Northern /%

NGN LDZ Shrinkage Adjustments for Gas Year 2006/07 Gas Networks

Northern Gas Networks

Capacity Management & System Operation

03 April 2008
Shrinkage Adjustments for Gas Year 2006/07

Northern Gas Networks

Prepared for: Prepared by:

Northern Gas Networks Keith Dixon
Capacity Management &
System Operation
Doxford Park

SR3 3XR

Version 1.0



Northerni/%

NGN LDZ Shrinkage Adjustments for Gas Year 2006/07 Gas Networks

Page i



NGN LDZ Shrinkage Adjustments for Gas Year 2006/07 Gas Networks

Contents

1.0 EXECULIVE SUIMMIBIY ...ceiiiitiiieeitiete sttt e ettt e e sttt e skt e e e e s st bt e e e sa b et e e aa b e et e e sa bt e e e e aasbe e e e sabbe e e e snbneeesannneee s 1

2.0 Assessment of North and North East LDZ Shrinkage Factors .............coovviiieiiiiieiiieee e 3
2.1 LEAKAGE ... ettt b h e e e Rt e e e R bt e e e a et e e e e e e e et e e annres 3
2.2 Assessment Of 2006/07 LEAKAGE .......uueeuiiaaiiiiiiiieii e ettt e e e e et e e e e e e sbb e e e e e e e e e e snnbeeeeeaans 3
RS O o= = Lu o] g b= I U LT Vo [T U UTT TR 3
A 1= 00 T T TP UTTT RO 4
2.5 North and North East LDZ Shrinkage FacCtOrS...........ccouiiiiiiiiiii ettt e e 4

3.0 Northern Gas Networks LDZ Shrinkage AdjUSIMENt ............oeiiiiiiiiiiiiiieec e 5
3.1 Shrinkage Adjustments for North and North East LDZS........ccceeoiiiiiiiiiiiic e 5

4.0 Financial Adjustments Applicable to Northern Gas NetWOrkS ...........ccccvveiieeeiiniiciiiieeee e esiieee e 6
4.1 Financial Adjustment for Shrinkage Energy Reconciliation............c.cooccvveiererees i 6
4.2 Financial Adjustment required for Commodity Charge Reconciliation ...............cccceevviieeeiiiieeens 6
4.3 Transportation ComMmMOity Charges.........oouuiiiiiiiiiiiiiiie e 7

Page ii



Northern /%

NGN LDZ Shrinkage Adjustments for Gas Year 2006/07 Gas Networks

1.0 Executive Summary
This document provides information to shippers on the following :

¢ Assessment of North and North East LDZ Shrinkage Factors
e Northern Gas Networks LDZ Shrinkage Adjustment
e Financial Adjustments applicable to Northern Gas Networks

Assessment of North and North East LDZ Shrinkage Factors

In accordance with Uniform Network Code Section N3.3.3 the following information provides an
assessment of shrinkage for both North and North Eastern LDZs. National Grid’s final proposals for
the Gas Year 2006/07 was not subject to Condition 7(4) disapproval and as a result, the proposed
LDZ Shrinkage Factors were applied in accordance with Uniform Network Code TPD Section N 3.1.8.

LDZ Shrinkage Factors Gas Year 2006/07

LDZ Shrinkage
Factor
North 0.557%
North East 0.628%

The methodology and data sources used to determine the Shrinkage Factors for Gas Year 2006/07
are specified in Northern Gas Networks final proposals document for Gas Year 2006/07.

The assessment of Northern Gas Networks LDZ Shrinkage Quantity for the period 1% October 2006 to
30" September 2007, which is shown in section 2.0 of this document provides, where applicable,
reasons for significant variance between the estimated and the assessed LDZ Shrinkage Factors for
the period.

The assessment of shrinkage quantity for North and North East LDZs for the period 1% October 2006
to 30" September 2007 is approximately 382 MWh lower than the amount of shrinkage identified for
that period, based on the above factors.

The reason for this difference is a decrease in leakage energy, from 475.3 GWh to 474.9 GWh.
Northern Gas Networks LDZ Shrinkage Adjustment

This section advises Shippers of the Shrinkage Adjustment for North and North East LDZ'’s for the
period 1* October 2006 to 30" September 2007, as referred to in Uniform Network Code TPD Section
N 3.4.1.

