Joint Office ofcas Transporters

UNC Workgroup 0920 Minutes
PARCA Security Amount
Thursday 04 December 2025
via Microsoft Teams

Attendees

Rebecca Hailes (Chair) (RH) Joint Office

Ali Wellings (Secretary) (AW) | Joint Office

Ahmed Jama (AJ) National Gas Transmission (NGT)
Alex Barnes (AB) Alex Barnes Associates

Bryan Soko (BS) National Gas Transmission (NGT)
Christiane Sykes (CS) Shell Energy

Chris Wright (CW) Exxon Mobil

Freya Dobson (FD) Ofgem

Hannah Reddy (HR) Corella on behalf of Xoserve
Josie Lewis (JL) CDSP

Kathryn Evans (KE) Interconnector

Laura Loughran (LL) National Gas Transmission (NGT)
Marion Joste (MJ) ENI

Nick Wye (NW) | Waters Wye Associates

Nicola Lond (NL) National Gas Transmission (NGT)
Ofordi Nabokei (ON) National Gas Transmission (NGT)
Olivia Down (OD) Ofgem

Phil Hobbins (PH) National Gas Transmission (NGT)
Sam Clutterbuck (SC) Ceres Energy

Shiv Singh (SS) Cadent Gas

Shona Watt (SW) NESO

Simon Harris (SH) CDSP

Stephen English (SE) Gas Market Operator for NI

Steve Mulinganie (SM) SEFE Energy

Xuefei Zheng (X2) RWE Supply and Trading

The Workgroup Report is due to be presented at the UNC Modification Panel by 19 March 2026.
This Workgroup meeting will be considered quorate provided at least two Transporter and two Shipper User
representatives are present.
Please note these minutes do not replicate/include detailed content provided within the presentation slides, therefore
it is recommended that the published presentation material is reviewed in conjunction with these minutes. Copies of
all papers are available at: https.//www.gasgovernance.co.uk/0920/041225.

1.0 Outline of Modification

Nicola Lond (NL) introduced the modification and explained that the purpose of the Modification
is to revise the Planning and Advance Reservation of Capacity Agreement (PARCA) Security
Amount so that it is more proportionate and no longer creates an undue barrier to entry. NL
noted that this proposal stems from concerns raised during the 0901R Review Group that the
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current arrangements—particularly for Entry Capacity—have become problematic as capacity
prices have increased.

NL referred to the drivers and benefits of the Modification, noting that these had been discussed
with the Workgroup on previous occasions. She then provided a brief recap of the conclusions
from 0901R and the objectives that any revised security arrangements should seek to meet:

Discouraging capacity hoarding through reservation

Covering any costs associated with termination

The level of commitment not being an undue barrier to genuine applications
Providing a level of commitment without full financial commitment

Using a process diagram, NL set out where PARCA security sat within the overall PARCA
framework. She reminded the Workgroup that Phase 1 concerned the assessment of the
capacity reservation and the issuing of a report to the applicant describing how their capacity
requirements could be met. If the applicant wished to proceed, they would enter into the PARCA
contract and lodge the required security at the start of Phase 2. At that point, National Gas
Transmission (NGT) would reserve capacity for the applicant, who did not need to be a UNC
Party at this stage. The security covered the reservation period until the end of Phase 2, when
capacity would be allocated and taken on by a User as an enduring capacity commitment.

NL then summarised the current arrangements. She explained that the Total PARCA Security
Amount was currently based on a Weighted Average Price (WAP) derived from published Entry
and Exit capacity prices, with the calculation methodology set out in TPD Section Y. The security
was phased over four years, with 25% of the amount due each year. In the event of PARCA
termination, the applicant was required to pay a termination amount, calculated by reference to
the PARCA Security Amount and the number of days between PARCA signing and termination.

NL outlined the problem statement, noting that concerns had been raised, particularly for Entry
Capacity, that the WAP-based approach might no longer be appropriate. While previous
discussions had not produced a preferred alternative solution, they had helped to crystallise
the underlying principles that any revised security mechanism should satisfy. NL suggested
that reviewing and refining these principles should be a key focus for the Workgroup.

Turning to the proposed solution, NL explained that the Modification sought to amend the Total
PARCA Security Amount provisions in TPD Section Y. The intention was to retain the core
calculation methodology in the UNC, but to move the basis of the inputs (which were currently
the WAP-derived amounts) into the Connection Charging Statement. This would align the
PARCA security inputs with other PARCA-related information already contained in that
Statement and would allow the basis to be reviewed and updated through the existing annual
consultation on the Statement. NL stressed that the Modification did not prescribe a new
definitive basis for the security amounts; instead, it created a framework under which the
appropriate basis could be developed by the Workgroup and then set out in the Connection
Charging Statement. She confirmed that, for consultation, an updated draft of the Connection
Charging Statement would be provided alongside the Modification so that parties could see
the arrangements as a complete package.

Alex Barnes (AB) sought clarification that the proposal would effectively enable the security
calculation to be changed by moving the relevant parameters out of the Code, while not itself
specifying the new level of security. NL confirmed that this was correct. The Modification would
put the structure in place, but the detailed basis would be developed through the Workgroup
discussion and documented in the Connection Charging Statement, guided by the agreed
principles. Rebecca Hailes (RH) noted that, in practice, this meant moving the place where the
amount was defined into the Connection Charging Statement, alongside the development of
the new wording to be included there as part of the Modification. NL added that the
governance of the Connection Charging Statement was already defined in the UNC, and that it
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was subject to annual review and consultation; the Modification proposed that PARCA security
should be explicitly included within that governance.

