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	Background and Context:
	In July 2024 Xoserve launched a review of the Cost Allocation Methodology and engaged with CoMC to actively seek guidance and consult with them to agree a more transparent and equitable model that better served DSC Customers

July 2024 CoMC Update

In July 2024 Xoserve advised CoMC that they were launching a review of its Cost Allocation Methodology with the aim of providing renewed transparency and equitability to its customers. The review was outlined in a comprehensive Information Pack entitled ‘Equitability Review – DSC Service Lines that was shared with Customers, and it was explained that there were seven main objectives that the review intended to achieve as per below: -

1. A Comprehensive review ensuring customer charges are accurate and equitable
2. Provides documented transparency as to the methodology undertaken
3. Ensure customers’ charges are cost reflective of the services they receive
4. An Auditable process and system that allows third party Assurance
5. Provides customers with predictable annual charges
6. Provides stability for customers through a clearly set timeframe
7. A process that is manageable in the future as Xoserve evolves

It was explained that the overall aim of the project was to ensure that costs are equitably allocated to our customers in a fair and transparent way and therefore it was vital for customers to be engaged at all stages and agree the position before moving to the next stage of the review

Review Stages

Stage 1 - Obtain industry (COMC) agreement on Service Area structure
Stage 2 -Obtain industry (COMC) agreement on methodology and allocations
Stage 3 -Communicate output costings to industry (COMC) based on BP25
Stage 4 -Present new CAM and impact assessment to industry (COMC) based on BP25
Stage 5-Include new CAM in BP26 draft 1
Stage 6 -Apply to BP26 Charging Statements

November 2024 CoMC Update

At the CoMC in November 2024 Xoserve provided a further progress update in a presentation entitled ‘Equitability Review Stage 1 – Outcomes and Proposals ‘ and presented 5 options that were discussed at CoMC:-

Option 1 - Do nothing
Option 2 - Create two new Service Areas
Option 3 -Simplify down to four Service Areas
Option 4-Incorporate Kearny VfM breakdown into a Hybrid Structure
Option 5- Create new Structure using Kearny Vfm breakdown

After a discussion it emerged that there was support from CoMC for options 2, 4 and 5 and Xoserve shared their view that in terms of principles option 5 was their preferred option as it provided the most transparency. It was agreed that Xoserve would carry out some further work to refine the options and clarify the methodology and allocations for each of the three agreed options and bring them back to CoMC for review and discussion

April 2025 CoMC Update

A comprehensive slide pack was presented that began by confirming the current Service Area Structure and Customer Allocations followed by a slide for each of the three options under consideration that detailed the proposed structure and allocations for each of the constituent areas


Suggestion 1 – Two New Service Areas
Suggestion 2 -Incorporate Kearny VfM breakdown in a Hybrid Structure
Suggestion 3-New Structure using Kearny VfM breakdown (Xoserve recommended option)

It was agreed the next steps would be to issue this formal Change Pack to seek views and consult with the wider DSC Customer Managers group.





Summary and objective of the consultation
In Summary the purpose of this Change Pack is to solicit views from Customers as to their preferred Option/suggestion from the list above. Once the consultation has closed the responses will be taken to the August CoMC where a vote will be taken to agree the preferred option

To support the process there are a number of amendments that will need to be made  qto CDSP Service Documents to support the option chosen.  You will find draft versions of the CDSP Budget and Charging Methodology below as well as clean versions so you can see what they would if the proposed amendments are accepted (I for each of the three options)

Once the Changes to the Budget and Charging Methodology have been agreed it will be necessary to carry out a ‘Housekeeping exercise’ to update the CDSP Service Description Document and the CDSP Service Description Table to reflect the changes that have been approved, and this will follow the normal governance process


Documents for review 

1a CDSP Budget and Charging Methodology v9.1 Option 1 draft         


1b CDSP Budget and Charging Methodology v9.1 Option 1 clean         


2a CDSP Budget and Charging Methodology v9.1 Option 2 draft          


2b CDSP Budget and Charging Methodology v9.1 Option 2 clean         


3a CDSP Budget and Charging Methodology v9.1 Option 3 draft          


3b CDSP Budget and Charging Methodology v9.1 Option 3 clean         




Documents for information to support review

A) Equitability Review Stage 2(This is the full pack that was presented at the April CoMC)      




B) Equitability Review Stage 2 Options (Abridged version of the April CoMC Pack with options slides)

























Industry Response Review



Change Representation 
(To be completed by User and returned for response)
Please consider any commercial impacts to your organisation that Xoserve need to be aware of when formulating your response

	User Contact Details:
	Organisation:
	Centrica

	
	Name:
	Lee Greenwood

	
	Email:
	lee.greenwood@centrica.com

	
	Telephone:
	07557612456

	Customer decision on Change Pack:
	Not approved

	Representation Publication:
	Publish

	Representation Comments:
	We do not support the implementation of any of the options being consulted on because there is insufficient and incomplete information in this Change Pack to allow us to assess the proposals. The proposals are untransparent and have not been sufficiently explained or justified.
It is inappropriate to seek feedback from Customers, especially on charging matters, without sufficiently explaining, robustly justifying or presenting any evidence to support the proposed changes. The consultation material requires substantial improvement to be fit-for-purpose. We therefore recommend that the consultation material is improved accordingly, and the proposals are re-consulted on. We discuss the main weaknesses of the current consultation below.
The consultation does not include proposed changes to the Cost Allocation Methodology:
The consultation is intended to seek feedback on changes to the Cost Allocation Methodology (CAM). However, the consultation does not include the proposed changes to the CAM, or an explanation and justification for the proposed changes. Rather, the consultation seeks feedback on changes to the Budget and Charging Methodology (BCM) only. 
Paragraph 3.2.1 of version 9 of the Budget and Charging Methodology states that the methodology “…allocates (by attributing or otherwise allocating) Costs or a resulting Charge Base to activities of the CDSP…”. The consultation does not include a proposal on how Costs should be allocated to each Service Area (which is different to how the proportions of Costs allocated to each individual Service Area that are to be recovered from the relevant Customer Class(es)). 
 
The absence of a proposal on how Costs should be allocated to each Service Area is a critical omission but the preferred package of changes to the BCM involves the addition of new Service Areas. This is especially relevant as the BCM states that “…Service Changes are not expected of themselves to require amendment of the Charge Base Apportionment Table, unless the Service Change adds or removes a Service Area or adds a new Customer Class.”[1] This implies that, as a minimum, the changes to the CAM (had they been included in the consultation) would need to include a proposal on how Costs should be allocated to each Service Area. 
The proposed changes to the Budget and Charging Methodology have not been sufficiently explained or robustly justified:
Instead of seeking feedback on changes to the CAM, the consultation seeks feedback on changes to the Charge Base Apportionment Table in the BCM. The Table sets out the proportions of Costs allocated to each individual Service Area that are to be recovered from the relevant Customer Class(es). 
The proportions should be derived according to the CAM. However, the proposed proportions for each Service Area have not been robustly justified. In several instances, it is proposed to retain the existing proportions because e.g. “current split still reflective of volume of updates” or “current split still reflective of stakeholder workload”. The consultation does not include any evidence to support the proposals. This is unhelpful given that, of the 18 existing Service Areas:
· proportions for eight Service Areas were derived in 2017 or earlier;
· proportions for seven Service Areas were derived for the 2020-21 Budget; and the 
· remaining proportions derived more recently were never robustly justified. 
 
Additionally, no evidence has been presented to support the recommended proportions that have been proposed for the new Service Areas. 





Xoserve’ s Response 
	Xoserve Response to Organisations Comments:
	Thank you for your response, this will be discussed at CoMC in August.



Please send the completed representation response to uklink@xoserve.com 



Change Representation 
(To be completed by User and returned for response)
Please consider any commercial impacts to your organisation that Xoserve need to be aware of when formulating your response

	User Contact Details:
	Organisation:
	BUUK

	
	Name:
	Aleksis

	
	Email:
	aleksis.butler@bu-uk.co.uk

	
	Telephone:
	07483471788

	Customer decision on Change Pack:
	approved

	Commercial impacts:
	Expected increase in costs due to re-allocation of service costs.

	Representation Publication:
	Publish

	Representation Comments:
	We are in conditional support of suggestion 3 – ‘New Structure using Kearny VfM breakdown’. We support separating out elements of the services, but do not support the introduction of PAC costs being allocated to IGTs. 

Whilst we recognise that PAC activity includes IGT networks, the beneficiaries of PAC activity are Shippers. Therefore, we would expect costs to be borne by those benefitting parties.

We support the splitting out of the ‘Managing Change’ service line into two separate lines – these being ‘Proactive Management of Technology, Licensing, Application, and Infra Support’ and the ‘IT Change Management’ Line. This will help provide more transparency to the service areas, and clarity as to what they entail. 

At present, ‘Managing Change’ is defined as the “development, governance, delivery, and assurance of change outside major change programmes”.  We acknowledge the increase in costs for ‘Managing Change’ service line, and we recognise that we need to better understand the change process and will endeavour to do so. 



Xoserve’ s Response 
	Xoserve Response to Organisations Comments:
	Thank you for your response, this will be discussed at CoMC in August.



Please send the completed representation response to uklink@xoserve.com 



Change Representation 
(To be completed by User and returned for response)
Please consider any commercial impacts to your organisation that Xoserve need to be aware of when formulating your response

	User Contact Details:
	Organisation:
	Wales & West Utilities Ltd

	
	Name:
	Marina Papathoma

	
	Email:
	Marina.Papathoma@wwutilities.co.uk

	
	Telephone:
	07977569318

	Customer decision on Change Pack:
	defer

	Commercial impacts:
	N/A

	Representation Publication:
	Publish

	Representation Comments:
	After internal review we are unable to support any of the three proposed suggestions as part of the Equitability Review. While we acknowledge the intent behind the review, we believe the proposed suggestions do not reflect the realities of service usage or the structural differences among customer groups. Specifically, we disagree with the New Service Area PAFA/PAC/AUGE added in all three suggestions and our suggestion is that Xoserve keeps the current service area structure and customer allocations.
Below we outline the key reasons for our decision:

1.	Disproportionate Cost Allocation: The new service area for PAFA/PAC/AUGE added in all three suggestions proposes a split which does not accurately reflect actual usage or benefit derived amongst customer constituencies. DN Operators do not utilise AUGE at all as UIG is strictly for the customer group of shippers (DNOs may cause some UIG but it is different). Also, PAFA/PAC are focused in settlement accuracy services which mostly concerns the customer group of shippers too. Yet the current proposal requires DNOs to bear a significant proportion of 44% of the cost for the service area covering PAFA/PAC/AUGE. This is neither equitable nor reflective of service consumption.

2.	Misalignment with Voting and Representation: Following from the point above, the Performance Assurance Committee has 3 transporter members of which two are DN operator members in the governance structure, whereas shippers have significantly more influence with nine votes. The current cost allocation does not account for this disparity, effectively placing a disproportionate financial burden on a constituency with less say in outcomes and use of service.   The reduction in transporter representation and the separation into constituencies was introduced in recognition that Shippers were primarily involved with PAC.  Changing the cost allocation to 50/50 is contrary to the logic of changing the PAC voting arrangements.  PAFA cost allocation should be aligned with PAC cost allocation.

Our suggestion for this service area is for a split of cost that represents  the service consumption and/or the governance for decision making.

An equitable cost sharing model should be based on actual usage or proportional benefit. Since we derive no value from AUGE and only partial use from PAC and PAFA, a usage-based model would be more appropriate. The existing proposal lacks any such differentiation. 

The proposal treats all constituencies as homogenous where in fact their size, influence and service utilisation differ significantly. A split where we bear 44% of this new service area costs does not reflect the intended achievements for this review:
2) to ensure that customer charges are accurate and equitable and 
3) cost reflective of the services they receive.
While the stated objective of the review was to enhance transparency and equity, the proposed suggestions fall short of these goals.

We remain committed to engaging constructively in future discussions and welcome the opportunity to work collaboratively on a revised model. As we cannot support any of the proposals our view is that we should retain the current model of cost allocation. 




Xoserve’ s Response 
	Xoserve Response to Organisations Comments:
	Thank you for your feedback which we have noted and I can confirm that this will be fed into the Equitability Review agenda item for discussion at CoMC on 20th August.



Please send the completed representation response to uklink@xoserve.com 



Change Representation 
(To be completed by User and returned for response)
Please consider any commercial impacts to your organisation that Xoserve need to be aware of when formulating your response

	User Contact Details:
	Organisation:
	Northern Gas Networks 

	
	Name:
	Helen Chandler

	
	Email:
	hchandler@northerngas.co.uk

	
	Telephone:
	07580704123

	Customer decision on Change Pack:
	defer

	Representation Publication:
	Publish

	Representation Comments:
	While we agree with the need to review the service lines and make reasonable adjustments to the funding splits to accuratley reflect industry, we dont not agree with the funding split for the new service line for PAC/PAFA/AUGE. They have not previoulsy been funded by DNs and the new proposed funding split does not reflect who uses the service. 



Xoserve’ s Response 
	Xoserve Response to Organisations Comments:
	Thank you for your feedback which we have noted and I can confirm that this will be fed into the Equitability Review agenda item for discussion at CoMC on 20th August.



Please send the completed representation response to uklink@xoserve.com 



Change Representation 
(To be completed by User and returned for response)
Please consider any commercial impacts to your organisation that Xoserve need to be aware of when formulating your response

	User Contact Details:
	Organisation:
	SGN

	
	Name:
	Sally Hardman

	
	Email:
	sally.hardman@sgn.co.uk

	
	Telephone:
	07970019027

	Customer decision on Change Pack:
	reject

	Commercial impacts:
	Limited due to Gas Transporters Data Services Contract (DSC) Funding allocation by Ofgem as pass-through.

	Representation Publication:
	Publish

	Representation Comments:
	SGN does not support any of the three options provided. We believe that all options do not provide the equitability sort by the overarching review. 

Based on the options provided we have set out below our concerns and comments:
We note that there is an error in the information provided in 3a/b CDSP Budget and Charging Methodology under Service Line 8 Lifecycle Maintenance previously Joiners/Leavers (UK Gas Market) shifting 50% of the cost from National Gas to Shippers. 
In our view Options 1 to 3 provide increased levels of transparency to which we are supportive.  The only significant change we have identified is in relation to the apportionment/equitability of charging in relation to the grouping of a new service line for PAFA/PAC/AUGE which has been apportioned exclusively on meter points and not that of beneficiaries or processes to the services provided. This deviates from the current application of cost apportionment that is tried and tested for new and existing services provided under the DSC arrangements.
We are mindful that within the previous review in 2020 and this review most of the services have seen minimal or no change to the existing equitability of cost apportionment therefore indicating that the core beneficiaries/processes remain unchanged.
We fundamentally disagree with the grouping of PAC/PAFA and AUGE services across all the options presented as we do not perceive this as equitable in relation to the core purpose of the services they provide to DSC Customers. The process applied by grouping these services and the cost apportionments is not reflective and therefore ultimately flawed.



Xoserve’ s Response 
	Xoserve Response to Organisations Comments:
	Thank you for your feedback which we have noted and I can confirm that this will be fed into the Equitability Review agenda item for discussion at CoMC on 20th August.



Please send the completed representation response to uklink@xoserve.com 



Change Representation 
(To be completed by User and returned for response)
Please consider any commercial impacts to your organisation that Xoserve need to be aware of when formulating your response

	User Contact Details:
	Organisation:
	Cadent Gas Limited

	
	Name:
	edward.allard

	
	Email:
	edward.allard@cadentgas.com

	
	Telephone:
	07891670444

	Customer decision on Change Pack:
	defer

	Commercial impacts:
	As a regulated monopoly with the agreement to passthrough CDSP costs under Licence, we place a greater value on accuracy and cost reflectivity over driving for the lowest overall cost. 

	Representation Publication:
	Publish

	Representation Comments:
	 A general theme across the options, we feel that the consultation documents do not contain sufficient rationale as to why each cost apportionment split has been applied to the corresponding service line. We think it is important that a clear methodology is developed that can be used to consistently and objectively allocated costs between customer constituencies as inevitably more service lines are added to the DSC in the future. We feel that without this clear methodology, the Equitability Review will not achieve the stated objective of developing an auditable process and system that allows for third party assurance. As a hypothetical example, the consultation would benefit from further detail as to why Xoserve consider it more appropriate to use “Latest Count of Meter Points” over “Mirrors Committee Voting Arrangements” etc. 
Although we do not support implementation of any of the options at this stage, we agree with the approach of using independent assurance from activities such as the Kearny VfM to determine the structure of service lines. This approach promotes implementation of best practice and mitigates the risk of customer bias swaying CDSP decision making. 
The Equitability Review has an objective of achieving cost reflectivity, and we feel that one particular proposal contradicts this aim. All three options propose a 50/44/6 (Shippers, DNOs, IGTs) split for PAFA, PAC, and AUGE Services. We feel that applying logic based on factors such as committee voting arrangements is an inappropriate approach to cost apportionment. These activities largely support the operation of processes with both inputs and outputs (meter reads and UIG) driven by shippers. We do not consider a 50% GT funding allocation to be cost reflective. 

We agree with the intent of ensuring that apportionment of CDSP costs remains up to date and cost reflective. However, we feel unable to support any of the options as currently presented. 



Xoserve’ s Response 
	Xoserve Response to Organisations Comments:
	Thank you for your feedback which we have noted and I can confirm that this will be fed into the Equitability Review agenda item for discussion at CoMC on 20th August.



Please send the completed representation response to uklink@xoserve.com 
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3aCDSP Service Document Budget and Charging Methodology v9.1-Option 3 Draft.pdf
CDSP SERVICE DOCUMENT

BUDGET AND CHARGING METHODOLOGY

Version: 9.1 Option 3 -

Effective date:—19th# Juhy 2024 TBC
1 General

11 Introduction

1.1.1 This document (Document) is the Budget and Charging Methodology referred to in GT Section
D3.1.4(a)(ii) and Clause 3.3(a) of the DSC Terms and Conditions and is a CDSP Service
Document.

1.1.2 This Document is an integral part of and is incorporated in the DSC.

1.1.3 The version of this Document which is in force, and the date from which it is in force, is as stated
above.

1.2 Interpretation —general
1.2.1  In this Document:

€) DSC means the contract which is constituted by the DSC Agreement, the DSC Terms and
Conditions and each of the CDSP Service Documents;

(b) Uniform Network Code or UNC means the uniform network code prepared pursuant to
Standard Special Condition A11(6) of the gas transporter's licence, as from time to time
modified, and as made contractually binding (as incorporated into an individual gas
transporter's individual network code) by the relevant framework agreement;

(c) DSC Terms and Conditions means the DSC Terms and Conditions as defined in
and for the time being in force pursuant to GT Section D;

(d) terms defined in or for the purposes of the DSC Terms and Conditions and not
otherwise defined in this Document have the meanings given to them in the DSC
Terms and Conditions;

(e) terms defined in any other CDSP Service Document and not otherwise defined in this
Document have the meanings given to them in that CDSP Service Document; and

()] the further provisions of the DSC Terms and Conditions as to interpretation apply.

1.2.2 Inthe case of any conflict between the provisions of this Document and any other part of the
DSC, the provisions of the DSC Terms and Conditions as to priority apply.

1.3 Amendment
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1.3.1 This Document may be amended in accordance with the applicable procedures contained in the
Change Management Procedures.
14 Interpretation - specific

1.4.1 In this Document:

(@)
(b)

(©)

(d)

(e)

()

(9)

(h)

0

(k)

()

references to the Committee are to the Contract Management Committee;

Costs means any cost, debt, expense, liability or other outgoing of the CDSP,
however arising or incurred, but not including amortisation or depreciation;

the CDSP Budget is a budget setting out the Costs which the CDSP expects to incur
in a CDSP Year and the other matters provided for in paragraph 4;

a Budget Amendment is an amendment of the CDSP Budget pursuant to paragraph
4.7 or 4.8;

Charge means any charge made by the CDSP to a Customer or Third Party for the
provision of a Service or otherwise for the recovery of any Costs;

the Charging Year is the CDSP Year for which Charges are to be determined;

for the purposes of calculating any Charge or Charges, a Charge Base is the
relevant amount in respect of Costs, adjusted by a margin (and where applicable
otherwise adjusted) as provided in paragraph 4.4.1;

a Charging Share in relation to a Customer in a Customer Class is a proportion
(aggregating one (1) for all Customers in that Customer Class) by reference to which a
particular Charge Base is to be apportioned between such Customers for the purposes of
calculating a Charge;

in relation to a Specific Service (including any Mandatory Specific Service):

0] the Charging Measure is the unit or other measure (as specified in the CDSP
Service Description) by reference to which the Service is ordered or (as the
case may be) use of the Service is measured; and

(i) the Charging Period is the period (as specified in the CDSP Service
Description) in respect of which Charges for the Service are to be invoiced;

references to a Customer Class include as separate Customer Classes (each a
Network Customer Class):

0] DN Operators;
(i) Independent Gas Transporters; and
(iii) DN Operators and Independent Gas Transporters collectively;

Annual Accounts means the audited annual accounts (pursuant to Section 475 of
the Companies Act 2006) of the CDSP for a CDSP Year;

Specific Service Change Charge Annex is an Annex to this Document setting out
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the methodology for calculating Change Charges in respect of the Service Change in
respect of a Specific Service (including any Mandatory Specific Service); and

(m) General Service Area means a Service Area in respect of General Services.

