
From: Jacob Kane [mailto:Jacob.Kane@ofgem.gov.uk]  Sent: 18 
February 2014 19:18 To: Malin, Roy I; Armstrong, Steve Cc: Steve 
Brown Subject: RE: Leakage Model Modification for LP Services	  
	  	  
Roy/Steve	  
	  	  
Thanks	  for	  this,	  unfortunately	  neither	  Steve	  Brown	  or	  I	  will	  be	  able	  
to	  make	  9.30	  tomorrow	  for	  the	  shrinkage	  forum	  tomorrow.	  	  I	  can’t	  
give	  any	  guarantees	  of	  approval	  but	  	  I	  don’t	  think	  there	  are	  any	  
other	  issues	  with	  the	  mod	  other	  than	  the	  ones	  we	  have	  raised.	  But	  
we	  need	  to	  follow	  due	  process.	  
	  	  
To	  confirm	  Mod	  no4	  brought	  together	  modification	  reports	  02	  and	  
03	  from	  NGGD	  and	  SGN	  and	  their	  independently	  verified	  figures	  
were	  consulted	  upon.	  Our	  concern	  was	  that	  WWUs	  and	  NGNs	  
model	  and	  figures	  had	  not	  been	  independently	  verified	  and	  
consulted	  upon.	  So	  the	  modification	  we	  are	  currently	  looking	  to	  
approve	  approving	  is	  National	  Grids	  and	  SGNs	  models	  not	  WWUs	  
and	  NGNs	  as	  these	  have	  not	  been	  consulted	  upon.	  	  Is	  the	  plan	  to	  
wait	  to	  re-‐submit	  one	  joint	  modification	  report	  for	  	  the	  GDNs	  
models?	  
	  	  
Do	  you	  intend	  to	  include	  the	  variance	  analysis	  into	  the	  modification	  
report?	  (or	  as	  an	  attachment	  to	  the	  published	  report)	  	  I	  think	  we	  
would	  like	  to	  know	  whether	  respondents	  (particularly	  British	  Gas	  
who	  raised	  this	  issue)	  think	  this	  goes	  at	  least	  some	  way	  this	  goes	  
some	  way	  to	  addressing	  the	  concerns	  raised.	  
	  	  
Thanks	  
	  	  
Jacob	  
	  	  
From: Malin, Roy I [mailto:roy.i.malin@nationalgrid.com]  Sent: 14 
February 2014 16:12 To: Jacob Kane; Steve Brown Cc: Armstrong, 
Steve; Rogers, Paul Subject: Leakage Model Modification for LP 
Services	  
	  	  
Jacob,	  Steve,	  
	  	  



We	  submitted	  the	  post	  consultation	  report	  on	  the	  Leakage	  Model	  
Modification	  for	  LP	  Services	  to	  you	  for	  approval	  in	  September	  2013.	  
You	  provided	  verbal	  feedback	  that	  you	  had	  two	  major	  concerns	  
regarding	  the	  submission;	  the	  fact	  that	  NGN	  and	  WWU	  models	  and	  
impacts	  had	  not	  been	  independently	  verified	  and	  the	  level	  of	  
variation	  in	  the	  model	  impacts	  on	  leakage	  across	  the	  different	  LDZs,	  
this	  was	  also	  a	  concern	  raised	  by	  British	  Gas	  in	  their	  response	  to	  the	  
consultation.	  
	  	  
It	  is	  our	  understanding	  that	  Northern	  Gas	  Networks	  and	  Wales	  &	  
West	  Utilities	  are	  in	  the	  process	  of	  getting	  their	  revised	  models	  and	  
impacts	  independently	  verified.	  
	  	  
Attached	  is	  a	  copy	  of	  a	  variance	  analysis	  in	  the	  form	  of	  a	  document	  
and	  supporting	  spreadsheet	  that	  has	  been	  put	  together	  to	  illustrate	  
that	  the	  impact	  of	  the	  proposed	  LP	  service	  modification.	  The	  
attached	  analysis	  explains	  why	  the	  variance	  occurs	  and	  
demonstrates	  that	  the	  published	  modelled	  impacts	  are	  
understandable	  and	  are	  consistent	  when	  the	  different	  LDZ	  inputs	  
and	  modelling	  assumptions	  are	  taken	  into	  account.	  The	  variance	  
analysis	  was	  discussed	  at	  the	  Shrinkage	  Forum	  in	  January	  and	  is	  to	  
be	  published	  via	  the	  Joint	  Office	  today.	  
	  	  
As	  you	  may	  be	  aware,	  we	  need	  to	  establish	  our	  Shrinkage	  
Requirement	  for	  2014/15	  by	  1	  March	  2014	  and	  as	  such	  are	  keen	  to	  
get	  a	  degree	  of	  confidence	  that	  the	  proposed	  LP	  service	  model	  
change	  will	  be	  approved	  for	  the	  assessment	  of	  the	  year’s	  shrinkage	  
(the	  assessment	  will	  be	  undertaken	  in	  July	  2015).	  It	  has	  been	  
estimated	  that	  basing	  the	  2014/15	  procured	  shrinkage	  quantities	  
on	  a	  different	  version	  of	  the	  model	  could	  lead	  to	  a	  significant	  end-‐
of-‐year	  adjustment	  (approximately	  £2.6m),	  which	  the	  shippers	  
would	  be	  keen	  to	  avoid.	  
	  	  
Assuming	  that	  NGN	  and	  WWU	  provide	  an	  independent	  assessment	  
of	  their	  model	  revisions	  and	  you	  are	  satisfied	  that	  the	  attached	  
analysis	  addresses	  the	  concerns	  with	  regard	  to	  the	  variance	  in	  
impact	  between	  the	  LDZs,	  please	  can	  you	  confirm	  that	  this	  
addresses	  your	  concerns	  in	  respect	  of	  this	  modification?	  The	  next	  



Shrinkage	  Forum	  (Link	  to	  Shrinkage	  Forum)	  will	  be	  a	  teleconference	  
on	  19	  February	  specifically	  to	  address	  the	  issue	  of	  the	  leakage	  
model	  to	  be	  used	  in	  determining	  the	  shrinkage	  for	  2014/15	  and	  any	  
feedback	  you	  can	  provide	  prior	  to	  or	  at	  the	  meeting	  would	  be	  
valued.	  
	  	  
Thanks	  
	  	  
Roy	  
	  	  
Roy Malin Commercial Specialist Commercial Gas Distribution National 
Grid Tel: (Int) 7474 5213 (Ext) +44 (0)1926 655213 Mobile: 
07771895468 e-mail: roy.malin@nationalgrid.com	  
Please watch this, it could save a life:	  
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