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WHAT IS QUALIFICATION?

All Energy Licences and Energy Codes require prospective Parties to undertake steps to join the Codes

Licence Allocated by Ofgem, following an application process which includes legal and financial checks,
for certain roles including Transporter, Shipper and Supplier.

Code Accession Due to Licence conditions or an organisation’s commercial intentions, an organisation may
accede to one or more codes.

Accession generally entails agreeing to abide by the terms of the Code, providing legal and
financial information and paying a small administrative fee. This confers various rights (e.g. voting
on changes, data access permissions, and attendance at Code governance events), as well as
responsibilities to comply with the Code.

Market Entry New Parties will set up connections to central systems.

Qualification For most Party types, there will be some method of assessment of systems set-up and/or
operational capability prior to going live. This may include testing, documentation review and
assurance meetings, and require approval by a governance or assurance committee.

May be provision for controlled market entry to limit risk.
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REQUIREMENTS FOR JOINING UNC / IGT UNC

Licence application - Ofgem

Accession

Accede to the relevant NCs &
UNCs

Signing the agreement
Naming directors / authorised
persons
Lodging credit cover

CODE

Essentially a desktop exercise

Currently Shippers do this individually with
each GT/ IGT

Will be included in Ofgem led project as part of
Code Reform transition; assumption it would
be centralised under GNC.

Not relevant to PAF other than as a pre-
requisite to [starting/finishing] Qualification.

Central Systems connection

CDSP:
- Confidentiality agreement

- Data Services Contract (DSC)
UK Link User Agreement (UUA)

Currently provided and managed by
CDSP, known as market entry

Not relevant to PAF other than liaison
likely to be useful for demonstrating
system readiness.

[Qualification]

Assurance checks on

preparedness and compliance of:

- Systems
- Processes
- Staff

Nothing in Code provides this Assurance
PAC recommends it is incorporated
Focus the Request on Qualification facets

Only if Mod raised and implemented in PAF
would it go live

Accession and Central Systems connection
must have [started/completed] before
Qualification can start as separate process



WHY CHANGE?

* PAFA investigated entry requirements for new entrants across energy codes.
This investigation found that the UNC is an outlier in having no mandatory
Qualification requirements for new Shippers.

* The purpose of Qualification is to help ensure that new participants can integrate
iInto the market in a controlled manner, reducing the likelihood that issues arise
for central systems or existing participants once live operations commence.

Issue

» There are no mandatory Qualification requirements within the UNC.

« A non-mandatory CDSP Customer Readiness Document is available, however
PAC considered this to not provide adequate assurance measures. In addition,
this is completed by approximately 20% of all new Shippers.
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IMPACT

Increased Settlement
Risk

A

Reactive assurance <
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Greater assurance
burden

Reduced visibility of
emerging risks

New entrants can join the market without demonstrating that they
have the systems, processes and controls necessary to support
accurate and timely settlement.

Performance problems are often only discovered after a Party
becomes operational, requiring corrective action rather than
prevention.

The current approach relies on identifying and addressing issues

after they occur, rather than preventing them through upfront
assurance.

PAC and PAFA resources can be consumed managing avoidable
compliance issues that could have been identified during market
entry.

Limited engagement before go-live restricts PAC's understanding
of new entrants' business models, systems and operational risks.
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EXAMPLES

Between 2018 and 2022, PAC engaged with Shipper A on five occasions. PAC received a response in late 2022, explaining that
an internal system issue meant PC2 reads were not being passed to Xoserve. For PC3 and PC4, incorrect tolerances had been
configured internally, meaning reads were not being submitted to Xoserve.

In early 2021, PAC had 36 PAPs on improvement plans. Despite Covid-19, many of these Shippers were related to issues that
could have been rectified by improved knowledge.

Between 2018 and 2022, PAC contacted Shipper B on seven occasions. The Shipper responded that they did not consider
UNC targeted to be reasonable or realistic, stating that unexpected issues would always prevent compliance.

Shipper C scored 0% on PC2 Read Performance for 8 months in 2019. Following four letters from PAFA, the Shipper advised
that it was experiencing system issues. PAC asked for a manual work around, however the Shipper’s data was linked to a flow
management system. The Shipper also noted it had a small portfolio and did not see the value in achieving the UNC target.

Shipper D informed PAC that it did not understand the market requirements and had to recruit staff with industry knowledge
before performance improved. The Shipper then acknowledged their system was causing submissions to fail.
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EXAMPLES

Shipper E joined the market in 2017. In 2020, the Shipper informed PAFA that a single person was responsible
for submitting readings. When that individual was absent, there was no alternative with sufficient knowledge to
complete read submissions.

Shipper F was unable to submit into settlement before they recruited specialist resource to manage Xoserve
rejections.

Shipper G was unresponsive to PAC for two years. After discussion it was identified that almost all reads were
failing Logic Checks, many sites had not had a read in four years and the Shipper was unaware of key UNC
obligations. This Shipper did not engage with the PIP applied to it, and when it left the market the Shipper who
took on their sites experienced a drop in performance.

