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Overview

« Introduction
- Background

- Scope of Review:
— Current AQ correction process (and analysis)
— Existing eligible causes (reason codes) set out within UNC (and analysis)
- Validation currently set out within TPD G2.3 for each eligible cause
- Consideration of further eligible causes
— Further considerations
- Current backstop date which an AQ correction introduces

- Role of Performance Assurance Committee (PAC) in monitoring and or
potentially validating AQ corrections

- Consider the need for remedies or resolution where there has been incorrect use
of AQ corrections process

- Appendix:
— Terminology
— AQProcess flow



Introduction

 This slide deck will demonstrate how the AQ correction process has
been used by the Industry to challenge the current Rolling &
Formula Year AQ/SOQ values in UK Link

 All accepted AQ correction submissions received between
‘01/08/2018* to 01/05/2021' have been included in this analysis
provided by Correla.

 This analysis has been pulled together to support the scope of the
AQ correction Review and highlight the areas of focus.

*Please note that data prior to 01/08/2018 cannot be included as it is not held within the
relevant data table required to carry out this analysis.



Background

- The automated AQ correction process was introduced as part of Project Nexus
(PN) and replaced the Legacy AQ Appeal & Amendment processes.

« Prior to PN the AQ process was an annual review where new values were made
effective on Olst October

- PN introduced the concept of a monthly ‘Rolling’ AQ review, and a static Formula
Year AQ (for Class 3 and 4 SMPs only)

- A site’s Rolling AQ is used for allocation purposes, and the Formula Year AQ sets a
site’s transportation charges

« Two of the four AQ correction reasQns were available to Shippers prior to PN via a
manual/offline process (BTU Form). The reasons being:

— Change of Consumer Plant
— Commencement of New Business



Background Continued

» The AQ correction process is available to the registered gas
Shipper of a site and challenges both the current Rolling and
Formula Year AQ values, and sets a new backstop date

- There are four bespoke AQ reason codes (eligible causes),
with set criteria for each outlined in UNC (these are covered
later within the slide deck)

A successful AQ correction locks a site out of a new Rolling AQ
calculation for the minimum of nine months



AQ correction — Process steps

The following process steps are how an AQ correction request is made:

+ Requests are submitted via the UK Link system in the form of an .AQI (C41) file
and record through the IX

- The User will then receive a notification in the system as to whether that request
has been accepted or rejected. The response is issued via the IX in the form of a
.AQR (C43) file and record

- The new AQ value will apply from the first of the month following acceptance of
the new value

- If the correction submission is accepted after M-15 (the AQ correction
submission deadline), the new AQ/SOQ values will apply in 2 months’ time. For
example, an AQ Correction value accepted on 16 April will be applied on 01 June.



Current AQ correction Process




AQ Correction Process Flow

AQ Correction monthly timeline:
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-  The above timeline details the monthly key dates used within the AQ Correction process
« M = the AQ go-live day (It of the month)

« M-15 = the latest date an AQ Correction can be submitted prior to the next go-live date, in
order to become effective from the start of the following month

- M-8 = the latest date which a submitted AQ Correction can be cancelled prior to next go-live
date




Existing eligible causes (reason
codes)




AQ correction reasons (Eligible Causes)

- Reason Code 1 — Theft of Gas

- Reason Code 2 — Change in Consumer Plant

- Reason Code 3 - Commencement of New Business
« Reason Code 4 - Tolerance Change

The below extract is within the C41 Record Format Document:

POSTCODE_INCODE M T 4 0 Standard PAF jncode as
defined in the PAF
digest.

REQUEST_REASON M N 2 0 1 -Confirmed Theft of

Gas, 2- Change in
Consumers Plant, 3 -
ICommencement of a
new business activity, 4 -
Tolerance change, 5 -
Winter Consumption

REQUESTED_ESTIMATED_AQ o N 15 0 andatory where
EQUEST_REASON is
1 4~ A

Please note, that ‘5 — Winter Consumption’ is used to challenge the Winter
Consumption of a site, not the AQ value.



