1 for an outline of the assignment.

		Action: Extend the existing Xoserve Statutory Audit scope



Person Responsible: CD



Date Due: June 2022












Review of Control Activities



This section provides the tests undertaken and the outcome of these tests. Findings and recommendations have been documented where an identified or potential weakness in the control environment or its application has been identified.



		Ref

		Control Activity

		Testing Outcome

		Actions Required



		The process is undertaken in accordance with internal policy, legal and regulatory requirements.



		1.1

		Industry requirements in relation to the allocation of unidentified gas is detailed within the Uniform Network Code. 

		The requirement to publish the “Allocation of Unidentified Gas Document” is specified in Section E 9.1.1 of the Transportation Principal Document (TPD) of the Uniform Network Code (UNC). 



The Framework for the Appointment of an Allocation of Unidentified Gas Expert sets out how the AUG Expert is appointed, how the AUG Statement is published and outlines the high-level process to be followed for the creation of a methodology to calculate the allocation factors to apportion Unidentified Gas.

		None identified. 



		1.2

		Contractual obligations regarding the appointment, management and review of the AUG Expert are defined within the Data Services Contract.

		DSC service lines within service areas 1 and 9 detail requirements in relation to this process including:

· Appointment of an organisation to the position of Allocation of Unidentified Gas Expert.

· Management of, and exercise of rights under, the AUG Expert Contract.

· Annual review of the activities and performance of the AUG Expert; and

· Provision of data to the AUG Expert.



All DSC service lines are audited to ensure compliance on at least a three-yearly cycle. 

		None identified.





		1.3

		A contract is in place with the appointed AUGE, Engage.

		A contract is in place between Xoserve and Engage Consulting Limited dated 28th May 2020. The contract is effective from 1st June 2020 and will continue for a period of five ‘contract’ years unless terminated early by Xoserve or by agreement to extend further by both parties. 



The contract specifies in detail the services to be provided which are based on the Request for Proposal requirements includes all the UNC and AUGE framework obligations.

		None identified.





		2. Operational procedures, including key controls, are documented and procedures are in place to update documentation such that it reflects current processes and associated controls.



		2.1

		Process documentation is in place to support the internal activities undertaken. 







		Documented procedures for the ongoing management of the AUGE and the validation checks of the work undertaken through the process were not available. 



The Correla Business Process Manager has documented what would be considered in review of the draft AUG statement. Including: 

· UIG contributors;

· Industry process understanding;

· Conclusions from data;

· Any data issues identified;

· Assumptions validity;

· Previous year comparison; and

· Usability of document. 

		Procedures for the ongoing relationship management with the AUGE and output validation should be documented. 



		3. Responsibility for the management and operation of the process is established.



		3.1

		Roles and responsibilities have been clearly defined in relevant contract, policy and procedural documentation. 

		The contract between Xoserve and the AUGE clearly details the obligations on both parties. Key contacts are also listed as Xoserve ‘Business Process Manager’ and ‘Contract Manager’. A variation to the contract to add Correla as ‘Managed Services Supplier’ has been drafted for agreement and signature. 



Schedule 10 of the DSC+ between Xoserve and Correla lists ‘Key Personnel’, their position, expertise and utilisation cap. 



The Correla Business Process Manager – Customer Performance Analysis is listed as having detailed knowledge of UNC, AUGE / PAC (PAFA) & Industry Engagement with a utilisation cap of ten hours per month. 

		Review DSC+ Schedule 10 for appropriateness following assessment of number of days support from Correla SME. 









		4. All parties have ensured people with the appropriate skills, experience and calibre are available to operate and support the process. 



		4.1

		Staff are competent and able to fulfil their roles appropriately.

		The Correla Business Process Manager – Customer Performance Analysis has extensive experience of this process having been involved in the appointment, management, and review of the AUGE over the last six years. 

The Correla Business Process Manager – Customer Performance Analysis also had a role in the Unidentified Gas taskforce which provides further insight into the industry issues in this area. 

		A lead within Xoserve should be identified who is responsible for managing the contract with the AUGE and keeping abreast of AUG matters. 





