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MODIFICATION 0843
ESTABLISHING THE INDEPENDENT SHRINKAGE CHARGE AND THE INDEPENDENT SHRINKAGE EXPERT	Comment by Dentons: Previous comment was that no new ‘charge’ for purposes of TPD S and Annex S-1.	Comment by David Morley: No, the previous comment was not that there’s no new ‘charge’ for purposes of TPD S and Annex S-1. 

The previous question was: 

“Not a new type of UNC ‘charge’ as such, rather (at least for DN) a requirement to purchase additional shrinkage gas quantities in accordance with existing processes?” 

and the response to this was
comment was: 

“No, 0843 creates a new type of charge. 0843 does not create additional Shrinkage. The proposal under 0843 removes shrinkage model error from UIG and charges it to DNs as the Independent Shrinkage Charge.”

No consideration has been given by me so far as to whether amendments need to be made to TPD S and/or Annex S-1. As legal text provider what would you suggest? 

[Draft] Proposed Legal Text

TRANSPORTATION PRINCIPAL DOCUMENT
SECTION E: DAILY QUANTITIES, IMBALANCES AND RECONCILIATION 
Amend paragraph 1.5.1 to read as shown below:
1.5.1 	In respect of each LDZ:
(a) 	the "LDZ Daily Input Quantity" is the aggregate quantity of gas treated as flowing into that LDZ on a Day, less the quantity (if any) treated as flowing out of the LDZ into another LDZ;
(b) 	the "LDZ Daily Quantity Offtaken" is the aggregate quantity of gas treated as offtaken from the Total System on a Day at all Supply Points and Connected System Exit Points (and including Unidentified Gas) on that LDZ, determined by adjusting the LDZ Daily Input Quantity to take account of LDZ Shrinkage, ISE shrinkage and changes (between the start and the end of the Day) in LDZ stock.
Amend paragraph 7.3 to read as shown below:
[ ]	Comment by Dentons: Comments noted re not changing 7.3.1, and from Xoserve re possible changes to 7.3.2, TBD.	Comment by David Morley: The outcome of the comment exchange between myself and CDSP in v1.0 of your legal text (see comment dated 02/05/2024, 16:04 by Josie Lewis) was the within-day reconciliation undertaken by 7.3.1 does work if drafted like this: 

“7.3.1	A reconciliation shall be carried out …
(a)	(after the Exit Close-out Date in relation to any Day, an adjustment is made in respect of the LDZ Daily Quantity Input for an LDZ, in respect of an amount calculated by multiplying such adjustment quantity of gas by the System Average Price for the Day on which such adjustment was deemed by the Transporter to relate; 
(b)	pursuant to Section N3.4, an adjustment is made in respect of the aggregate amount of LDZ Shrinkage for any LDZ in any Gas Year , in respect of an amount as provided in the LDZ Shrinkage Adjustments Methodology and
(c)	pursuant to Section N5.5, an adjustment is made to the aggregate amount of LDZ Shrinkage for any LDZ in any [Gas Year], in respect of an amount as provided in the [ ].”
Add new paragraph 7.6 to read as follows:	Comment by Dentons: TBC this approach in line with what intended by BR8.	Comment by David Morley: Do you mean BR 10. “Reconciliation of ISC”?
7.6	IS Expert LDZ Reconciliation	Comment by David Morley: 7.6 is not needed if you have 7.3.1 and N, 5.5?	Comment by David Morley: Linked to comment for N5.5.2(C)	Comment by Ellie Rogers: Xo comment - This is new from the previous version and I’m not quite following it. I can’t quite understand the logic related to UIG Reconciliation. 