Eligible Causes in UNC (Reason Codes)

Eligible causes are detailed in TPD Section G:

2.3.21 For the purpose of paragraph 2.3.20 “eligible cause™ mecans:

(a) the confirmed theft of gas (which resulted in the metered consumption in the
AQ Metered Period at the Supply Meter Point being less than the actual
consumption);

(b) the installation, replacement or removal of Consumer’s Plant which results in a
matenal change in the basis on which gas i1s consumed; or

(c) the commencement of a new business activity or discontinuance of an existing
business activity at the consumer’s premises.

2.3.22 A Registered User may also request a change to the Annual Quantity of a Supply Meter
Point where the Uniform Network Code Validation Rules prescnibe the wider tolerance
band referred to in Section M5.3.4(b) by reference to the Annual Quantity of the Supply
Mecter Point and;

(a) the User submits a Meter Reading (“Rejected Meter Reading™) for such
Supply Meter Point which fails validation because it falls outside the wider
tolerance band, but which all other respects i1s Valid: and

(b) the User 1s satisfied that the Meter Reading 1s valid (and would not fail
validation if the Annual Quantity were so changed).



AQ correction reasons (Eligible Causes)

Reason Code 1 — Theft of Gas

— Subject to validation that there is a confirmed valid Theft of Gas contact exists for the
AQ correction

Reason Code 2 — Change in Consumer Plant
— Mandatory system check to ensure ‘Supporting Information’ field to be populated

Reason Code 3 — Commencement of New Business or Discontinuance of an
existing Business activity

— System validation applied to verify that the confirmation effective date is within the
previous 3 months of the AQ correction

— Validation applied to check that the submitting User is not Q 25% or more Affiliate
with the previous User (introduced under Modification 0736)

Reason Code 4 — Tolerance Change

— System validation applied to verify that there is a UO1 file present for that site or a
system check that a UO01 file would be created if submitted



AQ corrections process

- Do the Review Group have any questions or views on the
current AQ Correction process?




Analysis of AQ Correction Utilisation




Total AQ Correction Submissions by Year/Month
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AQ Correction Analysis Summary
01/08/2018 - 01/05/2021

189,961
30,261 (15.93%)
154,887 (81.54%)
4,813 (2.53%)

15,088,299,772
13,327,030,411
-1,761,269,361

Please note, the figures in this slide include the volumes submitted during the spike in usage in December 2019 and
April/May 2020 seen in the previous slide.



FEB ADDITIONAL SLIDE
AQ Correction Analysis Summary
01/08/2018 - 01/02/2022

Total AQ Correction Submissions 112,545

Total Corrections requesting Increases in AQ 37,090 (32.96%)
Total Corrections requesting Decreases in AQ | 70,824 (62.93%)
Total Corrections requesting No Change in AQ | 4,631(4.11%)

Please note, the figures in this slide exclude the volumes submitted during the spike in usage in December 2019 and

April/May 2020 seen in the previous slide. It also extends to period to January 2022.




MARCH ADDITIONAL SLIDE
Xoserve Action from February Workgroup

0201 08/02/22 4. Reference Validation Applied to Reject AQ | Correla Pending
Corrections with a Value of 1 - Correla (JH) | (JH) Update
to examine the generation field reasons and due
provide a view on how these are being 08/03/22
utilised correctly or otherwise

Xoserve Response [ Update:

- Analysis has been carried out on a sample across the Industry of AQ
Correction submissions requesting no change in AQ.

- The analysis shows that it was predominantly one Shipper who submitted
these AQ Corrections with no change in AQ.

- The main reason provided within the Supporting Information field within the
file was ‘Incorrect pre Nexus AQ'.

- These AQ Corrections could have been made in error, and not with the
intention of applying a backstop date on certain AQs, as AQ corrections
cannot be utilised to retrospectively change AQs.



