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What

NGT proposes to introduce a new provision within the Uniform Network Code (UNC) which permits the use of
Trials for NDM DSR to explore factors associated to the development of an NDM DSR tool. The Trial(s) will be
delivered through provisions already set out in System Management Principles Statement (SMPS) and
Procurement Guidelines. The development and use of such Trial(s) may lead to enduring developments that can
provide additional resilience and supplement Great Britain's (GB) energy security.

A Trial(s) would facilitate learning and data gathering which aids NGT’s longer-term thinking on the effectiveness
of a potential commercial tool which supports our wider resilience mechanisms and helps us to better understand
the risks of such a tool and identify potential mitigations. Additionally, by exploring this topic via a Trial(s) it
provides a more efficient route when compared to developing a solution which is implemented into the UNC
when the impacts may not be fully understood and as such may require unwinding from the UNC if it does not
work as originally intended.

NGT propose that the NDM DSR Trial(s) should be funded via Energy Balancing Neutrality where the costs
associated with balancing the network are socialised across the Shipper community. NGT consider that this is
an appropriate approach because DSR is a tool that is used to help address a national energy imbalance.

Why

In March 2023, the Department for Energy Security and Net Zero (DESNZ) published their ‘Powering Up Britain
- Energy Security Plan’* which states:

“The Government is working with NGT to increase the available volumes for industrial demand reduction for
winter 2023-24 and investigate options for how domestic and smaller business gas consumers could participate
more in future schemes”.

This Modification seeks to establish the necessary framework to help deliver this Government ambition.

NGT has progressed several DSR reforms in 2022/23 and plans to continue to develop DSR tools with the aim
of increasing both participation and the volume from the Daily Metered (DM) demand that can be accessed in
the event of supply tightness.

NGT has continued engagement with DESNZ and Ofgem to explore how domestic and smaller industrial and
commercial gas consumers could participate in the DSR market. NGT considers the use of a Trial(s) to explore
potential sources of NDM demand reduction to be an appropriate route before any enduring solution is developed
due to the potential risks of offering a process whereby NDM consumers can reduce their gas demand in return
for a payment (for example in relation to impacts on vulnerable consumers). The learnings from a Trial(s) will
then be reviewed and utilised to further develop industry thinking in relation to how an enduring product could
work and be implemented.

NGT recognise that further enhancements to pre-emergency tools would be welcome which have the potential
to further enhance Winter resilience.

For the avoidance of doubt, the scope of this Modification is limited to Trial(s) for NDM DSR.

1 Powering Up Britain: Energy Security Plan (publishing.service.gov.uk)
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How
UNC:
To deliver the proposed solution, NGT proposes to make the following changes:

NGT propose to introduce a new term into UNC TPD Section D and utilise existing provisions within the SMPS2
to enact NDM DSR Trial(s). In order to run an NDM DSR Trial(s), NGT would be required to publish a
Specification Document outlining the proposal and the details of the limited NDM DSR Trial(s).

The specification document would be subject to consultation and would require Ofgem determination to confirm
its approval, or rejection

NGT would only be able to proceed with the NDM DSR Trial(s) in the form consulted upon following approval
from Ofgem.

SMPS:

Section D of the SMPS provides an overview of the specific services for system management which are
documented in the table below. NGT considers that existing tools, services and provisions set out within the
System Management Services (SMS), as set out as Specific Services in the SMPS, provide an appropriate
mechanism for running NDM DSR Trial(s) to explore innovative enhancements and gain data from real life
market scenarios.

Specific Services for System Description
Management include

Energy Tools NGT may use the ICE Endex operated On-the-day Commodity
Market (OCM), or any other market mechanism or contract to
buy and sell gas for the purposes of system management.

Capacity Tools NGT may use the Gemini / Gemini exit system, or any other
market, mechanism or contract to buy and sell system NTS
Entry or Exit Capacity for the purposes of system
management.

Storage Services NGT may procure any storage service from storage facility
users, or any other market, mechanism or contract relating to
physical or commercially based storage products for the
purposes of system management.

Demand and Supply Management Services | NGT may incentivise Users or end consumers to enter into
contracts to affect desired gas flow offtake or delivery into the

system.
Other Commercial and Contractual NGT may develop further services or enter into contracts that
Services will enable it to better manage its operational and commercial
risks.

2 https://www.nationalgas.com/document/140971/download

UNC 0856 Page 4 of 15 Version 1.0
Final Modification Report 05 December 2023


https://www.nationalgas.com/document/140971/download

Joint Office ofcas Transporters

Authority Direction
NGT believes that this Modification requires Authority Direction for the following reasons:

e The introduction of an NDM Trial(s) within the regulatory framework constitutes a material change to the
arrangements in which we are operating and would be expected to result in additional costs to the
Shipper community due to the proposal stating that Trial(s) will be funded via the Energy Balancing
Neutrality mechanism.

Requested Next Steps

This Modification should:
e be considered a material change and not subject to Self-Governance.
e Dbe assessed by a Workgroup.

In order to deliver an NDM Trial(s) for Winter 2023/24 and thus meeting the expectations set out in the Powering
Up Britain — Energy Security Plan in regards to investigating options for how domestic and smaller gas
consumers are able to participate in future DSR schemes and engage adequately with the industry, NGT request
that additional workgroups are facilitated by the Joint Office in October, week commencing 16/10/23, and
potentially a contingency workgroup during the week commencing 06/11/23 where the workgroup report can be
finalised. These workgroups are requested for the industry to provide feedback and help develop the solution,
whilst being able to complete and return the Workgroup Report back to the UNC Panel on 16/11/23.

Workgroup’s Assessment

All Workgroup Participants agreed that this Modification should be subject to Authority Direction.

Driver for change

The Gas Demand Side Response (DSR) arrangements were introduced into the UNC in 2016 by Modification
0504 ‘Demand Side Response Methodology Implementation’. They provide a mechanism for large consumers
of gas to offer to reduce their gas demand in return for a payment which they define during times of system
stress when a Gas Balancing Notification (GBN) is in operation.