I think linking back to section 7.3 of E makes sense. This is because our understanding about the ISE reconciliation is that it is dependent on the DNO shrinkage reconciliation which is covered under E 7.3.1 (b). Also links to UIG Reconciliation are made in this section which is makes sense to apply to the IS Reconciliation. 
7.6.1	For the purposes of this paragraph 7.6 "IS Expert" LDZ Reconciliation is LDZ Reconciliation arising in relation to a Formula Year following preparation of the IS Reconciliation Statement for such year.
7.6.2	In relation to IS Expert LDZ Reconciliation, Unidentified Gas Reconciliation shall be carried out separately (and the IS Expert Reconciliation shall be excluded from the ordinary Unidentified Gas Reconciliation carried out in respect of each Reconciliation Billing Period) and for the purposes of paragraph 7.1.2 and 7.1.3:
(a)	references in those paragraphs:
(i)	to Reconciliation Billing Period are to [the month in which IS Expert LDZ Reconciliation is carried out]
(ii)	LDZ Reconciliation carried out in a Reconciliation Billing Period are to IS Expert LDZ Reconciliation;
(iii)	the Aggregate Reconciliation Quantity and Aggregate Reconciliation Clearing Value are to the Relevant IS Reconciliation Quantity and [ ] determined in accordance with Section N5.5.2 and [ ];	Comment by Dentons: How is the Relevant IS Reconciliation Quantity i.e. the quantity to be used for an UIG reconciliation valued?	Comment by David Morley: The quantity of gas removed from UIG will be equal to the quantity of gas that must be covered by Transporters. If you update the definition under “LDZ Daily Quantity Offtaken” to align with CDSP’s feedback given in the last set of comments, then the redlining within this version v.2 for 2.6.1 is not needed?
(b)	the Unidentified Gas Reconciliation Period is the Formula Year.
SECTION H – DEMAND ESTIMATION AND DEMAND FORECASTING
Amend paragraphs 2.6.1 and 2.6.2 to read as shown below:
2.6.1	The "Unidentified Gas" (UIG) for a LDZ and a Day shall be determined as follows:
UIG = (LDQO – AULOQ) -  (DISLQ + DISIQ)  	Comment by Dentons: Comment suggests this change accepted, TBC.	Comment by David Morley: No, the final position was “TPD E1.5.1 has the definition of LDQO where shrinkage is already accounted for. For consistency , it feels sensible to include reference to the Independent Shrinkage quantities within the LDQO. Using this approach, the calculation within 2.6.1 does not need to change, but simply the definition in E1.5.1. ”	Comment by Ellie Rogers: Xo comment - By adding the Independent Shrinkage quantities within the LDQO definition in Section H 1.5.1, doesn’t this negate the need to include these new definitions and changing the calculation?

By adding these definitions, it would double count the Independent Shrinkage quantities because they should already be covered in the LDQO. 
	where:
	LDQO		is the LDZ Daily Quantity Offtaken;
	AULOQ		is the aggregate for all Users of the User LDZ Offtake Quantities for the Day;
DISLQ	is the Daily IS LDZ Quantity for the Formula Year in which such Day falls;	Comment by Ellie Rogers: Xo comment - As per comment above, by adding the Independent Shrinkage quantities within the LDQO definition in Section H 1.5.1, doesn’t this negate the need to include these new definitions and changing the calculation?

By adding these definitions, it would double count the Independent Shrinkage quantities because they should already be covered in the LDQO.
DISIQ	is the aggregate of the Daily IS IGTS Quantity for the Formula Year in which such Day falls for each IGTS connected to the LDZ,
(the DISLQ and the DISIQ being in each the case [the forecast quantities] specified as such in the IS Statement for the Formula Year published in accordance with paragraph 5.4.1).
2.6.2	The "Forecast Unidentified Gas" (FUIG) at any time for a LDZ and a Day shall be determined as follows:
FUIG = ALFD– AULNQ  
	where:
	AFLD	is the Forecast LDZ Demand for the Day (in accordance with paragraph 5.2.7(a)) at that time, adjusted to exclude forecast LDZ shrinkage, ISE shrinkage and forecast stock change;
	AULOQ	is the aggregate for all Users of the User LDZ Nomination Quantity for the Day at that time;	Comment by Ellie Rogers: Xo comment - as per comments above, we don’t think these definitions are required. 
and DISLQ and DISIQ shall have the meanings given in paragraph 2.6.1.

