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Shrinkage is forecasted annually and procured at a flat daily rate, with the
difference between forecast and actual volumes reconciled at year end
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The current iteration of the Uniform Network Code describes the method
for determining the daily estimated amounts of LDZ Shrinkage
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the LDZ Shrinkage Quantity for each
Formula Year will be determined as the
aggregate of the estimated amounts
(...) in the LDZ for the Formula Year,
divided by the number of Days in the
Formula Year

Uniform Network Code
Section N 3.1.2

https://www.gasgovernan

ce.co.uk/UPS08/277




Historically, DNs produced forecasted volumes of Shrinkage losses for a
year, which were then converted to a daily Shrinkage factor

Distribution Networks calculated the Profiled Shrinkage Example
forecasted emissions for the
formula year.

The forecasted emissions were
submitted for consultation with
interested parties.
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A proposal was implemented to change from Shrinkage factors to
quantities, in essence, the introduction of flat-rate daily volumes

Network Code Modification 0203
Background:

Ofgem proposed setting a fixed volumetric allowance for Shrinkage
for each LDZ, stating that throughput-based purchases could lead
to windfall gains or losses.

Ofgem concluded that there is little correlation between shrinkage
and throughput.

Changes to Section N of UNC were required:

» to update references to LDZ Shrinkage Factors to reflect LDZ
Shrinkage Volumes.

* make appropriate amendments to the industry notification
processes, namely current Shrinkage Factor Initial and Final
Proposals.

Result: The Authority concluded that change should be implemented.

ofgem
Reasons for the Authority’s decision

The UNC defines the volumes of gas that are required to be purchased by GDNs for
Shrinkage purposes. Currently the volumes are based on shrinkage factors. Following
the changes implemented in the GDPCR the GDNs are exposed to windfall gains or losses

mitigate the GDNs' exposure to windfall gains and losses and thus lead to more effective
allocation of costs, which in turn will lead to benefits to consumers through greater
efficiency across the industry.

(...)

As explained r:!l:n:n.re,,I Ofgem’s analysis shows no correlation between shrinkage and 1!

1demand and that a fixed quantity better reflects the actual amount of shrinkage.1 Ofgem
therefore considers the existing shrinkage factor itself causes mis-allocation and that this
Proposal will reduce the effect.

https://www.gasgovernance.co.uk/sites/default/files/ggf/UNC203D.pdf




The DPLA technology trials could provide demonstrable outputs that will
identify any day-by-day Shrinkage fluctuations and associated materiality
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We are on the cusp of refreshing our methods for measuring emissions,
and this new understanding is paramount for apportioning Shrinkage
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