Subsequent UNC reforms Madification 0822 (Urgent) (Reform of Gas Demand Side Response Arrangements)
and Modification 0833 (Urgent) Enabling Demand Side Response (DSR) Market Offers to be made by Non-
Trading System Transactions have been implemented which aim to further increase both participation and the
financial incentives for large Daily Metered Consumers to participate. In August 2023 two further UNC
Modifications 0844 (Enabling Direct Contractual Arrangements with Consumers for Demand Side Response)
and 0845 (Enhancements to Demand Side Response (DSR) Arrangements including a D-5 Product) were
approved by Ofgem which aim to further increase both participation and the DSR volume which NGT can then
procure in advance of the Winter from large Daily Metered Consumers.

To date, all DSR reforms and Modifications have been focused on increasing participation from the Daily Metered
community and NGT remains focused on growing this market. However, NGT recognises that NDM consumers
could also play a key role in delivering gas demand reduction in the event of forecast system stress and thus
further enhance DSR as a pre-emergency tool.
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In March 2023, DESNZ published the Government’s ‘Powering Up Britain — Energy Security Plan’ which stated
an intention to work with NGT to continue developing DSR markets and “investigate options for how domestic
and smaller business gas consumers could participate more in future schemes”. Therefore NGT wishes to
explore with the industry how these sections of the market could participate and reduce their demand as part of
a commercial, pre-emergency tool.

NGT has engaged with some industry stakeholders to seek views regarding the introduction of an NDM reduction
scheme. These discussions yielded consistent feedback that a central financial stimulus would be key to
encouraging engagement from NDM consumers and that a direct contracting or balancing service arrangement
would be the most favourable medium to use in order to facilitate an NDM reduction from a provider who has
NDM consumers within their portfolio.

In order to explore and develop thinking further regarding how an NDM DSR product could work, NGT would
like to conduct Trial(s), enabled by a framework change within the UNC. The principle features of the Trial(s)
would be the ability to gather data, better understand risks and contribute towards longer term thinking on
whether the findings from the Trial(s) would be suitable for enduring industry reform.

Benefits

By introducing the concept of NDM DSR Trial(s) into UNC this would create additional flexibility for NGT to
innovate and trial NDM DSR solutions before developing full-scale products which can take a significant amount
of industry time and may not be utilised as much as originally planned. If these were tested through time-limited
Trial(s) it presents an opportunity to test key principles of such enhancements to one of our potential pre-
emergency tools and gather data which may either support or disprove a hypothesis. Furthermore, if successful,
the findings from the NDM DSR Trials will then directly feed into the development and enhancement of NGT’s
existing suite of pre-emergency DSR tools which could benefit NGT, Shippers, wider market participants,
consumers and the whole country because they would help mitigate the risk of a Gas Deficit Emergency (GDE).
Such trials would provide information for the industry to better understand and assess any such proposals and
the operation of these proposals.

If this Modification is approved, NGT would look to run NDM DSR Trials during Winter 2023/24 which would
provide valuable information and an opportunity to gather data on the level of interest, utilisation and the price
point required to encourage consumers to reduce consumption. As stated earlier in this Modification, NGT is
looking to explore options to encourage participation from domestic and smaller industrial and commercial
consumers. We recognise that requesting a demand reduction from this section of the market carries unique
risks which need to be carefully considered and navigated, especially when considering the interaction with
domestic demand and vulnerable consumers. This is another important factor for wishing to explore this topic
via time-limited Trials which would allow NGT to better understand these potential risks and to identify potential
mitigating factors before considering an enduring product or solution. As stated above the trials would also
provide the same information and data for the industry as a whole to consider.

Impacted parties
If this Modification is implemented, NGT foresees that the impacted parties include:
e NGT - through the new process and contractual arrangement
e NDM Consumers (Domestic and Non-Domestic) — through their interaction with the Trial
e Shippers — through a contractual relationship with Suppliers and Energy Balancing Neutrality costs

e Suppliers — Through a contractual relationship with the Shipper and NDM Consumers
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e Gas Distribution Networks and Independent Gas Transporters — If the consumers who are
participating in the Trial(s) are in their network, it could potentially impact their demand forecasting
accuracy.

Why is this a Code matter

The current UNC text / SMPS are very prescriptive regarding the tools and processes that NGT can undertake.
By introducing a framework where NDM DSR Trials can be enacted it would permit a greater level of flexibility
which NGT believe would result in innovation and more effective products being developed and deployed into
the market.

NGT is proposing to amend UNC TPD Section D to permit the use of NDM DSR Trials subject to the publication
of and public consultation on a specification document which Ofgem would be required to approve or reject
following the closure of the consultation .

What are the effects if this change is not made?

If this Modification is not implemented NGT would be unlikely to be able to run an NDM DSR Trial in Winter
2023/24 and thus be unable to explore the potential value of NDM DSR and it would result in not meeting the
aspirations outlined in DESNZ’s Powering Up Britain — Energy Security Plan. Additionally, this may prevent future
NDM DSR reforms from being delivered as effectively as possible because there would not be an opportunity to
Trial the key principles in a realistic scenario prior to such a proposal being developed and potentially
implemented. Therefore, this may inhibit NGT from acting as efficiently as possible because there may be a
requirement to implement UNC changes which subsequently require reforms to take into account real-life
learnings or developments which could have been obtained via the use of NDM DSR Trials.

4 Code Specific Matters

Reference Documents

System Management Principles Statement (SMPS) - A4 simple report 1-col no divider Nov 2019
(nationalgas.com)

Knowledge/Skills

None

5 Solution

If approved, this Modification will amend the UNC TPD section D to introduce a framework which enables NGT
to run NDM DSR Trials for the purposes of gathering data, contributing to longer-term thinking and helping to
better understand risks and have the trial funded by the Energy Balancing Neutrality mechanism.