1.4.2 A reference in this Document or any other part of the DSC to the Costs or Charge Base of or in
respect of any activity of the CDSP (including the provision of any Service, and the Service Change
Procedures in connection with Service Changes) is to the Costs or Charge Base attributed and/or
allocated to that activity in accordance with the Cost Allocation Methodology.

1.5 Scope and purpose

1.5.1 This Document sets out
€) the basis on which:

0] the CDSP will establish the CDSP Budget for each CDSP Year;

(i) the CDSP Budget may be appealed pursuant to the CDSP Licence
Condition;

(iii) the CDSP’s Charges for that CDSP Year are to be determined on the basis of
the forecast Costs in the CDSP Budget;

(iv) the Annual Charging Statement is to be prepared to specify such Charges for the
CDSP Year; and

(v) such Charges are to be invoiced by the CDSP; and

(b) the functions of the CDSP and the Committee in connection with the foregoing
matters.

1.5.2 As provided in the Contract Management Arrangements, no decisions of the Committee are to
be taken by the vote of Committee Representatives of a particular Customer Group only.

1.5.3 The CDSP shall keep this Budget and Charging Methodology under review and (where
appropriate to ensure it complies with the requirements referred to in GT Section D1.2.2(a)(ii))
shall propose amendments to it under the Change Management Procedures.

2 Classification of Services, Costs and Charges

2.1 Services

2.1.1 As provided in the CDSP Service Description, the Services provided by the CDSP comprise:

(a) General Services;
(b) Specific Services (including Mandatory Specific Services);
(c) Additional Services;

(d) Third Party Services; and

(e) CSS Services.
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2.1.2

2.2

221

2.2.2

2.2.3

224

2.2.5

2.2.6

2.2.7

2.2.8

2.3

23.1

General Services and Specific Services (including Mandatory Specific Services) are
defined by Service Lines and grouped into Service Areas as provided in the CDSP Service
Description.

Costs

The Costs of the CDSP comprise Service Costs and Investment Costs.

Service Costs are all Costs other than Investment Costs.

Investment Costs are Change Costs and Infrastructure Costs.
Change Costs are Costs of the CDSP in respect of:

€) the Service Change Procedures set out in the Change Management Procedures,
subject to paragraph 2.2.5; and

(b) the operation of the DCC Contract Change Procedures.

The following Costs of the Service Change Procedures under the Change Management
Procedures in respect of any proposed Service Change are not Change Costs (and not
Investment Costs), and accordingly are Service Costs:

€) Costs incurred up to and including the point at which the Change Management
Committee approves or is deemed to approve an Evaluation Quotation Report sent by
the CDSP; and

(b) in the circumstances specified in the Change Management Procedures, Costs of
Business Evaluation in respect of a Modification Service Change where:

0) the relevant Code Modification was not approved; and
(i) such Business Evaluation was carried out before such non-approval
occurred.

Infrastructure Costs are Costs of the CDSP, other than Change Costs, in respect of the
renewal, replacement or upgrade of fixed assets employed by the CDSP in the provision of
Services (excluding fixed assets employed and financed by a contractor or supplier of the
CDSP).

For the avoidance of doubt, Costs of the CDSP in respect of the development of Additional
Services and Third Party Services are charged for as part of the Charge for those Services, and

are not included in Change Costs (or in the Change Budget).

For the purposes of this Document, any revenues or other amounts (such as payments from
contractors or suppliers) received by the CDSP, other than in respect of Charges, shall be
treated as negative Costs.

DCC Contract
In relation to the DCC Contract:
(a) DCC Costs comprise:

0] Costs (DCC Service Costs) in respect of the provision of CSS Services
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2.3.2

2.3.3

(including for the avoidance of doubt any liabilities incurred by the CDSP to any
person under or in connection with the DCC Contract);

(i) Costs (DCC Investment Costs) comprising:

(aa) costs (other than costs within paragraph (bb) relating to the design,
development, renewal, replacement and upgrade of fixed assets
employed by the CDSP in the provision of CSS Services; and

(bb) costs of the CDSP in the operation of change management
procedures under the DCC Contract including the design, development

and implementation of changes to CSS Services (DCC Contract
Change Procedures);

((aa) and (bb) together DCC Investment):
(b) DCC Charges comprise:

0] Charges (DCC Service Charges) payable by the DCC pursuant to the DCC
Contract in respect of the CSS Services; and

(ii) Charges (DCC Investment Charges) payable by the DCC pursuant to the DCC
Contract in respect of DCC Investment;

(©) DCC Shipper Charges comprise:

0] Charges (DCC Shipper Service Charges) to Shipper Users in respect of the net
costs or revenues of providing CSS Services; and

(i) Charges (DCC Shipper Investment Charges) to Shipper Users in respect of the
net costs or revenues of DCC Investment

in each case taking into account revenues received by the CDSP in respect of DCC Charges.

DCC Shipper Charges may be positive (in which case they are payable to the CDSP) or
negative (in which case they are payable by the CDSP).

In implementing the provisions of this Document the CDSP shall account separately for the
Costs, Charges and revenues associated with those of the CDSP's activities which are:

€) associated with the DCC Contract (DCC related); and

(b) not associated with the DCC Contract (non-DCC related).

2.4 Charges

2.4.1 The CDSP's Charges comprise:

(a) a Charge (Customer Charge) in respect of participation as a Customer under the
DSC;

(b) the following Charges in respect of Services:
0] charges (General Service Charges) made in respect of General Services;
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242

243

3.1

3.1.1

(i) charges (Specific Service Charges) made in respect of Specific Services
(including Mandatory Specific Services);

(iii) charges (Additional Service Charges) made in respect of Additional
Services; and

(iv) charges (Third Party Service Charges) made in respect of Third Party
Services;

(v) DCC Service Charges and DCC Shipper Service Charges;

(c) the following Charges in respect of Investment Costs:

() charges (Change Charges) made to recover non-DCC related Change
Costs; and
(ii) charges (Infrastructure Charges) made to recover non-DCC related

Infrastructure Costs;
(i) DCC Investment Charges and DCC Shipper Investment Charges.

Except for Third Party Service Charges and DCC Charges, all categories of Charge are
payable by and only by Customers.

The amount of the Customer Charge is £nil per annum.

Preliminary

Charge Base Apportionment Table

For the purposes of calculating General Service Charges, the Charge Base Apportionment
Table is the table below which sets out the proportions in which amounts in respect of

Service Costs in each Service Area (for General Services) are to be apportioned between
different Customer Classes:
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Customer Classes

Transporters
Distribution
No Service Areas . . BN DN Independent
Shipper | National Operaters Operators Gas
Users Grid and Transporters
NTSGas | independent
Gas
Hrohspertors
1 | Manage-Shipper 100% - - - -
Fransfers
1 Manage Shipper Switching 100%
2 | Monthly AQ Processes 100% - - - -
3 | Manage updates to 90% - - 10% -
customer portfolio
4 | Meter Read/Asset 33% - - 67% -
processing
S | Asset Processing 33% 67%
56 | Demand Estimation 50% - - 50% -
obligations — Analytical
Models
7 | Demand Estimation — 50% 50%
Seasonal Normal Review
8 | Lifecycle Maintenance 50% 50%
9 | Management of Additional 63% 9% 25% 3%
Services
10 | Enerqgy Balancing 100%
11 | Capacity Management and 50% 50%
Trading
12 | Customer Automated 34% 7% 52% 7%
Visualisations and Manual
Reporting
13 | Invoicing Customers 12% 88%
14 | Customer Contacts 50% 6% 39% 5%
15 | Distribution Network Fully 100%
Funded
16 | Decarbonisation 100%
17 | PAFA/PAC/AUGE Services| 50% 44% 6%
18 | Reactive Service 100%
Management, Incident
19 | Proactive Management of 512% 7% 40% 21%
Technology, Licensing,
Applications and Infra
support
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20 | IT Change Management 512% 7% 40% 21%

21 | Information Security 48% 15% 37% 1%
Services

22 | Digital Services 80% 18% 2%

23 | CMS 90% 10%

24 | Central Switching Services 100%
Consequential

25 | Contract Assurance 40% 5% 49% 7%

26 | General Industry/CDSP 63% 9% 25% 3%
User Engagement

6 | CustomerRelationship 63% 9% 28% - R
Management

+ Customer - 50% - 50% -
Joiners/Leavers (UK-Gas
ool

£
?g

:
:
:

AEEE
:
k
:
&

ﬁé

3.1.2 It is recognised that Service Changes are not expected of themselves to require amendment of
the Charge Base Apportionment Table, unless the Service Change adds or removes a
Service Area or adds a new Customer Class.

3.2 Cost Allocation Model
3.2.1 The CDSP will establish and keep under review and may from time to time revise:
€) a methodology (Cost Allocation Methodology) which allocates (by attributing or

otherwise allocating) Costs or a resulting Charge Base to activities of the CDSP; and

(b) in relation to General Services and Specific Services (including Mandatory
Specific Services), a model (Cost Allocation Model) which provides for the
allocation (on the basis of the Cost Allocation Methodology) of Service Costs:
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3.2.2

3.2.3

3.3

3.3.1

3.3.2

3.3.3

0] in relation to General Services, to different Service Areas; and

(ii) in relation to Specific Services (including Mandatory
Specific Services), to different Service Lines; on the basis of the

input costs used to establish the CDSP Budget.

The CDSP shall make available to the Committee and each Customer details of the Cost
Allocation Methodology and the Cost Allocation Model and each revision thereof.

The Cost Allocation Methodology and Cost Allocation Model and their application are subject to
Contract Assurance Audit as provided in the Contract Management Arrangements.

Charging Shares

This paragraph 3.3 sets out the basis on which different Charging Shares are to be calculated f
or individual Customers within each Customer Class.

For each Customer which is a Shipper User and for each Month M, the Shipper Monthly
Charging Share is calculated as:

ASPwm/ Y ASPwm
where

ASPwis the aggregate number of the Supply Points for which the Shipper User is Registered
User as at the 1st Day of Month M; and

> is the sum over all Shipper Users.
For each Customer which is a DN Operator or an Independent Gas Transporter, and for each
Network Customer Class, and for each CDSP Year Y, the Relevant Transporter Annual
Charging Share is:
ASPy/ Y ASPy
ASPvy is the aggregate number of Supply Points of each System or (as the case may be) IGT
System operated by such DNO Operator or Independent Gas Transporter, as at 1
December in the year before the CDSP Year; and
> is the sum over:
0] all DN Operators and Independent Gas Transporters; or

(ii) all DN Operators; or

(iii) all Independent Gas Transporters,





according to the Network Customer Class in

guestion. 3.3.4 In relation to a Customer Class:

€) the Monthly Charging Share for a Month is:

0] for Shipper Users, the Shipper Monthly Charging Share for the Month;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year in which the Month
falls; and

(iii) for National Grid NTS, one; and
(b) the Annual Charging Share for a CDSP Year is:

0] for Shipper Users, the arithmetic mean of the Shipper Monthly
Charging Share for all Months in that CDSP Year;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year; and

(iii) for National Grid NTS, 100%.

3.3.5 For the purposes of this paragraph 3.3:

€) a reference to a Supply Point in the context of an IGT System is to a CSEP Supply
Point as defined in TPD Section A4.6.1; and

(b) numbers of Supply Points shall be determined on the basis of the Supply Point
Register or in the context of an IGT System the CSEP Supply Point Register as
provided in TPD Section G1.22.2.

3.4 Prior year adjustments

3.4.1 For the purposes of this Document, in establishing the CDSP Budget for a CDSP Year (Y), in
relation to any amount (of Costs, Charge Base or revenue):

€) the Forecast Over/Under Amount for Year Y-1 is the difference between:
0] such amount for Year Y-1 as forecast in the CDSP Budget for Year Y-1; and
(i) such amount for Year Y-1 as forecast when preparing the CDSP Budget for
Year Y; and
(b) the Outturn Over/Under Amount for Year Y-2 is the difference between:
0] such amount as forecast when preparing the CDSP Budget for Year Y-1; and
(i) such amount in outturn for Year Y-2 as determined from the Annual Accounts
for Year Y-2.

3.5 Accounting principles
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4

4.1

41.1

41.2

4.1.3

41.4

4.2

42.1

The CDSP Budget and Annual Accounts for each CDSP Year shall be prepared on an accruals
basis in accordance with UK Generally Accepted Accounting Practice (UK GAAP).

CDSP Budget and Charge Bases
Overview
The CDSP Budget for the Charging Year is established for the purposes (among other things) of

determining the following Charge Bases in order to calculate Charges as provided in this
Document:

(a) Annual Service Charge Base;
(b) Charge Bases for Specific Services (including Mandatory Specific Services);
(c) Core Annual Service Charge Base;

(d) Annual DCC Service Charge Base;
(e) Annual Change Charge Base;

) Annual Infrastructure Charge Base; and

(9) Annual DCC Investment Charge Base.

The CDSP Budget will include:

€) amounts in respect of forecast Costs in accordance with paragraph 4.3; and

(b) adjustments to such amounts to determine Charge Bases in accordance with
paragraphs 4.4 and 4.5.

The document containing the CDSP Budget may contain information relating to CDSP Years after the
Charging Year but any such information has no effect for the purposes of the DSC and only the

information relating to the Charging Year shall be counted as the CDSP Budget.

For the avoidance of doubt, when the CDSP Budget for a CDSP Year has been finalised as provided
in paragraph 4.6.3(d):

€) a Customer may not challenge or dispute the CDSP Budget other than by an appeal
subject to and in accordance with paragraph 4.7; and

(b) the CDSP Budget may not be amended other than:

0] by a Budget Amendment subject to and in accordance with paragraph 4.7 or 4.8;
or
(i) by the CDSP to correct a minor mistake (not being a forecast error) with the

approval of the Committee by a Unanimous Vote.
Statement of planning principles

The CDSP will establish a Statement of Planning Principles for the Charging Year setting out the
basis on which the CDSP will establish the CDSP Budget.
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4.2.2

4.2.3

4.3

43.1

4.4

44.1

442

4.4.3

The Statement of Planning Principles will address matters such as the planning period,
planning assumptions, the strategic context, the scope of CDSP Services and the basis of
financial forecasts.

The Statement of Planning Principles will cover all activities of the CDSP (including provision
of Services including Additional Services, Third Party Services, CSS Services, Service
Change Procedures, infrastructure development including DCC Investment).

Forecast Costs

On the basis of the Statement of Planning Principles, the CDSP will establish the CDSP
Budget in respect of Costs for the Charging Year by assessing the forecast input costs of
performing the activities planned, in the following categories:

(a) Service Costs; and
(b) Investment Costs divided into:
0] Infrastructure Costs, divided between:

(aa) Costs relating to UK Link Gemini; and

(bb) Costs other than relating to UK Link Gemini (Balance-of-
Infrastructure); and

(i) Change Costs,

(and sub-divided between DCC related and non-DCC related activities and into further
categories to the extent required for the purposes of this Document).

Non-DCC related Costs -adjustment for margin

The CDSP will adjust the forecast Costs (in each category in paragraph 4.3.1 excluding DCC
Costs) by adding a margin, to determine the following Charge Bases:

€) Annual Service Charge Base; and
(b) Investment Charge Base divided into:
0] initial Infrastructure Charge Base, divided between UK Link Gemini and

Balance-of-Infrastructure; and
(ii) Change Charge Base,

(and each sub-divided into further Charge Bases to the extent required for the purposes of
this Document).

The margin (expressed as a percentage) will be the same for each category of Costs and will
be set at a level which ensures that the CDSP maintains an adequate level of working capital
during the Charging Year in respect of non-DCC related activities (taking account of such
working capital at the start of the year including that funded by margin in prior CDSP Years).

The CDSP Budget will set out how the level of margin has been determined in accordance
with paragraph 4.4.2.
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4.5 Non-DCC related Charge Bases - adjustments

45.1 The CDSP will adjust the Annual Service Charge Base for the Charging Year (Y):

(@)

(b)

(©)

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of Customer Charges, Specific Service Charges, Additional Service
Charges and Third Party Service Charges;

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of:

() the Annual Service Charge Base;

(i) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Under
Amount for CDSP Year Y-2 in respect of:

() the Annual Service Charge Base;

(ii) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges.

45.2 The Core Annual Service Charge Base is the Annual Service Charge Base adjusted as
provided in paragraph 4.5.1.

4.5.3 The CDSP will adjust the initial Infrastructure Charge Base, to determine the Infrastructure
Charge Base:

(@)

(b)

(€)

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Infrastructure Charge Base; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Infrastructure Charge Base,

applying such adjustment separately to the Infrastructure Charge Base (and in
respect of Infrastructure Costs for Y-1 and Y-2) for UK Link Gemini and for Balance-
of-Infrastructure.

4.6 DCC related Charge Bases

4.6.1 The CDSP will calculate the Annual DCC Service Charge Base for a Charging Year (Y):

(@)
(b)

by determining the aggregate DCC Service Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Service Charges;
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(©)
(d)

()

(f)

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Service Charge Base;

by adding or deducting (as appropriate) the Outturn Over/Under Amount for
CDSP Year Y-2 in respect of the Annual DCC Service Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Service Charges.

4.6.2 The CDSP will calculate the Annual DCC Investment Charge Base for a Charging Year (Y):

(@)
(b)

(€)
(d)

(e)

(f)

by determining the aggregate DCC Investment Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Investment Charges;

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Investment Charge Base;

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Annual DCC Investment Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Investment Charges.

4.6.3 The margin (in paragraphs 4.6.1(c) and 4.6.2(c) respectively will be set at a level which
ensures that the CDSP maintains an adequate level of working capital during the Charging
Year in respect of the relevant DCC related activities (taking account of such working capital at
the start of the year including that funded by margin in prior CDSP Years).

4.6.4 The CDSP Budget will set out how the levels of margin have been determined in accordance
with paragraph 4.6.3.

4.6.5 The CDSP may decide to divide a CDSP Year into a number of shorter periods (each a whole
number of Months) for the purposes of paragraph 4.6.2, in which case:

(@)

(b)

(©)

each such period shall be treated as a separate Charging Year for the purposes
of paragraphs 4.6.2 and 7.4;

the amounts (for the CDSP Year as a whole) in paragraphs 4.6.2(d), (e) and (f)
shall be allocated to each such separate period pro rata the number of Months in
each such period;

a separate Annual DCC Investment Charge Base shall be determined for each
such period.

4.7 Annual Process

4.7.1 The process for establishing the CDSP Budget for Charging Year Y is as set out below.
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4.7.2 The CDSP will:

@)

(b)
(©)

(d)

by 30 June in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft Statement of Planning Principles;

discuss the draft with the Committee;

take into account, as it considers appropriate, the views of the Committee in finalising
the Statement of Planning Principles; and

by 31 July in CDSP Year Y-1, send the final Statement of Planning Principles to the
Committee and each Customer.

4.7.3 The CDSP will:

@)

(b)
(©)

(d)

(e)

by 31 October in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft CDSP Budget;

discuss the draft with the Committee;

provide to the Committee and each Customer such further information as the
Committee may reasonably require in connection with its review of the draft CDSP
Budget;

take into account, as it considers appropriate, the views of the Committee in finalising
the CDSP Budget, and provide to the Committee a report that outlines the actions
taken in response to the views of the Committee; and

by the end of January in CDSP Year Y-1, send the final CDSP Budget to the
Committee and each Customer.

4.7.4 The CDSP may (after the step at paragraph 4.7.3(b)) provide a further draft or drafts of the
CDSP Budget to the Committee before finalising and sending the CDSP Budget under the
step at paragraph 4.7.3(e).