Shipper H was engaged when its PC4 monthly read performance was 1.59% between November 2019 and
January 2022. Furthermore, all but one meter had not received a read for over four years. PAC engagement
continued until May 2022, when the Shipper revealed that the employee responsible for submitting readings into
settlement had left and that the read submission process was not included in handover activities.
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SCOPE

We propose to review the options for UNC / IGT UNC Qualification provisions in three workstreams:

» What does readiness look like?

» What are the key functions of Shipper activities that should be included?

1. Readiness » What level of understanding of obligations and code operations is required?
» Happy and unhappy paths e.g. exception management?

« What elements of business set up and future plans should be included?

* Risk-based?

» Use of questionnaire / story boards?

2. Method » Performance of and/or review of testing?
* Provision of evidence?

« On site and/or remote?

« Vires and Code provisions

* Pre-requisites and initiation?

* Funding?

3. Process - Applicant engagement and application reviews?
* Reporting and timescales?

» Decisions?
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HIGH-LEVEL WORKGROUP PLAN

What to Design the Confirm full
check - approach - end to end
Readiness Process solution




PANEL QUESTIONS AND SOLUTION DESIGN PRINCIPLES

The UNC Panel posed three questions to be covered within the Workgroup discussions:
1. What are the current or potential issues that would be resolved by the implementation of these new requirements?

2. Can the Workgroup ensure the scope of UNCO0938R is clearly limited to UNC, avoids overlap or conflict with Ofgem-led
market entry processes?

3. Consideration of the number of new market entrants over a set period and their impact on settlement vs the impact on
settlement of existing Shippers (any outputs must be proportionate to the scale of the problem).

As we work through the scope to develop a Qualification solution, we will work to the following principles:
» Proportionality — balancing sufficient checks on readiness without being overly burdensome and a barrier to entry
» Focus on key risks — what are the highest priority areas of compliance that protect Settlement and other Parties

= Alignment with other provisions — complement without overlapping or conflicting with other requirements including
Shipper Licence, Accession (including evolution of future Gas Network Code provisions) and existing Market Entry
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WAYS OF WORKING

» Expecting to meet monthly for approximately 1 year, on PAC dates.

= We’'ll use the three scope workstreams to work through the requirements and document preferences and
design as we go.

= We'll issue materials for discussion / information before each meeting.
= We'll issue minutes after each meeting.

= We'll liaise with Ofgem, Customer Experience Team, CDSP Lifecycle team and other Codes’ assurance
providers as necessary to support proportionality, consistency and alignment.

= Qutput will be a Workgroup Report with recommendations for progression
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Workstream 1 — Readiness
Introduction



CONFIRMING SHIPPER READINESS

» What does being ‘ready’ look like for a new Shipper?
« What are the key functions of Shipper activities that should be included in the checks on preparedness?

« Should there be a subset of applicable functions depending on intended business model or portfolio e.g.
Domestic / large non-domestic sites?

« What level of understanding of obligations and code operations is required?

« To what extent should we look at both happy and unhappy paths e.g. dealing with exceptions and rejections,
proactively checking for invalid data items/combinations, running data cleanse activities?

« If and how we should consider operational use of central systems and standards e.g. sending & receiving
compliant data flows

« If and how should we link in with processes under other Codes e.g. REC
« What elements of business set up including establishing and training teams are most important?

« Should future plans be included e.g. growth ambitions?
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WHAT DOES READINESS LOOK LIKE?

Organisational management:

+ Management reporting and controls

* Resource planning, training and local
working procedures — UNC obligations

+ Change management (internal and Code
Modifications)

* Code interactions (Forums, Consultations,
RFls)

» System and service provider use

» Risk profile (business model, targeted
customer base, industry awareness,
growth plans)

Key Shipper functions:

* Smart meter exchanges

» Transfer (of Shipper)

» Obtaining & validating reads inc IGT must
reads

» Submitting reads to CDSP (frequency (LIS),
timeliness (read window), and rejections)

* AQ Corrections (inc Theft) and replaced reads

« Managing Bypass and Isolated sites

» Check reads (inc Drift)

+ WAR Bands

» Correction Factors and Daily Metered
Threshold

* Smart & AMR provisions

* Managing site and registration data (e.g. MSN
mismatches, AMR flag, vacant sites,

: - assignment to Product Class)
Assurance interactions: « General operations:
+ DDP, PARR Reports * Data transfer
+ UIG * CMS (Contour) usage
* Dashboards and HPM + Exception management
+ PAC and PATs
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LEVEL OF UNDERSTANDING & PREPAREDNESS REQUIRED

Deeper

Testedendtoend —

Processes documented,
including exceptions

Understands expectations E—

<— Demonstrates awareness

Lighter
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Conclusion and Next Steps



NEXT STEPS

= |ssue minutes / other materials
» Progress actions

» Planning for next meeting — focus on Workstream 1 - Readiness

TAIAN
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Thanks
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