If NGT wishes to run an NDM Trial, NGT will have to document and explain the following in a specification
document:

Trial Scope:
e The aims, objectives and success criteria of running the NDM DSR trial. The core objectives are to:

o Facilitate learning to assess the feasibility of an enduring NDM DSR product for the gas industry
including minimising impact on vulnerable consumers

o Better understand potential impacts on the wider energy system

UNC 0856 Page 7 of 15 Version 1.0
Final Modification Report 05 December 2023



https://www.nationalgas.com/gas-transmission/document/140971/download
https://www.nationalgas.com/gas-transmission/document/140971/download

Joint Office ofcas Transporters

o Make recommendations for feasible products as a result of learning from the NDM DSR trial(s)
Specify the eligibility requirements for being able to participate in the NDM Trials for the Service Provider
Document Payment Terms between NGT and service providers

Outline the contractual arrangements for the Service Provider which explains the roles, responsibilities
and any liabilities which arise as a result of participating in the NDM DSR trials

Estimated cost of the Trial / maximum spend or exposure for the Shipper community per NDM DSR trial.

o In the event of NGT wishing to obtain additional funding for an NDM DSR trial, NGT will be
required to engage with interested parties and Ofgem to describe the benefits of additional
funding and why the original funding quantity was not adequate.

o The specification document sets out the governance and process steps required

Expected duration which cannot be longer than 12 months

Trial Assessment

NGT will be required to document the extent to which the NDM DSR trial will contribute towards the
following factors:

o Promoting the efficient and economic operation of the pipeline system
o Coordinated, efficient and economic operation of
= The combined pipe-line system and/or
= The pipe-line system of one or more other relevant gas transporter

o Does the trial contribute towards a better understanding of how consumers will interact with
the NDM DSR product

o A more comprehensive understanding of how an NDM DSR reduction tool would impact the
whole energy system

Specification Document Consultation:

NGT shall be required to send the Specification Document to Ofgem prior to a public consultation which
NGT will then initiate, the public consultation will run for 28 business days unless otherwise agreed with
Ofgem

Following the closure of the consultation period, Ofgem determination is requested to Approve or Reject
the Specification Document which is specific to the Trial.

Payment:

Amounts (determined as provided in the Specification Document) payable to a Service Provider in
connection with the NDM Trial are additional Monthly Adjustment Neutrality Costs or Adjustments

The payments from Energy Balancing Neutrality to fund the Trial do not impact the the daily System
Average Price (SAP) or the System Marginal Prices (SMP)

Reporting requirements:

Within 2 months after the end of the Trial, NGT have an obligation to publish a report documenting the
results, findings, cost to the industry and an assessment against the success criteria and trial
assessment factors that were published within the Specification Document
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e NGT must also confirm if they intend to raise a Modification to implement the Trials concept on an
enduring basis.

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

None.

No Workgroup Participants disagreed.

Consumer Impacts

This Modification will allow NGT to further develop the Pre-Emergency DSR tools at its disposal. Therefore, it is
likely to improve the overall effectiveness of these tools and further reduce the likelihood of a GDE which would
entail significant cost and disruption to the industry and consumers, potentially requiring firm load shedding and
the isolation of domestic consumers.

If this Modification is implemented and NDM DSR Trials are conducted it will introduce new incentives for NDM
consumers who are participating in the trials to reduce their consumption for a limited period of time. In return
for voluntarily reducing their consumption, they will receive a payment associated with the reduction. As a result
of the reduction, consumers can also expect to receive lower gas bills for the period(s) where they have reduced
their consumption when compared to others who have not participated in the Trials.

The learnings from the Trials will be considered and may feed into the potential development of an enduring,
product and suite of pre-emergency DSR tools which would enable NGT to incentivise NDM consumers to
reduce their consumption in times of a supply tightness.

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

Currently, there is no central product either enduring or on a trial basis which is aimed at NDM consumers which
incentivises them to reduce their gas consumption in return for payment. The existing DSR arrangements are
aimed at large industrial and commercial consumers and operate under an ‘option and exercise’ regime. Smaller
consumers have been able to interact with National Grid ESO’s (ESO) Demand Flexibility Service (DFS) which
encourages consumers to reduce or alter their electricity consumption over a short period of time in return for
payment. Therefore, they are more familiar with a demand reduction product or trials than ever before.

Impact of the change on Consumer Benefit Areas:
Area Identified impact

Improved safety and reliability Positive

By permitting NGT to run Trials to develop ours the and industry’s understanding of the
viability or appropriateness of a NDM DSR product, it has the potential to improve the
safety and reliability of the network and improve resilience. Due to the nature of a Trial
which is limited in scope, size and duration, it provides an opportunity to test and
understand solutions in a more controlled environment which is likely to contribute towards
the safety and reliability of the network.
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Lower bills than would otherwise be the case Positive

If this Modification is implemented and the Specification Document is approved by Ofgem,
NGT plan to run Trials for NDM DSR during winter 2023/24. During this Trial, consumers
would be incentivised to reduce their consumption over specified periods of time. Due to
consumers who are participating in the NDM DSR Trials, reducing their consumption more
than they would have normally, they would generally receive lower gas bills. Additionally,
they would receive payment for the reduction they have been able to deliver during the

trials.

Reduced environmental damage None
None

Improved quality of service Positive

Currently, there are no provisions which permit NGT to run NDM DSR Trials. If
implemented, there would be greater opportunities to take onboard feedback for future
enhancements which could in the first instance be utilised via Trials.

If NDM DSR Trials are approved (subject to the Modification being implemented), it will
provide some NDM consumers the opportunity to participate in the development of a
solution which benefits GB and their own security of supply.

Benefits for society as a whole Positive

The learnings from the NDM DSR Trials will contribute towards longer-term thinking which
is likely to feed into an enduring NDM DSR product which will enhance the overall GB
security of supply by helping to mitigate the changes of a GDE. If a GDE occurred, it would
likely have a severe economic and societal impact on the country.

Workgroup Assessment

Following a minor change made by the Proposer to the wording above in the section ‘Lower bills than would
otherwise be the case’, Workgroup Participants did not contradict any of the claims made by the Proposer.
Cross-Code Impacts

A Workgroup Participant agreed to investigate whether there may be a requirement to produce a “mirror
Modification” within the iGT UNC. The iGT Representative subsequently confirmed to the Proposer that the iGT
UNC Section D points to the UNC and so no change in the iGT UNC would be needed.