NL went on to explain that the existing methodology in TPD Section Y used the WAP of
registered capacity prices published in the Transportation Charging Statement, together with the
maximum NTS capacity reserved under the PARCA. Under the proposed arrangements, the
methodology would remain in Section Y, but the values used for the security calculation would
be set out, and subsequently reviewed, in the Connection Charging Statement. This was
intended to avoid the methodology becoming unintentionally inappropriate over time. She noted
that different approaches for Entry and Exit security amounts could be adopted if, through
development, the Workgroup considered that to be more appropriate.

NL confirmed that no change was proposed to the four-year phasing of the security, which was
still considered appropriate to allow the amount to build over time. Similarly, no change was
proposed to the termination amount calculation, which would continue to be based on the
PARCA Security Amount and the duration for which the PARCA had been in place at the point
of termination.

NL then summarised the overall effect of the Modification. The calculation methodology in TPD
Y 4.6 would be retained and amended, while the components that fed into that calculation would
move to the Connection Charging Statement. The governance of the Statement would be
updated so that PARCA security formed part of the annual consultation cycle. The intention was
that the Modification and the first updated Connection Charging Statement entry would be
developed in parallel, with subsequent annual reviews allowing the basis for the security to be
revisited as needed.

The 0901R Review Group had NOT identified any solutions and the possible approaches
mentioned were put forward as suggestions from National Gas based on feedback from the
0901 R Rewew Group and for further dlscussmn NH%@%ed%ha%ﬂ%@Q@HRewe%@#eaphad
, is. These ranged from a
reflned prlce based approach (for example contlnumg to use capa0|ty prices in some form) to
more cost-reflective methods linked to the costs of delivering solutions, or structures such as
caps and collars or more fixed amounts to provide greater certainty. There were clear trade-offs
between targeting costs at individual PARCA applicants and socialising them more widely. NL
emphasised that agreeing a clear set of principles—such as avoiding undue barriers to genuine
applications, discouraging speculative PARCAs, ensuring fair treatment of consumers, and
providing sufficient stability—would be essential when assessing and comparing these options.

The Workgroup then discussed the principles in more detail. Nick Wye (NW) observed that,
particularly for Entry, an explicit principle should be to encourage gas to flow into Great Britain
and to facilitate new capacity where it supported security of supply. NL agreed that this sat
beneath the broader principle of avoiding undue barriers but acknowledged that it would be
helpful to draw out the security-of-supply angle more clearly.

Shona Watt (SW) supported NW’s point and suggested it should be balanced with an explicit
recognition of the need to protect consumers from additional costs and risks. SW further noted
that, irrespective of consensus on high-level principles, some parties might still have
reservations about the proposed governance change—namely, moving elements from the UNC
into the Connection Charging Statement— and that this distinction between principles and
process should be recognised. SW also highlighted the historic rationale for using capacity
prices as a proxy for long-run marginal costs before the move to postage-stamp charging and
suggested that a cost-based approach aligned with regulated asset values and attributable
works, similar to the approach used in electricity connection security, might be worth exploring.

Steve Mulinganie (SM) agreed with SW’s comments and stressed the importance of fairness
and avoiding situations where customers effectively underwrote costs arising from speculative
or failed projects. SM expressed a preference for as much of the methodology as possible
remaining in the UNC, with care taken to ensure transparency and certainty if elements were
moved into an ancillary document.
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AB clarified that the Modification related solely to the security amount rather than the underlying
cost of capacity itself. He characterised the security as analogous to a deposit intended to deter
frivolous applications and ensure that unrecovered development costs were minimised, while
noting that this represented only a relatively small component of the overall capacity investment
picture. SW responded that, regardless of materiality, the underlying principle of who ultimately
bore the risk remained important.

NL concluded the item by indicating how she envisaged the work progressing. She proposed
that, in early 2026, the Workgroup should explore and develop the potential options for the
security basis in more detail, together with the associated governance arrangements, and that
she would also provide further explanation of how the current WAP calculation operated in
practice to support those discussions. NL confirmed that any broader outputs from 0901R not
covered by this Modification would continue to be considered separately, including through
capacity methodology statements, and that she would aim to provide an update on that wider
work at a future meeting.

For more details, refer to the published slides found at:
https://www.gasgovernance.co.uk/0920/041225.

Initial Discussion

2.1. Issues and Questions from Panel
None raised.

2.2. Initial Representations

None received.

2.3. Terms of Reference

The standard UNC Workgroup Terms of Reference will apply and are available at
www.gasgovernance.co.uk/mods.

Next Steps
The following steps were confirmed:

- NL to bring forward option material for discussion at the next meeting.
- NL to provide further explanation of the problem statement, including worked examples
or case studies illustrating issues with the current WAP methodology.

Any Other Business

SM asked how updates on other aspects of 0901R would be tracked. RH confirmed that an
action would be raised at the main Transmission Workgroup for National Gas to provide periodic
updates on the wider outputs of 0901R.

Diary Planning

Transmission meetings are listed at: https://www.gasgovernance.co.uk/TX

All other Joint Office events are available via: www.gasgovernance.co.uk/events-calendar/month

Paper Publication

Time / Date Deadline

Venue Workgroup Programme

10:00 Wednesday | 5pm 29 December | Microsoft

Standard Workgroup Agenda
07 January 2026 2025 Teams
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10:00 Thursday i

opm 28 January Microsoft Standard Workgroup Agenda
05 February 2026 | 2026 Teams
10:00 Thursday i

Spm 24 February Microsoft Standard Workgroup Agenda
05 March 2026 2026 Teams
10:00 Thursday Mi f

5pm 24 March 2026 lcrosoft Standard Workgroup Agenda
02 April 2026 Teams
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