		5. Management are provided with information about the performance of the process that assists decision making



		5.1

		Service Management Board meetings are held monthly between the AUGE and Correla. 



		Service Management Board meetings between Correla and the AUGE have been minuted during the period November 2021 to January 2022, although they have taken place on a regular basis prior to this. Xoserve is invited to attend these meetings and the minutes have been provided to Xoserve. 

		Ensure Xoserve attendance continues at the monthly Service Management Board meetings with Engage. 



		5.2

		Progress Reports against service deliverables are provided by the AUGE. 



		Ten progress reports have been provided to Correla by Engage during the period February to October 2021.  



These detail status updates against each element of the service provided including Core, Innovation and Advisory. Financial reporting is also detailed of costs for the period and year to date. 

		Ensure receipt of progress reports and day after reports by an assigned individual able to understand and challenge within Xoserve.







		5.3

		The draft AUG statement is provided by the AUGE for Correla SME review. 

		The draft AUG statement 2022/23 was received from the AUGE on 10th December 2021. 



Evidence was provided of the SME review and feedback given on this following receipt. Factors considered include:

· UIG contributors;

· Industry process understanding;

· Conclusions from data;

· Any data issues identified;

· Assumptions validity;

· Previous year comparison; and

· Usability of document. 

		None identified.





		5.4

		Customers receive regular reports against progress from the AUGE. 



		The AUGE has provided monthly industry updates during the period May to December 2021 which are publicly available on the Joint Office website. 



These detail an overview and status updates against each element of the service provided including Core, Innovation and Advisory. 

		None identified.





		5.5

		Day After Reports are provided to Xoserve from Correla following each AUG Sub-Committee. 

		Day After Reports are provided to Xoserve by Correla following each AUG Sub Committee meeting. 



These detail:

· Meeting attendees;

· Matters discussed;

· Any key issues/concerns for Xoserve attention;

· Any actions on Xoserve;

· Any actions on Correla; and

· Date of next meeting.

		Action identified at 5.2



		6. The processes are subject to appropriate control and decisions are correctly communicated and documented.



		6.1

		Costs for services against budget are validated and reconciled appropriately.

		Reconciliation and goods receipting of income due to Engage is undertaken on a regular basis. 



Confirmation of services received in reference to payments due to Engage, is provided to Xoserve by the Correla Business Process Manager. 

		None identified.





		7. Risks associated with the process are effectively managed.



		7.1

		Risks associated with the process have been identified and effectively managed. 



		The AUGE highlights risks to their delivery of the service on their industry AUG Monthly Report and documents their mitigation/action plan.



There are no risks in relation to this process or the submission of the industry MOD that have escalated through the corporate risk processes for either Xoserve or Correla. 

		The submission of the industry MOD for validation of the AUGE’s statement should be raised as a risk through the Xoserve corporate risk management framework and managed accordingly. 



		8. The process achieves its objectives in an economic, efficient and effective manner and that it is continually improved through monitoring of performance, feedback, and analysis.



		8.1

		Mechanisms exist to capture and follow up opportunities for improvement.



		Section 7.4 of the Framework for the Appointment of an Allocation of Unidentified Gas Expert and DSC Service Area 1 line 20 requires an annual review of the activities and performance of the AUG Expert.



A report was issued to the UNC Committee which summarised the outcome of the Review of the AUG Expert Year 2020/21 (the preparation of the AUG Statement and Table of Weighting Factors to apply for the Gas Year 2021/22).



The AUGE is currently assessing two Innovations raised through this process: https://www.gasgovernance.co.uk/sites/default/files/ggf/book/2021-06/211.5%20AUG%20Year%20Review%202021%20Report.pdf

		None identified.





		8.2

		A review of the AUGE’s compliance with contractual requirements is undertaken annually.

		A presentation was published for the UNC Committee 15th April 2021 which explained why Xoserve believed that the AUGE was compliant with contractual requirements for determining the final AUG table of UIG weighting factors for 2021/22. This was a collaborative assessment between Xoserve and Correla. 