EU Code Impacts

None at this stage. However, if the trials lead to an enduring product being developed it may have interaction
with the EU Balancing Code because it may be considered a Balancing Service.

Central Systems Impacts

None.

It is not expected that there will be any central system impacts in order for NGT to run NDM DSR Trials. If there
were to be a system change this would be captured within the specification document and would be subject to
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consultation and an Ofgem decision. However, due to the time-limited nature of Trials, we do not anticipate there
to be system change requirements for such Trials.

However, the Central Data Services Provider (CDSP) are likely to have process changes or additional processes
in order to facilitate the payments to Shippers following the Consumer demand reduction.

Workgroup Assessment
A Workgroup Representative for the CDSP provided the following note;

In terms of the introduction of allowing NDM DSR trials, for this principle, we would not expect any CDSP system
changes. The concept of funding through Energy Balancing Neutrality, which Modification 0856 proposes for the
trials, is existing functionality that the CDSP have a process for.

Considering a specific trial, the impact on CDSP systems and more likely processes would need to be assessed
on a case-by-case basis. It is expected that at a minimum an NDM DSR trial would require CDSP support in
terms of administering payments for entering DSR trials. The expectation is that payments will be made to
Shippers rather than end consumers. Impacts on the CDSP will need to be assessed under the specific trial and
this would need to include any other requirements as a result of the trial, in addition to administering payments,
such as provision of data.

Performance Assurance Considerations

Workgroup Participants have not identified any concerns and noted that the PAC has also considered this
Modification.

Initial Representations

None

Panel Questions
An interim report for Panel was delivered on 19 October containing the following text;

Panel Question 1 - NGT outlined, and Workgroup Participants agreed that this Proposal would not sit within the
scope of the Derogation mechanism because it seeks to introduce a new facility into the Code rather than
suspend an existing obligation.

Panel Question 2 — Workgroup Participants identified that the criteria for assessing the success of a trial should
include identifying whether a particular intervention results in demand reduction or demand transfer. Workgroup
Participants agreed that this is a matter for inclusion in the Specification document rather than in the Modification
itself although the Modification could set out some generic criteria which each Specification should include. NGT
agreed to consider inserting items such as impact on other energy systems and impact on consumer welfare.

Panel Question 3 — Workgroup Participants agreed that the proposed timetable for development of the Proposal
may be achieved (final Workgroup Report for November Panel) with a caveat that whilst the Proposal is a
Facilitating Modification, the most important detail will need to be set out in the Specification of the trial and the
terms and conditions of contract for any Service Providers engaged for the trial. Workgroup Participants declared
a preference for early sight of these documents to assist with their engagement.

Workgroup Impact Assessment

All Workgroup Participants agreed that the development of this Modification had followed the input and feedback
provided through the Workgroup process and that the Proposer has brought forward proposals for the supporting
information and documentation that has assisted that development. Workgroup Participants agreed that the
Proposer had addressed their concerns through Amendments to the Proposal.
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7 Relevant Objectives

Impact of the Modification on the Transporters’ Relevant Objectives:

Relevant Objective Identified impact
a) Efficient and economic operation of the pipe-line system. Positive
b) Coordinated, efficient and economic operation of Positive

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

(i) 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 None
secure 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 Positive
Code.
g) Compliance with the Regulation and any relevant legally binding None

decisions of the European Commission and/or the Agency for the Co-
operation of Energy Regulators.

Relevant Objective a) “Efficient and economic operation of the pipe-line system” is furthered by this
Modification which is designed to create a framework which permits NGT to test key principles of a NDM DSR
product via the use of Trials. Trials would allow NGT to explore potential enhancements to existing tools and
develop new ones by gathering data, and better understanding risks which will be vital when considering the
suitability and development of future DSR tools.

Additionally, this Relevant Objective is furthered by this Modification as it is designed to further our thinking and
deliver enhancements to our DSR pre-emergency tool thus helping to mitigate the risk of a supply shortage
escalating to a declaration of a GDE. In the event of a GDE being declared and compulsory firm load shedding
taking place this would result in disruption and inefficiency in the operation and use of the network as some
parties that would wish to be taking gas would be prevented from doing so.

Relevant Objective b) “Coordinated, efficient and economic operation of (i) the combined pipe-line
system, and/ or (ii) the pipe-line system of one or more other relevant gas transporters” is furthered by
this Modification because NGT intends to explore the key concepts behind an NDM DSR product. The learnings
from this Trial may have a direct contribution towards GB’s security of supply due to such a product providing a
potential additional mitigating action in preventing a GDE from being declared. If such an event occurred, in
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addition to firm load shedding on the NTS, Gas Distribution Networks may be given instructions to implement
the shedding of firm loads within their networks resulting in disruption and inefficiency at the LDZ level too.

Relevant Objective f) “Promotion of efficiency in the implementation and administration of the Code” is
furthered by this Modification because it may prevent full-scale solutions being implemented into the UNC which
later have to be reformed or withdrawn due to first-year operational learnings.

Workgroup Assessment of Relevant Objectives

A Workgroup Participant observed that the narrower scope of the Amended Modification has made it easier to
support this Proposal.

No Workgroup Participants objected to the comments made by the Proposer in support of Relevant Objectives

a) and b).

In respect of Relevant Objective f) Promotion of efficiency in the implementation and administration of the Code,
a Workgroup Participant observed that a generic approval of trials may not necessarily be positive and that this
particular Relevant Objective ought to be viewed as neutral.

8 Implementation

Implementation is sought by late December 2023 / early January 2024 to allow time for NGT time to produce a
Specification Document for an NDM DSR Trial to be run in March — April 2024.

Therefore, the following implementation dates are suggested:
If a decision is received by 21 December 2023, the implementation date should be 22 December 2023
If a decision is received by 27 December 2023, the implementation date should be 28 December 2023.

If a decision is received after 28 December, implementation should be on the next business day thereafter.

9 Legal Text

Text Commentary

The legal text and associated commentary shall be provided prior to the beginning of the consultation period and
will consist of a new section within UNC TPD Section D to permit the use of Trials for NDM DSR product
development.