Total AQ change by Month / Reason

AQ Correction Reason 1 -Theft of Gas AQ Correction Reason 2 - Change in Plant
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FEB ADDITIONAL SLIDE
AQ Correction Submissions
Reason Codes 2 & 3 —-Jan’21 to Feb’22

2021 2022
Jan | Feb | Mar | Apr |May | Jun | Jul | Aug | Sep | Oct | Nov | Dec | Jan | Feb
2 - Change in Consumer Plant 2,278/6,158|4,863(3,294/1,352|1,841|5,155|2,566|1,327| 2,127 | 943 1,587 |2,476| 737
3 - Commencement of New Business 73 | 65 | 14 | 78 | 39 | 32 | 53 | 28 | 32 | 75 | 47 | 168 | 109 | 97
Total 2,351/6,223/4,977|3,372|1,391 (1,873 |5,208/2,594(1,359|2,202| 990 (1,755 (2,585| 834
7,000
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Please note, this data has been provided to show the behaviour for AQ corrections Reason Code 2 or 3 following the implementation of Modification 0736.




Scope of the Review Group




AQ Correction Review Scope

- The AQ Correction Review Group was raised to consider the following
questions:

« Scope of Review:
— Current AQ correction process (and analysis)

— Existing eligible causes (reason codes) set out within UNC (and
analysis)

- Validation currently set out within TPD G2.3 for each eligible cause
- Consideration of further eligible causes

— Further considerations
- Current backstop date which an AQ correction introduces

- Role of Performance Assurance Committee (PAC) in monitoring
and or potentially validating AQ corrections

» Consider the need for remedies or resolution where there has
been incorrect use of AQ corrections process

- Are these the correct questions to consider?



-
Eligible Cause — Change in Consumer Plant (Reason

Code 2)

Based on the analysis, Reason Code 2 has the highest volume of AQ correction submissions.

When submitting an AQ correction using Reason Code 2, the User is required to populate a free text

box to provide ‘Supporting Information’.

Below are the top 7 ‘Supporting Informmation’ reasons provided:

Miscellaneous
Meterless new connection site
To reflect property type

Excessive AQ caused by incorrect MEX reading, issue prior to supply or override flag sent in error.
Unable to adjust via Read Replacement

Erroneous AQ creating settlement imbalance and billing issues
Market breaker read failure

The AQ has been overinflated



Views on Eligible Causes (Reason Codes)

- Do the Review Group have any views on the current eligible causes
(reason codes)?

— Are the current eligible causes (reason codes) fit for purpose and
sufficiently cover the valid reasons for submitting an AQ Correction?

- Do the Review Group have any views on the current validation
applied to eligible causes (reason codes) by the CDSP?

— Are there views on what role the CDSP should play in validating
AQ corrections?

- What other instances arise that might need to be considered as a
valid reason to amend the AQ? Are there any further eligible causes
(reason codes) which are required?

— If so, what validation [ verification | oversight could be required
on these? And by whom?



Further considerations

- Backstop date:

o UK Link will not currently calculate a new AQ for 9 months after an AQ
correction goes live, although further AQ corrections can be submitted.

o Do the Review Group have views on the backstop date which an AQ
correction currently introduces for system AQ corrections?

* Role of Oversight

o Do the Review Group have views on whether an oversight role is required? If
so, what body would be best placed to do this — e.g. is this part of the role of
PAC in terms of monitoring and/or potentially validating AQ corrections?

- Does Workgroup need to consider need for remedies or
resolution where there has been incorrect use of the AQ
correction process?



February Review Group Meeting

Topics for Review Group Meeting 2:
- Assessment of existing eligible causes (and their validation)
- Consider whether further eligible causes are required

- Assess the backstop date which an AQ correction currently
introduces for system AQ calculations

+ Clarify the role of the CDSP in validating AQ corrections (existing
eligible causes and any new proposed causes).



Current Reason Code Validation

Current validation applied to the four existing Reason Codes are detailed in slide 12.

Based on the analysis, we know the highest volume of AQ correction submissions are
via Reason Code 2.

The Supporting Information field in the AQI file is mandatory for Reason Code 2 but
this is currently free text.

Are the Review Group comfortable with the current validation for Reason Code 2?