SECTION N - SHRINKAGE
Renumber existing paragraph 5 as a new paragraph 6.
Insert new paragraph 5 to read as follows:
1. INDEPENDENT SHRINKAGE EXPERT
Interpretation
For the purposes of this paragraph 5:
in respect of a Formula Year and an LDZ 	Comment by Dentons: Definitions at (a) and (b) moved up as requested.	Comment by David Morley: Thank you
the "Annual IS IGTS Quantity" is the Independent Shrinkage IGTS Quantity for the IGTS and the Formula Year;	Comment by Ellie Rogers: Xo comment - it looks like this clause should be switched with 5.1.1 (b) (i). This is because the heading of (b) related to IGTS but the definition in (i) links to LDZ shrinkage. 
the "Daily IS LDZ Quantity" is:
where the Annual IS LDZ Quantity is positive, a quantity equal to the Aggregate IS LDZ Quantity divided by three hundred and sixty five (365);
where paragraph (i) does not apply, zero; 
in respect of a Formula Year and an IGTS:
the "Annual IS LDZ Quantity" is the Independent Shrinkage LDZ Quantity for the Formula Year and the LDZ, less the LDZ Shrinkage Quantity for the Formula Year and LDZ (estimated by the relevant Transporter and notified to the Authority in accordance with paragraph 3.1.7 (or as otherwise determined pursuant to paragraph 3.1.8));
the "Daily IS IGTS Quantity" is:
where the Annual IS IGTS Quantity is positive, a quantity equal to the Annual IS IGTS Quantity divided by [365];
where paragraph (i) does not apply, zero;
the "Independent Shrinkage LDZ Quantity" or "ISLQ" is, in respect of an LDZ and a Formula Year, the quantity which the ISE estimates to be the LDZ shrinkage and identified in the IS Annual Statement;
the "Independent Shrinkage IGTS Quantity" or "ISIQ" is, in respect of an IGT System and a Formula Year, the quantity which the ISE estimates as shrinkage in the IGTS and identified in the IS Annual Statement;	Comment by Dentons: Not sure re suggestion this should refer to an LDZ?  To do with quantity relating to all IGTSs connected to the LDZ? Which would be a quantity covering IGTSs in different ownership, i.e. attributable to different IGTs.	Comment by David Morley: Your wording is fine from my point of view. To explain, the ISIQ is the difference between IGT shrinkage and the ISE’s view of shrinkage. As IGT shrinkage is always 0, ISIQ must be the quantity that the ISE estimates as shrinkage.
the "IS Annual Statement" is the statement prepared by the IS Expert for a Formula Year (and in advance of such Formula Year) pursuant to paragraph 5.4; and
the "IS Document" is the document entitled '[ ]' which sets out:
the procedure for the appointment of the IS Expert;
the qualifications and competencies which the IS Expert is required to hold;
the criteria for selection of the IS Expert;
the [material] terms of the IS Expert Contract;	Comment by Ellie Rogers: Xo comment - I think from the last version we agreed with the proposer that this would be removed because the terms of the IS contract won’t be set out in the IS Document. 	Comment by Dentons: No different from 9.1.1(a)(iv), so what about material?	Comment by David Morley: Fine for me
procedures and the timetable for establishing and updating the IS Model and the IS Methodology and preparing the IS Annual Statement; and
[such other matters (consistent with this paragraph 5) as the Committee and the Transporters may agree;
"ISE Shrinkage" means [in respect of an LDZ and a Day, the sum of the Daily IS LDZ Quantity and the Daily IS IGTS Quantity];
the "IS Expert" is the person from time to time appointed as such expert pursuant to paragraph 5.2;
the "IS Expert Contract" is the contract between the CDSP and the IS Expert pursuant to which the IS Expert agrees to act as the IS Expert;
the "IS Methodology" is the methodology used by the IS Expert to acquire data which can be utilised for the purposes of the IS Model;
the "IS Model" is the model used by the IS Expert to estimate the IS Quantities;
"IS Quantities" means the Independent Shrinkage LDZ Quantity and the Independent Shrinkage IGTS Quantity for a Formula Years determined in accordance with the IS Model;
"IS Reconciliation Statement" is the statement prepared by the IS Expert for a Formula Year (following the end of such Formula Year) pursuant to paragraph 5.5;
"Relevant IS Reconciliation Quantity" has the meaning given in paragraph 5.5.2.
The IS Document is a UNC Related Document and a reference to the IS Document is to such document as from time to time in force.
A reference in this paragraph 5 to the Committee is to the Uniform Network Code Committee or (where established) the relevant Sub-committee.	Comment by Dentons: See GT B4.3.	Comment by David Morley: Fine for me
The Committee shall (inter alia) have the functions set out in this paragraph 5 and the IS Document.
Appointment of IS Expert
A person shall be appointed by the CDSP in accordance with this paragraph 5.2 for the purposes of:
developing and updating the IS Model and the IS Methodology;
in respect of a Formula Year and each LDZ:
estimating the Independent Shrinkage LDZ Quantity;
calculating the Annual IS LDZ Quantity;
in respect of a Formula Year and each IGT System:
estimating the Independent Shrinkage IGTS Quantity;
calculating the Annual IS IGTS Quantity; 
preparing the IS Annual Statement and the IS Reconciliation Statement for each Formula Year in accordance with the timetable set out in the IS Document; and
sending a copy of the IS Annual Statement and the IS Reconciliation Statement for each Formula Year to the Authority.
The CDSP shall, subject to and in accordance with the IS Document and the requirements of the Committee:
prepare arrangements and documentation for a tender for the appointment of a person to act as the IS Expert;
conduct a tender on the basis of such arrangements and documentation;
review and assess the proposals made by persons tendering for appointment as the IS Expert ('bidders') pursuant to the tender;
where appropriate (for the purposes of appointing a bidder as the IS Expert) enter into discussions with one of more bidders;
seek to enter into an IS Contract with the preferred bidder;
perform the CDSP obligations and exercise the CDSP rights in accordance with the IS Contract.
Without prejudice to the requirements of the IS Document, the CDSP may seek guidance or direction of the Committee in relation to:	Comment by Ellie Rogers: Xo comment - no comment on the LT clause but point for the proposer. 