Text

Available at: https://www.gasgovernance.co.uk/0856

Workgroup Assessment

The Workgroup considered the draft Legal Text presented on 02 November and is satisfied that it meets the
intent of the Solution.

10 Consultation

Representations were invited from interested parties on 17 November 2023. All representations are
encompassed within the Appended Representations section, including any initial representations.
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The following table provides a high-level summary of the representations. Of the 7 representations received 1
supported implementation, 5 offered qualified support, and 1 provided comments.

Representations were received from the following parties:

Organisation Response Relevant Objectives

Cadent Gas Limited Qualified Support a) Positive
b) Positive
f) None

Centrica Qualified Support a) Positive
b) Positive
f) None

Citizens Advice Qualified Support a) Positive
b) Positive
f) None
d) Negative

National Gas Transmission Support a) Positive
b) Positive

f) Positive

E.ON Qualified Support f) Positive
g) Positive

f) Positive

Scottish Power Comments a) Potentially (subject to more detail)
b) Potentially (subject to more detail)
f) None

SGN Qualified Support a) Positive

b) Positive

f) Positive
Please note that late submitted representations may not be included or referred to in this Final Modification
Report. However, all representations received in response to this consultation (including late submissions) are

published in full alongside this Report and will be taken into account when the UNC Modification Panel makes
its assessment and recommendation.

11 Panel Discussions
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12 Recommendations

Panel’s Recommendation to Interested Parties

The Panel have recommended that this report is issued to consultation and all parties should consider whether
they wish to submit views regarding this Modification.

13 Appended Representations

No Initial Representations

Representation - Cadent Gas Limited
Representation — Centrica

Representation — EON

Representation — Citizens Advice
Representation - National Gas Transmission
Representation — SGN

Representation — Scottish Power
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Representation - Draft Modification Report UNC 0856

Introduction of Trials for Non-Daily Metered (NDM) Demand Side
Response (DSR)

Responses invited by: 5pm on 04 December 2023

To: enquiries@gasgovernance.co.uk

Please note submission of your representation confirms your consent for publication/circulation.
Representative: Edward Allard
Organisation: Cadent Gas Limited
Date of Representation: 29" November 2023

Support or oppose Qualified Support
implementation?

Relevant Objective: a) Positive

b) Positive

f) None
Relevant Charging Not Applicable
Methodology
Objective:

Reason for support/opposition: Please summarise (in one paragraph) the key
reason(s)

Cadent are principally supportive of this modification, as its’ implementation enables the
design of Non-Daily Metered (NDM) Demand Side Response (DSR) trials, which are then
subject to consultation and Ofgem approval. We believe the trialling of DSR trials amongst
this customer group has the potential to offer significant learning which can shape future
DSR products.

However, our support for recommended approval of this modification is qualified by several
caveats:

e |tis understood that our general support for this modification doesn’t guarantee our
backing of individual trials at the specification consultation stage. Our support for
individual trials will be assessed on the merits of the Specification Document, as
well as National Gas'’s identification and proposed mitigation of risks associated with
the delivery of NDM DSR trials — e.g., treatment of vulnerable customers,
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unintended consequences on the National Gas Emergency Service,
communications, and messaging to consumers etc.

e That during trial reporting/evaluation, consideration is given to NDM customers
behaviours when opting to use less gas. For example, does a domestic customer
decreasing their usage of their gas central heating in favour of using an electric fan
heater represent success and the intent of the trial; particularly, as some alternative
heat sources are less efficient, and may use gas as part of power generation. We
would expect any trial Specification Document published for consultation to include
detail on how National Gas will evaluate this impact.

We have outlined our rationale to support our views on the impacts on the relevant
objectives (above):

Relevant Objective a) “Efficient and economic operation of the pipe-line system” =

We believe that this modification furthers relevant objective A. This modification acts as an
enabler for NDM customers to participate in Demand Side Response (DSR) trials. Trials
will be subject to their specifications being consulted upon and obtaining approval from
Ofgem. NDM DSR trials will offer National Gas Transmission and wider industry with
valuable insights that will either enhance the overall effectiveness of NDM DSR or provide
learning to suggest that NDM DSR returns lower benefit than forecasted. Both scenarios
could mitigate the impact and avoid future national gas supply emergencies, ensuring the
continued efficient and economic operation of the pipe-line system.

Relevant Objective b) “Coordinated, efficient and economic operation of (i) the combined
pipe-line system, and/or (ii) the pipe-line system of one or more other relevant gas
transporters” =

We believe that this modification furthers Relevant Objective B and agree with the
proposer’s rationale relating to the furthering of this relevant objective. NDM DSR trials
would assist in the creation of sustainable longer-term tools that could improve the
coordination of the NTS (primary transporter) and DNs (secondary transporters) and
maintain the economic and efficient operation of the pipe-line system when managing
future National Gas Supply Emergencies.

Relevant Objective f) “Promotion of efficiency in the implementation and administration of
the Code” =

It is Cadent’s view that the modification is neutral, in that it neither furthers nor negatively
impacts Relevant Objective F. We believe that whilst the conducting of trials prior to lasting
change is sensible, it doesn’t fully eliminate the possibility of trials not identifying insights
that need to be considered for permanent code changes.

Implementation: What lead-time do you wish to see prior to implementation and why?

The modification should be implemented as soon as reasonably practical following
authority decision, so as to enable the proposer to consult on its proposed trial
specification(s).
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Impacts and Costs: What analysis, development and ongoing costs would you face?

No costs or impacts resulting from implementation of the modification identified. NDM
DSR trials have the potential to impact Cadent (e.g., usage of gas emergency service
etc.), but impact and costs would be assessed as part of the specification document
consultation.

Legal Text: Are you satisfied that the legal text will deliver the intent of the Solution?
We are satisfied that the Legal Text will deliver the intent of the solution.

Are there any errors or omissions in this Modification Report that you think should
be taken into account? Include details of any impacts/costs to your organisation that are directly
related to this.

None

Please provide below any additional analysis or information to support your
representation

Nothing further to add.

We trust that this information will assist in the completion of the Final Modification
Report.

