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RFI details
	RFI reference
	RG004

	RFI title
	Review of IGT Governance and administration arrangements

	Version Number
	V0.2

	Date issued to Industry
	18/07/2018

	Response deadline
	15/08/2018

	Affected Industry Participant roles
	IGTs, Shippers, Suppliers, CDSP


Respondent contact details
	Name
	Chris Warner

	Company
	Cadent

	Email
	Chris.warner@cadentgas.com

	Telephone
	07778 150668

	Response Date
	22nd August 2018

	Anonymous response (Y/N)?
	N


Summary of Issue	

In March 2018, SSE raised a review group request (RG004 - Review of IGT Governance and administration arrangements). The rationale for raising the review group is that following implementation of Project Nexus, IGTs became signatories to the Central Data Service Provider arrangements, with all IGT Supply Meter Points being recorded and administered within a consolidated central system.  As a result of this, a majority of modifications in the UNC are resulting in corresponding changes requiring to be made in the IGT UNC. Consequently, since Project Nexus, significant IGT UNC Modification Workstream business has involved the assessment of the impacts of UNC modifications on the IGT UNC, resulting in parties raising mirror modifications to make the corresponding changes to the IGT UNC, or to make minor changes to IGT UNC references to the UNC due to the insertion or deletion of legal text within the UNC which has resulted from UNC modifications.  
The perceived problems for industry, as agreed by the June IGT UNC Workstream meeting are detailed below:
1. Much IGT UNC work is administrative and is resulting in industry resources not being used in the most efficient manner.
· It is perceived that an increasing number of modifications raised to the IGT UNC and its Ancillary Documents are raised to simply reflect changes to associated clauses in the UNC. It is considered that such changes may constitute a level of bureaucracy that could be avoided. Gemserv will carry out analysis to determine whether that perception is valid (see Appendix B).
· When changes are raised to the UNC that have an impact on the IGT UNC, it is not always possible to the proposer of the UNC change to raise the equivalent IGT UNC change (i.e. where the raising party is a Large Gas Transporter). This introduces a reliance on a third party (who is a party to the IGT UNC) raising the change to the IGT UNC when it may not be fully aligned to their interests.
· Due to the perceived administrative nature of much of the recent IGT UNC modification activity, it has been considered that engagement at Modification Workstream meetings has suffered, as parties may not prioritise meetings discussing changes of such nature (see Problem 2).
2. Engagement and attendance at IGT UNC Modification Workstreams has decreased, which could negatively impact the suitability of solutions developed by the group to be implemented by the market. 
· There is a perception that attendance at meetings of the Modification Workstream has decreased over recent months, which could be attributed to the implementation of Project Nexus changes, and the ‘pointing to’ approach.
· The Code Administrator will seek to confirm whether this perception is valid and whether any lower level of engagement is out of line with wider industry trends (see Appendix A).
3. Shipper positions on the IGT UNC Modification Panel are not being filled, creating a potential issue with quoracy.
· Since March 2018, there has been one Shipper vacancy on the IGT UNC Modification Panel, as no nominations were received to replace the previous incumbent. Whilst there remains a quoracy with two of three positions filled, there is a further Shipper position up for nomination in August 2018. If that position becomes vacant, quoracy cannot be obtained and Panel business will not be able to proceed. Code Administrator note – Whilst this is set out in Part L6.9, the Code does allow that where a Panel meeting is not quorate, a follow up Panel meeting can be scheduled at which the Voting Members present shall be a quorum. Whilst this may not be ideal, it does ensure that Panel business can continue regardless of the number of Panel positions filled. 
It is essential that this RFI is read alongside the appendices.
Assessment Request

We are asking all industry stakeholders to review this document including the detailed appendices and answer the 5 below questions. Where applicable please give detailed explanations, examples and where required a high-level cost/benefit analysis on all suggested solutions.	
Questions and responses
	Question 1
	

	The proposer of RG004 has outlined the following problem areas within the current IGT UNC governance:

· Much of IGT UNC work is administrative;
· Engagement and attendance has declined since Project Nexus Implementation; and
· Shipper positions on the Panel are not being filled. 

For each of these, do you agree these are a problem? Where you answer yes please indicate if you believe reform is required and any urgency/timeline required for any reform. 

Initial analysis of data can be found in Appendix B and C, and should be considered alongside the perceived problem statements above. [footnoteRef:1]Please provide a detailed justification of your position.  [1:  Appendix B and Appendix C] 



	1. Our experience is that most industry codes require significant administrative input which is largely concerned with governance. However, we find it difficult to validate this claim given that, while there has recently been a number of ‘consequential’ iGT UNC Modifications, this does not necessarily mean that this trend would continue (given our comments below on differences between the treatment of iGT Supply Points) and it is reasonable to assume that there will remain a requirement for individual iGT UNC Modifications to be developed and assessed.
2. Cadent does not attend iGT UNC Workgroups. However, the claim that engagement and attendance has declined seems unproven by the evidence presented in the Review and we note from Appendix B that Workgroup attendance appears to remain relatively healthy. While the advent of Project Nexus and Xoserve FGO has changed the contractual landscape for iGTs, we believe that there remain significant differences in the treatment of iGT Supply Points to that of UNC Supply Points which require attention by industry parties. 
3. Our observation is that it is a matter for Shipper Users to ensure they fulfil their obligations concerning iGT UNC governance and ensure that Panel membership requirements are met. It is unclear to us why individual iGT UNC Modification Panel seats are not being adequately filled by Shipper Users particularly given that there does not seem to have been a reduction in the extent of engagement by parties in iGT UNC Workgroups?



