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Date 15 November 2011 

Reference iGT040 DMR Consultation 
 

Title 
 

Amendment to AQ Values present within the 
CSEP NExA Table 

Respondee ES Pipelines Ltd 

Position on the Modification  
 

Qualified support for Modification  

Facilitation of the relevant objectives 
How this proposal will, if implemented, better facilitate the “code relevant objectives”, as defined in Standard Condition 9 
of the Gas Transporters Licence. For those answered Yes to, please provide a detailed explanation below the table. 
 

Relevant Objective Yes/No 

a. the efficient and economic operation of the pipe-line system to 
which this licence relates 

YES 

b. so far as is consistent with sub-paragraph (a), the coordinated, 
efficient and economic operation of the pipe-line system of one 
or more other relevant gas transporters 

YES 

c. so far as is consistent with sub-paragraphs (a) and (b), the 
efficient discharge of the licensee's obligations under this licence 

NO 

d. so far as is consistent with sub-paragraphs (a) to (c) the 
securing of effective competition between relevant shippers and 
between relevant suppliers 

YES 

e. so far as is consistent with sub-paragraphs (a) to (d), the 
provision of reasonable economic incentives for relevant suppliers 
to secure that the domestic customer supply security standards 
are satisfied as respects the availability of gas to their domestic 
customers 

NO 

f. so far as is consistent with sub-paragraphs (a) to (e), the 
promotion of efficiency in the implementation and administration 
of the network code and/or the uniform network code referred to 
in paragraphs 2 and 5 respectively of this condition 

NO 

 
Relevant Objectives to be better facilitated: 

 

Likely impact on environment? 
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Not applicable. 

Implementation issues including impact on your systems 
Little impact on systems, although existing AQ values in our commercial modelling system 
will need replacing if approved. 

Additional Information and Comments 
 
ESP took part in the review work that preceded this modification.  We understand the 
analysis that was undertaken and believe that the results are likely to be representative of 
the reduction in AQ values over recent years.  ESP gives qualified support of this 
modification to the NExA table values.  
 
It is worth noting that reducing the AQ values by roughly 20% does result in a reduction in 
expected iGT revenues for future supply points of an equivalent amount.  This represents a 
significant drop in revenue, and must therefore be planned for when planning investment at 
future networks (often done months in advance).  For this reason it is important that iGTs can 
set an expectation of when this change might occur if approved.  In the past, this lead time 
has been 6 months.  On this occasion, since the modification has been on the table for some 
time, ESP may support a reduction in this period to fit in with iGT UNC implementation 
timescales, although some lead time will still be necessary.  Subject to implementation 
appropriate implementation timescales, ESP would be in a position to fully support this 
modification. 
 
ESP has provided further analysis of the impacts of the proposal in future revenues to 
Ofgem, on a confidential basis. 
 
This modification has one or two wider implications. 
 
The first of these questions whether upstream transportation charges might increase 
marginally, where consumption values are lower, yet the GDN has a predetermined level of 
revenue to recover over the period i.e. greater recovery required per unit of gas consumed.  
 
ESP has also been contacted by infrastructure providers, who in constructing many of the 
assets at new housing sites, are the recipients of iGT investment in these networks.  We 
understand their concerns with the proposed change may be twofold: firstly that they will see 
reduced contributions towards the assets they construct as iGT projected revenues will be 
significantly lower; secondly that the NExA values themselves feed into the calculations used 
to design gas networks, and so a wider consultation should have been undertaken for these 
changes.  One view is that networks must still be sized to cater for a similar or even 
increased peak demand, regardless of the downwards trend of overall annual consumption.  
Therefore networks cannot be built more cheaply, yet investment levels across the market 
must necessarily fall. 
 
It is our understanding that these parties have themselves given representation to this (and 
the UNC) consultation.  Ofgem may wish to pursue this separately. 
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In the longer term, ESP would be happy to participate in any future work to improve the 
governance of the NExA table AQ values. 
 

Completed forms should be returned to the iGT UNC Representative, Gemserv Ltd 
at iGT-UNC@gemserv.com or faxed to 020 7090 1001 

mailto:iGT-UNC@gemserv.com