Please contact me on 07891670444 (Edward.allard@cadentgas.com) should you
require any further information.

UNC 0856 Page 3 of 3 Version 1.0
Representation 16 November 2023


mailto:Edward.allard@cadentgas.com

Joint Office ofcas Transporters

Representation - Draft Modification Report UNC 0856

Introduction of Trials for Non-Daily Metered (NDM) Demand Side
Response (DSR)

Responses invited by: 5pm on 04 December 2023

To: enquiries@gasgovernance.co.uk

Please note submission of your representation confirms your consent for publication/circulation.
Representative: Kirsty Ingham / Oorlagh Chapman
Organisation: Centrica
Date of Representation: 4 Dec 2023

Support or oppose Qualified Support
implementation?

Relevant Objective: a) Positive

b) Positive

f) None
Relevant Charging Not Applicable
Methodology
Objective:

Reason for support/opposition: Please summarise (in one paragraph) the key
reason(s)

We support this Modification in principle as an enabler for NDM DSR trials to be
developed with relevant stakeholders, and to be designed with goals including
consideration and protection of vulnerable gas users, consumer safety and clear
definitions of the desired outcomes.

Significant work is required to progress to the stage of launching trials. There are many
gas-specific issues that need to be addressed, and which make the development of
frameworks for NDM DSR much more complex than those for the electricity Demand
Flexibility Service. We are keen to engage with NGT and other relevant parties on the
understanding and development of solutions, prior to the introduction of any genuine
trial.

Relevant Objective a) “Efficient and economic operation of the pipe-line system”

As an enabling Modification, ahead of the detailed development of trials and any wider
implementation, there is potential for positive impacts against baseline.
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Relevant Objective b) “Coordinated, efficient and economic operation of (i) the combined
pipe-line system, and/or (ii) the pipe-line system of one or more other relevant gas
transporters”

As an enabling Modification, ahead of the detailed development of trials and any wider
implementation, there is potential for positive impacts against baseline.

Implementation: What lead-time do you wish to see prior to implementation and why?

The Modification itself may be implemented this winter, however due to the many issues
that need to be addressed in order for trials to go ahead, including those associated with
vulnerable customers and practical implementation in a gas context, we suggest that it is
overly ambitious for NGT to intend to begin trials in winter 2023.

Impacts and Costs: What analysis, development and ongoing costs would you face?

No costs or impacts from the Modification itself. There will be costs and impacts from
the development of scope, terms and implementation of the subsequent trials
themselves, but this cannot yet be quantified.

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

Are there any errors or omissions in this Modification Report that you think should

be taken into account? Include details of any impacts/costs to your organisation that are directly
related to this.

None.

Please provide below any additional analysis or information to support your
representation

This Modification was discussed as part of Transmission Workgroup, which is generally
attended by those concerned with transmission network related issues. In our view there
has been insufficient engagement with suppliers of NDM customers, as the parties most
directly impacted by the trials that will result from the Mod. We would welcome further
engagement on NDM DSR in a more suitable, or preferably specific, forum with experts
present.
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Representation - Draft Modification Report UNC 0856

Introduction of Trials for Non-Daily Metered (NDM) Demand Side
Response (DSR)

Responses invited by: 5pm on 04 December 2023

To: enquiries@gasgovernance.co.uk

Please note submission of your representation confirms your consent for publication/circulation.
Representative: Sam Hughes
Organisation: Citizens Advice
Date of Representation: 4/12/23

Support or oppose Qualified Support
implementation?

Relevant Objective: a) Positive

b) Positive

f) None

d) Negative
Relevant Charging Not Applicable
Methodology
Objective:

Reason for support/opposition: Please summarise (in one paragraph) the key
reason(s)

Summary

We support the modification as an enabling modification provided our concerns about
the implementation of a trial can be addressed in the specification. Overall the potential
benefits of the enabling modification outweigh our competition concerns, but competition
should be considered for any future wider rollout of gas DSR.

Mitigations

For the reasons set out by the proposer we understand the benefits to NGT of trialling
Demand Side Response among non-daily metered customers, including domestic and
small business customers. This would provide an evidence base on which to assess the
future potential of gas demand side response from these customers, particularly to
support energy resilience and help mitigate the risk of a Gas Deficit Emergency (GDE).
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This modification is essentially an enabling modification as it does not implement the trial
without further agreement and consultation on the terms and conditions and specification
documents, with formal approval from Ofgem.

We consider that the use of demand side response in gas is a materially different
proposition to its use in the electricity sector by the Electricity System Operator. With
85% of homes using gas for heating, the gas reduction strategies that can be used,
particularly by domestic customers, are more limited to reducing gas from heating and
cooking. We therefore expect risks to consumers in winter and during a cost of living
crisis to be higher, and particularly for customers in vulnerable circumstances.

Mitigations are being explored by NGT outside of the UNC process. Suitable mitigations
should be an essential criteria for Ofgem’s assessment of the trial.

Evaluation

However, it is also essential that any trial that does take place includes a robust
evaluation process which understands consumers’ experience of taking part (or not
taking part). A system level assessment would not, on its own, suitably demonstrate
whether a trial has met the success criteria.

Requirements for a consumer experience evaluation are not explicitly referred to in the
modification, draft terms and conditions document, or draft specification document.
Although it may not be required to deliver the solution of the modification, we consider
this to be essential and would urge NGT to ensure this is included as part of any
specification, and that Ofgem requires its inclusion.

Relevant objectives

For the reasons set out below (Impacts and Costs) we consider that the modification is
likely to be negative against relevant objective d) Securing of effective competition.
However, we also note that relevant objective d) does not appear to suitably account for
the potential for effective competition between shippers, suppliers and third parties in
circumstances such as flexibility/demand side response.

Our views about the modification being positive for relevant objectives a) and b) are
provisional on specifications for a trial providing suitable protections to consumers, and
particularly those in vulnerable circumstances.

Implementation: What lead-time do you wish to see prior to implementation and why?
N/A
Impacts and Costs: What analysis, development and ongoing costs would you face?