	Question 2

	The Review proposer and the review group have discussed a number of suggested solutions, these being:

1. To amalgamate all common areas of the IGT UNC and the UNC into the UNC and to make all those areas that are not common to both Codes an Ancillary Document to the UNC
1. To create a common UNC and IGT UNC modification process so that when a modification is raised under the UNC it considers the IGT UNC, and requires any changes to the IGT UNC legal text to be produced simultaneously
1. To amend the IGT UNC to reference the UNC at a much higher ‘section type’ level rather than at the clause level
1. To put the IGT UNC (and its Ancillary documents) in their entirety into the UNC as a separate section, akin to the IGTAD
1. Allowing the Code Administrator to raise non-material modification proposals on behalf of industry in order to cut down on duplicated resource, and reduction in the frequency of modification workstream meetings.
1. ‘Do nothing approach’ 

Please provide your view on each solution including where possible the anticipated costs / benefits for each solution?
Some detailed analysis of these solutions can be found in Appendix A.[footnoteRef:2] [2:  Appendix A. ] 


	
We would draw attention to the significance of some of the solution options identified by the review. In the case of code amalgamation, or significant changes to governance of the present arrangements our view is that this must be considered in the context of the strategic vision for the industry over, for example, the next 5 years. To this extent, prior to embarking on any development work we believe the involvement of customers and Ofgem is vital to help gauge how this might fit in with the overall strategic direction for the industry. In this respect reference should be made to Ofgem’s consultation last year on implementing the CMA recommendations for industry code governance remedies.

Mindful of the above, we have the following comments on the solution options:  

1. We would suggest that the ‘bespoke’ terms pertinent to iGT Supply Points only would form a new Section of UNC rather than an Ancillary Document. While we can see some merit in amalgamation as a medium/longer term solution, we do not support this course of action at this time given the significant industry workload associated with the establishment of the new Retail Energy Code (REC) in particular. We feel that subsuming the iGT UNC into UNC as envisaged would present a significant task and potentially divert industry attention at a critical time.
2. We consider there may be merit in exploring this approach further albeit there are likely to be unforeseen complexities particularly concerning identification of costs and funding. For example, we believe Code parties not operating on an iGT network should not be responsible for any costs associated with extending the modification process in this manner, administration of governance or production of legal text, etc. It also seems odd for governance of a Code to be administered under another Code and it is unclear how this might be effective contractually. 
3. In general we do not support this approach. The complexity of terms and variations between the treatment of iGT and GDN Supply Points suggest that this measure would lack sufficient granularity for iGT UNC parties. However, provided a comprehensive review of relevant iGT terms were undertaken and relevant changes made to ensure ‘continuity’ then such a measure may be feasible.
4. Not supported at this time. This approach would result in unnecessary complexity and duplication.
5. Not supported. We believe that as non-contracted parties it would be inappropriate for Code Administrators to formally raise Code Modifications. We do not believe it is necessarily burdensome for parties to raise non-material Modifications and indeed Cadent has raised many such Proposals under the UNC without difficulty. However, we do believe governance administration entities have a responsibility to support and assist in their ‘critical friend’ role and there is no reason why draft proposals can be prepared and/or the content improved upon by the code administrator to help the proposer.
6. Notwithstanding that some of the evidence provided in the appendices appears to challenge some of the drivers for change, we believe there is merit in seeking to bring the two Codes together and on this basis ‘do nothing’ seems to be not a sustainable option. We would suggest that once the new REC arrangements have been implemented, that a programme of work (possibly under an Ofgem Strategic Code Review (SCR)) be initiated to more closely assess the implications, pre-requisites and requirements for code amalgamation. In general Solution 1 appears to us to be the ultimate goal and we would question whether any of the other options would deliver tangible long term industry benefit.



	Question 3

	Does your organisation have a preferred option? Please advise which and any rationale for this. 


	In the short term, Option 6. However in the medium/long term, Option 1 would be Cadent’s preference. We have set out our reasons for this above.



	Question 4

	Do you believe there are any key areas of concern that the Review Group has not identified? Or do you have any other solutions that you would like the Review Group to consider?

	Given the apparent limited scope of the review we have not identified any areas of concern. However, should a requirement for change materialise, we believe there needs to be a much more in depth consideration of the drivers and implications of this. This should include consideration of licencing impacts, cost & funding and impact on existing governance administrators.



	Question 5

	Any other comments or questions?

	[bookmark: _GoBack]We note that the presence of this RFI was something of a surprise to the UNC Modification Panel and it may have been beneficial for an appropriate briefing to be provided in advance to members.



Returning the RFI

Please return your RFI response to the Code Administrator at igtunc@gemserv.com.
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