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Following the broad consensus of the Workgroup 0504 meeting held on 13 October 2014, these Business Rules are currently drafted based on the DSR Product being offered as: 
1. a  ‘Daily’ and ‘Multiday’ Product; and
2. DSR Offers being submitted onto the existing Locational Platform of the On the day Commodity Market (OCM).
 
DSR Methodology Business Rules
Definitions 

Definitions: 

DSR	Demand Side Response. The reduction in an Eligible DMC’s rate of gas offtake in the period following declaration of a GDW.  

DSR Service	The framework as set out in the DSR Service Contract in which the End User and Shipper/Supplier will determine, agree and offer DSR to National Grid NTS. As set out in section [2] of this DSR Methodology 			

DSR Service Contract 	The contract in which the DSR Service arrangements will be agreed between the Shipper/Supplier and the End User. As set out in section [7.4] of this DSR Methodology.

DSR Offer 	Each individual trade offer that may be submitted on to the OCM – [Locational] platform.

DSR Offer Notice	The binding agreement between the Shipper/Supplier and End User that details the DSR Offer information. As set out in section [7.5] of this DSR Methodology.

DSR Product 	The basis of the methodology that puts in place the framework and arrangements by which all DSR Offers will be placed and accepted.  As set out in section [4] of this DSR Methodology.

DSR Period	The period between the GDW being declared for the Gas Day and the earlier of: (i) the revocation of the GDW; or (ii) the end of GDE Stage 1. This is the period where National Grid NTS may accept DSR Offers.

OCM – [Locational] platform	The Trading platform that DSR Offers may be submitted upon. As set out in section [3] of this DSR Methodology.

GDW	Gas Deficit Warning ref: UNC Section V5.9.

GDE	Gas Deficit Emergency ref: UNC Section Q.

Firm Load Shedding (FLS) 	During Stage 2 of a GDE; upon direction from the Network Emergency Coordinator (NEC), National Grid NTS and relevant Transporters may instruct the End Users to curtail gas offtake at specified sites.   

Tick Down	A DSR Offer may be offered with a reducing  down feature that reduces the volume of DSR available on the Gas Day as the unaccepted Offer progresses through the Day.


The GDE Stages	GDE Stages are defined in UNC TPD section Q and in the Network Gas Supply Emergency Classifications as provided in the National Grid NTS safety case for a Network Gas Supply Emergency

Eligible DMC	As set out in section [5.2] of this DSR Methodology
Where capitalised words and phrases are used within this document, those words and phrases shall usually have the meaning provided within the Uniform Network Code (unless they are otherwise defined within the terms detailed above). 


Suggest Heads of Terms for consideration in the DSR Service Agreement

The Words in “Bold” below are defined within the DSR Methodology.

1.1. The The DSR Sservice Agreement will contain features 2 principle the contractual arrangements for the Shipper & Gas Consumers:

a For the reduction in gas quantity offtaken at relevant Site – Shipper/Supplier to End UserGas Consumers contractual arrangement. In exchange for the payment of a service fee as described in paragraph [8.6] of this DSR Methodology the Shipper/Supplier (following instruction by the instruction from the relevant Gas ConsumerEnd User, in some cases may be directed through the Supplier) will agree to post a DSR oOfffer, on behalf of the Gas ConsumerEnd User, toa reductione in offtake from the NTS. In return the End UserGas Consumer commits to delivering on the agreed offtake reduction if called to do so by the relevant Shipper. These arrangements will be undertaken within the terms provided in this DSR Methodology, and secured upon the DSR Offer being accepted on the ‘On the day Commodity Market’ (OCM)  - [Locational] platform by National Grid NTS; and. 

1.2. The End UserGas Consumer (in some cases through its Supplier) will work together with their Shipper/Supplier to post the relevant DSR Offer(s) onto the OCM [Locational] platform. DSR Offers may be placed, updated or withdrawn, on the [Locational] platform at any time up to the declaration of a GDE Stage 2. 
1.3. 


1.4. Any DSR Service Agreement should be consistent with the provisions set out in the DSR Methodology, relevant UNC provisions and the OCM Market Rules. 