Within the IS Document (Framework) within 3.2, it sets out what will happen if a procurement is unsuccessful. In clause 3.2 © it mentions going out to a second procurement and then if unsuccessful, go to UNCC (clause 3.2 (d)). 

This is a slight contradiction and could cause confusion in the future with what route to take. With UNC having authority over the Framework, we would expect to go to straight to UNCC if a procurement has been unsuccessful. This would make clause 3.2 © irrelevant.

Our suggestion is to remove this clause and replace it with current clause (d), but removing reference to a second procurement. 
what steps are to take in the event no suitable person seeks appointment at the IS Expert or is willing to sign an IS Contract;
any step the CDSP proposes to take (or not take) in relation to the activities to be undertaken by the IS Expert under paragraph 5.2.1, 
the CDSP's activities for the purposes of paragraph 5.2.2;
and in relation to the IS Contract.
This paragraph 5.2 shall apply on each occasion on which an IS Expert is to be appointed.
Terms of engagement of IS Expert 
Nothing in this paragraph 5 shall require the CDSP to enter into an IS Expert Contract on terms which in the CDSP's reasonable opinion:
would be unlawful for the CDSP; or
would give rise to the CDSP incurring any liability, other than in respect of its own wilful misconduct, gross negligence or fraud.
The CDSP may enter into an IS Expert Contract on terms which:
limit or exclude the liability (as to such matters as may be provided in such contract) of the IS Expert;
provide that if a Party or any supplier or consumer makes any claim or takes any legal proceedings (as to such matters as may be provided in such contract) against the IS Expert, the CDSP will indemnify the IS Expert in respect of such claim or proceeding,
and in such a case each Party undertakes that it shall not, and in the case of a User it shall procure that each supplier and consumer does not, make such a claim or take such proceedings against the IS Expert, and shall indemnify the CDSP in respect of any liability to the IS Expert if such Party or any such supplier or relevant customer does make such a claim or take such proceedings.
For the avoidance of doubt, the CDSP shall not be the agent or trustee of any Party for tpurposes of the IS Expert Contract, and the CDSP shall owe no duties or responsibilities to any Party in respect of the IS Expert Contract other than as provided in this paragraph 5 and the IS Document.
The CDSP shall not agree to any amendment to the terms of the IS Expert Contract which relate to amounts payable to the IS Expert without the prior approval of the Committee.	Comment by Ellie Rogers: Xo comment - Comments for the proposer which may impact the BR and LT drafting:

