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Date 13 March 2014 

Reference iGT057S DMR Consultation 
 

Title 
 

Creating CSEP Nexa Ancillary 

Respondee Kristian Pilling 
SSE Supply (Southern Electric Gas Ltd) 

Position on the Modification  
 

Do no support 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 

 

None 

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 

None 

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

None 

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

Negative 

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 

None 

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 

Negative 

g. so far as is consistent with sub-paragraphs (a) to (f), the 
compliance with the Regulation* and any relevant legally binding 
decisions of the European Commission and/or the Agency for the Co-
operation of Energy Regulators 

None 

 

* Regulation 2009/715/EC of the European Parliament and of the Council of 13 July 2009 
 
Relevant Objectives to be better facilitated: 

 
We are of the view this modification, whilst seemingly straightforward and innocuous, 
presents a number issues in regard to governance.  Firstly, there is the challenge of 
whether amendments to the values in the CSEP NExA table meet self-governance criteria.  
Secondly, if it is deemed to meet self-governance criteria, we seek to illustrate the 
differences between current Ancillary Documents and self-governance arrangements and 
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highlight the potential governance issues that may arise as a result of pursuing this 
modification in its current state.  In this regard, relevant objectives d and f are both 
negatively impacted. 
 
This modification seeks to place the current and all previous versions of the CSEP NExA 
table in an Ancillary Document.  The CSEP NExA table provides the initial AQ for properties 
where gas has newly been installed.  This directly impacts the revenue of both Shippers 
and iGTs.  Ofgem’s decision on iGT UNC 040v highlighted that a proposed reduction in AQ 
values may lead to a 15-20% drop in iGTs’ revenue in respect of transportation charges1. 
Furthermore, it stands that any amendments to AQ values also impact upon Shipper costs.  
As a consequence of these competing interests, there is a need to ensure there are robust 
yet efficient governance procedures to facilitate the industry amending these important 
data. 
 
Licence Condition 12 states that ‘self-governance criteria’ are not met if the proposal is 
likley to impact upon on competition in the transportation of gas or on existing (or future) 
gas consumers.  Revisions to CSEP NExA values have a material effect upon the competition 
between Shippers and iGTs in regard to transportation costs.  Furthermore, parties must 
remain cognisant of the efficiencies and other benefits that an accurate initial AQ, derived 
from CSEP NExA, has upon the market in delivering the lowest possible cost for domestic 
gas consumers.  
 
We recognise that industry parties are not in agreement of whether the amendments to 
the values within the CSEP NExA meet self-governance criteria.  With that in mind, it pays 
to consider the different paths that CSEP NExA updates could take.  Prior to the advent of 
self-governance criteria, Ancillary Documents provided the only route to make changes to 
the iGT UNC without Authority consent.  A change can be accepted if the iGT Panel 
reaches a majority in support of the modification.  In the case of the CSEP NExA table, 
there is evidence to suggest a majority position may not be reached,2 and changes would 
not easily be made.  This is understandable given the clear competing interests of iGTs and 
Shippers on this issue, and so, if a majority position was reached it would most likely be 
represented by all iGTs and one Shipper, or all Shippers and one iGT.  Given the 
commercial impacts of this decision, a simple majority does not appear to be a robust 
governance mechanism. 
 
If the industry overwhelmingly deems amendments to the CSEP NexA meet self-governance 
criteria, then the full, Licence Condition defition of self-governance should be followed.  
Self-governance requires unanimous agreement from the Panel that the modification 
meets self-governance criteria requires the submission of a self-governance statement to 
the Authority and finally, requires unanimous Panel support to implement the modification 
in code.  This is a robust methodology.  Finally, the Authority has a role to play in 
challenging the Panel decision on self-governance.  Moreover, the requirement of a 
unanimous decision places higher importance on creating modifications that serve the 
industry.  
 
On this basis, we cannot support this modification.  We do not support the most current 
CSEP NExA table being placed in an Ancillary Document due to the fact it would follow the 
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Ancillary Document governance procedures.  Implementation of this modification would set 
a precedent for the governance of the CSEP NeXA which we strongly disagree with.   
 
We do support holding historical (not current) CSEP NExA tables in an Ancillary Document 
and recognise the efficiencies this will bring to parties. We support the current version of 
the CSEP NExA table remaining in code.  Parties would have the option to raise their 
modification under self-governance or not, whilst assuring the industry that if it is raised 
under self-governance it would be subject to a more rigorous governance procedure than 
the current Ancillary Document procedure.  
 

___________________________________________________________________ 
 

1  Ofgem, ‘Uniform Network Code (UNC): Proposal to amend Annex A of the CSEP NExA 
table, by replacing the current version of the AQ table (UNC392), and Independent Gas 
Transporter UNC (iGT UNC): Amendment to AQ Values present within the CSEP NExA Table 
(iGTUNC040V)’ Relative Price Control impacts Date of Publication: 20 January 2012.     
https://www.ofgem.gov.uk/ofgem-publications/62804/unc392-and-igt040v-d.pdf 
 
2  Modification and Panel Meeting Igt UNC 11-01 Determinations ‘iGT031V "Amendment to 
AQ values present within the CSEP NExA Table to take account of revised Seasonal Normal 
Data (SND)’ 3 Operators (iGTs) rejected and 3 Users (Shippers) supported. 
http://www.igt-unc.co.uk/Modification+Panel+Meetings/2011+Meetings/January+ 
 
 

Likely impact on environment? 
How this proposal will, if implemented, impact on greenhouse gas emissions?  
 

None identified 

 

Implementation issues including impact on your systems 
 
None identified. 

 
 

Additional Information and Comments 
 
If this modification is implemented we would appreciate the Code Administrator 
considering our request to produce and maintain the versions of the CSEP NexA tables in an 
Excel format for publication on the iGT UNC website.  This would be in keeping with the 
operational efficiencies this modification seeks to improve. 
 
For additional transparency and ease of use, it would be helpful to include a ‘Valid from’ 
under Section 2, i.e. Version Cl-1.5 Valid from 29th June 2012. 
 

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

https://www.ofgem.gov.uk/ofgem-publications/62804/unc392-and-igt040v-d.pdf
http://www.igt-unc.co.uk/Modification+Panel+Meetings/2011+Meetings/January
mailto:iGT-UNC@gemserv.com

