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Gas Charging Review: nationalgrid
UNCO0621 — Modification proposals

B Amended modification for UNC0621 (V2.0) published
on 21 December 2018.

B A clean and track changed version are available on the
modifications page above and on the workgroup pages:

® Following workgroup discussions further updates will be
published and be issued through the Joint Office.

® Further changes may be made to UNCO0621 before it
becomes the final version.


https://www.gasgovernance.co.uk/0621
https://www.gasgovernance.co.uk/0621/110118
https://www.gasgovernance.co.uk/0621/110118
https://www.gasgovernance.co.uk/0621/110118

UNC0621 Proposals: nationalgrid
What about further changes / Alternates?

B National Grid is keen to have a final modification as
soon as possible to confirm all aspects

B Analysis needs to be presented for awareness and to
gain understanding of the potential impacts.

B As this is shared it may be appropriate to update the
modification under some of the specific topics

B Early sight of prospective alternate areas is welcome
via pre-modification discussions

B Alternates can be raised even if they may later be
withdrawn should UNC0621 be amended.
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Gas Charging Review: nationalgrid
UNCO0621 — Key topics and proposals

B At recent UNCO0621 workgroups we have shared our
updated thinking on the main aspects of the charging
framework under review

B Further thoughts are provided in the following slides on
some of the main topics including additional material for
some including latest thinking or discussion points

B |t builds on certain areas that have progressed from
previous updates and highlight any further discussions
or developments.



UNCO0621: Revenue Recovery nationalgrid
Charge at Interconnection Points (1)

B |n the amended modification it proposes a charge for
the purpose of revenue reconciliation at interconnection
points during the Transition period

B Commodity charges are not permissible at IPs under
TAR NC

B Given the potential materiality of charges not collected
at IPs, proposed a charge based on % of flows to
allocate the total amount then levied on capacity

B Here the picture of how it may be applied is shown and
also the influence / interaction with certain elements is
considered



UNCO0621: Revenue Recovery nationalgrid
Charge at Interconnection Points (2)

B Action 1203: NG to review how this proposal works with
Interconnection points and the method of revenue
recovery.

® |n the following slides the approach at interconnection
points in the transition period is discussed

B This helps show the materiality and sensitivity of
charges on the inclusion of applying a charge to IPs
and builds on material from 11 January workgroup



nationalgrid
Reconciliation - Entry

Forecast Annual Forecast Under Recovery
Flow 19/20 (example) = £100m

Amount to be

messs)  £94m  recovered from

non-IPs

Amount to be
IPs: 50 TWh > EBM  recovered from

IPs
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nationalgrid
Calculating unit rates for reconciliation

B To get unit (commodity) rate for non-IPs:
= Share of Under-Recovery / forecast (non-IP) flow
=£94m /818 TWh
= 0.011525 p/kWh

B To get unit (top up) rate for IPs:
= Share of Under-Recovery / forecast (IP) bookings
=£6m /X
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nationalgrid

IPs

Forecast = forecast flow = 1.5 x forecast |=2 x forecast
bookings (low) flow (mid) flow (high)
ForECEEL 50 000 75 000 100 000
bookings

Unit (interim) rate

o/kWh 0.011525 0.00768 0.00576

® |f it Is assumed that bookings = forecast flow (100%
efficient booking behaviour) then the IP unit rate is the
same as the non-IP unit rate.

m As forecast of bookings 1, then unit rate \

12



nationalgrid
IPs — Historic Bookings

B |P historic bookings and influence on charge calculation

Forecast = forecast flow = 1.5 x forecast = 2 X forecast
bookings (low) flow (mid) flow (high)

Forecast 50 000 75 000 100 000
Bookings

Previous unit rate

olWh 0.011525 0.00768 0.00576
Hlsto_rlcal Entry 33 000 33 000 33 000
Bookings at IP

Forecast

Bookings - HC 17000 #2000 oro
Revised unit rate 0.03390 0.01372 0.00860

p/kWh
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Options / Discussion on nationalgrid
Transition Charge at Interconnection Points

B |mpacts of historical IP contracts on the reconciliation charges and
the interaction with the unit rate for other IP contracts.

B However assuming the overall level of bookings > level of flow will
bring the IP unit rate back down.

B An alternative to exempting the historical contracts at the IP, would
be to have the following rule: the top up rate will be due on all IP
capacity, except for days where the shipper’s allocation is zero.

® This would return some commercial control of reconciliation
costs to the shippers. (similar to non-IPs if nothing is flowed
then no cost is incurred).

B But it could make forecasting bookings more challenging when
determining the rate up front. (a simple bookings = flow or other
general rule may need to be assumed)
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Avoiding inefficient bypass: nationalgrid
Current vs 621 Proposal - Reminder

B Amended modification on 21 December 2017 proposes
an update to the Avoiding inefficient bypass charge

B Update of costs using RPI

B Change to Transmission only so only an alternative to
Transmission Services commodity charges under its
design

®m Distance limit of 60km

® To show the impact at a high level of these changes the
following chart demonstrates the cumulative impact of
these three changes on the amounts “redistributed”.

B This provides a comparison to the impact or influence of
the current “shorthaul” charge



Avoiding inefficient bypass: nationalgrid
Current vs 621 — Cumulative changes

E160,000,000

Difference due to updating
costs by RPI

£140,000,000

£31,444,946

Difference due to only
applying to TO commodity

£120,000,000

charge

£ £100,000,000 -£35,150,051
[=]
% Difference when using a
c distance cap of 60km
< £80,000,000 £150.179.889 Based on average of April
= S A and October 2017 charge .
B setting -£26,876,742
E £60,000,000

£40,000,000

£56,708,150
Combined total using all
£20,000,000 621 proposals
£D

16



Avoiding inefficient bypass: nationalgrid
Current vs 621 Proposal

B At 11 January workgroup we showed the cumulative
Impact of changes of applying the distance cap, RPI
and Transmission only charging for avoiding inefficient
bypass.