4.8 Budget appeal

4.8.1 A Customer may (subject to and in accordance with this paragraph 4.8) appeal the CDSP
Budget for the Charging Year on the grounds that the CDSP Budget is not fit for purpose for
the CDSP to fulfil the obligation to provide Services consistent with paragraph 7(b) of the
CDSP Licence Condition.

4.8.2 A Customer may not appeal the CDSP Budget unless:

@)

(b)

it had notified the CDSP and the Committee of its objection to the CDSP Budget
within 20 Business Days (or such longer period, not exceeding 30 Business Days, as
the Committee may allow) after the draft CDSP Budget was sent or most recently
sent to the Customer; or

the appeal relates to a change in the CDSP Budget as compared with the most
recent draft which was sent to the Customer; or
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(c) the final CDSP Budget was sent to the Customer (under paragraph 4.7.3(e)) less
than 20 Business Days after the most recent draft CDSP Budget was sent to the
Customer.

4.8.3 The Customer shall give notice of the appeal to the Authority, the CDSP and the Committee
Secretary.

4.8.4 The Customer may not give notice of appeal more than 20 Business Days after the final CDSP
Budget was sent to Customers under paragraph 4.7.3(e).

4.8.5 The notice of appeal shall set out:

(@) the basis on which the Customer considers the grounds for appeal (as provided in
paragraph 4.8.1) are met; and

(b) the amendment to the CDSP Budget, which the Customer considers necessary.

4.8.6 The Committee Secretary shall:

(a) verify with the CDSP that the conditions in paragraphs 4.8.2 and 4.8.5 are met (and, if they
are not, notify the Authority and the appealing Customer to that effect); and

(b) send a copy of the notice to each Transporter, the Committee and all Customers
within 2 Business Days after it is received.

4.8.7 Within 10 Business Days after the notice of appeal was received:

(a) the CDSP shall, after discussing the appeal with the Committee (for which purposes an
ad-hoc meeting of the Committee shall be convened), send to the Authority its opinion in
respect of the matter subject to appeal and such other information as it considers
appropriate (including any potential impact on performance of the DCC Contract), and
provide a copy of such opinion and information to the appealing Customer, the Committee
and each other Customer; and

(b) any other Customer may send to the Authority (with a copy to the CDSP and the
Committee) its opinion in respect of the matter subject to appeal.

4.8.8 The CDSP shall provide to the Authority such further information as the Authority may request in
connection with the appeal.

4.8.9 The Parties shall comply with any procedure or other requirement specified by the Authority for the
purposes of considering the appeal.

4.8.10 If more than one notice of appeal is received, the CDSP will invite the Authority to make a single
or composite decision and direction in respect of all such appeals.

4.8.11 Until and unless the appeal is decided by the Authority, the CDSP shall proceed with the
performance of the DSC (including the calculation and invoicing of Charges) on the basis of the
CDSP Budget as finalised and sent under paragraph 4.7.3(e); and Customers shall pay such
Charges so calculated and invoiced.

4.8.12 The appeal will be decided by the Authority's direction to the Transporters as provided in
paragraph 13 of the CDSP Licence Condition.
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4.8.13 When the appeal is decided:

@) the Transporters shall notify the Authority’s direction to the CDSP with a copy to the
Committee; and

(b) the CDSP shall send a copy of such direction to each Customer.

4.8.14 Where the Authority’s direction requires a change in the CSDP Budget:

€) the CDSP will, as soon as is reasonably practicable, amend the CDSP Budget to make
the required change(s) in accordance with the direction;

(b) to the extent necessary, the CDSP will revise its planned activities for the Charging Year so
as to allow for such change;

(©) the Committee has no power to make a decision which conflicts with implementation of the
Authority’s direction;

(d) the CDSP may seek the Committee's views on any revision of its planned activities as provided
in paragraph (b);

(e) the CDSP will send the Amended Budget to the Authority, the Committee and each
Customer; and

4] paragraph 4.10 shall apply.

4.8.15 If a question arises as to what is necessary to comply with the Authority's direction, the CDSP and the
Committee shall not decide such question without the approval of the Transporters.

4.9 Budget Amendment

4.9.1 This paragraph 4.9 applies if at any time following the finalisation of the CDSP Budget for the Charging
Year:

€)] it appears to the CDSP that:

0] it will, during the Charging Year, incur Costs which were not included in the CDSP
Budget;
(ii) as a result, it will or is likely at any time within the CDSP Year to be unable to pay its

Costs as they fall due for payment (financial deficit); and

(iii) it is not feasible to resolve the financial deficit by rescheduling activities so as to defer
or avoid the incidence of Costs without failing or risking failure to meet any of its
obligations or responsibilities under the DSC or any TPS Agreement; or

(b) it appears to the CDSP that:

() it will not incur Costs during the Charging Year which were included in the
CDSP Budget; and
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(ii) the amount of such Costs (in aggregate, and net of any increase in other
Costs) exceeds 15% of the total Costs in the CDSP Budget; or

C) It appears to the CDSP that:

i) itwill not incur Costs during the Charging Year which were included in
the CDSP Budget; and

i) the amount of such Costs (in aggregate, and net of any increase in
other Costs) does not exceed 15% of the total Costs in the CDSP
Budget; and

iiiy the CDSP believes there is a requirement to amend the CDSP Budget.

4.9.2 Where paragraph 4.9.1(a) applies:

(a) the CDSP shall promptly inform the Committee of the situation and discuss with
the Committee any measures (including any rescheduling of activities under the
Service Change Procedures or in respect of any infrastructure development)
which may avoid or mitigate the financial deficit without any material impact on
the provision by the CDSP of Services;

(b) unless the financial deficit can be avoided by measures approved by the
Committee under paragraph (a), the CDSP Budget shall be amended to include
such additional Costs, as follows;

(c) the CDSP shall prepare and send to each Customer and the Committee:

0] a draft of the amended CDSP Budget (and if appropriate an
amendment of the Statement of Planning Principles) which will
address the financial deficit; and

(i) a proposed timetable for review and finalisation of the Budget Amendment;

(d) steps equivalent to those in paragraph 4.7.3 shall apply in relation to the Budget
Amendment on the basis of such timetable (as it may be revised by
agreement between the CDSP and the Committee); and

(e) paragraph 4.10 shall apply.
4.9.3 Where either paragraph 4.9.1(b) or 4.9.1(c) applies:

€) the CDSP shall promptly inform the Committee of the situation, and discuss with
the Committee whether the relevant Costs are likely to be incurred in the following
CDSP Year, or there are activities of the CDSP planned for the following CDSP
Year which could be brought forward; and

(b) as part of such discussions the CDSP shall present any amendment it believes is
required to the CDSP Budget and Annual Charging Statement for the Committee’s
consideration and approval;

(c) following such discussions, and if (having regard to the inconvenience for
Customers of a revision of the Annual Charging Statement) the Committee gives
its approval, the CDSP Budget shall be amended to exclude such avoided Costs
(or such amount of them as the Committee requires).
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4.9.5

4.9.6

4.10

4.10.1

4.10.2

4.10.3

51

511

51.2

5.2

521

4.9.4 For the avoidance of doubt, the CDSP shall not amend the CDSP Budget without
first discussing the proposed amendment with the Committee and without the consent of
the Committee.

The CDSP on behalf of the Transporters shall notify the Authority of the Budget
Amendment and the consequent increase or decrease in Charges as provided in
paragraph 4.9 as soon as the Budget Amendment is made.

Unless the Authority directs the Transporters to the contrary, a Budget Amendment may
not be appealed under paragraph 4.8.

Revision of Annual Charging Statement
This paragraph 4.10 applies where the CDSP amends the CDSP Budget:

€)) following an appeal in accordance with paragraph 4.8; or

(b) in accordance with paragraph 4.9.

The CDSP shall prepare and send a revised Annual Charging Statement to the Committee
and each Customer at the same time that it sends the amended Budget to the Committee
and Customers pursuant to paragraph 4.8.14(e) or (as the case may be) paragraph
4.9.2(c).

The revised Annual Charging Statement:

@ shall be determined in accordance with the rules in this Document by reference to
the Amended Budget but so that the increase or decrease (pursuant to the
amendment of the CDSP Budget) in each Charge Base (or each affected Charge
Base) is recovered or rebated through Charges to Customers in the period from the
effective date (in accordance with paragraph (b)) of the revision until the end of the
Charging Year; and

(b) the revision of the Annual Charging Statement shall be effective from the next
Month for which Invoices have not already been sent (or, if later, the first Month
of the CDSP Year), and shall be used for the purposes of determining all

Charges to Customers in respect of that Month and subsequent Months in the
CDSP Year.

Calculation of General Service Charges
Allocation of Core Annual Service Charge Base

The CDSP will apply the Cost Allocation Model to allocate the Core Annual Service Charge
Base to each of the General Service Areas in the Charge Base Apportionment Table.

The amount of the Core Annual Service Charge Base allocated to each General Service
Area is the Annual Service Area Charge Base for the General Service Area.

Apportionment of Annual Service Area Charge Base
For each General Service Area, the Annual Service Area Charge Base is apportioned
between each Customer Class in the Area Customer Group on the basis of the

proportions set out in the Charge Base Apportionment Table.
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52.2

5.3

5.3.1

54

54.1

55

55.1

5.5.2

5.5.3

5.6

5.6.1

5.6.2

6

The amount of the Annual Service Area Charge Base for a General Service Area
apportioned to each Customer Class is the Annual Service Area Class Charge Base for
the Customer Class.

Aggregation of Annual Service Area Class Charge Base
For each Customer Class:

(a) the Annual Service Area Class Charge Base is aggregated over all General
Service Areas; and

(b) the aggregate amount is adjusted by adding or deducting (as appropriate):

0] the Class Change Forecast Over/Under Amount for CDSP Year Y-1
for that Customer Class; and

(i) the Class Change Outturn Over/Under Amount for CDSP Year Y-2
for that Customer Class,

(in accordance with paragraph 8.4) and the resulting amount is the Annual Customer
Class Service Charge Base.

Monthly Customer Class Charge Base

The Monthly Customer Class Service Charge Base for each Customer Class is 1/12 of
the Annual Customer Class Service Charge Base.

General Service Charges

For each Month in the Charging Year, the General Service Charge for each Shipper User
is calculated as the Monthly Shipper Charging Share (for that Month) of the Monthly
Customer Class Service Charge Base for Shipper Users.

For each Month in the Charging Year, the General Service Charge for each DN Operator
and Independent Gas Transporter is calculated as follows:

€) for each Network Customer Class, calculate the Relevant Transporter Annual
Charging Share (for that year) of the Monthly Customer Class Service Charge
Base; and

(b) aggregate the amounts in paragraph (a) over all Network Customer

Classes to determine the General Service Charge.

For each Month in the Charging Year, the General Service Charge for National Grid
NTS is equal to the Monthly Customer Class Service Charge Base.

DCC Shipper Service Charges
The Monthly DCC Service Charge Base is 1/12 of the Annual DCC Service Charge Base.
For each Month in the Charging Year the DCC Shipper Charge for each Shipper User is
calculated as the Shipper Monthly Charging Share (for that Month) of the Monthly

DCC Service Charge Base.

Calculation of Specific Service Charges and Additional Service Charges
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6.1

6.1.1

6.1.2

6.2

6.2.1

6.3

6.3.1

6.3.2

6.4

6.4.1

6.4.2

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1) to
Specific Services - Forecast Demand

In the CDSP Budget the CDSP will forecast the usage of or demand for each Service Line
for a Specific Service (including any Mandatory Specific Service) in the Charging Year.

Such usage or demand is expressed by reference to the Charging Measure and
where applicable the Charging Period for the Specific Service (including any
Mandatory Specific Service) as provided in the CDSP Service Description.

Cost forecast and Charge Base
For each Specific Service (including any Mandatory Specific Service) the CDSP will:

(@) forecast the Costs of the Specific Service (including any Mandatory Specific
Service) on the basis of the forecast usage or demand; and

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1)
to the forecast Costs.

Unit charge

For each Specific Service (including any Mandatory Specific Service) the unit Specific
Service Charge is calculated by dividing the
Charge Base by the amount (expressed by reference to the relevant Charging Measure
and where applicable the Charging Period) of the forecast demand or usage.

No adjustment is made in respect of the Specific Service Charges determined in
accordance with paragraph 6.3.1 by reference to outturn Costs of, or usage of or demand
for, the relevant Specific Service (including any Mandatory Specific Service).

Additional Service Charges
Before making an Additional Services Offer the CDSP shall:

€) estimate the Costs of providing the Additional Service in the CDSP Year in
which the Additional Service will start (to include any Costs of developing the
Additional Service);

(b) add the applicable margin (in accordance with paragraph 4.4.1) for that CDSP
Year to determine a Charge Base;

(c) determine an Additional Service Charge, or basis (and, where applicable,
measure of usage) for calculating an Additional Service Charge, and an
invoicing frequency, which will recover such Charge Base over the period in that
CDSP Year in which the Additional Service is provided; and

(d) decide whether the Charge should be subject to any adjustment to reflect
outturn Costs (or where applicable usage) as compared with what was
estimated in a CDSP Year.

For any CDSP Year after the first in which the Additional Service is provided, the CDSP will:

€) estimate the Costs and determine the Charge Base for the Additional Service; and
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(b) determine (on the basis referred to in paragraph 6.4.1(c) and (d)) the
Additional Service Charge for the CDSP Year,

but the CDSP may continue to apply the prior year’s Charge if it considers that (on the
above basis) there would be no significant change.

7 Infrastructure Charges and DCC Shipper Investment Charges
7.1 Introduction

7.1.1 Infrastructure Charges are payable by Customers in respect of the Costs incurred by
the CDSP in the Charging Year in renewing, replacing or upgrading fixed assets.

7.2 Non-DCC related investment - Annual Customer Class Infrastructure Charge Base

7.2.1 Subject to paragraph 7.2.3, for each Customer Class the Annual Customer
Class Infrastructure Charge Base for the Charging Year is calculated as:

AICBba * AACCSCB / Y AACCSCB
where
AICBbal is the Annual Infrastructure Charge Base for Balance-of-Infrastructure;

AACCSCB is the Adjusted ACCSCB calculated in accordance with paragraph 7.2.2;
and

> is the sum over all Customer Classes.

7.2.2 The Adjusted ACCSCB is the amount calculated for each Customer Class as the Annual
Customer Class Service Charge Base in accordance with paragraph 5.3.1 on the basis
that the aggregation over Service Areas excludes the following Service Areas relating to
UK Link Gemini and Managing Change:

€) Service Area 8 - Credit risk management (including cash collection) and
management of neutrality accounting processes;

(b) Service Area 13 — Managing Change; and
(© Service Area 14 - Gemini system services.

7.2.3 For National Grid NTS, the Annual Customer Class Infrastructure Charge Base is the sum
of:

(a) the amount determined in accordance with paragraph 7.2.1; and

(b) the whole of the Annual Infrastructure Charge Base for UK Link Gemini.

7.3 Non-DCC related investment - Monthly Infrastructure

Charges 7.3.1 For each Customer in any Customer Class:

€) subject to paragraph (b), the Monthly Infrastructure Charge for each Month in
the Charging Year is calculated as the Customer’'s Monthly Charging Share of
1/12 of the Annual Customer Class Infrastructure Charge Base for the relevant
Customer Class; and
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7.4

7.4.1

7.4.2

(b) for DN Operators and Independent Gas Transporters the Monthly
Infrastructure Charge is calculated by aggregating the amounts in paragraph
(a) over the Network Customer Classes.

DCC Shipper Investment Charges

The Monthly DCC Investment Charge Base for a Month in a Charging Year is 1/M of the
Annual DCC Investment Charge Base; where M is 12 or, where (in accordance with
paragraph 4.6.5) the Charging Year is a shorter period, the number of Months in such
period.

For each Month in the Charging Year the DCC Shipper Investment Charge for each
Shipper User is calculated as the Shipper Monthly Charging Share (for that Month) of the
Monthly DCC Investment Charge Base.

8 Change Charges

8.1

8.1.1

8.1.2

8.1.3

8.2

Introduction

Change Charges are payable by Customers in respect of Service Changes for which the
CDSP performs activities under the Service Change Procedures, excluding those activities
referred to in paragraph 2.2.5, in the Charging Year (Chargeable Change Activities) (and
for the avoidance of doubt such activities do not include the operation of the DCC Contract
Change Procedures).

This paragraph 8 sets out the basis on which:
€) for General Service Changes:

0] Change Charges for Customers will be calculated after the Charging
Year (paragraph 8.2);

(ii) Provisional Change Charges for Customers are calculated
before the Charging Year (paragraph 8.3); and

(iii) a reconciliation and adjustment in respect of Change Charges is
made after the Charging Year (paragraph 8.4); and

(b) for Specific Service (including any Mandatory Specific Service) Changes, specific
Change Charges will be determined.

The total Change Charge Base (Change Budget) in the CDSP Budget for a CDSP Year
shall be determined as the sum of:

€) the estimated Charge Base in respect of Chargeable Change Activities for all
General Service Changes taken into account in the CDSP Budget (as provided
in paragraph 8.3.2(a); and

(b) an additional amount sufficient to cover the likely Costs of any Changeable
Charge Activities (for General Service Changes) which are not foreseen in the
CDSP Budget.

Calculation of Change Charges for General Service Changes
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(ii) between each Customer Class, on the basis of the proportions set out in the

8.2.1 For each General Service Change for which the CDSP performs a Chargeable
Change Activity in the Charging Year:

(a) the Service Change is assigned to a Service Area by reference to the Service
Line or Service Lines to which the Service Change relates;

(b) if the Service Change relates to Service Lines in more than one Service Area,
the Service Change is assigned to each such Service Area in proportions
determined by the CDSP to reflect its assessment of the proportions in which
the Change Costs are allocable to each such Service Area;

(c) the Change Costs of Chargeable Change Activities are determined in
accordance with the Cost Allocation Methodology;

(d) the Charge Base is calculated by adding a margin (in accordance with
paragraph 4.4.1) to such Costs; and

(e) the Charge Base is apportioned:

0] where relevant, between Service Areas, in the proportions determined
under

paragraph (b); and
(i) between each Customer Class, on the basis of the proportions set out
in the Charge Base Apportionment Table for the relevant Service Area
or Areas.
8.2.2 For each Customer Class, the Annual Class Change Charge Base is calculated as:

>saYsc ACBsc
where
Y sA is the sum over Service Areas;
Ysc is the sum over General Service Changes for a Service Area; and

ACBsc is the amount of the Charge Base in respect of each General Service
Change apportioned to the Customer Class under paragraph 8.2.1(e).

8.2.3 The Change Charge payable by each Customer for General Service Changes for the
Charging Year is the Customer's Annual Charging Share of the Annual Class Change
Charge Base (aggregated for DN Operators and Independent Gas Transporters over all
Network Customer Classes).

8.3 Provisional Change Charges

8.3.1 For each Month of the Charging Year Customers will pay Charges (Provisional
Change Charges) calculated in accordance with this paragraph 8.3 in respect of
General Service Changes.

8.3.2 For each Customer Class, the Provisional Annual Class Change Charge Base shall
be determined, as follows:
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8.3.3

8.34

8.35

8.4

(@)

(b)

()

for each General Service Change which is taken into account in the CDSP
Budget, the CDSP will estimate the relevant Costs and (by adding a margin
in accordance with paragraph 4.4.1) determine the Charge Base;

the amount of the Charge Base for each such Service Change will be increased
by a percentage uplift as provided in paragraph 8.3.4; and

the CDSP will estimate the Annual Class Change Charge Base (as provided
in paragraph 8.2.2) on the basis of the uplifted amounts referred to in
paragraph (b), and such estimate is the Provisional Annual Class Change
Charge Base.

For each Customer the Provisional Change Charge for a Month is its Monthly Charging
Share of 1/12 of the Provisional Annual Class Change Charge Base (aggregated for DN
Operators and Independent Gas Transporters over all Network Customer Classes).

The percentage uplift in paragraph 8.3.2(b) will be set so as to allow the CDSP to recover,
by Provisional Change Charges, the whole of the Change Budget.

No adjustment shall be made within the Charging Year in respect of the Provisional
Class Annual Change Charge Base for any Customer Class.