1.5. The DSR Service Agreement  – Heads of Terms
1.5.1. Prior to participating in the DSR Mechanism on behalf of the Eligible DMC, the relevant Shipper and Gas Consumer (in some case through the Supplier) may consider entering into a DSR Service Agreement which may set out standardised Heads of Terms which define;

a  arrangements for the Registered User (Shipper) to post DSR Offers on behalf of the Gas Consumer, for the Eligible DMC onto the OCM -  [Locational] platform;
b information and communication arrangements links and timings of communications; 
c commercial/financial settlement arrangements; and
d liabilities for non-compliance arrangements.
e the DSR Service; 
f Service fees; 
g Liabilities; and
h DSR Offer Notice arrangements.


1.6. DSR Offer Notice 
1.6.1. In respect of each specific DSR Offer, the relevant Shipper and relevant Gas Consumer (in some cases through the Supplier) may prepare and agree a DSR Offer Notice which will specify:

a Price p/kWh;
b Volume (kWh);
c Required lead time between DSR Offer acceptance and commencement of the offtake rate reduction at the Eligible DMC  (which will include any Shipper to Gas Consumers notification time);
d Timing of DSR Offer availability within the gas Day (Evergreen, reducing volume or specified period ;
e Tick down rate within gas Day; 
f Location (Supply Point ref number );
g Gas Consumer contact details;
h For ‘multiday’ DSR Offer, specify the number of gas Days included in the Offer;
i  7 day Profiling of Daily Offer volume and/or price details e.g. week to account for reduction in demand at weekends; 
j Indicate whether the 7 day profile of daily offers will be continuously reposted automatically.

1.6.2. This information may be used by the Registered User (Shipper) at an Eligible DMC to place the DSR Offer(s) onto the OCM. 

1.7. A DSR Service will comply within the ‘Terms’ specified in the Shipper/Supplier to End User DSR Service Contract provisions, which will reflect the provisions set out in this DSR Methodology. In accordance with section [15] of the DSR Methodology.
1.8. 

1.9. Prior to the acceptance of the DSR Offer, and upon instruction from the End User, the Shipper may revise or remove the DSR Offer to indicate when the service is reduced or unavailable (maintenance etc.).

1.10. Where a DSR Offer is accepted by National Grid NTS on the OCM – [Locational] platform;

1.10.1. The Shipper will notify the End UserGas Consumer (in some cases through the Supplier) of the requirement to reduce their notified End Of Day (EOD) offtake by a volume at least equal to the accepted DSR Offer (including any allowances for ‘Tick down’). .Within the timescales set out in section  [7.5] of this DSR Methodology  
1.10.2. 


1.10.3. 
1.10.4. 
1.11. DSR Contractual Relationships 
In accordance with section [15] of this DSR Methodology; The Shipper/Supplier and End User will ensure that the following DSR provisions are set out in their DSR Service Contract: 
Agreement that the Registered User may post DSR Offers on behalf of the End User, for the Eligible DMC onto the OCM -  [Locational] platform;
Information and communication arrangements links and timings of communications; 
Commercial/Financial settlement arrangements; and
Liabilities for non-compliance arrangements.

1.12. Supplier Licence Condition 19D of the Gas Supply Licence and Shipper licence Condition 15A of the Gas Shipper Licence set out the obligation for passing on involuntary DSR payments to End Users as soon as reasonably practicable. 
[these Licence conditions will need to include passing on voluntary DSR payment that relate to the DSR mechanism] 

1.13. The DSR Service Contract
1.13.1. Prior to participating in the DSR Mechanism on behalf of the Eligible DMC, the relevant Shipper/Supplier and End User must have entered into a DSR Service Contract.

1.13.2. The DSR Service Contract must be agreed prior to posting an Offer on the OCM –  [Locational] platform in relation to an Eligible DMC.

1.13.3.  The DSR Service Contract Agreement will set out standardised contractual ‘Heads of Terms’ relating to;
a the DSR Service; 
b Service fees; 
c Information, communication, response timescales, obligations; 
d Payment and Settlement arrangements; 
e Liabilities; and
f the DSR Offer Notice arrangements.

1.13.4. [In exchange for the payment of a Service fee, as set out in section [8.6] of the DSR Methodology, the Shipper (following instruction from relevant End User) will agree to place DSR Offers within the ‘Terms’ specified in the DSR Service Contract.] 

1.13.5. The DSR Service may only be utilised within the ‘Terms’ specified in the DSR Service Contract which will reflect provisions set out in this DSR Methodology; and will be consistent with relevant UNC Code provisions and the OCM Market Rules. 

1.13.6. Upon instruction from the relevant End User, the Registered User may withdraw or revise the DSR Offer where indicated in the DSR Service Contract and/or DSR Offer terms.  
1.13.7. The DSR Service must describe the communication links between the parties, where these communications fail to meet the communications criteria each party reserves the right to terminate the DSR Service Contract agreement.

