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Introduction & Background

This publication sets out the charging methodology, charges and scope for User Pays Services
and the scope of Core Services which will apply from 1 April 2008, as required by Standard
Special Condition A15 of the Gas Transporter Licence. xoserve provides these services on
behalf of the Gas Transporters as the appointed Agency. This document is published jointly by

the following organisations:

National Grid Gas (Distribution)
National Grid Gas (Transmission)
Northern Gas Networks

Scotland Gas Networks
Southern Gas Networks

Wales & West Utilities

and does not override or vary any of the statutory, licence or Uniform Network Code obligations

upon the above organisations.

User Pays Services are categorised as Code Services or Non-Code Services. Code Services
are those relating to certain Gas Transporter obligations contained in the Uniform Network

Code. Non-Code Services are all other User Pays Services.

Charges for Code Services will be invoiced in the name of the relevant Gas Transporter who

will collect the associated revenue:

(a) subject to (b), in accordance with Section S of the Transportation Principal Document of the
Uniform Network Code and invoices will be issued by xoserve utilising the UNC invoicing

processes, or

(b) in accordance with invoices issued by xoserve not utilising UNC processes, where the User
Pays Service is of the type described in Appendix 1, item 6(f), or of the type described in
Appendix 1, items 6(a) to (e) and the applicant does not satisfy all of the User Accession
arrangements under Section V2 of Transportation Principal Document of the Uniform Network
Code.

For Non-Code Services, a standard set of Terms & Conditions and Service Schedules will be
published by xoserve and users of such services will request a service via a Service Order.
Charges for Non-Code Services will be invoiced in the name of xoserve who will collect the
associated revenue in accordance with the published Terms & Conditions. Invoices will be
issued by xoserve, their frequency depending on the nature and use of the service. Further

details are provided in the Terms & Conditions.

For all User Pays Services, supporting information will be provided with each invoice to allow

users of such services to validate their invoices.
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2. Scope of User Pays and Core Services
2.1 User Pays Services are those services listed in Appendix 1.

2.2 The number and scope of User Pays Services are as shown in Appendix 1 of this document
but such number may be revised from time to time by a modification to the Agency Charging

Statement made in accordance with SSC A15.

2.3 Core Services are those services which are Transporter Agency Activities as defined in Section
V6.5 of the Transportation Principal Document of the Uniform Network Code and which are not

User Pays Services.
3. Charging Methodology
3.1 The objectives of the charging methodology, as specified in SSC A15, are that:

(@) Charges should, as far as reasonably practicable, reflect the costs in providing the

services;

(b)  Charges should not unduly discriminate between or unduly prefer any person or class or

classes of person.

3.2 The charging methodology for the User Pays Services detailed in Appendix 1 is that the charge
for each unit of service will be set based on a forecast of costs to deliver the forecast demand
for the service. The costs used to derive the charges will reflect the cost of employees and
other expenses that can be directly associated with the provision of the service, plus an
appropriate level of overhead (property, systems etc) determined using an activity cost basis
methodology (Appendix 2). The demand forecast will be based on the historical take-up of
services, the impact of different charging levels and the availability of alternative service
providers. The charges will allow for a reasonable margin to be made when demand is at the

forecast level.

3.3 In the event of new or amended services being treated as User Pays Services, the charging

methodology will be reviewed once the details of the services have been defined.
4. Charging Basis and Charges

4.1  The charging basis and charges for each of the User Pays Services is shown in the Appendix
1. For the services categorised as Non-Code, further details of the triggers for incurring
charges are provided in the User Pays Services Terms & Conditions and Service Schedules
published by xoserve. The Terms & Conditions also include details of the invoice dispute

process for Non-Code services.

4.2  Gas Transporters are required to keep this publication under review and may from time to time
modify the statement. It is envisaged that the first review will be no more than six months after

the commencement of the new regime.
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Appendix 1 — Schedule of Agency User Pays Service Charges

Service ltem Description Type | Service Detail Services Recipient | Charging Basis | Charge (£)
1.Provision of A supply point information service, as | Non- | Internet Access to Data Those persons
Information required by SSC A31.2d of the Gas Code entitled to the
Transporter Licence to facilitate Telephone service in _
changes of supplier. accordance with
SSC A 31.2d
DVD
Email
2. Reports A series of standard reports providing | Non- Shippers under UNC
information about a shipper’s Code
portfolio is available to shippers.
3. AQ Enquiry As part of the Annual Quantity Non- Shippers under UNC
Review and Appeals processes, Code
shippers are able to submit meter
read data and obtain a trial
calculation of an Annual Quantity.
4. Must Reads If a shipper does not provide meter Code | One meter at the supply point Shippers under UNC
readings in compliance with the
Uniform Network _C‘o.de, the Gas Two meters at the supply point Shippers under UNC
Transporter may initiate processes to
obtain a meter read, referred to as a _
‘must read’. A charge will be made Three or more meters at the supply | Shippers under UNC
for each must read. point
5. Shipper Agreed Where shippers do not agree with an Code Shippers under UNC

Reads

estimated opening reading, xoserve
will load an agreed revised reading
submitted by the incumbent shipper.