Adjustment in respect of provisional charges

8.4.1 In relation to a CDSP Year Y, the CDSP will, when preparing the CDSP Budget for Year Y:

8.4.2

8.5

(@)

(b)

determine the Forecast Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-1; and

on the basis of what is determined under paragraph (a), determine for each
Customer Class the Forecast Over/Under Amount in respect of the Annual
Class Change Charge Base for Year Y-1,

and the amount determined under paragraph (b) for each Customer Class is the Class
Change Forecast Over/Under Amount for Year Y-1 (and is applied as set out in
paragraph 5.3.1(b)(i)); and

(©)

(d)

determine the Outturn Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-2; and

on the basis of what is determined under paragraph (c), determine for each
Customer Class the Outturn Over/Under Amount in respect of the Annual Class
Change Charge Base for Year Y-2,

and the amount determined under paragraph (d) for each Customer Class is the Class
Change Outturn Over/Under Amount for Year Y-2 (and is applied as set out in
paragraph 5.3.1(b)(ii)).

For avoidance of doubt, paragraph 8.4.1 shall apply in respect of all General Service
Changes including any which were not foreseen in the CDSP Budget for Year Y-1 or Y-

2.

Change Charges for Specific Service Changes
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8.5.1 Where a Service Change is made to add or vary a Specific Service (including any
Mandatory Specific Service), as part of the Service Change Procedures the
methodology for calculating Change Charges in respect of the Change Costs of
Chargeable Change Activities will be established in accordance with the Change
Management Procedures.

8.5.2 Such methodology shall provide for:

(a) the basis on which, in each CDSP Year, Change Charges are to be calculated
by reference to the Charge Base (on the basis of Costs accruing in the CDSP
Year) for the Specific Service (including Mandatory Specific Service) Change;

(b) the Customer(s) or Customer Class(es) who are to pay such Change Charges;

(c) the CDSP to forecast such Change Costs and determine a Charge Base
when preparing the CDSP Budget; and

(d) an adjustment in respect of such Change Charges after the CDSP Year to
reconcile Forecast Over/Under Amounts and Outturn Over/Under Amounts.

8.5.3 The CDSP shall amend the Specific Service Change Charge Annex to include each
such methodology when it is established.

8.5.4 The CDSP shall calculate Change Charges for each Specific Service (including
Mandatory Specific Service) Change in accordance with such methodology.

9 Annual Charging Statement
9.1 General

9.1.1 The Annual Charging Statement for the Charging Year sets out the Charge Bases and
other details determined by applying the rules in this Document to the CDSP Budget, as
set out in paragraphs 9.2, 9.3, 9.4 and 9.5.

9.1.2 The Annual Charging Statement shall contain supporting information sufficient to explain
how the Charge Bases and Charges set out in the statement have been calculated (on the
basis of the rules in this Document) by reference to the CDSP Budget for the Charging
Year and (where applicable) the CDSP Budget or Annual Accounts for any prior CDSP
Year.

9.1.3 The CDSP shall, by 31 January in Year Y-1, prepare and send the Annual
Charging Statement to the Committee and each Customer.

9.1.4 The CDSP shall keep the Annual Charging Statement under review, but it is
acknowledged that:

€) the Annual Charging Statement sets out the result of the application of the rules in
this Document to the CDSP Budget;

(b) accordingly, in the absence of:
0) an error in the application of such rules; or
(i) a Budget Amendment; or
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9.15

9.1.6

9.2

9.21

9.2.2

9.3

9.31

9.4

(iii) an amendment of this Document taking effect within the Charging
Year; no review or amendment of the Annual Charging Statement is likely to be
required; and

(c) if this Document complies with the requirements referred to in GT Section
D1.2.2(a)(ii)) it can be assumed that the Annual Charging Statement
complies with those requirements.

If any Party considers there is an error in the Annual Charging Statement such Party shall
notify the Committee and the CDSP; and the CDSP shall discuss the matter with the
Committee and (where necessary to ensure the statement complies with this Document)
shall correct and reissue the Annual Charging Statement.

For the avoidance of doubt, the CDSP shall not amend the Annual Charging Statement
without first discussing the proposed amendment with the Committee and without the
consent of the Committee.

Service Charges

In respect of General Service Charges, the Annual Charging Statement will set out:

@ for each Service Area:

0] the Annual Service Area Charge Base; and

(ii) for each Customer Class, the Annual Service Area Class Charge Base; and
(b) for each Customer Class, the Annual Customer Class Service Charge Base.

In respect of Specific Service Charges, the Annual Charging Statement will set out, for each
Service Line:

€) the Charge Base for each Service Line; and

(b) the unit Service Charge based on the applicable Charging Measure.
Infrastructure Charges

In respect of Infrastructure Charges, the Annual Charging Statement will set out:

(a) the Annual Infrastructure Charge Base (separately for UK Link Gemini and
Balance-of-Infrastructure); and

(b) for each Customer Class, the Annual Customer Class Infrastructure Charge Base.

Change Charges

9.4.1 In respect of Change Charges for General Service Charges, the Annual Charging Statement

will set out the Provisional Annual Class Change Charge Base for each Customer Class.
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9.4.2 In respect of Change Charges for Specific Service (including Mandatory Specific Service)
Changes, the Annual Charging Statement will set out, for each Specific Service (including
Mandatory Specific Service) Change:

(@)
(b)

the Charge Base; and

such other charging information as is provided for in the methodology in the
Specific Service Change Charge Annex.

9.5 DCC Charges

9.5.1 In respect of DCC Charges, the Annual Charging Statement will set out:

(@)
(b)

the Annual DCC Service Charge Base; and

the Annual DCC Investment Charge Base.

10 Payment and Invoices

10.1 Obligation to pay

10.1.1 Each Customer shall pay to the CDSP:

(@)
(b)
(©)
(d)
(e)
(f)

the Customer Charge;

the General Service Charge in respect of each Month;

Specific Service Charges in respect of each Month or other Charging Period;
the Monthly Infrastructure Charge in respect of each Month;

the Provisional Change Charge in respect of each Month;

the Change Charge for each Specific Service Charge in respect of each Month or
other period for which such Charge is calculated;





10.1.2

10.2

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

(9) in the case of Shipper Users only:
0] the DCC Shipper Service Charge in respect of each Month;
(ii) the DCC Shipper Investment Charge in respect of each Month;

(h) any other charge determined in accordance with Budget and Charging Methodology
and provided for in the Annual Charging Statement,

each calculated by reference to the Annual Charging Statement in accordance with the
provisions of this Document;

0] Additional Service Charges, calculated in accordance with the Additional Service
Offer for each Additional Service provided to the Customer, in respect of each Month
or other period for which such Charge is calculated; and

0] any other amount payable by the Customer pursuant to any provision of the DSC.

Amounts in respect of Charges stated in this Document or stated in or derived from the
Annual Charging Statement are exclusive of applicable value added tax (VAT), and
each Customer shall pay applicable VAT in addition to such amounts.

Invoices - general
The CDSP shall prepare and send an invoice (Invoice):

(@) to each Customer in respect of each Month setting out the amounts payable by that
Customer in respect of Charges (other than DCC Shipper Charges) for that Month or
(as applicable) for Charging Periods or other periods for which Charges are payable
in that Month;

(b) to each Shipper User in respect of each Month setting out the amounts payable by
that Shipper User in respect of DCC Shipper Charges for that Month.

The CDSP will send each Invoice for a Month (M) to the Customer by no later than the last
day of Month M (but no delay in sending an Invoice shall affect the Customer’s obligation to

make payment, based on the actual date of the Invoice).

By agreement with a Customer, the CDSP may:

€)) send different Invoices in respect of different Charges;

(b) include, in an Invoice sent in Month M, Charges for any Month or Months following
Month M; and

(©) agree a discount in respect of such Charges, for such accelerated invoicing and

payment, not exceeding the time value of such accelerated payment based on a
reasonable assumption as to the CDSP’s cost of borrowing, and to be forfeit if the
Customer is late in making payment.

Invoices shall be sent by Conventional Notice.

The CDSP shall determine the format of Invoices but shall consult the Committee before
making any material change in the format of Invoices.
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10.3

Invoice - content

10.3.1 Each Invoice shall set out (subject to paragraph 10.2.3(a)):

10.3.2

€)] the name of the Customer;

(b) the Month or (pursuant to paragraph 10.2.3(b)) Months to which the Invoice relates,
and (for Specific Services (including Mandatory Specific Services) and Additional
Charges) any other Charging Periods or other period to which the Invoice relates;

(©) except as provided under paragraph (d), the amount payable by the Customer in
respect of:

() the Customer Charge;

(i) the Monthly Service Charge;

(iii) Specific Service Charges;

(iv) the Monthly Infrastructure Charge;

(V) the Provisional Change Charge;

(vi) the Change Charge for each Specific Service Charge;
(vii) Additional Service Charges; and

(viii) any other charge or amount payable by the Customer as provided in
paragraph 10.1.1(g) or (i);

(d) in the case of an Invoice for DCC Shipper Charges, the amount payable by the
Shipper User in respect of:

0] DCC Shipper Service Charges;
(ii) DCC Shipper Investment Charges;
(e) VAT in respect of such amounts;
) such further details as are required by Law relating to VAT; and

(9) the date by which (in accordance with Clause 5.2 of the DSC Terms and Conditions)
payment is due.

Each Invoice shall set out or shall be accompanied by a statement setting out:

(@) the Customer’s Monthly Charging Share;

(b) where applicable, the Customer’s Annual Charging Share;

(c) the amount (by Charging Measure and Charging Period where applicable) of
each Specific Service (including any Mandatory Specific Service) provided to the
Customer;
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(d)

()

the basis on which the Customer’s Charges have been calculated from the
Charge Bases set out in the Annual Charging Statement and the details in
paragraphs (a) and (c) above; and

such information as may be required to show the basis of calculating a Change

Charge for a Specific Service Change in accordance with the applicable methodology
in the Specific Service Change Charge Annex.
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POAP (Project on a Page) — Still ready for BP26

2024 2025 2026

Stage / Phase _
Stage 4. Cost of Deliv-

Xoserve

BP Milestone

CoMC
Approval

CAB <>
A
CoMC <>

Customer
Consultation

CoMC
Consultation

‘ CoMC Guidance

CAB Advisory

Consultation





We are looking to engage with Industry closely throughout each stage of the Review, with CAB guidance and Feedback up until implementation,
as well as consultation and approval from Industry COMC before implementation into BP26

Stage Xoserve Consultation

Review each Service Area and associated Service Lines to ensure
that they do represent an accurate description of the business
Xoserve undertakes on behalf of customers

Review each Service Area and determine which customer
constituency group benefits from the services provided in each
Service Area

Determine the cost of delivering each Service Area

Apply cost calculations for Service Areas determined in stage 3
against allocations made in Stage 2 to Calculate the cost per
Customer Constituency for each Service Area

Apply Service Line Allocations in Stage 4 to individual customer
charges






At Stage 1 we reviewed the current Service Lines and Service Area structure that are used in our Cost Allocations for both BP and Annual

Charging Statements, resulting in Xoserve presenting 5 different suggestions for a new Service Area Structure

It was agreed to take 3 of the 5 suggestions forward to Stage 2:

Suggestion 1 — Current Structure with Two New Service Areas
Suggestion 2 — Incorporate Kearny VM breakdown in a Hybrid Structure
Suggestion 3 — New Structure using Kearny VM breakdown






Review each Service Area and determine which customer constituency group benefits from the services provided in each Service Area. The
methodology and allocations generally unchanged since introduced at FGO in 2017.

Outputs

Agreed allocations in percentage terms that will be used to assign the cost of providing each Service Area to each customer constituency






8 Service Areas still maintain Cost Allocations that were set at FGO or earlier
7 Service Areas still maintain Cost Allocations that were set in 2020 following review & presentation to COMC in July 2020
3 Service Areas have been introduced from BP23 onwards

Current Service Area Cost Allocation
Service Natlonal
Service Area When Allocation was set
Area no Operators

Manage Shipper Transfers 100% FGO (2017) or earlier
2 Monthly AQ processes 100% FGO (2017) or earlier
3 Manage updates to customer portfolio 90% 10% FGO (2017) or earlier
4 Meter Read / Asset processing 33% 67% FGO (2017) or earlier
5 Demand Estimation obligations 50% 50% FGO (2017) or earlier
6 Customer Relationship Management 63% 9% 25% 3% Cost Allocation Review (2020)
7 Customer Joiners/Leavers (UK Gas Market) 50% 50% FGO (2017) or earlier
8 Energy Balancing (Credit Risk Management) 100% FGO (2017) or earlier
9 Customer Reporting (all forms) 34% 7% 52% 7% FGO (2017) or earlier
10 Invoicing customers 12% 88% Cost Allocation Review (2020)
11 Management of Customer Issues 40% 5% 49% 7% Cost Allocation Review (2020)
12 Customer Contacts 50% 6% 39% 5% Cost Allocation Review (2020)
13 Managing Change 52% 7% 40% 1% Cost Allocation Review (2020)
14 Gemini Services 100% Cost Allocation Review (2020)
15 Value Added Services 80% 18% 2% Cost Allocation Review (2020)
16 CSS 100% BP23
17 Distribution Network Wholly Funded 100% BP23
18 Decarbonisation 100% BP24






7 Service Areas are inherently 100% allocated to one Customer constituency
10 Service Areas we propose to leave at current allocation, reflecting the static nature of CDSP costs, e.g. Meter Reads, Demand Estimation

1 Service Area — Managing Change is a candidate for updating, reflecting more Xoserve’s Change Register in the past few years

Current Service Area Cost Allocation

Service

Area no.

O 00 N O U B WN -

R R R R R R R R
N oo W N RO

I I R I S N E R —

Service Area

Manage Shipper Transfers

Monthly AQ processes

Manage updates to customer portfolio
Meter Read / Asset processing

Demand Estimation obligations

Customer Relationship Management
Customer Joiners/Leavers (UK Gas Market)
Energy Balancing (Credit Risk Management)
Customer Reporting (all forms)

Invoicing customers

Management of Customer Issues
Customer Contacts

Managing Change

Gemini Services

Value Added Services

CSS

Distribution Network Wholly Funded
Decarbonisation

100%
100%
90%
33%
50%
63%

34%

40%

50%

52%

80%
100%

National
Gas

9%
50%
100%
7%
12%
5%
6%
7%
100%

DN

Operator

S

10%
67%
50%
25%
50%

52%
88%
49%
39%
40%

18%

100%
100%

IGTs

Propose to leave as is
Propose to leave as is
Propose to leave as is
Propose to leave as is
Propose to leave as is
3% Propose to leave as is
Propose to leave as is
Propose to leave as is
7% Propose to leave as is
Propose to leave as is
7% Propose to leave as is
5% Propose to leave as is
1% Update
Propose to leave as is
2% Propose to leave as is
Propose to leave as is
Propose to leave as is
Propose to leave as is

25/26 EQ Review Proposal

Reason

Still inherently a Shipper only cost

Still inherently a Shipper only cost

Current split still reflective of volume of updates
Current split still reflective of volume of reads/processes
Current split still reflective of current obligations
Current split still reflective of stakeholder workload
Current split still reflective of current obligations
Still inherently a National Gas only cost

Current split still reflective of Reporting output
Current split still reflective of Invoincing process
Current split still reflective of Customer issues
Current split still reflective of Customer Contacts
Based on Change Register 2021-23

Still inherently a National Gas only cost

Still reflective of DDP

Still inherently a Shipper only cost

Still inherently a DN only cost

Still inherently a DN only cost






+ Suggestion 1 would increase number of Service Areas from 18 to 20, with 2 new Service Areas for PAFA/AUGE/PAC and CMS Services

. National : -
Service Area Allocation Rationale
1 Manage Shipper Transfers 100%
2 Monthly AQ processes 100%
3 Manage updates to customer portfolio 90% 10%
4 Meter Read / Asset processing 33% 67%
5 Demand Estimation obligations 50% 50%
6 Customer Relationship Management 63% 9% 25% 3%
7 Customer Joiners/Leavers (UK Gas Market) 50% 50%
8 Energy Balancing (Credit Risk Management) 100%
9 Customer Reporting (all forms) 34% 7% 52% 7%
10 Invoicing customers 12% 88%
11 Management of Customer Issues 40% 5% 49% 7%
12 Customer Contacts 50% 6% 39% 5%
13 Managing Change 52% 7% 40% 1% Propose to update to reflect Change Register
14 Gemini Services 100%
15 Value Added Services 80% 18% 2%
16 CSS 100%
17 Distribution Network Wholly Funded 100%
18 Decarbonisation 100%
19 PAFA/PAC/AUGE Services New Service Area

New Service Area

20 CMS
ol | | | |






+ Suggestion 1 would increase number of Service Areas from 18 to 20, with 2 new Service Areas for PAFA/AUGE/PAC and CMS Services

Proposed Allocation changes

DN

Service Area Allocation Rationale

Operators

Current 13 Managing Change 52% 7% 40% 1%
New 13 Managing Change 51% 7% 40% 2% Based on Change Register 2021-23
Change -1% 0% 0% 1%
New 19 PAFA/PAC/AUGE Services 50% 44% 6% Based on latest Meter Point count (Dec 24)

New 20 CMS 90% 10% Based on Business Case Proposal (BP22)





» Suggestion 2 incorporates elements of the breakdown that was presented in the Kearny VfM report to create a hybrid Service Area Structure
+ Service Areas introduced after Kearny report was published e.g. Decarb have been kept
* Proposed new Service Area for PAFA/PAC/AUGE also introduced

Proposed Service Area Structure
Service Area . National DN . .
Service Area IGTs Allocation Rationale for New Areas
no. Gas] Operators

1 Manage Shipper Transfers 100%
2 Monthly AQ processes 100%
3 Manage updates to customer portfolio 90% 10%
4 Meter Read / Asset processing 33% 67%
5 Demand Estimation obligations 50% 50%
9 6 Customer Relationship Management 63% 9% 25% 3%
§ 7 Customer Joiners/Leavers (UK Gas Market) 50% 50%
a 8 Energy Balancing (Credit Risk Management) 100%
ﬁ 9 Customer Reporting (all forms) 34% 7% 52% 7%
§ 10 Invoicing customers 12% 88%
@ 11 Management of Customer Issues 40% 5% 49% 7%
12 Customer Contacts 50% 6% 39% 5%
13 Managing Change 52% 7% 40% 1%|Propose to update to reflect Change Register
14 Distribution Network Wholly Funded 100%
15 Decarbonisation 100%
16 PAFA/PAC/AUGE Services New Service Area
17 CSS 100%
£ 18 CMS New Service Area
% 19 Gemini Services 100%
5 20 IT Change Management 52% 7% 40% 1%[New Service Area
E= 21 Information Security Services New Service Area
22 Digital Services New Service Area






» Suggestion 2 incorporates elements of the breakdown that was presented in the Kearny VfM report to create a hybrid Service Area Structure
+ Service Areas introduced after Kearny report was published e.g. Decarb have been kept
* Proposed new Service Area for PAFA/PAC/AUGE also introduced

Proposed Allocation changes
Service Area Natlonal
Serwce Area IGTs Allocation Rationale
Operators

Current 13 |Managlng Change | 52% 7% 40% 1%
New 13 Managing Change 51% 7% 40% 2% Based on Change Register 2021-23
Change -1% 0% 0% 1%
New 16 |PAFA/PAC/AUGE Services 50% 44% 6% Based on latest Meter Point count (Dec 24)
New 18 CMS 90% 10% Based on Business Case Proposal (BP22)
New 20 IT Change Management 51% 7% 40% 2% Reflects Managing Change Business Process above
New 21 Information Security Services 48% 15% 37% 1% Based on overall Allocation split

New 22 Digital Services 80% 18% 2% Reflects DDP (formerly Value Added Services)





» Suggestion 3 wholly incorporates the breakdown that was presented in the Kearny V{M report
+ Service Areas introduced after Kearny report was published e.g. Decarb have been kept and proposed new Service Area for PAFA/PAC/AUGE, CMS also introduced
» Exercise carried out to re-map Service Areas from old Structure to new in order to map across Cost Allocations

Service
Area no.