— Should the Sl be an agreed statement that the Shipper warrants the submission is for
a Change in Consumer Plant and the requested AQ is a accurate/true reflection on
the sites future consumption?

From the analysis we've seen, there are some AQ corrections submitted with no AQ
change. Do the Review Group have a view on these?

— Should there be a validation applied to reject AQ corrections with 1. no change to AQ,
ﬁ.éec?uests for AQs of ‘T, 3. requests for an AQ less than a de minimis amount e.g.
%|?



Potential Future Reason Codes

Based on analysis, we are aware of reasons for requesting an AQ change which may
not necessarily fit exactly into one of the current Reason Codes.

Potential future Reason Codes discussed at the last meeting:
— Changein use

— Vacant sites

- Potential new process being developed under 0778R which could proposal the
utilisation of the AQ correction process.

— Spurious historic reads impacting AQ calculation

Do the Review Group have views on these potential future Reason Codes?
Views on what validation should apply?




Current AQ Backstop Date

What is the AQ Backstop Date:

— When an AQ has been corrected via the AQ Correction process, a ‘backstop
date’ is automatically created. This means that no read/consumption data prior
to thlidqte will be considered for the Rolling AQ process. This will apply for 9
months.

The purpose of the backstop date is to prevent historical/incorrect/old consumption
data from being considered for future Rolling AQ calculations.

The purpose of the AQ correction process and Reason Codes is because the sites
consumption has changed and this must be reflected in the sites current AQ, now
and going forward. Going back prior to the new AQ effective date would revert the
AQ to its previous value.

The 9 months is also the minimum requirement for the system to carry out the
Rolling AQ process. In this period, the expectation is for a good Read history being
developed for the subsequent AQ calculation.

Do the Review Group have any views on the current AQ Backstop Date process?



March Review Group Meeting

Topics for Review Group Meeting 3:

o Follow-up on questions [ consideration raised last month

o Assess the role of the ‘oversight’

o Consider whether an oversight role is required and if so, what
body would be best placed to do this e.g. part of PAC role

o Consider the need for remedies where there has been incorrect
use of AQ corrections process



-
Follow-up considerations from February Workgroup

Session

AQ Correction Submissions - Reason Codes 2 & 3 — 01/01/2021 to
01/03/2022:

« Atthe last WG, members wanted to understand a bit more around
the peaks seen in February, March and July 2021.

- These are predominantly due to a Shipper challenging the default
AQ applied by the UIP to GT sites.

« These submissions were identified at the time and were discussed
with the Shipper and DNs.

2021 2022
Jan | Feb | Mar | Apr (May | Jun | Jul | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar
2 - Change in Consumer Plant 2,278 6,158 |4,863|3,294 (1,352|1,841|5,155 (2,566 | 1,327 | 2,127 | 943 | 1,587 |2,476| 737 (1,919

3 - Commencement of New Business | 73 65 | 14 78 39 32 53 28 32 | 75 | 47 | 168 | 109 | 97 | 38

Total 2,351(6,223| 4,977 | 3,372( 1,391 | 1,873 | 5,208|2,594 |1,359|2,202| 990 | 1,755 |2,585| 834 (1,957




Follow-ups to February Workgroup Session con'’t:

Further reason code suggestions
At the February WG, 2 further reason codes were mentioned:

- Outer read tolerances impacting rejections

o To confirm, Reason Code 4 covers Read failure as a result of the outer/wider
tolerance failure (Rejection code - MRE001027)

o For other Read rejections an override flag can be utilized
o Based on the above, Reason Code 4 covers this scenario

- Separate code for Net Zero trials

o There is currently a Net Zero ‘identifier’ (Network Indicator flag) which is set by
CDSP on behalf of a DN

o Sites subject to a trial are flagged so that Shippers know which one the site is

impacted by. Itis at MPRN level, and does not currently have any bearing on AQ
calculations

o Although the identifier has no bearing on AQ calculations, it does identify sites in
a trial. Could the possible new Reason Code — Change in Use combined with the
identifier track these sites rather than a separate AQ correction Reason Code for