Our understanding is that a gas demand side response trial, as written, would not be
able to facilitate competition between current gas shipper/suppliers and third parties.
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Although limited, the ESO’s demand flexibility scheme does enable competition as
consumers can choose between their supplier or a number of third parties, enabling
consumers to seek the best reward for their electricity reduction efforts.

Consumers may be unlikely to switch suppliers for the purpose of a trial. In the absence
of effective competition in a gas DSR trial, there is a risk that gas shipper/suppliers do
not pass on a fair payment to consumers for any gas reductions they achieve.

We would strongly encourage NGT and Ofgem (when assessing the trial specification
document) to ensure that if competition cannot be practically achieved from the
modification solution, that consumers are otherwise protected and shipper/suppliers only
retain the proportion of payments from NGT which are appropriate for the efficiently
incurred costs required to facilitate the trial.

Legal Text: Are you satisfied that the legal text will deliver the intent of the Solution?
The legal text has not been reviewed.

Are there any errors or omissions in this Modification Report that you think should

be taken into account? Include details of any impacts/costs to your organisation that are directly
related to this.

N/A

Please provide below any additional analysis or information to support your
representation

N/A

UNC 0856 Page 3 of 3 Version 1.0
Representation 16 November 2023



Danracantatinn - Draft Modification Report UNC 0856

Joint Office of cas Transporters
i uuu!..fl.(iu;rl Ulp |t||a|S for Non-Dain Metered (NDM) Demand Side
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Responses invited by: 5pm on 04 December 2023

To: enquiries@gasgovernance.co.uk

Please note submission of your representation confirms your consent for publication/circulation.

Representative: Andrew Eisenberg
Organisation: E.ON
Date of 4 December 2023

Representation:

Support or oppose Qualified Support
implementation?

Relevant Objective: a) Positive
b) Positive
f) Positive

Relevant Charging Not Applicable
Methodology
Objective:

Reason for support/opposition: Please summarise (in one paragraph) the key
reason(s)

We support the modification in principle, and believe the trials approach is an
appropriate framework which reflects the flexibility and innovation required to improve
energy security and mitigate risk of a Gas Deficit Emergency.

The proposed approach in our view furthers all three objectives, including objective f).
The trials-based approach promotes code implementation and administration efficiency
as it allows lessons to be learned and risks to be understood fully before further change,
and decreases the risk of need for any change to be reversed.

That said, we do not necessarily support individual trials, and such support is dependent
on the specification document.
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We are concerned about financially incentivising domestic customers, especially those
who have both physical and financial vulnerabilities, to reduce gas consumption during
the coldest periods of the year.

We also share concerns that the flexibility available to a domestic consumer to reduce
gas consumption is more limited than is available for electricity, and there is therefore
inherent potential for essential gas demand for heating and cooking to be transferred to
electricity demand instead. This would likely increase gas generation, and potentially
lead to payments to consumers for behaviour which may in reality have no net benefit on
gas demand reduction.

We would expect that any specification document would specify how these risks will be

mitigated through the trial, and how the trial intends to better inform the industry in these
key areas of concern. We would view these issues as integral to assessing the success
or otherwise of a trial.

We are keen to ensure trials are value for money and therefore are not provided with
uncapped funding. The provisions in the legal text requiring Authority approval for
additional funds is therefore sensible governance. We note the commitment within the
solution to engage with interested parties as well as the Authority in such a scenario, and
we would expect those interested parties to include Suppliers and Shippers.

Implementation: What lead-time do you wish to see prior to implementation and why?
Implementation as soon as practicable if trials are to commence this winter.
Impacts and Costs: What analysis, development and ongoing costs would you face?
Development and operational costs if participating in a trial.

Legal Text: Are you satisfied that the legal text will deliver the intent of the Solution?
Yes

Are there any errors or omissions in this Modification Report that you think should

be taken into account? include details of any impacts/costs to your organisation that are directly
related to this.

No

Please provide below any additional analysis or information to support your
representation

N/A
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Representation - Draft Modification Report UNC 0856

Introduction of Trials for Non-Daily Metered (NDM) Demand Side
Response (DSR)

Responses invited by: 5pm on 04 December 2023

To: enquiries@gasgovernance.co.uk

Please note submission of your representation confirms your consent for publication/circulation.
Representative: Matt Newman
Organisation: National Gas Transmission (NGT)
Date of Representation: 04" December 2023

Support or oppose Support
implementation?

Relevant Objective: a) Positive

b) Positive

f) Positive
Relevant Charging Not Applicable
Methodology
Objective:

Reason for support/opposition: Please summarise (in one paragraph) the key
reason(s)

As Proposer, NGT supports implementation of this Modification proposal. It is designed
to introduce a framework which permits NGT to run Trials for Non-Daily Metered (NDM)
Demand Side Response (DSR) where payments made to Consumers / Service
Providers associated to a reduction in consumption are funded by the Energy Balancing
Neutrality mechanism. The use of NDM DSR Trials will facilitate learning and data
gathering which will support NGTs and the industry’s longer term thinking on the
suitability and effectiveness of a potentially enduring NDM DSR tool.

NGT believe that Relevant Objective a) “Efficient and economic operation of the pipe-line
system” is furthered by this Modification which is designed to introduce a framework
which permits NGT to run Trials for the purpose of developing our thinking around NDM
DSR. The learnings and recommendations from the Trials have the potential to increase
the range of tools available to the Gas System Operator to mitigate a Gas Deficit
Emergency (GDE) if an enduring product is subsequently developed.
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Relevant Objective b) “Coordinated, efficient and economic operation of (i) the combined
pipe-line system, and/ or (ii) the pipe-line system of one or more other relevant gas
transporters” is also furthered by the Modification because the learnings from this
Modification may have a direct contribution towards enhancements in GB’s security of
supply and mitigating against a GDE. If a GDE did occur, it may result in firm load
shedding on the NTS and Distribution Networks. Resulting in disruption and inefficient
operation on the Network due to some parties being prevented from taking gas when
they would have planned to do so. Implementation of this Modification allows DSR to be
utilised by new consumer groups and has potential to increase the effectiveness of the
DSR tools available and therefore enhance the efficient operation of the networks.