Proposed Service Area

Current Service Area

Allocation Rationale for New Areas

Engagement

1 Manage Shipper Switching Manage Shipper Transfers 100%
2 Monthly AQ Process Monthly AQ processes 100%
3 Manage Updates to Customer Portfolio Manage updates to customer portfolio 90% 10%
4 Meter Read Processing Meter Read / Asset processing 33% 67%
_ 5 Asset Processing Meter Read / Asset processing 33% 67%
g 6 Demand Estimation - Analytical Models Demand Estimation obligations 50% 50%
E 7 Demand Estimation - Seasonal Normal Review Demand Estimation obligations 50% 50%
3 8 Lifecycle Maintenance (53 complex DSC+ service lines) Customer Joiners/Leavers (UK Gas Market) 50% 50%
g 9 Management of Additional Services Customer Relationship Management 63% 9% 25% 3%
g 10 Energy Balancing Energy Balancing (Credit Risk Management) 100%
& 11 Capacity Management and Trading Customer Joiners/Leavers (UK Gas Market) 50% 50%
é 12 Customer Automated Visualisations and Manual Reporting Customer Reporting (all forms) 34% 7% 52% 7%
e 13 [invoicing Customers Invoicing customers 12% 88%
14 Customer Contacts Customer Contacts 50% 6% 39% 5%
15 Distribution Network Wholly Funded Post Kearny Review 100%
16 Decarbonisation Post Kearny Review 100%
17 PAFA/PAC/AUGE Services Post Kearny Review New Service Area
13 Reactive Service Management, Incident, Ticket and Request o ]
Management Gemini Services 100%
i Proactive Management of Technology, Licensing, Application ) )
and Infra support Managing Change 52% 7% 40% 1%|Propose to update to reflect Change Register
g 20 IT Change Management Managing Change 52% 7% 40% 1%|Propose to update to reflect Change Register
g 21 Information Security Services Value Added Services New Service Area
22 Digital Services Value Added Services 80% 18% 2%[New Service Area (formerly Value Added Services)
23 cMS Post Kearny Review New Service Area
24 Css Post Kearny Review 100%
Contract 25 Contract Assurance
Assurance Management of Customer Issues 40% 5% 49% 7%
Stakeholder 26 General Industry / CDSP user engagement . :
Customer Relationship Management 63% 9% 25% 3%






» Suggestion 3 wholly incorporates the breakdown that was presented in the Kearny V{M report
+ Service Areas introduced after Kearny report was published e.g. Decarb have been kept and proposed new Service Area for PAFA/PAC/AUGE, CMS also introduced
» Exercise carried out to re-map Service Areas from old Structure to new in order to map across Cost Allocations

Proposed Allocation changes
Service . . National DN . )
Service Area Current Service Area IGTs Allocation Rationale
Area no. Gas| Operators

19 Proactive Management of Technology, Licensing, Application .
Current and Infra support Managing Change 52% 7% 40% 1%
Proactive Management of Technology, Licensing, Application

New 19 and Infra support Managing Change 51% 7% 40% 2%|Based on Change Register 2021-23

Change -1% 0% 0% 1%
New 17 PAFA/PAC/AUGE Services Post Kearny Review 50% 44% 6% Based on latest Meter Point count (Dec 24)
New 23 CcMS Post Kearny Review 90% 10% Based on Business Case Proposal (BP22)
New 20 IT Change Management Managing Change 51% 7% 40% 2% Reflects Service Area 19 above
New 21 Information Security Services Value Added Services 48% 15% 37% 1% Based on overall Allocation split
New 22 Digital Services Value Added Services 80% 18% 2% Reflects DDP






* When reviewing all changes implemented 1st April 2021 to 31st March 2023, IGTs benefited from 18% of the changes. When Assessing the size and quantities of the changes, as well as size
and quantities of IGT Constituency members, we feel it would be more equitable to increase the IGT allocation from 1% to 2%, with a corresponding decrease in Shippers from 52% to 51%

REUSTEES Change Title Status REEEEE Implementation Date EUEE PO e e
Number Type Impact Impact Impact  Impact
XRN 5321 PAC Ring-Fenced DSC Change Budget 21/22 Implemented Ad-hoc 29/03/2022 Yes Yes Yes Yes
XRN 5556A New CMS Version 1 Implemented Ad-hoc 26/10/2022 Yes Yes Yes No
XRN 5253 June 21 Release Implemented Major 25/06/2021 Yes Yes Yes No
XRN 5379 Class 1 Read Service Procurement Exercise - MOD 0710 Implemented Ad-hoc 25/03/2023 Yes Yes Yes No
XRN 5298 H100 Fife Project - Phase 1 (Initial Assessment) Implemented Major 25/02/2023 Yes Yes Yes No
XRN 5562 June 23 Major Release Implemented Major 24/06/2023 Yes Yes Yes Yes
XRN 5556D CMS Rebuild Version 1.3 Implemented Ad-hoc 24/04/2023 Yes Yes Yes Yes
XRN 5533 February 23 Major Release Implemented Major 24/02/2023 Yes Yes Yes Yes
XRN 5289 November 21 Major Release Implemented Major 22/01/2022 Yes Yes Yes No
XRN 5381 Amendments to Service Description Table V18 Implemented Minor 21/07/2021 Yes Yes Yes Yes
XRN 5419 Amendments the DSC Service Description Table to support REC Implemented Ad-hoc 20/10/2021 Yes Yes Yes Yes
XRN 5495 Changes to Third Party and Additional Service Policy Implemented Ad-hoc 20/04/2022 Yes Yes Yes Yes
XRN 5496 Change to Service Description Table Implemented Ad-hoc 20/04/2022 Yes Yes Yes Yes
XRN 5566 Amendments to v25 of the Service Description Table Implemented Ad-hoc 19/10/2022 Yes Yes Yes Yes
XRN 5668 Production Data Back up Implemented Ad-hoc 19/08/2023 Yes Yes Yes No
XRN 5362 Amendments to Service Description Table V17 Implemented Ad-hoc 19/05/2021 Yes Yes Yes Yes
XRN 4921 Review of the CSSC (Central Switching Service Consequential Changes) GT and IGT Business Requirements Document Implemented Major 18/07/2022 No Yes Yes No
XRN 5352 Development of the REC Performance Assurance reporting structure Implemented Ad-hoc 18/07/2022 Yes No Yes No
XRN 5581 Amendments to v26 of the Service Description Table Implemented Ad-hoc 16/11/2022 Yes Yes Yes Yes
Amendments to the DSC service line to enable the Web Service provision of data for the Consumer Enquiry Service
XRN 4635 (Number) Implemented Ad-hoc 16/11/2018 Yes Yes Yes No
XRN 5484 New Service Line for SDT v22 Implemented Ad-hoc 16/03/2022 Yes Yes Yes Yes
XRN 5470 New Service Line for SDT v21 Implemented Ad-hoc 16/02/2022 Yes Yes Yes Yes
XRN 5485 Resource to support the Retail Energy Code (REC) Implemented Ad-hoc 15/08/2022 Yes No Yes No
XRN 5505 Amendments to v24 of the Service Description Table Implemented Ad-hoc 15/06/2022 Yes Yes Yes Yes
XRN 5597 Amendments to v27 of the Service Description Table Implemented Ad-hoc 14/12/2022 Yes Yes Yes Yes
XRN 5556E CMS Rebuild Version 1.4 Implemented Ad-hoc 14/08/2023 Yes Yes Yes Yes
XRN 5653 Amendments to v29 of the Service Description Table Implemented Ad-hoc 14/06/2023 Yes Yes Yes Yes
XRN 5556B New CMS - Version 1.1 Implemented Ad-hoc 12/12/2022 Yes Yes Yes Yes
XRN 5318 Assessing Supplier MPID Reassignment Implemented Ad-hoc 08/12/2021 Yes Yes Yes Yes
XRN 5319 Assessing MPID Reassignment for All Party Types Implemented Ad-hoc 08/12/2021 Yes Yes Yes Yes
XRN 5535A Processing of CSS Switch Requests Received in ‘Time Period 5’ Implemented Ad-hoc 06/03/2023 Yes Yes Yes Yes
XRN 5246 Confirmation File (.CNF) Processing Capacity Improvement Implemented Minor 04/09/2021 Yes Yes Yes No
XRN 5529 UNC Derogation process — MOD 0800 Implemented Ad-hoc 01/10/2022 Yes Yes Yes Yes
Request impact assessment on aligning Major Releases to the REC Release Schedule (Thursday release and 3 Major

XRN 5365 Releases per year) Implemented Ad-hoc 01/04/2023 Yes Yes Yes Yes
XRN 5402 Request impact assessment on proposed REC Change Management Impact Assessment Implemented Ad-hoc 01/04/2023 Yes Yes Yes Yes
XRN 5575 March 23 Adhoc Release Implemented Ad-hoc 01/04/2023 Yes Yes Yes No
XRN 5610 New Service Lines to support the FWACV Service Implemented Ad-hoc 01/04/2023 Yes Yes Yes Yes
XRN 5622 Amendments to v28 of the Service Description Table Implemented Ad-hoc 01/04/2023 Yes Yes Yes Yes

XRN 5038 Convert Class 2, 3 or 4 meter points to Class 1 when G1.6.15 criteria are met (MOD 0691) Implemented Ad-hoc 01/04/2021 Yes Yes Yes No





+ PAFA/PAC/AUGE Costs moved from Service Area 1, resulting in more equitable split between Shippers, DNs and IGTs
+ CMS costs moved into new Service Area from Service Area 3, although allocations remain the same so no overall change to customers
+ Managing Change reflective of increase in IGT allocation of 1% and Shipper decrease of 1%

Service Annual Service National
Serwce Area IGTs
Area no Area Charge Grid NTS Operators

Manage Shipper Transfers 1,205 1,205

2 Monthly AQ processes 1,790 1,790 - - -

3 Manage updates to customer portfolio 3,123 2,811 - 312 -

4 Meter Read / Asset processing 1,234 407 - 827 -

5 Demand Estimation obligations 1,967 983 - 983 -

6 Customer Relationship Management 3,829 2,412 325 961 130
7 Customer Joiners/Leavers (UK Gas Mark 1,005 - 502 502 -

8 Energy Balancing (Credit Risk Manageme 1,326 - 1,326 - -

9 Customer Reporting (all forms) 1,963 667 137 1,021 137
10 Invoicing customers 8,763 - 1,052 7,712 -
11 Management of Customer Issues 872 349 a4 423 57
12 Customer Contacts 3,268 1,634 196 1,268 170
13 Managing Change 17,126 8,734 1,199 6,850 343
14 Gemini Services 4,200 - 4,200 - -
15 Value Added Services 1,568 1,254 - 276 38
16 CSS 3,862 3,862 - - -
17 Distribution Network Wholly Funded 166 - -

18 Decarbonisation 1,169 - -

19 PAFA/PAC/AUGE Services 904 452 -

20 CMS 2,364 2,128 -

BP25 Cost Allocations
Potential Change

61,703 28,689 8,981
61,703 29,312 8,981






Stage 2

Consultation period with Customers as per CDSP Change governance procedures

Opportunity for Customers to vote on any approval of Methodology/ Allocation changes at COMC on completion of
Consultation period

Rational for each Service Area will allocations (slide 7) will be documented and kept on the Joint Office website

Stage 3 - Determine the cost of delivering each Service Area

We will look to review the current cost drivers behind each Service Area to see if these drivers and the subsequent Service

Area costs are still accurate.
These costs will then be combined with the proposed Cost Allocations in Stage 2, to form Stage 4






Stage 2

Change Packs — sent on 12t May (confirm with Ange C

Customer Constituency meetings
Managing Change - stick to 1% (arbitrary), or propose 18% (as per Change Register implementation impacts)?

At COMC it was agreed that we would provide our recommendation for which Structure to implement

Stage 3 - Determine the cost of delivering each Service Area

How do we get Correla on board with this?

Effectively another Kearny exercise?
Areas such as new “DDP” Service Area will need individual cost that is not currently provided by Correla
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8 Service Areas still maintain Cost Allocations that were set at FGO or earlier
7 Service Areas still maintain Cost Allocations that were set in 2020 following review & presentation to COMC in July 2020
3 Service Areas have been introduced from BP23 onwards

Current Service Area Cost Allocation
Service Natlonal
Service Area When Allocation was set
Area no Operators

Manage Shipper Transfers 100% FGO (2017) or earlier
2 Monthly AQ processes 100% FGO (2017) or earlier
3 Manage updates to customer portfolio 90% 10% FGO (2017) or earlier
4 Meter Read / Asset processing 33% 67% FGO (2017) or earlier
5 Demand Estimation obligations 50% 50% FGO (2017) or earlier
6 Customer Relationship Management 63% 9% 25% 3% Cost Allocation Review (2020)
7 Customer Joiners/Leavers (UK Gas Market) 50% 50% FGO (2017) or earlier
8 Energy Balancing (Credit Risk Management) 100% FGO (2017) or earlier
9 Customer Reporting (all forms) 34% 7% 52% 7% FGO (2017) or earlier
10 Invoicing customers 12% 88% Cost Allocation Review (2020)
11 Management of Customer Issues 40% 5% 49% 7% Cost Allocation Review (2020)
12 Customer Contacts 50% 6% 39% 5% Cost Allocation Review (2020)
13 Managing Change 52% 7% 40% 1% Cost Allocation Review (2020)
14 Gemini Services 100% Cost Allocation Review (2020)
15 Value Added Services 80% 18% 2% Cost Allocation Review (2020)
16 CSS 100% BP23
17 Distribution Network Wholly Funded 100% BP23
18 Decarbonisation 100% BP24






+ Suggestion 1 would increase number of Service Areas from 18 to 20, with 2 new Service Areas for PAFA/AUGE/PAC and CMS Services

. National : -
Service Area Allocation Rationale
1 Manage Shipper Transfers 100%
2 Monthly AQ processes 100%
3 Manage updates to customer portfolio 90% 10%
4 Meter Read / Asset processing 33% 67%
5 Demand Estimation obligations 50% 50%
6 Customer Relationship Management 63% 9% 25% 3%
7 Customer Joiners/Leavers (UK Gas Market) 50% 50%
8 Energy Balancing (Credit Risk Management) 100%
9 Customer Reporting (all forms) 34% 7% 52% 7%
10 Invoicing customers 12% 88%
11 Management of Customer Issues 40% 5% 49% 7%
12 Customer Contacts 50% 6% 39% 5%
13 Managing Change 52% 7% 40% 1% Propose to update to reflect Change Register
14 Gemini Services 100%
15 Value Added Services 80% 18% 2%
16 CSS 100%
17 Distribution Network Wholly Funded 100%
18 Decarbonisation 100%
19 PAFA/PAC/AUGE Services New Service Area

New Service Area

20 CMS
ol | | | |






+ Suggestion 1 would increase number of Service Areas from 18 to 20, with 2 new Service Areas for PAFA/AUGE/PAC and CMS Services

Proposed Allocation changes

DN

Service Area Allocation Rationale

Operators

Current 13 Managing Change 52% 7% 40% 1%
New 13 Managing Change 51% 7% 40% 2% Based on Change Register 2021-23
Change -1% 0% 0% 1%
New 19 PAFA/PAC/AUGE Services 50% 44% 6% Based on latest Meter Point count (Dec 24)

New 20 CMS 90% 10% Based on Business Case Proposal (BP22)





» Suggestion 2 incorporates elements of the breakdown that was presented in the Kearny VfM report to create a hybrid Service Area Structure
+ Service Areas introduced after Kearny report was published e.g. Decarb have been kept
* Proposed new Service Area for PAFA/PAC/AUGE also introduced

Proposed Service Area Structure
Service Area . National DN . .
Service Area IGTs Allocation Rationale for New Areas
no. Gas] Operators

1 Manage Shipper Transfers 100%
2 Monthly AQ processes 100%
3 Manage updates to customer portfolio 90% 10%
4 Meter Read / Asset processing 33% 67%
5 Demand Estimation obligations 50% 50%
9 6 Customer Relationship Management 63% 9% 25% 3%
§ 7 Customer Joiners/Leavers (UK Gas Market) 50% 50%
a 8 Energy Balancing (Credit Risk Management) 100%
ﬁ 9 Customer Reporting (all forms) 34% 7% 52% 7%
§ 10 Invoicing customers 12% 88%
@ 11 Management of Customer Issues 40% 5% 49% 7%
12 Customer Contacts 50% 6% 39% 5%
13 Managing Change 52% 7% 40% 1%|Propose to update to reflect Change Register
14 Distribution Network Wholly Funded 100%
15 Decarbonisation 100%
16 PAFA/PAC/AUGE Services New Service Area
17 CSS 100%
£ 18 CMS New Service Area
% 19 Gemini Services 100%
5 20 IT Change Management 52% 7% 40% 1%[New Service Area
E= 21 Information Security Services New Service Area
22 Digital Services New Service Area






» Suggestion 2 incorporates elements of the breakdown that was presented in the Kearny VfM report to create a hybrid Service Area Structure
+ Service Areas introduced after Kearny report was published e.g. Decarb have been kept
* Proposed new Service Area for PAFA/PAC/AUGE also introduced

Proposed Allocation changes
Service Area Natlonal
Serwce Area IGTs Allocation Rationale
Operators

Current 13 |Managlng Change | 52% 7% 40% 1%
New 13 Managing Change 51% 7% 40% 2% Based on Change Register 2021-23
Change -1% 0% 0% 1%
New 16 |PAFA/PAC/AUGE Services 50% 44% 6% Based on latest Meter Point count (Dec 24)
New 18 CMS 90% 10% Based on Business Case Proposal (BP22)
New 20 IT Change Management 51% 7% 40% 2% Reflects Managing Change Business Process above
New 21 Information Security Services 48% 15% 37% 1% Based on overall Allocation split

New 22 Digital Services 80% 18% 2% Reflects DDP (formerly Value Added Services)





» Suggestion 3 wholly incorporates the breakdown that was presented in the Kearny V{M report
+ Service Areas introduced after Kearny report was published e.g. Decarb have been kept and proposed new Service Area for PAFA/PAC/AUGE, CMS also introduced
» Exercise carried out to re-map Service Areas from old Structure to new in order to map across Cost Allocations

Service
Area no.

Proposed Service Area

Current Service Area

Allocation Rationale for New Areas

Engagement

1 Manage Shipper Switching Manage Shipper Transfers 100%
2 Monthly AQ Process Monthly AQ processes 100%
3 Manage Updates to Customer Portfolio Manage updates to customer portfolio 90% 10%
4 Meter Read Processing Meter Read / Asset processing 33% 67%
_ 5 Asset Processing Meter Read / Asset processing 33% 67%
g 6 Demand Estimation - Analytical Models Demand Estimation obligations 50% 50%
E 7 Demand Estimation - Seasonal Normal Review Demand Estimation obligations 50% 50%
3 8 Lifecycle Maintenance (53 complex DSC+ service lines) Customer Joiners/Leavers (UK Gas Market) 50% 50%
g 9 Management of Additional Services Customer Relationship Management 63% 9% 25% 3%
g 10 Energy Balancing Energy Balancing (Credit Risk Management) 100%
& 11 Capacity Management and Trading Customer Joiners/Leavers (UK Gas Market) 50% 50%
é 12 Customer Automated Visualisations and Manual Reporting Customer Reporting (all forms) 34% 7% 52% 7%
e 13 [invoicing Customers Invoicing customers 12% 88%
14 Customer Contacts Customer Contacts 50% 6% 39% 5%
15 Distribution Network Wholly Funded Post Kearny Review 100%
16 Decarbonisation Post Kearny Review 100%
17 PAFA/PAC/AUGE Services Post Kearny Review New Service Area
13 Reactive Service Management, Incident, Ticket and Request o ]
Management Gemini Services 100%
i Proactive Management of Technology, Licensing, Application ) )
and Infra support Managing Change 52% 7% 40% 1%|Propose to update to reflect Change Register
g 20 IT Change Management Managing Change 52% 7% 40% 1%|Propose to update to reflect Change Register
g 21 Information Security Services Value Added Services New Service Area
22 Digital Services Value Added Services 80% 18% 2%[New Service Area (formerly Value Added Services)
23 cMS Post Kearny Review New Service Area
24 Css Post Kearny Review 100%
Contract 25 Contract Assurance
Assurance Management of Customer Issues 40% 5% 49% 7%
Stakeholder 26 General Industry / CDSP user engagement . :
Customer Relationship Management 63% 9% 25% 3%






» Suggestion 3 wholly incorporates the breakdown that was presented in the Kearny V{M report
+ Service Areas introduced after Kearny report was published e.g. Decarb have been kept and proposed new Service Area for PAFA/PAC/AUGE, CMS also introduced
» Exercise carried out to re-map Service Areas from old Structure to new in order to map across Cost Allocations

Proposed Allocation changes
Service . . National DN . )
Service Area Current Service Area IGTs Allocation Rationale
Area no. Gas| Operators

19 Proactive Management of Technology, Licensing, Application .
Current and Infra support Managing Change 52% 7% 40% 1%
Proactive Management of Technology, Licensing, Application

New 19 and Infra support Managing Change 51% 7% 40% 2%|Based on Change Register 2021-23

Change -1% 0% 0% 1%
New 17 PAFA/PAC/AUGE Services Post Kearny Review 50% 44% 6% Based on latest Meter Point count (Dec 24)
New 23 CcMS Post Kearny Review 90% 10% Based on Business Case Proposal (BP22)
New 20 IT Change Management Managing Change 51% 7% 40% 2% Reflects Service Area 19 above
New 21 Information Security Services Value Added Services 48% 15% 37% 1% Based on overall Allocation split
New 22 Digital Services Value Added Services 80% 18% 2% Reflects DDP
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1a. CDSP Service Document Budget and Charging Methodology v9.1 - Option 1   Draft.pdf
CDSP SERVICE DOCUMENT

BUDGET AND CHARGING METHODOLOGY

Version: 9.1 (option 1 proposal)

Effective date: 19tht July 2024 - TBC
1 General
1.1 Introduction

1.1.1 This document (Document) is the Budget and Charging Methodology referred to in GT Section
D3.1.4(a)(ii) and Clause 3.3(a) of the DSC Terms and Conditions and is a CDSP Service
Document.