1.14. DSR Offer Notice 
1.14.1. In respect of each specific DSR Offer, the relevant Shipper/Supplier and Relevant End User will prepare and agree a DSR Offer Notice which will specify:

a Price p/kWh;
b Volume (kWh);
c Required lead time between Offer acceptance and commencement of the offtake rate reduction at the Eligible DMC  (which will include any Shipper to End Users notification time too);
d Timing of DSR Offer availability within the Gas Day (Evergreen, reducing volume or specified period ;
e Tick down rate within Gas Day; 
f Location (Supply point ref number );
g End User Contact details;
h For multiday specify number of Gas Days;
i  7 day Profiling of Daily Offer volume and/or price details e.g. week to account for reduction in demand at weekends; 
j Indicate whether the 7 day profile of daily offers will be continuously reposted automatically.
This information will be used by the Registered Shipper at an Eligible DMC to place the DSR Offer(s) onto the OCM.

Section 2.  The DSR Offer Price 

2.1. The DSR Offer price will be a p/kWh per Gas Day conforming to OCM Market Rules. 

2.2. The derivation of the DSR Offer price will be agreed as part of the DSR Service Contract and may include; [the Customer determined price for Value of Lost Load (VoLL) p/kWh, the gas price supplied by the Shipper (p/kWh) and any allowance for the Shipper levied Service fee]. 

2.3. Where levied by the Registered Shipper as part of the DSR Service Contract then the DSR Service Fee will form part of the DSR Offer price.

2.4. Accepted DSR Offers will be treated as Market Balancing Actions (MBA) and as such all accepted DSR Offer prices will feed into the System Average Price (SAP) and System Marginal buy Price (SMPb) calculation for the relevant gas day in accordance with existing arrangements for other MBAs.   

2.5. Payment for the accepted DSR Offer will be paid within the same timescales prescribed for all other MBAs, and in accordance with the UNC TPD Section S;

2.6. The Shipper will agree to pay the End User the contractually agreed DSR payment for an accepted DSR Offer, less the contractually agreed costs associated with the gas procured by the Shipper and subsequently sold to NG NTS.  [Providing the End User can demonstrate that it has acted in accordance with the terms of the curtailment requirements defined within the DSR Methodology and the DSR Service Contract.]

Section 3. Exercising the accepted DSR Offers process 
3.1. Where National Grid NTS accepts the DSR Offer;
3.1.1. The relevant Shipper will notify the relevant End User of the requirement to reduce their gas offtake for the Gas Day by the volume specified; at the specified site; within the timescales; and arrangements prescribed in the relevant DSR Offer Notice.

3.2. The relevant Shipper will agree to pay the relevant End User the contractually agreed DSR payment for an accepted DSR Offer, less the contractually agreed costs associated with the gas procured by the Shipper and subsequently sold via the Locational Market.  [Providing the End User can demonstrate that it has acted in accordance with the terms of the curtailment requirements defined within the DSR Methodology and the DSR Service Contract Agreement.]

3.3.  [Where the amount of gas offtaken for a relevant Gas Day at the relevant Eligible DMC is not less than or equal to the re-nomination submitted by the Shipper, in response to the acceptance of a DSR Offer, then the Shipper is potentially exposed to a cash-out shortfall quantity, and the End User has therefore not met its trade requirements. In this instance the Shipper will be entitled to claim liabilities for the cost it has incurred from the relevant End User. The calculation of the cost and liability arrangements will be agreed as part of the DSR Service Contract Agreement.]  



Demand Side Response
Example of DSR Service Agreement – Heads of Terms
	1. 
	DSR Service
	Description of the service agreed

	
	
	Responsibilities

	2. 
	DSR Offer Notice Arrangements
	Preparing each DSR Offer Notice - specify volume, duration etc.

	
	
	Service Fees – [VoLL price + Gas price + Admin Fee]

	
	
	Exercise Lead-times

	3. 
	Operational arrangements
	Communication and Response Timescales

	
	
	Submitting/Amending/Revising DSR Offers

	
	
	Site Maintenance Notifications

	
	
	Notification of accepted DSR Offer and response to exercise

	
	
	Contact information etc.

	4. 
	Liabilities
	Failing to reduce offtake

	
	
	Errors submitting DSR Offers

	5. 
	Payment Settlement Arrangements
	Payment timings
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