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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
	22/08/2018

	Affected Industry Participant roles
	IGTs, Shippers, Suppliers, CDSP


Respondent contact details
	Name
	Rob Johnson

	Company
	ESP Utilities Group 

	Email
	Rob.johnson@espug.com

	Telephone
	01372 587 507

	Response Date
	22/08/2018

	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] 



	ESP Utilities Group (“ESP”) agrees that many of the modifications that pass through the IGT UNC modification process are repeat exercises of the process that has already taken place under the UNC. We note that this is a problem that largely affects shipper participants of the IGT UNC and UNC change processes; IGTs are not (if at all) impacted to the same extent. A reform could have a positive effect to reduce the administrative burden on shipper participants, but we strongly advise that any steps taken are carefully considered and proportionate to the underlying problem.

On engagement and attendance, ESP is not convinced that low attendance is an indicator of a problem with governance arrangements or the modification process.  Moreover, it could be considered a sign that the code runs smoothly.  In our opinion the data in Appendix B is indicative that the attendance is typical amongst many codes as it both waxes and wanes over time, with attendance peaking whenever an issue of importance arises. We have not been presented with conclusive evidence that there has been a permanent drop in interest in the IGT UNC. Furthermore, engagement can be achieved to a lesser degree without attending meetings.     
 
On shipper panel vacancies (and potential lack of quoracy), ESP’s analysis shows that the foremost impact is a lengthening of timescales to implement a modification. This would only present an issue in the case of urgent modifications, which under the IGT UNC are not commonplace. ESP is disappointed by the lack of willingness within the shipper community to fill the current vacancy, especially as there is provision to delegate a vote to an alternate under the IGT UNC . Furthermore, the time commitment is in comparison to other frameworks, low.  

With regard to the question of urgency, ESP does not see that there is a requirement for a pressing change.  In consideration of the complexity of the issue, ESP would prefer that a carefully considered change proposal be developed to avoid implementation of an inappropriate solution that has the potential to create new problems.



	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. ] 


	· Solution 1:  Although this solution may eliminate duplicated tasks carried out under both codes within the modification process, ESP does not agree that it would fix the key issue of engagement. ESP believes this solution may also exacerbate the problem identified, as widening the spectrum of topics within a combined UNC and IGT UNC framework could reduce the level of significance of the topics discussed in general for some parties, leading to a reduction of interest which runs counter to the objective of this review.

Amalgamation of the UNC and IGT UNC will be a large and complex piece of work, as significant changes to both documents would be required, using up industry resources when there are other significant cross-industry work programmes currently underway that should take precedence. ESP is also concerned that if the task to combine the codes not be completed to a very high standard, then the risk of omissions could be high, resulting in increased likelihood of unintended and unanticipated negative impacts. Furthermore, the Faster Switching programme may trigger another review of the code/s which could duplicate the tasks or even render the work carried out meaningless.

ESP also perceives additional risks for IGTs in this solution in that representation under governance structures under a combined code may lead to IGTs becoming more susceptible to hostile modifications than previously experienced. Due to this, Solution 1 would likely trigger a need to review the UNC governance structure.

ESP acknowledges that code amalgamation is the eventual goal, but does not envisage that as achievable or necessary at present and so is not in support of this option.

· Solution 2:  This solution fulfils the requirement to reduce the administrative burden with respect to “mirror” modifications without risking the unwanted side effects of a time consuming and expensive large scale code amalgamation exercise.  Furthermore, ESP recognises that having separate governance structures with a more defined remit will be less unwieldy than a single code solution.

ESP agrees that this solution is unlikely to increase participation, but as stated previously, ESP is of the opinion that attendance will fluctuate dependent on the nature of the issues being discussed.

ESP sees the benefits of both options proposed by Solution 2, but of those two options, ESP is more in favour of Option B as it better preserves the ability of the UNC Panel to retain voting rights. 

· Solution 3:  ESP does not see this option as a viable solution.  The analysis carried out under IGT039 establishes why certain clauses under the IGT UNC need to remain distinct from the UNC.

· Solution 4:  In much the same way that Solution 1 does, Solution 4 achieves the goal of eliminating duplicated tasks carried out under both codes within the modification process, however the benefits to implementation of this solution are outweighed by the drawbacks:

Like Solution 1, significant changes to the IGT UNC are required in order to implement this solution, and again, suffers from the same issues Solution 1, that a poorly executed implementation will result in increased likelihood of negative impacts.

Like Solution 1, it is most likely that this will also be an extensive project, with significant resource and time commitments and would suffer. Again, timing would have to be carefully considered as it is likely that the Faster Switching programme will trigger another review of the code/s which could result in duplication of work.

· Solution 5:  ESP supports this option which we think can be implemented in addition Option 2, as they are not mutually exclusive. While Solution 5 achieves a reduction in the administrative burden, it does not reduce the requirement for shippers to attend duplicate work group meetings under both the UNC and IGT UNC.  We suggest Solution 5 be used as a temporary measure while another, more appropriate solution is formed and implemented.

· Solution 6: ESP is not in favour of this issue as it does not make any improvement in terms of efficiency to the status quo but still find this a more preferable outcome to Solutions 3 and 4.
  




	Question 3

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

	ESP’s preference is for Solution 2 (Option B) and Solution 5, as together, they reduce the administrative burden where a consequential change under the IGT UNC would be identified as necessary following a UNC Modification.  They accomplish this without a lengthy process to amalgamate the codes, without exposing IGTs and other code participants to unintended consequences, and without diminishing the influence IGTs have regarding industry change.   The key issue for ESP is the extent to which the same change has a unilateral impact on both GDNs and IGTs; the two businesses are not the same, and as such, we believe Solutions 1, 3 & 4 are inappropriate and may introduce disproportionate risk.



	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?

	ESP has highlighted that the proposal for Solution 3 may not be viable due to previous analysis carried out under IGT039, and is of the opinion that further discussion may eliminate this as an impractical solution.



	Question 5

	Any other comments or questions?

	[bookmark: _GoBack]ESP is not convinced that any of the solutions presented here will have any measurable impact on two of the three drivers for this review.  While the solutions presented will undoubtedly increase efficiency in the administration of the change process in various differing ways, ESP does not envisage that it will have any appreciable impact on either the engagement of the code or the ease (or lack, thereof) in which panel positions are filled. 



Returning the RFI

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