1.1.2 This Document is an integral part of and is incorporated in the DSC.

1.1.3 The version of this Document which is in force, and the date from which it is in force, is as stated
above.

1.2 Interpretation —general
1.2.1  In this Document:

€) DSC means the contract which is constituted by the DSC Agreement, the DSC Terms and
Conditions and each of the CDSP Service Documents;

(b) Uniform Network Code or UNC means the uniform network code prepared pursuant to
Standard Special Condition A11(6) of the gas transporter's licence, as from time to time
modified, and as made contractually binding (as incorporated into an individual gas
transporter's individual network code) by the relevant framework agreement;

(c) DSC Terms and Conditions means the DSC Terms and Conditions as defined in
and for the time being in force pursuant to GT Section D;

(d) terms defined in or for the purposes of the DSC Terms and Conditions and not
otherwise defined in this Document have the meanings given to them in the DSC
Terms and Conditions;

(e) terms defined in any other CDSP Service Document and not otherwise defined in this
Document have the meanings given to them in that CDSP Service Document; and

()] the further provisions of the DSC Terms and Conditions as to interpretation apply.

1.2.2 Inthe case of any conflict between the provisions of this Document and any other part of the
DSC, the provisions of the DSC Terms and Conditions as to priority apply.

1.3 Amendment
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1.3.1 This Document may be amended in accordance with the applicable procedures contained in the
Change Management Procedures.
14 Interpretation - specific

1.4.1 In this Document:

(@)
(b)

(©)

(d)

(e)

()

(9)

(h)

0

(k)

()

references to the Committee are to the Contract Management Committee;

Costs means any cost, debt, expense, liability or other outgoing of the CDSP,
however arising or incurred, but not including amortisation or depreciation;

the CDSP Budget is a budget setting out the Costs which the CDSP expects to incur
in a CDSP Year and the other matters provided for in paragraph 4;

a Budget Amendment is an amendment of the CDSP Budget pursuant to paragraph
4.7 or 4.8;

Charge means any charge made by the CDSP to a Customer or Third Party for the
provision of a Service or otherwise for the recovery of any Costs;

the Charging Year is the CDSP Year for which Charges are to be determined;

for the purposes of calculating any Charge or Charges, a Charge Base is the
relevant amount in respect of Costs, adjusted by a margin (and where applicable
otherwise adjusted) as provided in paragraph 4.4.1;

a Charging Share in relation to a Customer in a Customer Class is a proportion
(aggregating one (1) for all Customers in that Customer Class) by reference to which a
particular Charge Base is to be apportioned between such Customers for the purposes of
calculating a Charge;

in relation to a Specific Service (including any Mandatory Specific Service):

0] the Charging Measure is the unit or other measure (as specified in the CDSP
Service Description) by reference to which the Service is ordered or (as the
case may be) use of the Service is measured; and

(i) the Charging Period is the period (as specified in the CDSP Service
Description) in respect of which Charges for the Service are to be invoiced;

references to a Customer Class include as separate Customer Classes (each a
Network Customer Class):

0] DN Operators;
(i) Independent Gas Transporters; and
(iii) DN Operators and Independent Gas Transporters collectively;

Annual Accounts means the audited annual accounts (pursuant to Section 475 of
the Companies Act 2006) of the CDSP for a CDSP Year;

Specific Service Change Charge Annex is an Annex to this Document setting out
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the methodology for calculating Change Charges in respect of the Service Change in
respect of a Specific Service (including any Mandatory Specific Service); and

(m) General Service Area means a Service Area in respect of General Services.

1.4.2 A reference in this Document or any other part of the DSC to the Costs or Charge Base of or in
respect of any activity of the CDSP (including the provision of any Service, and the Service Change
Procedures in connection with Service Changes) is to the Costs or Charge Base attributed and/or
allocated to that activity in accordance with the Cost Allocation Methodology.

1.5 Scope and purpose

1.5.1 This Document sets out
€) the basis on which:

0] the CDSP will establish the CDSP Budget for each CDSP Year;

(i) the CDSP Budget may be appealed pursuant to the CDSP Licence
Condition;

(iii) the CDSP’s Charges for that CDSP Year are to be determined on the basis of
the forecast Costs in the CDSP Budget;

(iv) the Annual Charging Statement is to be prepared to specify such Charges for the
CDSP Year; and

(v) such Charges are to be invoiced by the CDSP; and

(b) the functions of the CDSP and the Committee in connection with the foregoing
matters.

1.5.2 As provided in the Contract Management Arrangements, no decisions of the Committee are to
be taken by the vote of Committee Representatives of a particular Customer Group only.

1.5.3 The CDSP shall keep this Budget and Charging Methodology under review and (where
appropriate to ensure it complies with the requirements referred to in GT Section D1.2.2(a)(ii))
shall propose amendments to it under the Change Management Procedures.

2 Classification of Services, Costs and Charges

2.1 Services

2.1.1 As provided in the CDSP Service Description, the Services provided by the CDSP comprise:

(a) General Services;
(b) Specific Services (including Mandatory Specific Services);
(c) Additional Services;

(d) Third Party Services; and

(e) CSS Services.
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2.1.2

2.2

221

2.2.2

2.2.3

224

2.2.5

2.2.6

2.2.7

2.2.8

2.3

23.1

General Services and Specific Services (including Mandatory Specific Services) are
defined by Service Lines and grouped into Service Areas as provided in the CDSP Service
Description.

Costs

The Costs of the CDSP comprise Service Costs and Investment Costs.

Service Costs are all Costs other than Investment Costs.

Investment Costs are Change Costs and Infrastructure Costs.
Change Costs are Costs of the CDSP in respect of:

€) the Service Change Procedures set out in the Change Management Procedures,
subject to paragraph 2.2.5; and

(b) the operation of the DCC Contract Change Procedures.

The following Costs of the Service Change Procedures under the Change Management
Procedures in respect of any proposed Service Change are not Change Costs (and not
Investment Costs), and accordingly are Service Costs:

€) Costs incurred up to and including the point at which the Change Management
Committee approves or is deemed to approve an Evaluation Quotation Report sent by
the CDSP; and

(b) in the circumstances specified in the Change Management Procedures, Costs of
Business Evaluation in respect of a Modification Service Change where:

0) the relevant Code Modification was not approved; and
(i) such Business Evaluation was carried out before such non-approval
occurred.

Infrastructure Costs are Costs of the CDSP, other than Change Costs, in respect of the
renewal, replacement or upgrade of fixed assets employed by the CDSP in the provision of
Services (excluding fixed assets employed and financed by a contractor or supplier of the
CDSP).

For the avoidance of doubt, Costs of the CDSP in respect of the development of Additional
Services and Third Party Services are charged for as part of the Charge for those Services, and

are not included in Change Costs (or in the Change Budget).

For the purposes of this Document, any revenues or other amounts (such as payments from
contractors or suppliers) received by the CDSP, other than in respect of Charges, shall be
treated as negative Costs.

DCC Contract
In relation to the DCC Contract:
(a) DCC Costs comprise:

0] Costs (DCC Service Costs) in respect of the provision of CSS Services
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2.3.2

2.3.3

(including for the avoidance of doubt any liabilities incurred by the CDSP to any
person under or in connection with the DCC Contract);

(i) Costs (DCC Investment Costs) comprising:

(aa) costs (other than costs within paragraph (bb) relating to the design,
development, renewal, replacement and upgrade of fixed assets
employed by the CDSP in the provision of CSS Services; and

(bb) costs of the CDSP in the operation of change management
procedures under the DCC Contract including the design, development

and implementation of changes to CSS Services (DCC Contract
Change Procedures);

((aa) and (bb) together DCC Investment):
(b) DCC Charges comprise:

0] Charges (DCC Service Charges) payable by the DCC pursuant to the DCC
Contract in respect of the CSS Services; and

(ii) Charges (DCC Investment Charges) payable by the DCC pursuant to the DCC
Contract in respect of DCC Investment;

(©) DCC Shipper Charges comprise:

0] Charges (DCC Shipper Service Charges) to Shipper Users in respect of the net
costs or revenues of providing CSS Services; and

(i) Charges (DCC Shipper Investment Charges) to Shipper Users in respect of the
net costs or revenues of DCC Investment

in each case taking into account revenues received by the CDSP in respect of DCC Charges.

DCC Shipper Charges may be positive (in which case they are payable to the CDSP) or
negative (in which case they are payable by the CDSP).

In implementing the provisions of this Document the CDSP shall account separately for the
Costs, Charges and revenues associated with those of the CDSP's activities which are:

€) associated with the DCC Contract (DCC related); and

(b) not associated with the DCC Contract (non-DCC related).

2.4 Charges

2.4.1 The CDSP's Charges comprise:

(a) a Charge (Customer Charge) in respect of participation as a Customer under the
DSC;

(b) the following Charges in respect of Services:
0] charges (General Service Charges) made in respect of General Services;
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242

243

3.1

3.1.1

(i) charges (Specific Service Charges) made in respect of Specific Services
(including Mandatory Specific Services);

(iii) charges (Additional Service Charges) made in respect of Additional
Services; and

(iv) charges (Third Party Service Charges) made in respect of Third Party
Services;

(v) DCC Service Charges and DCC Shipper Service Charges;

(c) the following Charges in respect of Investment Costs:

() charges (Change Charges) made to recover non-DCC related Change
Costs; and
(ii) charges (Infrastructure Charges) made to recover non-DCC related

Infrastructure Costs;
(i) DCC Investment Charges and DCC Shipper Investment Charges.

Except for Third Party Service Charges and DCC Charges, all categories of Charge are
payable by and only by Customers.

The amount of the Customer Charge is £nil per annum.

Preliminary

Charge Base Apportionment Table

For the purposes of calculating General Service Charges, the Charge Base Apportionment
Table is the table below which sets out the proportions in which amounts in respect of

Service Costs in each Service Area (for General Services) are to be apportioned between
different Customer Classes:
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Customer Classes
Transporters
Distribution
No Service Areas . . BN DN Independent
Shipper | National Operators Operators Gas
Users | Gas Grid and Transporters
NTS Independent
Gas
Transporters
1 Manage Shipper 100% - - - -
Transfers
2 Monthly AQ Processes 100% - - - -
3 Manage updates to 90% - - 10% -
customer portfolio
4 Meter Read/Asset 33% - - 67% -
processing
5 Demand Estimation 50% - - 50% -
obligations
6 Customer Relationship 63% 9% 28% -25% -3%
Management
7 Customer - 50% - 50% -
Joiners/Leavers (UK Gas
Market)
8 Energy Balancing (Credit - 100% - - -
Risk Management)
9 Customer Reporting (all 34% 7% 59% 52%- 1%-
forms)
10 | Invoicing Customers - 12% - 88% -
11 | Management of 40% 5% 55% 49%- 7%-
Customer Issues
12 | Customer Contacts 50% 6% 44% 39%- 5%-
13 | Managing Change 51% 7% - 40% 2%
14 | Gemini Services - 100% - - -
15 | Value Added Services 80% - 20% -18% -2%
16 Cent_ral Switching . 100%
Services Consequential
Distribution Network
171 Wholly funded activities 100%
18 | Decarbonisation 100%
19 PAFA/PAC/AUGE 50% 44% 6%
Services
20 | cms 90% 10%

3.1.2 It is recognised that Service Changes are not expected of themselves to require amendment of
the Charge Base Apportionment Table, unless the Service Change adds or removes a
Service Area or adds a new Customer Class.
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3.2

Cost Allocation Model

3.2.1 The CDSP will establish and keep under review and may from time to time revise:

3.2.2

3.2.3

3.3

3.3.1

3.3.2

3.3.3

(a) a methodology (Cost Allocation Methodology) which allocates (by attributing or
otherwise allocating) Costs or a resulting Charge Base to activities of the CDSP; and

(b) in relation to General Services and Specific Services (including Mandatory
Specific Services), a model (Cost Allocation Model) which provides for the
allocation (on the basis of the Cost Allocation Methodology) of Service Costs:

0] in relation to General Services, to different Service Areas; and

(ii) in relation to Specific Services (including Mandatory
Specific Services), to different Service Lines; on the basis of the

input costs used to establish the CDSP Budget.

The CDSP shall make available to the Committee and each Customer details of the Cost
Allocation Methodology and the Cost Allocation Model and each revision thereof.

The Cost Allocation Methodology and Cost Allocation Model and their application are subject to
Contract Assurance Audit as provided in the Contract Management Arrangements.

Charging Shares

This paragraph 3.3 sets out the basis on which different Charging Shares are to be calculated f
or individual Customers within each Customer Class.

For each Customer which is a Shipper User and for each Month M, the Shipper Monthly
Charging Share is calculated as:

ASPwm/ Y ASPwm
where

ASPwis the aggregate number of the Supply Points for which the Shipper User is Registered
User as at the 1st Day of Month M; and

> is the sum over all Shipper Users.

For each Customer which is a DN Operator or an Independent Gas Transporter, and for each
Network Customer Class, and for each CDSP Year Y, the Relevant Transporter Annual
Charging Share is:

ASPy/ Y ASPy

ASPy is the aggregate number of Supply Points of each System or (as the case may be) IGT
System operated by such DNO Operator or Independent Gas Transporter, as at 1
December in the year before the CDSP Year; and

> is the sum over:

0] all DN Operators and Independent Gas Transporters; or

(i) all DN Operators; or
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(iii) all Independent Gas Transporters,





according to the Network Customer Class in

guestion. 3.3.4 In relation to a Customer Class:

€) the Monthly Charging Share for a Month is:

0] for Shipper Users, the Shipper Monthly Charging Share for the Month;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year in which the Month
falls; and

(iii) for National Grid NTS, one; and
(b) the Annual Charging Share for a CDSP Year is:

0] for Shipper Users, the arithmetic mean of the Shipper Monthly
Charging Share for all Months in that CDSP Year;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year; and

(iii) for National Grid NTS, 100%.

3.3.5 For the purposes of this paragraph 3.3:

€) a reference to a Supply Point in the context of an IGT System is to a CSEP Supply
Point as defined in TPD Section A4.6.1; and

(b) numbers of Supply Points shall be determined on the basis of the Supply Point
Register or in the context of an IGT System the CSEP Supply Point Register as
provided in TPD Section G1.22.2.

3.4 Prior year adjustments

3.4.1 For the purposes of this Document, in establishing the CDSP Budget for a CDSP Year (Y), in
relation to any amount (of Costs, Charge Base or revenue):

€) the Forecast Over/Under Amount for Year Y-1 is the difference between:
0] such amount for Year Y-1 as forecast in the CDSP Budget for Year Y-1; and
(i) such amount for Year Y-1 as forecast when preparing the CDSP Budget for
Year Y; and
(b) the Outturn Over/Under Amount for Year Y-2 is the difference between:
0] such amount as forecast when preparing the CDSP Budget for Year Y-1; and
(i) such amount in outturn for Year Y-2 as determined from the Annual Accounts
for Year Y-2.

3.5 Accounting principles
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4

4.1

41.1

41.2

4.1.3

41.4

4.2

42.1

The CDSP Budget and Annual Accounts for each CDSP Year shall be prepared on an accruals
basis in accordance with UK Generally Accepted Accounting Practice (UK GAAP).

CDSP Budget and Charge Bases
Overview
The CDSP Budget for the Charging Year is established for the purposes (among other things) of

determining the following Charge Bases in order to calculate Charges as provided in this
Document:

(a) Annual Service Charge Base;
(b) Charge Bases for Specific Services (including Mandatory Specific Services);
(c) Core Annual Service Charge Base;

(d) Annual DCC Service Charge Base;
(e) Annual Change Charge Base;

) Annual Infrastructure Charge Base; and

(9) Annual DCC Investment Charge Base.

The CDSP Budget will include:

€) amounts in respect of forecast Costs in accordance with paragraph 4.3; and

(b) adjustments to such amounts to determine Charge Bases in accordance with
paragraphs 4.4 and 4.5.

The document containing the CDSP Budget may contain information relating to CDSP Years after the
Charging Year but any such information has no effect for the purposes of the DSC and only the

information relating to the Charging Year shall be counted as the CDSP Budget.

For the avoidance of doubt, when the CDSP Budget for a CDSP Year has been finalised as provided
in paragraph 4.6.3(d):

€) a Customer may not challenge or dispute the CDSP Budget other than by an appeal
subject to and in accordance with paragraph 4.7; and

(b) the CDSP Budget may not be amended other than:

0] by a Budget Amendment subject to and in accordance with paragraph 4.7 or 4.8;
or
(i) by the CDSP to correct a minor mistake (not being a forecast error) with the

approval of the Committee by a Unanimous Vote.
Statement of planning principles

The CDSP will establish a Statement of Planning Principles for the Charging Year setting out the
basis on which the CDSP will establish the CDSP Budget.
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4.2.2

4.2.3

4.3

43.1

4.4

44.1

442

4.4.3

The Statement of Planning Principles will address matters such as the planning period,
planning assumptions, the strategic context, the scope of CDSP Services and the basis of
financial forecasts.

The Statement of Planning Principles will cover all activities of the CDSP (including provision
of Services including Additional Services, Third Party Services, CSS Services, Service
Change Procedures, infrastructure development including DCC Investment).

Forecast Costs

On the basis of the Statement of Planning Principles, the CDSP will establish the CDSP
Budget in respect of Costs for the Charging Year by assessing the forecast input costs of
performing the activities planned, in the following categories:

(a) Service Costs; and
(b) Investment Costs divided into:
0] Infrastructure Costs, divided between:

(aa) Costs relating to UK Link Gemini; and

(bb) Costs other than relating to UK Link Gemini (Balance-of-
Infrastructure); and

(i) Change Costs,

(and sub-divided between DCC related and non-DCC related activities and into further
categories to the extent required for the purposes of this Document).

Non-DCC related Costs -adjustment for margin

The CDSP will adjust the forecast Costs (in each category in paragraph 4.3.1 excluding DCC
Costs) by adding a margin, to determine the following Charge Bases:

€) Annual Service Charge Base; and
(b) Investment Charge Base divided into:
0] initial Infrastructure Charge Base, divided between UK Link Gemini and

Balance-of-Infrastructure; and
(ii) Change Charge Base,

(and each sub-divided into further Charge Bases to the extent required for the purposes of
this Document).

The margin (expressed as a percentage) will be the same for each category of Costs and will
be set at a level which ensures that the CDSP maintains an adequate level of working capital
during the Charging Year in respect of non-DCC related activities (taking account of such
working capital at the start of the year including that funded by margin in prior CDSP Years).

The CDSP Budget will set out how the level of margin has been determined in accordance
with paragraph 4.4.2.
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4.5 Non-DCC related Charge Bases - adjustments

4.5.1 The CDSP will adjust the Annual Service Charge Base for the Charging Year (Y):

(@)

(b)

(©)

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of Customer Charges, Specific Service Charges, Additional Service
Charges and Third Party Service Charges;

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of:

() the Annual Service Charge Base;

(i) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Under
Amount for CDSP Year Y-2 in respect of:

() the Annual Service Charge Base;

(ii) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges.

45.2 The Core Annual Service Charge Base is the Annual Service Charge Base adjusted as
provided in paragraph 4.5.1.

4.5.3 The CDSP will adjust the initial Infrastructure Charge Base, to determine the Infrastructure
Charge Base:

(@)

(b)

(€)

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Infrastructure Charge Base; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Infrastructure Charge Base,

applying such adjustment separately to the Infrastructure Charge Base (and in
respect of Infrastructure Costs for Y-1 and Y-2) for UK Link Gemini and for Balance-
of-Infrastructure.