		Xoserve will seek to appoint a recognised external auditor to undertake an annual detailed review and report on the Incumbent AUGE’s compliance with its terms of reference and contractual obligations.

See Appendix 1 for an outline of the assignment.



		8.3

		Quarterly review of AUGE calculations and applied weighting and output is undertaken. 

		The innovative methodology and comprehensive approach utilised by Engage has been determined as valid and compliant. It is also recognised that the Incumbent AUG experts' statements are robust, balanced and independent. We therefore recommend the continued scrutiny, challenge & review of methodology and outputs at regular milestones during each year shall be applied and updates communicated to customers.





		Establish a panel of internal subject matter experts across Correla/Xoserve to provide more in-depth review and support to the AUGE at regular intervals during the development/update of the methodology and selection of data. 










APPENDIX 1 – Outline Scope of the Proposed Audit of the AUGS Preparation Service



Background

To address the concerns raised by Shipper Users during the 2020/21 AUG process and those captured in UNC Modification 0782, Xoserve will seek to appoint a recognised external auditor to undertake an annual detailed review and report on the Incumbent AUGE’s compliance with its terms of reference and contractual obligations.



Objective of the Annual Audit of the AUGS Preparation Service

The objective will be to provide an independent assessment of the AUGE’s compliance with:

· Its contractual obligations

· The terms of the AUG Framework document

· All relevant UNC obligations



The review should also assess whether the AUGE has operated in an effective and efficient manner, covering the development of the methodology, selection of data, calculation of Weighting Factors and the AUGE’s own internal quality assurance processes.



Areas of review would include:

· Development of the methodology

· Selection of data sources

· Interaction with industry parties

· Responses to industry feedback



Timing of the Audit

The Audit will need to be a continuous process throughout the year, timed to coincide with key periods of activity by the AUGE. Peak periods of activity are likely to be the selection of data sources in June/July, detailed calculations in October/November and responses to industry feedback in January/February.



Raising of Issues for investigation by the Auditor

Any industry party will be able to raise an issue for investigation by the Auditor, by highlighting this to Xoserve.  The industry party should describe the issue, and the obligation to which it relates.  Xoserve will pass this information on to the Auditor immediately, who will investigate and report its findings in its next scheduled report.



Output of the Audit

A working assumption is that the Auditor would need to provide reports in line with the following milestones:

· In late December/early January following publication of the first Draft AUGS, to assist industry parties who are considering their feedback on the Draft AUGS

· By 31 March, to assist industry parties who are considering how to vote on the Statement and Table at April UNCC

· Final Report by end of April (if required) to summarise the full year’s findings



The Audit Reports will be addressed to Xoserve as the commissioning party.

The Audit Report (and interim reports) will be made available to any interested parties [via the Joint Office website].



The Auditor would also provide [two-monthly] progress updates to communicate key messages and highlight any issues or concerns.  The Auditor could use these updates to report on investigations into any specific issues raised by industry parties. These updates would be published on Joint Office website.









Treatment of observations identified by the Auditor 

Any observations will first be discussed between the Auditor and the AUGE, and may also be discussed with Xoserve/Correla.  If the AUGE addresses the observation, this will be reported as resolved by the Auditor.  If the AUGE disagrees with the observation or chooses not to address it, this will first be reported to Xoserve.  Xoserve will use the existing contractual escalation routes to raise the observation with the AUGE and seek a resolution.  If the observation remains unresolved, the Auditor will report it to UNCC and AUG Sub-Committee, along with any commentary or rebuttal provided by the AUGE.	Comment by Fiona Cottam: Requested removal in meeting



UNCC will be asked to vote by simple majority at its next scheduled meeting on whether it accepts or rejects any observation. Although UNCC has no authority under UNC or the AUG Framework to instruct the AUGE (which is an independent expert) to make changes to its Statement or Table, the decision of UNCC and the AUGE’s response would be in the public domain.  The AUGE will need to be mindful of any accepted observations when updating the AUGS.  UNCC members would take these observations into account when considering the final AUGS at its April meeting.	Comment by Fiona Cottam:  addition  requested in meeting
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