Using the applied and assessed shrinkage factors the following shrinkage quantities were calculated
for the period 1% October 2006 to 30" September 2007.

LDZ Shrinkage Reconciliation for the period 1% October 2006 to 30" September 2007

Procured LDZ Assessed LDZ LDZ Shrinkage
Shrinkage Shrinkage Reconciliation
LDZ Quantity (kWh) Quantity (kWh) Quantity (kWh)
North 207,757,641 209,249,617 1,491,976
North East 267,499,707 265,625,506 -1,874,202
NGN Total 475,257,348 474,875,122 -382,226

Note: Negative values indicate an over procurement.
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Financial Adjustments applicable to Northern Gas Networks

In accordance with the LDZ Shrinkage Adjustments Methodology Version 1.0, the two elements of
financial adjustment (i.e. Shrinkage Energy Adjustment Reconciliation and Commaodity Charge
Reconciliation) have been calculated, the combined results of which are shown in the table below:

Northern Gas Networks Total Financial Adjustment

LDZ Shrinkage .
Reconciliation anntity Adj\l;;ltlz'r;ent
LDZ (kWh)
North 1,491,976 -£16,304.54
North East -1,874,202 £13,025.90
NGN Total -382,226 -£3,278.63

Note : the figures above are for the period 15 October 2006 to 307 September 2007

Northern Gas Networks Shrinkage Financial Adjustment is therefore -£3,278.63.
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2.0 Assessment of North and North East LDZ Shrinkage Factors
The following section details the assessment of the Northern Gas Networks shrinkage factors for both
North and North East LDZs.

2.1 Leakage
The proposed shrinkage factors for North and North East LDZ's for Gas Year 2006/07 were:

Table 2.10 - LDZ Shrinkage Factors Gas Year 2006/07

LDZ Shrinkage
Factor
North 0.557%
North East 0.628%

This factor resulted in an estimated LDZ specific shrinkage quantity of:

Table 2.11- Estimated LDZ Specific Shrinkage Quantity

Shrinkage

LDz Quantity
(GWh)
North 207.76
North East 267.50

Note: for the period 1% October 2006 to 30" September 2007.

2.2 Assessment of 2006/07 Leakage
The same methodology has been used to assess the 2006/07 leakage as that employed by
Northern Gas Networks in the original estimate of leakage for Gas Year 2005/06.

The 2006/07 Gas Year Leakage Assessment calculation reflects changes in average system
pressures and OUG factor, with all other elements of the 2005 Leakage Assessment remaining
unchanged (as agreed at the LDZ Shrinkage Forum held 22" June 2006).

Estimated and assessed leakage quantities for North and North East LDZs for the period 1%
October 2006 to 30™ September 2007 are shown below :

Table 2.20 - Estimated and Assessed Leakage Energy and Leakage Factors by LDZ

2006/07
Original 2006/07
Estimated Assessed
Leakage Leakage Difference
LDZ Energy GWh | Energy GWh GWh
North 207.76 209.25 1.49
North East 267.50 265.63 -1.87
NGN Total 475.26 474.88 -0.38

The assessment process has identified changes in shrinkage factor for North and North East LDZs
that has resulted in an overall decrease in energy of approximately 382 MWh.

2.3 Operational Usage

Operational Usage gas is employed by Northern Gas Networks primarily as pre-heater fuel at a
number of pressure reduction stations to prevent gas temperatures falling below zero degrees
Celsius. There is also some minor additional use during venting operations.

The final proposed 06/07 OUG factor was 0.0113
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2.4 Theft of Gas

An estimate of unidentified theft for 2006/07 was 0.2% of throughput, of which 10% was deemed to

be the responsibility of Gas Transporters in 2006/07.

This figure has not been re-assessed as part of this process and remains constant within the

overall shrinkage factor.