4.6 DCC related Charge Bases

4.6.1 The CDSP will calculate the Annual DCC Service Charge Base for a Charging Year (Y):

(@)
(b)

by determining the aggregate DCC Service Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Service Charges;
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(©)
(d)

()

(f)

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Service Charge Base;

by adding or deducting (as appropriate) the Outturn Over/Under Amount for
CDSP Year Y-2 in respect of the Annual DCC Service Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Service Charges.

4.6.2 The CDSP will calculate the Annual DCC Investment Charge Base for a Charging Year (Y):

(@)
(b)

(€)
(d)

(e)

(f)

by determining the aggregate DCC Investment Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Investment Charges;

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Investment Charge Base;

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Annual DCC Investment Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Investment Charges.

4.6.3 The margin (in paragraphs 4.6.1(c) and 4.6.2(c) respectively will be set at a level which
ensures that the CDSP maintains an adequate level of working capital during the Charging
Year in respect of the relevant DCC related activities (taking account of such working capital at
the start of the year including that funded by margin in prior CDSP Years).

4.6.4 The CDSP Budget will set out how the levels of margin have been determined in accordance
with paragraph 4.6.3.

4.6.5 The CDSP may decide to divide a CDSP Year into a number of shorter periods (each a whole
number of Months) for the purposes of paragraph 4.6.2, in which case:

(@)

(b)

(©)

each such period shall be treated as a separate Charging Year for the purposes
of paragraphs 4.6.2 and 7.4;

the amounts (for the CDSP Year as a whole) in paragraphs 4.6.2(d), (e) and (f)
shall be allocated to each such separate period pro rata the number of Months in
each such period;

a separate Annual DCC Investment Charge Base shall be determined for each
such period.

4.7 Annual Process

4.7.1 The process for establishing the CDSP Budget for Charging Year Y is as set out below.
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4.7.2 The CDSP will:

@)

(b)
(©)

(d)

by 30 June in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft Statement of Planning Principles;

discuss the draft with the Committee;

take into account, as it considers appropriate, the views of the Committee in finalising
the Statement of Planning Principles; and

by 31 July in CDSP Year Y-1, send the final Statement of Planning Principles to the
Committee and each Customer.

4.7.3 The CDSP will:

@)

(b)
(©)

(d)

(e)

by 31 October in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft CDSP Budget;

discuss the draft with the Committee;

provide to the Committee and each Customer such further information as the
Committee may reasonably require in connection with its review of the draft CDSP
Budget;

take into account, as it considers appropriate, the views of the Committee in finalising
the CDSP Budget, and provide to the Committee a report that outlines the actions
taken in response to the views of the Committee; and

by the end of January in CDSP Year Y-1, send the final CDSP Budget to the
Committee and each Customer.

4.7.4 The CDSP may (after the step at paragraph 4.7.3(b)) provide a further draft or drafts of the
CDSP Budget to the Committee before finalising and sending the CDSP Budget under the
step at paragraph 4.7.3(e).

4.8 Budget appeal

4.8.1 A Customer may (subject to and in accordance with this paragraph 4.8) appeal the CDSP
Budget for the Charging Year on the grounds that the CDSP Budget is not fit for purpose for
the CDSP to fulfil the obligation to provide Services consistent with paragraph 7(b) of the
CDSP Licence Condition.

4.8.2 A Customer may not appeal the CDSP Budget unless:

@)

(b)

it had notified the CDSP and the Committee of its objection to the CDSP Budget
within 20 Business Days (or such longer period, not exceeding 30 Business Days, as
the Committee may allow) after the draft CDSP Budget was sent or most recently
sent to the Customer; or

the appeal relates to a change in the CDSP Budget as compared with the most
recent draft which was sent to the Customer; or
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(c) the final CDSP Budget was sent to the Customer (under paragraph 4.7.3(e)) less
than 20 Business Days after the most recent draft CDSP Budget was sent to the
Customer.

4.8.3 The Customer shall give notice of the appeal to the Authority, the CDSP and the Committee
Secretary.

4.8.4 The Customer may not give notice of appeal more than 20 Business Days after the final CDSP
Budget was sent to Customers under paragraph 4.7.3(e).

4.8.5 The notice of appeal shall set out:

(@) the basis on which the Customer considers the grounds for appeal (as provided in
paragraph 4.8.1) are met; and

(b) the amendment to the CDSP Budget, which the Customer considers necessary.

4.8.6 The Committee Secretary shall:

(a) verify with the CDSP that the conditions in paragraphs 4.8.2 and 4.8.5 are met (and, if they
are not, notify the Authority and the appealing Customer to that effect); and

(b) send a copy of the notice to each Transporter, the Committee and all Customers
within 2 Business Days after it is received.

4.8.7 Within 10 Business Days after the notice of appeal was received:

(a) the CDSP shall, after discussing the appeal with the Committee (for which purposes an
ad-hoc meeting of the Committee shall be convened), send to the Authority its opinion in
respect of the matter subject to appeal and such other information as it considers
appropriate (including any potential impact on performance of the DCC Contract), and
provide a copy of such opinion and information to the appealing Customer, the Committee
and each other Customer; and

(b) any other Customer may send to the Authority (with a copy to the CDSP and the
Committee) its opinion in respect of the matter subject to appeal.

4.8.8 The CDSP shall provide to the Authority such further information as the Authority may request in
connection with the appeal.

4.8.9 The Parties shall comply with any procedure or other requirement specified by the Authority for the
purposes of considering the appeal.

4.8.10 If more than one notice of appeal is received, the CDSP will invite the Authority to make a single
or composite decision and direction in respect of all such appeals.

4.8.11 Until and unless the appeal is decided by the Authority, the CDSP shall proceed with the
performance of the DSC (including the calculation and invoicing of Charges) on the basis of the
CDSP Budget as finalised and sent under paragraph 4.7.3(e); and Customers shall pay such
Charges so calculated and invoiced.

4.8.12 The appeal will be decided by the Authority's direction to the Transporters as provided in
paragraph 13 of the CDSP Licence Condition.
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4.8.13 When the appeal is decided:

@) the Transporters shall notify the Authority’s direction to the CDSP with a copy to the
Committee; and

(b) the CDSP shall send a copy of such direction to each Customer.

4.8.14 Where the Authority’s direction requires a change in the CSDP Budget:

€) the CDSP will, as soon as is reasonably practicable, amend the CDSP Budget to make
the required change(s) in accordance with the direction;

(b) to the extent necessary, the CDSP will revise its planned activities for the Charging Year so
as to allow for such change;

(©) the Committee has no power to make a decision which conflicts with implementation of the
Authority’s direction;

(d) the CDSP may seek the Committee's views on any revision of its planned activities as provided
in paragraph (b);

(e) the CDSP will send the Amended Budget to the Authority, the Committee and each
Customer; and

4] paragraph 4.10 shall apply.

4.8.15 If a question arises as to what is necessary to comply with the Authority's direction, the CDSP and the
Committee shall not decide such question without the approval of the Transporters.

4.9 Budget Amendment

4.9.1 This paragraph 4.9 applies if at any time following the finalisation of the CDSP Budget for the Charging
Year:

€)] it appears to the CDSP that:

0] it will, during the Charging Year, incur Costs which were not included in the CDSP
Budget;
(ii) as a result, it will or is likely at any time within the CDSP Year to be unable to pay its

Costs as they fall due for payment (financial deficit); and

(iii) it is not feasible to resolve the financial deficit by rescheduling activities so as to defer
or avoid the incidence of Costs without failing or risking failure to meet any of its
obligations or responsibilities under the DSC or any TPS Agreement; or

(b) it appears to the CDSP that:

() it will not incur Costs during the Charging Year which were included in the
CDSP Budget; and
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(ii) the amount of such Costs (in aggregate, and net of any increase in other
Costs) exceeds 15% of the total Costs in the CDSP Budget; or

C) It appears to the CDSP that:

i) itwill not incur Costs during the Charging Year which were included in
the CDSP Budget; and

i) the amount of such Costs (in aggregate, and net of any increase in
other Costs) does not exceed 15% of the total Costs in the CDSP
Budget; and

iiiy the CDSP believes there is a requirement to amend the CDSP Budget.

4.9.2 Where paragraph 4.9.1(a) applies:

(a) the CDSP shall promptly inform the Committee of the situation and discuss with
the Committee any measures (including any rescheduling of activities under the
Service Change Procedures or in respect of any infrastructure development)
which may avoid or mitigate the financial deficit without any material impact on
the provision by the CDSP of Services;

(b) unless the financial deficit can be avoided by measures approved by the
Committee under paragraph (a), the CDSP Budget shall be amended to include
such additional Costs, as follows;

(c) the CDSP shall prepare and send to each Customer and the Committee:

0] a draft of the amended CDSP Budget (and if appropriate an
amendment of the Statement of Planning Principles) which will
address the financial deficit; and

(i) a proposed timetable for review and finalisation of the Budget Amendment;

(d) steps equivalent to those in paragraph 4.7.3 shall apply in relation to the Budget
Amendment on the basis of such timetable (as it may be revised by
agreement between the CDSP and the Committee); and

(e) paragraph 4.10 shall apply.
4.9.3 Where either paragraph 4.9.1(b) or 4.9.1(c) applies:

€) the CDSP shall promptly inform the Committee of the situation, and discuss with
the Committee whether the relevant Costs are likely to be incurred in the following
CDSP Year, or there are activities of the CDSP planned for the following CDSP
Year which could be brought forward; and

(b) as part of such discussions the CDSP shall present any amendment it believes is
required to the CDSP Budget and Annual Charging Statement for the Committee’s
consideration and approval;

(c) following such discussions, and if (having regard to the inconvenience for
Customers of a revision of the Annual Charging Statement) the Committee gives
its approval, the CDSP Budget shall be amended to exclude such avoided Costs
(or such amount of them as the Committee requires).
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4.9.5

4.9.6

4.10

4.10.1

4.10.2

4.10.3

51

511

51.2

5.2

521

4.9.4 For the avoidance of doubt, the CDSP shall not amend the CDSP Budget without
first discussing the proposed amendment with the Committee and without the consent of
the Committee.

The CDSP on behalf of the Transporters shall notify the Authority of the Budget
Amendment and the consequent increase or decrease in Charges as provided in
paragraph 4.9 as soon as the Budget Amendment is made.

Unless the Authority directs the Transporters to the contrary, a Budget Amendment may
not be appealed under paragraph 4.8.

Revision of Annual Charging Statement
This paragraph 4.10 applies where the CDSP amends the CDSP Budget:

€)) following an appeal in accordance with paragraph 4.8; or

(b) in accordance with paragraph 4.9.

The CDSP shall prepare and send a revised Annual Charging Statement to the Committee
and each Customer at the same time that it sends the amended Budget to the Committee
and Customers pursuant to paragraph 4.8.14(e) or (as the case may be) paragraph
4.9.2(c).

The revised Annual Charging Statement:

@ shall be determined in accordance with the rules in this Document by reference to
the Amended Budget but so that the increase or decrease (pursuant to the
amendment of the CDSP Budget) in each Charge Base (or each affected Charge
Base) is recovered or rebated through Charges to Customers in the period from the
effective date (in accordance with paragraph (b)) of the revision until the end of the
Charging Year; and

(b) the revision of the Annual Charging Statement shall be effective from the next
Month for which Invoices have not already been sent (or, if later, the first Month
of the CDSP Year), and shall be used for the purposes of determining all

Charges to Customers in respect of that Month and subsequent Months in the
CDSP Year.

Calculation of General Service Charges
Allocation of Core Annual Service Charge Base

The CDSP will apply the Cost Allocation Model to allocate the Core Annual Service Charge
Base to each of the General Service Areas in the Charge Base Apportionment Table.

The amount of the Core Annual Service Charge Base allocated to each General Service
Area is the Annual Service Area Charge Base for the General Service Area.

Apportionment of Annual Service Area Charge Base
For each General Service Area, the Annual Service Area Charge Base is apportioned
between each Customer Class in the Area Customer Group on the basis of the

proportions set out in the Charge Base Apportionment Table.

Page 18





52.2

5.3

5.3.1

54

54.1

55

55.1

5.5.2

5.5.3

5.6

5.6.1

5.6.2

6

The amount of the Annual Service Area Charge Base for a General Service Area
apportioned to each Customer Class is the Annual Service Area Class Charge Base for
the Customer Class.

Aggregation of Annual Service Area Class Charge Base
For each Customer Class:

(a) the Annual Service Area Class Charge Base is aggregated over all General
Service Areas; and

(b) the aggregate amount is adjusted by adding or deducting (as appropriate):

0] the Class Change Forecast Over/Under Amount for CDSP Year Y-1
for that Customer Class; and

(i) the Class Change Outturn Over/Under Amount for CDSP Year Y-2
for that Customer Class,

(in accordance with paragraph 8.4) and the resulting amount is the Annual Customer
Class Service Charge Base.

Monthly Customer Class Charge Base

The Monthly Customer Class Service Charge Base for each Customer Class is 1/12 of
the Annual Customer Class Service Charge Base.

General Service Charges

For each Month in the Charging Year, the General Service Charge for each Shipper User
is calculated as the Monthly Shipper Charging Share (for that Month) of the Monthly
Customer Class Service Charge Base for Shipper Users.

For each Month in the Charging Year, the General Service Charge for each DN Operator
and Independent Gas Transporter is calculated as follows:

€) for each Network Customer Class, calculate the Relevant Transporter Annual
Charging Share (for that year) of the Monthly Customer Class Service Charge
Base; and

(b) aggregate the amounts in paragraph (a) over all Network Customer

Classes to determine the General Service Charge.

For each Month in the Charging Year, the General Service Charge for National Grid
NTS is equal to the Monthly Customer Class Service Charge Base.

DCC Shipper Service Charges
The Monthly DCC Service Charge Base is 1/12 of the Annual DCC Service Charge Base.
For each Month in the Charging Year the DCC Shipper Charge for each Shipper User is
calculated as the Shipper Monthly Charging Share (for that Month) of the Monthly

DCC Service Charge Base.

Calculation of Specific Service Charges and Additional Service Charges
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6.1

6.1.1

6.1.2

6.2

6.2.1

6.3

6.3.1

6.3.2

6.4

6.4.1

6.4.2

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1) to
Specific Services - Forecast Demand

In the CDSP Budget the CDSP will forecast the usage of or demand for each Service Line
for a Specific Service (including any Mandatory Specific Service) in the Charging Year.

Such usage or demand is expressed by reference to the Charging Measure and
where applicable the Charging Period for the Specific Service (including any
Mandatory Specific Service) as provided in the CDSP Service Description.

Cost forecast and Charge Base
For each Specific Service (including any Mandatory Specific Service) the CDSP will:

(@) forecast the Costs of the Specific Service (including any Mandatory Specific
Service) on the basis of the forecast usage or demand; and

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1)
to the forecast Costs.

Unit charge

For each Specific Service (including any Mandatory Specific Service) the unit Specific
Service Charge is calculated by dividing the
Charge Base by the amount (expressed by reference to the relevant Charging Measure
and where applicable the Charging Period) of the forecast demand or usage.

No adjustment is made in respect of the Specific Service Charges determined in
accordance with paragraph 6.3.1 by reference to outturn Costs of, or usage of or demand
for, the relevant Specific Service (including any Mandatory Specific Service).

Additional Service Charges
Before making an Additional Services Offer the CDSP shall:

€) estimate the Costs of providing the Additional Service in the CDSP Year in
which the Additional Service will start (to include any Costs of developing the
Additional Service);

(b) add the applicable margin (in accordance with paragraph 4.4.1) for that CDSP
Year to determine a Charge Base;

(c) determine an Additional Service Charge, or basis (and, where applicable,
measure of usage) for calculating an Additional Service Charge, and an
invoicing frequency, which will recover such Charge Base over the period in that
CDSP Year in which the Additional Service is provided; and

(d) decide whether the Charge should be subject to any adjustment to reflect
outturn Costs (or where applicable usage) as compared with what was
estimated in a CDSP Year.

For any CDSP Year after the first in which the Additional Service is provided, the CDSP will:

€) estimate the Costs and determine the Charge Base for the Additional Service; and
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(b) determine (on the basis referred to in paragraph 6.4.1(c) and (d)) the
Additional Service Charge for the CDSP Year,

but the CDSP may continue to apply the prior year’s Charge if it considers that (on the
above basis) there would be no significant change.

7 Infrastructure Charges and DCC Shipper Investment Charges
7.1 Introduction

7.1.1 Infrastructure Charges are payable by Customers in respect of the Costs incurred by
the CDSP in the Charging Year in renewing, replacing or upgrading fixed assets.

7.2 Non-DCC related investment - Annual Customer Class Infrastructure Charge Base

7.2.1 Subject to paragraph 7.2.3, for each Customer Class the Annual Customer
Class Infrastructure Charge Base for the Charging Year is calculated as:

AICBba * AACCSCB / Y AACCSCB
where
AICBbal is the Annual Infrastructure Charge Base for Balance-of-Infrastructure;

AACCSCB is the Adjusted ACCSCB calculated in accordance with paragraph 7.2.2;
and

> is the sum over all Customer Classes.

7.2.2 The Adjusted ACCSCB is the amount calculated for each Customer Class as the Annual
Customer Class Service Charge Base in accordance with paragraph 5.3.1 on the basis
that the aggregation over Service Areas excludes the following Service Areas relating to
UK Link Gemini and Managing Change:

€) Service Area 8 - Credit risk management (including cash collection) and
management of neutrality accounting processes;

(b) Service Area 13 — Managing Change; and
(© Service Area 14 - Gemini system services.

7.2.3 For National Grid NTS, the Annual Customer Class Infrastructure Charge Base is the sum
of:

(a) the amount determined in accordance with paragraph 7.2.1; and

(b) the whole of the Annual Infrastructure Charge Base for UK Link Gemini.

7.3 Non-DCC related investment - Monthly Infrastructure

Charges 7.3.1 For each Customer in any Customer Class:

€) subject to paragraph (b), the Monthly Infrastructure Charge for each Month in
the Charging Year is calculated as the Customer’'s Monthly Charging Share of
1/12 of the Annual Customer Class Infrastructure Charge Base for the relevant
Customer Class; and

Page 21





7.4

7.4.1

7.4.2

(b) for DN Operators and Independent Gas Transporters the Monthly
Infrastructure Charge is calculated by aggregating the amounts in paragraph
(a) over the Network Customer Classes.

DCC Shipper Investment Charges

The Monthly DCC Investment Charge Base for a Month in a Charging Year is 1/M of the
Annual DCC Investment Charge Base; where M is 12 or, where (in accordance with
paragraph 4.6.5) the Charging Year is a shorter period, the number of Months in such
period.

For each Month in the Charging Year the DCC Shipper Investment Charge for each
Shipper User is calculated as the Shipper Monthly Charging Share (for that Month) of the
Monthly DCC Investment Charge Base.

8 Change Charges

8.1

8.1.1

8.1.2

8.1.3

8.2

Introduction

Change Charges are payable by Customers in respect of Service Changes for which the
CDSP performs activities under the Service Change Procedures, excluding those activities
referred to in paragraph 2.2.5, in the Charging Year (Chargeable Change Activities) (and
for the avoidance of doubt such activities do not include the operation of the DCC Contract
Change Procedures).

This paragraph 8 sets out the basis on which:
€) for General Service Changes:

0] Change Charges for Customers will be calculated after the Charging
Year (paragraph 8.2);

(ii) Provisional Change Charges for Customers are calculated
before the Charging Year (paragraph 8.3); and

(iii) a reconciliation and adjustment in respect of Change Charges is
made after the Charging Year (paragraph 8.4); and

(b) for Specific Service (including any Mandatory Specific Service) Changes, specific
Change Charges will be determined.

The total Change Charge Base (Change Budget) in the CDSP Budget for a CDSP Year
shall be determined as the sum of:

€) the estimated Charge Base in respect of Chargeable Change Activities for all
General Service Changes taken into account in the CDSP Budget (as provided
in paragraph 8.3.2(a); and

(b) an additional amount sufficient to cover the likely Costs of any Changeable
Charge Activities (for General Service Changes) which are not foreseen in the
CDSP Budget.