Page 4 of 6

v2 for Review



Service ltem Description Type | Service Detail Services Recipient | Charging Basis | Charge (£)
6. User Admission The delivery and installation of IX Code | (a) The delivery and installation of | Applicant Users who
equipment on the applicant’s basic IX equipment wish to be admitted
premises are required to enable the to UNC
sending and receipt of
_(I:_ommunltcayor’\llstundtle(rct:h%Gas (b) The delivery and installation of | Applicant Users who
ransporters Network .ode. small 1 IX equipment wish to be admitted
In addition, in order to accede to a s °
Gas Transporter's Network Code a
number of conditions are required to (c ) The delivery and installation of | Applicant Users who
be satisfied. This process requires small 2 IX equipment wish to be admitted
administration. to UNC
(d) The delivery and installation of | Applicant Users who
medium IX equipment wish to be admitted
to UNC
(e) The delivery and installation of | Applicant Users who
large 1 IX equipment wish to be admitted
to UNC
(f) Administration of the shipper | Applicant Users who
admission process. wish to be admitted
to UNC
7 Ad-hoc additional Ad-hoc services which are additional Non As agreed at the time of request. Shippers under UNC | Priced by Priced by
services to those provided in items 1 to 6 Code quotation quotation

inclusive and which are not
contestable, i.e. there is no
alternative source for the additional
service.

Note: Further details on the charge triggers and charging basis are available in the service schedules.

Page 5 of 6

v2 for Review



Appendix 2 — Activity Cost Basis Methodology

Attachment: g
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Activity Cost Base (ACB) in xoserve

An Overview of the Methodology
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1.0 Background

The purpose of this paper is to provide a summary of the Activity Cost Base (ACB)
methodology used in xoserve.

Obligations are placed on Network Operators by Standard Special Licence Condition
A15(3)(ii) of the GT licence — “the costs of agency shall be determined on an activity basis
such that the services and systems costs associated with each activity, as set out within the
uniform network code as being the scope of agency, are separately assessed and reported.”

The ACB methodology described below is intended to meet this obligation.

2.0 Activity Cost Base Methodology

The scope of the methodology is the activities included in Schedule 2 of the Agency Services
Agreement (ASA) which specifies the services xoserve provides to the Network Operators.
The services are shown in three levels of detail — Service Line (e.g. Provide and maintain
Supply Point Register), Service Description (e.g. Manage Supply Point Register) and Service
Requirement (e.g. Respond to Supply Point enquiry).

The cost base is split into five distinct areas.

= Employee costs (e.g. Salaries & Associated Costs, Agency and Travel &
Subsistence).

Non Employee costs (e.g. Printing and Stationary, Training and Telephones).
Bought in services (Non IS) (e.g. Property, M Numbers, and Business Services).
Bought in Services (IS Core).

Bought in Services (IS projects).

Cost drivers are used to apportion costs for each area to each service line. Different drivers
are used depending on the nature of cost involved. For example, activities that are labour
intensive can be driven using proportions of manpower time spent against those activities.
Cost drivers will be explained in greater detail in the next section.

3.0 Cost Driver Selection

The cost drivers used are as follows.

3.1 Employee costs

3.1.1 Direct - Departments who deliver ASA services

xoserve uses a well established system to record time taken against activities. The activity
codes from this system have been mapped to the most appropriate ASA service lines. Costs
are allocated to service lines in proportion to the amount of resource used to complete the
activity. Direct staff numbers are used to drive Salary and Associated Costs whilst Agency
numbers are used to drive Agency costs.

3.1.2 Support — Departments not delivering specific ASA services
The resources and costs of those departments who are not involved with the delivery of

specific ASA services (e.g. HR, Finance & Business Support) are attributed in proportion to
the total direct resource per service line.
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3.2 Non Employee Costs

Where non employee costs are incurred as a result of delivering a particular service (e.g. RdD
Audit), these will be allocated directly to that service line. The remainder of non staff costs are
allocated across all service lines in proportion to the direct and support resource against it.

3.3 Bought in Services (Non IS)

Non IS bought in services are treated in the same way as non employee costs. Several
bought in services can be allocated directly to service lines (e.g. Domestic M Number service
outsourced to National Grid). The remainder of this type of bought in service are allocated to
service lines in proportion to the direct and support resource against it.

3.4 Bought in Services (IS Core)

IS charges can be broken down into a number of categories. The bulk of the charges are

incurred in running and maintaining applications such as Gemini, Invoicing 95 and Sites &
Meters. Categories such as asset leasing charges, software licence costs and application
workpacks are allocated to the relevant software application that has incurred the cost.

The total application costs are then allocated to the relevant service lines based upon
recommendations provided by appropriate experts within the business.

The remainder of the categories are driven to service lines in proportion to the direct and
support resource against it. These are :-

= Network Infrastructure

= Desktop

= Helpdesk

= Contract Management (purchase)

3.5 Bought in Services (IS Projects)

Expenditure incurred under Change Budget and Business Improvements categories is
allocated, with input from xoserve Business Projects, to the most appropriate service line. For
example, any changes or improvements to the Supply Point Register will be allocated to that
service line.

Infrastructure upgrade costs are allocated to the specific application which has benefited from
the work being undertaken.

The cost drivers used are summarised in the appendix.

4.0 Summary

The ACB methodology developed for xoserve ensures that costs are allocated to activities
using the most appropriate drivers: -

=  Where possible, resource costs being allocated in proportion to time taken to
complete activities.

= If a non staff or bought in service cost is incurred in the delivery of one or more
service lines then the cost is allocated directly to the relevant service lines only.

= The cost of applications is driven to service lines based on advice from appropriate
experts from within xoserve.
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Appendix — Summary of Cost Drivers
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