2.5 North and North East LDZ Shrinkage Factors
The assessment of the original Shrinkage Factors for Gas Year 2006/07 for North and North East
LDZs has resulted in minor changes brought about by movement in the average system pressure

used in the leakage calculation model. Table 2.50 below illustrates these changes:

Table 2.50 - North and North East LDZ Shrinkage Factors

Assessed
Applied Shrinkage Shrinkage :
LDz Factors 2006/07 Factors Difference
2006/07
North 0.557% 0.561% -0.004%
North East 0.628% 0.6236% 0.0044%

Northern Gas Networks assessed LDZ Shrinkage Factors are different because of the change in
average system pressures and OUG used in the assessment of leakage, as discussed in section
2.2. This decrease represents a Northern Gas Network reduced energy requirement of 382 MWh.
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3.0 Northern Gas Networks LDZ Shrinkage Adjustment
The shrinkage adjustment applicable to Northern Gas Networks for North and North East LDZ is for
the period 1% October 2006 to 30" September 2007.

3.1 Shrinkage Adjustments for North and North East LDZs

Shrinkage adjustments for the LDZs owned and operated by Northern Gas Networks have been
calculated in accordance with LDZ Shrinkage Adjustments Methodology Version 1.0 that is
published on the Joint Office Website.

Using the applied and assessed shrinkage factors the following shrinkage quantities were
calculated for the period 1% October 2006 to 30" September 2007.

Table 3.10 — LDZ Shrinkage Reconciliation for the period 1* October 2006 to 30" September 2007

Procured LDZ Assessed LDZ LDZ Shrinkage

Shrinkage Shrinkage Reconciliation

LDz Quantity (kWh) Quantity (kWh) Quantity (kWh)
North 207,757,641 209,249,617 1,491,976
North East 267,499,707 265,625,506 -1,874,202
NGN Total 475,257,348 474,875,122 -382,226

Note: Negative values indicate an over procurement.
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4.0 Financial Adjustments Applicable to Northern Gas Networks
In accordance with the LDZ Shrinkage Adjustments Methodology Version 1.0 there are two elements
of financial adjustment. These are:

e Financial Adjustment for shrinkage energy reconciliation
e Financial Adjustment required for commodity charge reconciliation

Both of these financial elements are determined in the following sections.

4.1 Financial Adjustment for Shrinkage Energy Reconciliation

Applying the algorithm in section 2.2 of LDZ Shrinkage Adjustments Methodology Version 1.0 the
following financial adjustment has been determined for Northern Gas networks for the period 1%
October 2006 to 30" September 2007.

Table 4.10 — Financial Adjustment (Gas Reconciliation)

LDZ .Sh.rinkage . Adjustment
Reconciliation Quantity Value
LD7 (kWh)
North 1,491,976 -£16,304.54
North East -1,874,202 £13,025.90
NGN Total -382,226 -£3,278.63

Note: The adjustment values above are derived from changes in the assessed
shrinkage factors for North and North East LDZ and applying these to four decimal
places.

The Northern Gas Networks total financial adjustment of £3,278.63 is negative and therefore
identified as a debit from Domestic Shippers.

4.2 Financial Adjustment required for Commodity Charge Reconciliation
Applying the algorithm in section 2.3 of Annex 2 — LDZ Shrinkage Adjustments Methodology v0.4,
the following financial adjustment has been determined for Northern Gas networks for the period
1% October 2006 to 30" September 2007.

Table 4.20 — Financial Adjustment (Transportation Commodity Reconciliation)

LDZ Shrinkage .
Reconciliation QSantity Adj\L/J;Itl:r;ent
LDZ (kWh)
North 1,491,976 -£4,718.56
North East -1,874,202 £3,756.31
NGN Total -382,226 -£962.25

The Northern Gas Networks total financial commodity charge adjustment of £962.25 is negative
and therefore identified as a debit from Domestic Shippers.

Northern Gas Networks Total Financial Adjustment is therefore -£4,240.88
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4.3 Transportation Commodity Charges
The commodity charges used in the Transportation Commodity Reconciliation calculations are :

Table 4.21 —Transportation Commodity Charges

Period of Application

01/10/06 to 01/04/07 to
31/03/07 30/09/07
NTS Commodity 0.000114 0.000136
LDZ Commodity 0.001379 0.001379
Customer Commodity 0.001536 0
Total Commodity
Rate 0.003029 0.001515
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