Under regulated procurement, the successful ISE will provide a quote on their cost to meet the requirements set out. The ISE cannot then ask for additional funds to meet the requirements they quoted for within their bid. 

If there is a new requirement, there can be a contract variation and request for additional funds to meet the new requirement. BUT, if the cost of the new requirement changes the value of the contract by more than 10%, we would have to publish a Contract Change Notice to advise of the variation and enter a standstill period to allow other suppliers to challenge the decision. 

If the variation materially changes the scope and the estimated value is more than 50% of the contract, we would have to reprocure. 

Based on this, BR4 might need to change as it doesn’t fit with regulated procurement. Should this be updated to confirm that where there is a new requirement that the ISE believes they need to meet that this will be determined by UNCC or Sub-Committee (where it is immaterial)? 
IS Statement and the IS Quantities
For each Formula Year the IS Expert shall prepare and publish a statement, in accordance with the timetable set out in the IS Document, which:
sets out the basis on which the IS Expert has utilised the IS Methodology and the IS Model to determine the ISLQ for an LDZ and the ISIQ for an IGT System;
identifies the ISLQ for each LDZ; 
identifies the ISIQ for each IGTS System; and
includes such other information as specified in the IS Document.
The IS Expert will send the IS Annual Statement to the Authority in accordance with the timetable set out in the IS Document.
The Annual IS LDZ Quantity for each LDZ and the Annual IS IGTS Quantity for each IGTS in respect of a Formula Year shall be the quantities identified in the IS Annual Statement, unless the Authority gives written notice to the [Transporter] that such any such quantities shall not apply for the purposes of this paragraph 5 in relation to the Formula Year, in which case the Annual IS LDZ Quantity or the Annual IS IGTS Quantity for the Formula Year shall be that applying to the Preceding Formula Year (or in the absence of any such quantity, zero). 	Comment by David Morley: The ISAS will still inform Ofgem of the AISLQ and AISIQ, so this wording needs to be amended.	Comment by David Morley: Joint Office?
[Where the Annual IS LDZ Quantity is positive, for the purposes of paragraph 4.4.3(b) the Nomination Quantity for each Output Nomination to be made by a LDZ Shrinkage Provider shall be the sum of the LDZ Shrinkage Quantity and the Daily IS LDZ Quantity.]	Comment by Dentons: Comment noted about no dependency on Output Nominations.  How will additional shrinkage to be purchased by DN feed into calculating the DNs imbalance and liability for Balancing Charges?	Comment by David Morley: There is no additional shrinkage. The is a new quantity known as the ISC (or Annual IS LDZ Quantity). Where the ISC is positive the Transporter must contract with a shipper to cover the ISC. The shipper here should not be an LDZ Shrinkage Provider, it was agreed that this should be a shipper only at workgroup.	Comment by Dentons: Comment noted about ‘User being employed to purchase the Annual IS LDZ Quantity’, but not clear how the quantity is accounted for by DN, and this linked to previous comment.	Comment by David Morley: Please can you explain in more detail what you believe is missing?
[ ]  
Reconciliation
The IS Expert shall, in respect of each LDZ [and IGTS], monitor and review the shrinkage quantities during each Formula Year, and by no later than [ ] in following the Formula Year, prepare and send to the Transporters a statement ("IS Reconciliation Statement") in respect of the Formula Year showing any adjustments to the [forecast] Annual IS LDZ Quantity and [Annual IS IGTS Quantity] for the Formula Year.	Comment by Ellie Rogers: Xo comment - this clause supports the point of making an update to Section E 7.3.1 as it links the dependence on the DNO shrinkage adjustment (reconciliation). 	Comment by David Morley: This can be “in accordance with the timetable as set out in the Framework”.	Comment by David Morley: Joint Office for publication?