NGT note that workgroup participants did not disagree with the arguments put forwards
for Relevant Objectives (a) and (b).

NGT consider that Relevant Objective f) “Promotion of efficiency in the implementation
and administration of the Code” is also furthered because it may prevent full scale
solutions being implemented into the UNC which are then not fully utilised or need to be
reformed/removed due to first year operational learnings. However, it is important to note
this Relevant Objective is secondary to (a) and (b).

Additionally, due to the interaction with Domestic and potentially vulnerable consumers
and the unique risks which are associated to this group, NGT consider that the
introduction of an enduring solution at this time would not be appropriate because of
these interactions, the industry needs to better understand the product and any
unintended consequences of it. By exploring these risks in a more controlled
environment and at a smaller scale, they can be more easily managed and potential
mitigations identified.

Implementation: What lead-time do you wish to see prior to implementation and why?

As stated in the Modification, NGT propose that the implementation date should be the
next business day following the Authority’s decision.

A decision from the Authority is sought in early January 2024. In the event of a positive
decision, NGT intend to publish an associated ‘Specification Document’ which is
required pursuant to Modification 0856 to enable the proposed NDM DSR Trials that we
are aiming to run within the Winter Period.

Impacts and Costs: What analysis, development and ongoing costs would you face?

NGT will face increased OPEX costs associated with resourcing and running the trials.

The Modification Proposal confirms that payments to Service Providers / Consumers for
NDM DSR Trials will be funded via the Energy Balancing Neutrality mechanism.

Additionally, there will be an impact on the CDSP to enable the money flows to the
service providers, however at this time it is believed that this can be accommodated from
a trial perspective within existing service lines.
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Legal Text: Are you satisfied that the legal text will deliver the intent of the Solution?

Yes, NGT believe the proposed legal text will permit the use of Trials for NDM DSR
which are funded by Energy Balancing neutrality.

Are there any errors or omissions in this Modification Report that you think should

be taken into account? Include details of any impacts/costs to your organisation that are directly
related to this.

N/A.

Please provide below any additional analysis or information to support your
representation

N/A.
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Representation - Draft Modification Report UNC 0856

Introduction of Trials for Non-Daily Metered (NDM) Demand Side
Response (DSR)

Responses invited by: 5pm on 04 December 2023

To: enquiries@gasgovernance.co.uk

Please note submission of your representation confirms your consent for publication/circulation.
Representative: Claire Louise Roberts
Organisation: ScottishPower
Date of Representation: 4™ December 2023

Support or oppose Comments
implementation?

Relevant Objective: a) Potentially (subject to more detail)

b) Potentially (subject to more detail)

f) None
Relevant Charging Not Applicable
Methodology
Objective:

Reason for support/opposition: Please summarise (in one paragraph) the key
reason(s)

ScottishPower welcome the opportunity to respond to this consultation. Whilst we are in
support of such initiatives that look to reduce stress on the gas networks, the
modification lacks details of any potential benefits.

We do not have sufficient information to confirm our support or otherwise without
additional detail for example an estimated demand reduction and understanding what
the customer journey will be. We understand that “in order to run an NDM DSR Trial(s),
NGT would be required to publish a Specification Document outlining the proposal and
the details of the limited NDM DSR Trial(s). The specification document would be subject
to consultation and would require Ofgem determination to confirm its approval, or
rejection NGT would only be able to proceed with the NDM DSR Trial(s) in the form
consulted upon following approval from Ofgem.” This will give us additional opportunity
to comment on the details.
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Implementation: What lead-time do you wish to see prior to implementation and why?

Subject to Ofgem decision, Shippers would need sufficient time to engage with
consumers and make any necessary changes.

Impacts and Costs: What analysis, development and ongoing costs would you face?

We anticipate that there will be a cost, however we have not been able to fully impact
assess these within the timescales given and as a result of the lack of detail.

Legal Text: Are you satisfied that the legal text will deliver the intent of the Solution?
Not reviewed

Are there any errors or omissions in this Modification Report that you think should

be taken into account? Include details of any impacts/costs to your organisation that are directly
related to this.

No comment

Please provide below any additional analysis or information to support your
representation

Nothing further to add
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Representation - Draft Modification Report UNC 0856

Introduction of Trials for Non-Daily Metered (NDM) Demand Side
Response (DSR)

Responses invited by: 5pm on 04 December 2023

To: enquiries@gasgovernance.co.uk

Please note submission of your representation confirms your consent for publication/circulation.
Representative: David Mitchell
Organisation: Scotland Gas Networks Ltd and Southern Gas Networks Ltd
Date of Representation: 4™ December 2023

Support or oppose Qualified Support
implementation?

Relevant Objective: a) Positive

b) Positive

f) Positive
Relevant Charging Not Applicable
Methodology
Objective:

Reason for support/opposition: Please summarise (in one paragraph) the key
reason(s)

SGN would like to offer qualified support in response to this modification consultation.
SGN can see the merit of this modification as it will introduce a process that will enable
National Gas Transmission to run limited time trials for Non-Daily Metered Demand Side
Response that will then be subject to consultation and an Ofgem direction before
potentially being implemented. Our qualified support is subject to future trials being
rigorously considered and any consequential impacts being fully understood so that
informed decisions are taken. We would strongly encourage the proposer to ensure that
trails are fully communicated to industry parties and end consumers who may be
involved in the process as this will no doubt impact the success of any trials.

Implementation: What lead-time do you wish to see prior to implementation and why?

The modification should be implemented as soon as practical following an authority
determination.
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Impacts and Costs: What analysis, development and ongoing costs would you face?

SGN has not identified any costs resulting from the implementation of this modification,
however we may be impacted by the trials that are undertaken however this would have
to be assessed on a case-by-case basis.

Legal Text: Are you satisfied that the legal text will deliver the intent of the Solution?

SGN is satisfied that the legal text will facilitate the intent of the solution in the
modification.

Are there any errors or omissions in this Modification Report that you think should

be taken into account? Include details of any impacts/costs to your organisation that are directly
related to this.

No identified.

Please provide below any additional analysis or information to support your
representation

None identified.
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