NiAar 7Aar~AaD



Role of Oversight

Assess the role of the ‘oversight’

-« Currently PAC have visibility of AQ corrections by Reason Code and Shipper. This is
included in the PARR. Example report shown below:

Report Example:

Shipper use of AQ Correction

Shipper Short Jan Feb Mar [X]
Code

ABC 0 0 0 0
DEF 0 0 0 0
GHI 0 0 0 0
Industry Total 0 0 0 0

- There has been mention of sample checking specific AQ Correction reasons. Do the WG
believe this is required and if so, who should be responsible for undertaking the role? If a
sample check is required, is this based on numbers or direction movement that stands
out?

- Worth noting that PAFA is not currently funded to do any sampling or audit work.

- The CDSP (the AQ team) each month, on a exception basis, currently feed back the
results to Shippers, giving advice on any errors spotted and how to correct them.



Role of Oversight

Consider the need for remedies where there has been incorrect use of AQ corrections
process

« Under Modification 0736, clause G 2.3.31 states the AQ correction can be deemed as
not applied if the validation was not met.

« What are WG views on remedies where there has been an incorrect use of AQ
correction process?



Appendix

Rolling AQ:

e Annual Quantity represents the expected levels of average gas consumption for each SuPpIY Meter Point over a 12
month period under Seasonal Normal weather conditions. The AQ plays an important role of providing stability for
the industry in its various calculations.

Formula Year AQ (FYAQ):

. The Formula Year AQ sets a SLg)pIy Meter Point’s Transportation charges for the forthcoming gas year. The Formula
Year runs for a 12 month period beginning 1Ist April to 31st March in the following calendar year. The snapshot for
the FYAQ is taken on 1st December each year. The use of a single value for a Financial Year and four-month lead
time help to ensure stability in Capacity charges and accurate revenue recovery for Network Operators.

Supply Offtake Quantity (SOQ):

. Supply Offtake Quantity for Class 1 and 2 Supply Meter Points is the maximum amount of gas a site is expected to
use on a given day. It ensures that gas usage is managed, invoiced and planned correctly. For Class 3and 4
Supply Meter Points the Supply Offtake Quantity (SOQ) represents the expected peak consumption in a day during
extreme cold weather.

Backstop date:

. When an AQ has been corrected via the AQ Correction process, a ‘backstop date’ is automatically created. This
means that no read/consumption data prior to this date will be considered for the Rolling AQ process.



AQ process flow:

MONTHLY ROLLING AQ CALCULATION PROCESS

AQ Process Flow

MAY

AUG

SEPT

NOV

DEC

New formula year AQ/ SOQ
are issued in NRL file

New formula year AQ/ SOQ
values are applied on UK Link
from 1st April

Winter consumption review
with results issued in NRL file

New EUC definitions issued to
the industry in mid-August

New EUC codes are allocated
to all Supply Meter Points

New EUC and Winter
Consumption values are applied
in UK Link from 1st October

Snapshot of rolling AQ taken on
1st December for new formula
vear AQ/ SOQ

NOTES

The new Formmila Year AQ) represents 3 snapshot of a site’s
Bolling AQ on 01 December, unless a successfil comrection is
applied between the months of Tan — Mar

The new Formmila Year AQ) sefs a site's
‘transportation charges (classes 3 & 4 only) for
the forthcoming gas year (01 Apr— 31 Mar)

The new Winter Consumption value is made effective
01 October and can be challenged between M-14in.
Angust to M-15 in September (business days)

The new EUC definitions are
effective from 01 October —
30 September

The new EUC codes are effective 01 October and based on a
=ite's Rulling AQ) and new Winter Consumption (if applicable)
following the monthly AQ) caloulation in September

The new EUC code determines the load factor
0 be used in the S0OQ calculation and
THAALPs for the monthly AQ caloalation

The new Formmla Year A} snapshot of the Rolling AQ on
01 December can be challenzed with a snocessfinl A0
comection applied betwesn the months of Tan — Mar




Thank you

Any further points or questions?