B The following slides shows these changes in isolation
(I.e. without any cumulative or compounding effect) and
a reminder of the proposed mechanics of how it will
Interact with charging at IPs linked to the revenue
recovery charge at IPs. (Action 1203).
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Avoiding inefficient bypass: nationalgrid
Current vs 621 — changes in isolation

£160,000,000

£140,000,000

£120,000,000

£100,000,000

£80,000,000

Redistribution of costs

£60,000,000

£40,000,000

£20,000,000

£0

-£31,444,946

Difference due to updating
costs by RPI

£150,179,889

Based on average of April
and October 2017 charge
setting

-£40,208,830

-£62,458,276

Difference due to only
applying to TO commaodity

charge ) )
Difference when using a

distance cap of 60km
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IP Charging and AIBoONTS:

Transmission Services

nationalgrid
(Transition period)

Non Interconnection Point

Scenario 1 — Non-IP_Entry

Input
Flow: 300

Output

)

Flow: 200

» 200 units qualify for Optional Charge
» 100 units are subject to entry commaodity charges
» 0 units are subject to exit commodity charges

Scenario 2 — Non-IP_Entry

Output

EE——

Flow: 500

» 300 units qualify for Optional Charge
» 0 units are subject to entry commodity charges
» 200 units are subject to exit commodity charges

Interconnection Point

Scenario 3 — IP Entry

Input (IP)

— QU
Flow: 200

Capacity: 800
Flow: 300

* 200 units qualify for Optional Charge
» 600 units are subject to entry capacity top up charge
» 0 units are subject to exit commodity charges

Scenario 4 — IP _Exit

Input (Non-IP) QUL ({1

——

Capacity: 800

Flow: 300 Flow: 200

» 200 units qualify for Optional Charge

» 100 units are subject to entry commodity charges

» 600 units are subject to exit capacity top up charge
» 0 units are subject to exit commodity charges
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nationalgrid
UNCO0621: Developing the Analysis (1)

B For the analysis, the intention is to present analysis and
show the sensitivities of the proposals for changes to
certain aspects.

B This Is being developed and will be shared when ready

B This requires some “base case” scenarios to be
developed to show the impacts of changes to the
variables and assessment of the proposals

® This will require updates to the models presented so far
to provide a static model for UNC0621

B Other elements to Include Cost Allocation Assessment
and the assumptions made in accommodating it
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nationalgrid
UNCO0621: Developing the Analysis (2)

B Ambition Is to present this analysis at the next two
workgroups (23 January and 6 February) subject to
workload — may be necessary to include 20 February

B Base Case Scenarios

B Sharing some thoughts on what these base case
scenarios could be for comments
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Plan and change process



nationalgrid
Timescales

B On timelines National Grid was asked to update the
timetable to overlay other elements:

® The IS change timetable
B Timescales for capacity and when fed in (action 0101)

B Timescales the different development requirements for
the different alternate modifications (action 0102)

24



Gas Charging Review:

Overview of potential Plan

nationalgrid

Timescales

UNC / EU Processes

Workgroups (NTSCMF/Sub Groups) for
further analysis, development, potential
refinement

UNC Workgroup Report to Panel by March

‘[}ec Jan | Feb

Mar | Apr | May | Jun

Jul | Aug

Sep

Oct

Nov

Dec

Jan

Feb

Mar | Apr May‘ Jun

Jul

Aug | Sep | Oct ‘Nov

2017/20182018

2018(2018|2018|2018|2

018/2018

2018

2018

2018

2018

2019

2019

2019

One Consultation for UNC Change and EU
Compliance (assumed 2 months duration -
up to 3 maximum) - Will incorporate
UNC0621 and any alternates.

One consultation to cover

UNC/EU requirements-
January 2018 start as per
current UNC Panel dates

Final Mod Report presented to UNC Panel

Panel decision / refer to Ofgem

Publication of responses

Commentary from ACER (2 months after
consultation) as per Article 27 of TARNC

Date bywhich UNC0621 workgroup |
report should be with Panel to meet

dates as per Ofgem Licence
consultation - gives backstop date by .

which consultation must start (April).

Ofgem decision (5 months after end of
consultation) as per Article 27 of TAR NC

Within2
months
after main
consultation

| ‘

EU Compliance

Within 5 months
after main

consultation has

ended

to be complete

by end of May
2019

Prices to be
impacted
from October
2019
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EU TAR NC Consultation: nationalgrid
ACER Template for submission

® The link to the content required can be found here:
http://www.acer.europa.eu/Official_documents/Public_c
onsultations/Pages/ACER-Consultation-Template.-
Tariff-NC-Article-26(5).aspx

B Whilst the actual template will be completed online the
structure and content required is outlined in the check
list.

B A copy of this list has been updated to the Joint Office

website:
https://www.gasgovernance.co.uk/ntscmf/110118

® Further thought will be shared on how it will be
populated, incorporated into the GB/EU consultation
processes
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Gas Charging Review: nationalgrid
UNCO0621 Next Steps

B Analysis to go along with the modification proposals.

B Development of alternates and pre modification
discussions

B Updated models to include additional functionality and
reflect updated scenarios to model sensitivities

B Next UNC0621 workgroup scheduled for 61" February,
20" February and 6™ March. Further workgroups may
be needed.

B Any further updated drafts to be shared ahead of, and
discussed at, future workgroups for UNC0621
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