An IS Reconciliation Statement shall specify for each LDZ:	Comment by Dentons: Drafting for LDZ only for now.
the [forecast] Annual IS LDZ Quantity for the Formula Year and the [final] Annual IS LDZ Quantity as determined by the IS Expert after the Formula Year following any adjustment by the IS Expert in accordance with paragraph 5.5.1;	Comment by David Morley: Im fine with the wording used in the square brackets. Do you think these need to be capitalised and defined?
the IS Expert's reasons for making any adjustment to the [forecast] Annual IS LDZ Quantity;
the "Relevant IS Reconciliation Quantity", which shall be equal to, where:	Comment by Dentons: TBC, but trying to follow BR10.1-10.3	Comment by David Morley: I think your wording OK. However, it does not state what happens with the “Relevant IS Reconciliation Quantity”. It needs to be charged to Transporters - how can the wording be updated so that charging will take effect?
no adjustment is made to the [final] Annual IS LDZ Quantity and the assessed LDZ Shrinkage is less than the estimated LDZ Shrinkage (pursuant to paragraph 3.4), the difference between the estimated and assessed LDZ Shrinkage;
an adjustment is made to increase the Annual IS LDZ Quantity and the assessed LDZ Shrinkage is less than the estimated LDZ Shrinkage (pursuant to paragraph 3.4), the quantity which represents the difference between the increased Annual IS LDZ Quantity and the assessed LDZ Shrinkage;
an adjustment is made to decrease the Annual IS LDZ Shrinkage such that it is less than the assessed LDZ Shrinkage Quantity, zero.T
By no later than 31 July in a Formula Year the Transporters shall provide a copy of the IS Reconciliation Statement in respect of the Preceding Formula Year to each User.	Comment by Dentons: Should this not be after the DN has published the adjustment under 3.4, i.e. so later than 31 July?	Comment by David Morley: Yes, I don think we need 5.5.3. Instead, you could prefix 5.5.4 with something like “subsequent to N, 3.4”
The IS Expert will prepare an IS Reconciliation Statement notwithstanding the Authority may have given the notice referred to in paragraph 5.4.3, and where such notice is given the IS Reconciliation Statement shall be prepared on the basis of [ ].	Comment by Dentons: BR10.5 TBD. What will reconciliation be about if IS values not approved and DN values used, which would seem to duplicate 3.4?	Comment by David Morley: BR10.5 what is contained within the reconciliation statement will be the purview of the ISE. If the forecast was not accepted, it does not mean that ISE’s view of observed shrinkage model error is also invalid. 

I think your wording here, so far, might be missing the intent of BR10.5.
Information 	Comment by Dentons: Comment noted about costs, but recovery of costs by CDSP a function of the DSC, as is case for costs relating to AUG Expert.	Comment by David Morley: The task of the legal text provider here is to reflect the BRs in legal text.  I am cognisant that this has not been done before, but that should not mean it cannot be done.
Each Transporter and User shall cooperate with and provide information o the IS Expert (subject to any restriction on disclosure and to the extent as reasonably required by the IS Expert) in connection with the preparation of the IS Annual Statement and for the purposes of this paragraph 5 (and the Transporter and User acknowledge the IS Expert may notify the Authority in the event any such requested information is not provided).	Comment by David Morley: This does not say that parties cannot withhold data unreasonably. I think you need to reword to make this clearer.
[ ]
INDEPENDENT GAS TRANSPORTER ARRANGEMENTS DOCUMENT	Comment by Dentons: Sets out arrangements between DNs and IGTs, and does not include rules applying between IGTs and Shippers.	Comment by David Morley: Update GTB and that is no longer an issue?
SECTION C – IGTS SHRINKAGE
[ ]	Comment by Dentons: To consider what changes needed once changes to TPD Sections E, H and N better developed.
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