Calculation of Change Charges for General Service Changes
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(ii) between each Customer Class, on the basis of the proportions set out in the

8.2.1 For each General Service Change for which the CDSP performs a Chargeable
Change Activity in the Charging Year:

(a) the Service Change is assigned to a Service Area by reference to the Service
Line or Service Lines to which the Service Change relates;

(b) if the Service Change relates to Service Lines in more than one Service Area,
the Service Change is assigned to each such Service Area in proportions
determined by the CDSP to reflect its assessment of the proportions in which
the Change Costs are allocable to each such Service Area;

(c) the Change Costs of Chargeable Change Activities are determined in
accordance with the Cost Allocation Methodology;

(d) the Charge Base is calculated by adding a margin (in accordance with
paragraph 4.4.1) to such Costs; and

(e) the Charge Base is apportioned:

0] where relevant, between Service Areas, in the proportions determined
under

paragraph (b); and
(i) between each Customer Class, on the basis of the proportions set out
in the Charge Base Apportionment Table for the relevant Service Area
or Areas.
8.2.2 For each Customer Class, the Annual Class Change Charge Base is calculated as:

>saYsc ACBsc
where
Y sA is the sum over Service Areas;
Ysc is the sum over General Service Changes for a Service Area; and

ACBsc is the amount of the Charge Base in respect of each General Service
Change apportioned to the Customer Class under paragraph 8.2.1(e).

8.2.3 The Change Charge payable by each Customer for General Service Changes for the
Charging Year is the Customer's Annual Charging Share of the Annual Class Change
Charge Base (aggregated for DN Operators and Independent Gas Transporters over all
Network Customer Classes).

8.3 Provisional Change Charges

8.3.1 For each Month of the Charging Year Customers will pay Charges (Provisional
Change Charges) calculated in accordance with this paragraph 8.3 in respect of
General Service Changes.

8.3.2 For each Customer Class, the Provisional Annual Class Change Charge Base shall
be determined, as follows:
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8.3.3

8.34

8.35

8.4

(@)

(b)

()

for each General Service Change which is taken into account in the CDSP
Budget, the CDSP will estimate the relevant Costs and (by adding a margin
in accordance with paragraph 4.4.1) determine the Charge Base;

the amount of the Charge Base for each such Service Change will be increased
by a percentage uplift as provided in paragraph 8.3.4; and

the CDSP will estimate the Annual Class Change Charge Base (as provided
in paragraph 8.2.2) on the basis of the uplifted amounts referred to in
paragraph (b), and such estimate is the Provisional Annual Class Change
Charge Base.

For each Customer the Provisional Change Charge for a Month is its Monthly Charging
Share of 1/12 of the Provisional Annual Class Change Charge Base (aggregated for DN
Operators and Independent Gas Transporters over all Network Customer Classes).

The percentage uplift in paragraph 8.3.2(b) will be set so as to allow the CDSP to recover,
by Provisional Change Charges, the whole of the Change Budget.

No adjustment shall be made within the Charging Year in respect of the Provisional
Class Annual Change Charge Base for any Customer Class.

Adjustment in respect of provisional charges

8.4.1 In relation to a CDSP Year Y, the CDSP will, when preparing the CDSP Budget for Year Y:

8.4.2

8.5

(@)

(b)

determine the Forecast Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-1; and

on the basis of what is determined under paragraph (a), determine for each
Customer Class the Forecast Over/Under Amount in respect of the Annual
Class Change Charge Base for Year Y-1,

and the amount determined under paragraph (b) for each Customer Class is the Class
Change Forecast Over/Under Amount for Year Y-1 (and is applied as set out in
paragraph 5.3.1(b)(i)); and

(©)

(d)

determine the Outturn Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-2; and

on the basis of what is determined under paragraph (c), determine for each
Customer Class the Outturn Over/Under Amount in respect of the Annual Class
Change Charge Base for Year Y-2,

and the amount determined under paragraph (d) for each Customer Class is the Class
Change Outturn Over/Under Amount for Year Y-2 (and is applied as set out in
paragraph 5.3.1(b)(ii)).

For avoidance of doubt, paragraph 8.4.1 shall apply in respect of all General Service
Changes including any which were not foreseen in the CDSP Budget for Year Y-1 or Y-

2.

Change Charges for Specific Service Changes
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8.5.1 Where a Service Change is made to add or vary a Specific Service (including any
Mandatory Specific Service), as part of the Service Change Procedures the
methodology for calculating Change Charges in respect of the Change Costs of
Chargeable Change Activities will be established in accordance with the Change
Management Procedures.

8.5.2 Such methodology shall provide for:

(a) the basis on which, in each CDSP Year, Change Charges are to be calculated
by reference to the Charge Base (on the basis of Costs accruing in the CDSP
Year) for the Specific Service (including Mandatory Specific Service) Change;

(b) the Customer(s) or Customer Class(es) who are to pay such Change Charges;

(c) the CDSP to forecast such Change Costs and determine a Charge Base
when preparing the CDSP Budget; and

(d) an adjustment in respect of such Change Charges after the CDSP Year to
reconcile Forecast Over/Under Amounts and Outturn Over/Under Amounts.

8.5.3 The CDSP shall amend the Specific Service Change Charge Annex to include each
such methodology when it is established.

8.5.4 The CDSP shall calculate Change Charges for each Specific Service (including
Mandatory Specific Service) Change in accordance with such methodology.

9 Annual Charging Statement
9.1 General

9.1.1 The Annual Charging Statement for the Charging Year sets out the Charge Bases and
other details determined by applying the rules in this Document to the CDSP Budget, as
set out in paragraphs 9.2, 9.3, 9.4 and 9.5.

9.1.2 The Annual Charging Statement shall contain supporting information sufficient to explain
how the Charge Bases and Charges set out in the statement have been calculated (on the
basis of the rules in this Document) by reference to the CDSP Budget for the Charging
Year and (where applicable) the CDSP Budget or Annual Accounts for any prior CDSP
Year.

9.1.3 The CDSP shall, by 31 January in Year Y-1, prepare and send the Annual
Charging Statement to the Committee and each Customer.

9.1.4 The CDSP shall keep the Annual Charging Statement under review, but it is
acknowledged that:

€) the Annual Charging Statement sets out the result of the application of the rules in
this Document to the CDSP Budget;

(b) accordingly, in the absence of:
0) an error in the application of such rules; or
(i) a Budget Amendment; or
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9.15

9.1.6

9.2

9.21

9.2.2

9.3

9.31

9.4

(iii) an amendment of this Document taking effect within the Charging
Year; no review or amendment of the Annual Charging Statement is likely to be
required; and

(c) if this Document complies with the requirements referred to in GT Section
D1.2.2(a)(ii)) it can be assumed that the Annual Charging Statement
complies with those requirements.

If any Party considers there is an error in the Annual Charging Statement such Party shall
notify the Committee and the CDSP; and the CDSP shall discuss the matter with the
Committee and (where necessary to ensure the statement complies with this Document)
shall correct and reissue the Annual Charging Statement.

For the avoidance of doubt, the CDSP shall not amend the Annual Charging Statement
without first discussing the proposed amendment with the Committee and without the
consent of the Committee.

Service Charges

In respect of General Service Charges, the Annual Charging Statement will set out:

@ for each Service Area:

0] the Annual Service Area Charge Base; and

(ii) for each Customer Class, the Annual Service Area Class Charge Base; and
(b) for each Customer Class, the Annual Customer Class Service Charge Base.

In respect of Specific Service Charges, the Annual Charging Statement will set out, for each
Service Line:

€) the Charge Base for each Service Line; and

(b) the unit Service Charge based on the applicable Charging Measure.
Infrastructure Charges

In respect of Infrastructure Charges, the Annual Charging Statement will set out:

(a) the Annual Infrastructure Charge Base (separately for UK Link Gemini and
Balance-of-Infrastructure); and

(b) for each Customer Class, the Annual Customer Class Infrastructure Charge Base.

Change Charges

9.4.1 In respect of Change Charges for General Service Charges, the Annual Charging Statement

will set out the Provisional Annual Class Change Charge Base for each Customer Class.
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9.4.2 In respect of Change Charges for Specific Service (including Mandatory Specific Service)
Changes, the Annual Charging Statement will set out, for each Specific Service (including
Mandatory Specific Service) Change:

(@)
(b)

the Charge Base; and

such other charging information as is provided for in the methodology in the
Specific Service Change Charge Annex.

9.5 DCC Charges

9.5.1 In respect of DCC Charges, the Annual Charging Statement will set out:

(@)
(b)

the Annual DCC Service Charge Base; and

the Annual DCC Investment Charge Base.

10 Payment and Invoices

10.1 Obligation to pay

10.1.1 Each Customer shall pay to the CDSP:

(@)
(b)
(©)
(d)
(e)
(f)

the Customer Charge;

the General Service Charge in respect of each Month;

Specific Service Charges in respect of each Month or other Charging Period;
the Monthly Infrastructure Charge in respect of each Month;

the Provisional Change Charge in respect of each Month;

the Change Charge for each Specific Service Charge in respect of each Month or
other period for which such Charge is calculated;





10.1.2

10.2

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

(9) in the case of Shipper Users only:
0] the DCC Shipper Service Charge in respect of each Month;
(ii) the DCC Shipper Investment Charge in respect of each Month;

(h) any other charge determined in accordance with Budget and Charging Methodology
and provided for in the Annual Charging Statement,

each calculated by reference to the Annual Charging Statement in accordance with the
provisions of this Document;

0] Additional Service Charges, calculated in accordance with the Additional Service
Offer for each Additional Service provided to the Customer, in respect of each Month
or other period for which such Charge is calculated; and

0] any other amount payable by the Customer pursuant to any provision of the DSC.

Amounts in respect of Charges stated in this Document or stated in or derived from the
Annual Charging Statement are exclusive of applicable value added tax (VAT), and
each Customer shall pay applicable VAT in addition to such amounts.

Invoices - general
The CDSP shall prepare and send an invoice (Invoice):

(@) to each Customer in respect of each Month setting out the amounts payable by that
Customer in respect of Charges (other than DCC Shipper Charges) for that Month or
(as applicable) for Charging Periods or other periods for which Charges are payable
in that Month;

(b) to each Shipper User in respect of each Month setting out the amounts payable by
that Shipper User in respect of DCC Shipper Charges for that Month.

The CDSP will send each Invoice for a Month (M) to the Customer by no later than the last
day of Month M (but no delay in sending an Invoice shall affect the Customer’s obligation to

make payment, based on the actual date of the Invoice).

By agreement with a Customer, the CDSP may:

€)) send different Invoices in respect of different Charges;

(b) include, in an Invoice sent in Month M, Charges for any Month or Months following
Month M; and

(©) agree a discount in respect of such Charges, for such accelerated invoicing and

payment, not exceeding the time value of such accelerated payment based on a
reasonable assumption as to the CDSP’s cost of borrowing, and to be forfeit if the
Customer is late in making payment.

Invoices shall be sent by Conventional Notice.

The CDSP shall determine the format of Invoices but shall consult the Committee before
making any material change in the format of Invoices.

Page 27





10.3

Invoice - content

10.3.1 Each Invoice shall set out (subject to paragraph 10.2.3(a)):

10.3.2

€)] the name of the Customer;

(b) the Month or (pursuant to paragraph 10.2.3(b)) Months to which the Invoice relates,
and (for Specific Services (including Mandatory Specific Services) and Additional
Charges) any other Charging Periods or other period to which the Invoice relates;

(©) except as provided under paragraph (d), the amount payable by the Customer in
respect of:

() the Customer Charge;

(i) the Monthly Service Charge;

(iii) Specific Service Charges;

(iv) the Monthly Infrastructure Charge;

(V) the Provisional Change Charge;

(vi) the Change Charge for each Specific Service Charge;
(vii) Additional Service Charges; and

(viii) any other charge or amount payable by the Customer as provided in
paragraph 10.1.1(g) or (i);

(d) in the case of an Invoice for DCC Shipper Charges, the amount payable by the
Shipper User in respect of:

0] DCC Shipper Service Charges;
(ii) DCC Shipper Investment Charges;
(e) VAT in respect of such amounts;
) such further details as are required by Law relating to VAT; and

(9) the date by which (in accordance with Clause 5.2 of the DSC Terms and Conditions)
payment is due.

Each Invoice shall set out or shall be accompanied by a statement setting out:

(@) the Customer’s Monthly Charging Share;

(b) where applicable, the Customer’s Annual Charging Share;

(c) the amount (by Charging Measure and Charging Period where applicable) of
each Specific Service (including any Mandatory Specific Service) provided to the
Customer;
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(d)

()

the basis on which the Customer’s Charges have been calculated from the
Charge Bases set out in the Annual Charging Statement and the details in
paragraphs (a) and (c) above; and

such information as may be required to show the basis of calculating a Change

Charge for a Specific Service Change in accordance with the applicable methodology
in the Specific Service Change Charge Annex.
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1 General

11 Introduction

1.1.1 This document (Document) is the Budget and Charging Methodology referred to in GT Section
D3.1.4(a)(ii) and Clause 3.3(a) of the DSC Terms and Conditions and is a CDSP Service
Document.

1.1.2 This Document is an integral part of and is incorporated in the DSC.

1.1.3 The version of this Document which is in force, and the date from which it is in force, is as stated
above.

1.2 Interpretation —general
1.2.1  In this Document:

€) DSC means the contract which is constituted by the DSC Agreement, the DSC Terms and
Conditions and each of the CDSP Service Documents;

(b) Uniform Network Code or UNC means the uniform network code prepared pursuant to
Standard Special Condition A11(6) of the gas transporter's licence, as from time to time
modified, and as made contractually binding (as incorporated into an individual gas
transporter's individual network code) by the relevant framework agreement;

(c) DSC Terms and Conditions means the DSC Terms and Conditions as defined in
and for the time being in force pursuant to GT Section D;

(d) terms defined in or for the purposes of the DSC Terms and Conditions and not
otherwise defined in this Document have the meanings given to them in the DSC
Terms and Conditions;

(e) terms defined in any other CDSP Service Document and not otherwise defined in this
Document have the meanings given to them in that CDSP Service Document; and

()] the further provisions of the DSC Terms and Conditions as to interpretation apply.

1.2.2 Inthe case of any conflict between the provisions of this Document and any other part of the
DSC, the provisions of the DSC Terms and Conditions as to priority apply.

1.3 Amendment
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1.3.1 This Document may be amended in accordance with the applicable procedures contained in the
Change Management Procedures.
14 Interpretation - specific

1.4.1 In this Document:

(@)
(b)

(©)

(d)

(e)

()

(9)

(h)

0

(k)

()

references to the Committee are to the Contract Management Committee;

Costs means any cost, debt, expense, liability or other outgoing of the CDSP,
however arising or incurred, but not including amortisation or depreciation;

the CDSP Budget is a budget setting out the Costs which the CDSP expects to incur
in a CDSP Year and the other matters provided for in paragraph 4;

a Budget Amendment is an amendment of the CDSP Budget pursuant to paragraph
4.7 or 4.8;

Charge means any charge made by the CDSP to a Customer or Third Party for the
provision of a Service or otherwise for the recovery of any Costs;

the Charging Year is the CDSP Year for which Charges are to be determined;

for the purposes of calculating any Charge or Charges, a Charge Base is the
relevant amount in respect of Costs, adjusted by a margin (and where applicable
otherwise adjusted) as provided in paragraph 4.4.1;

a Charging Share in relation to a Customer in a Customer Class is a proportion
(aggregating one (1) for all Customers in that Customer Class) by reference to which a
particular Charge Base is to be apportioned between such Customers for the purposes of
calculating a Charge;

in relation to a Specific Service (including any Mandatory Specific Service):

0] the Charging Measure is the unit or other measure (as specified in the CDSP
Service Description) by reference to which the Service is ordered or (as the
case may be) use of the Service is measured; and

(i) the Charging Period is the period (as specified in the CDSP Service
Description) in respect of which Charges for the Service are to be invoiced;

references to a Customer Class include as separate Customer Classes (each a
Network Customer Class):

0] DN Operators;
(i) Independent Gas Transporters; and
(iii) DN Operators and Independent Gas Transporters collectively;

Annual Accounts means the audited annual accounts (pursuant to Section 475 of
the Companies Act 2006) of the CDSP for a CDSP Year;

Specific Service Change Charge Annex is an Annex to this Document setting out
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the methodology for calculating Change Charges in respect of the Service Change in
respect of a Specific Service (including any Mandatory Specific Service); and

(m) General Service Area means a Service Area in respect of General Services.

1.4.2 A reference in this Document or any other part of the DSC to the Costs or Charge Base of or in
respect of any activity of the CDSP (including the provision of any Service, and the Service Change
Procedures in connection with Service Changes) is to the Costs or Charge Base attributed and/or
allocated to that activity in accordance with the Cost Allocation Methodology.

1.5 Scope and purpose

1.5.1 This Document sets out
€) the basis on which:

0] the CDSP will establish the CDSP Budget for each CDSP Year;

(i) the CDSP Budget may be appealed pursuant to the CDSP Licence
Condition;

(iii) the CDSP’s Charges for that CDSP Year are to be determined on the basis of
the forecast Costs in the CDSP Budget;

(iv) the Annual Charging Statement is to be prepared to specify such Charges for the
CDSP Year; and

(v) such Charges are to be invoiced by the CDSP; and

(b) the functions of the CDSP and the Committee in connection with the foregoing
matters.

1.5.2 As provided in the Contract Management Arrangements, no decisions of the Committee are to
be taken by the vote of Committee Representatives of a particular Customer Group only.

1.5.3 The CDSP shall keep this Budget and Charging Methodology under review and (where
appropriate to ensure it complies with the requirements referred to in GT Section D1.2.2(a)(ii))
shall propose amendments to it under the Change Management Procedures.

2 Classification of Services, Costs and Charges

2.1 Services

2.1.1 As provided in the CDSP Service Description, the Services provided by the CDSP comprise:

(a) General Services;
(b) Specific Services (including Mandatory Specific Services);
(c) Additional Services;

(d) Third Party Services; and

(e) CSS Services.
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2.1.2

2.2

221

2.2.2

2.2.3

224

2.2.5

2.2.6

2.2.7

2.2.8

2.3

23.1

General Services and Specific Services (including Mandatory Specific Services) are
defined by Service Lines and grouped into Service Areas as provided in the CDSP Service
Description.

Costs

The Costs of the CDSP comprise Service Costs and Investment Costs.

Service Costs are all Costs other than Investment Costs.

Investment Costs are Change Costs and Infrastructure Costs.
Change Costs are Costs of the CDSP in respect of:

€) the Service Change Procedures set out in the Change Management Procedures,
subject to paragraph 2.2.5; and

(b) the operation of the DCC Contract Change Procedures.

The following Costs of the Service Change Procedures under the Change Management
Procedures in respect of any proposed Service Change are not Change Costs (and not
Investment Costs), and accordingly are Service Costs:

€) Costs incurred up to and including the point at which the Change Management
Committee approves or is deemed to approve an Evaluation Quotation Report sent by
the CDSP; and

(b) in the circumstances specified in the Change Management Procedures, Costs of
Business Evaluation in respect of a Modification Service Change where:

0) the relevant Code Modification was not approved; and
(i) such Business Evaluation was carried out before such non-approval
occurred.

Infrastructure Costs are Costs of the CDSP, other than Change Costs, in respect of the
renewal, replacement or upgrade of fixed assets employed by the CDSP in the provision of
Services (excluding fixed assets employed and financed by a contractor or supplier of the
CDSP).

For the avoidance of doubt, Costs of the CDSP in respect of the development of Additional
Services and Third Party Services are charged for as part of the Charge for those Services, and

are not included in Change Costs (or in the Change Budget).

For the purposes of this Document, any revenues or other amounts (such as payments from
contractors or suppliers) received by the CDSP, other than in respect of Charges, shall be
treated as negative Costs.

DCC Contract
In relation to the DCC Contract:
(a) DCC Costs comprise:

0] Costs (DCC Service Costs) in respect of the provision of CSS Services
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2.3.2

2.3.3

(including for the avoidance of doubt any liabilities incurred by the CDSP to any
person under or in connection with the DCC Contract);

(i) Costs (DCC Investment Costs) comprising:

(aa) costs (other than costs within paragraph (bb) relating to the design,
development, renewal, replacement and upgrade of fixed assets
employed by the CDSP in the provision of CSS Services; and

(bb) costs of the CDSP in the operation of change management
procedures under the DCC Contract including the design, development

and implementation of changes to CSS Services (DCC Contract
Change Procedures);

((aa) and (bb) together DCC Investment):
(b) DCC Charges comprise:

0] Charges (DCC Service Charges) payable by the DCC pursuant to the DCC
Contract in respect of the CSS Services; and

(ii) Charges (DCC Investment Charges) payable by the DCC pursuant to the DCC
Contract in respect of DCC Investment;

(©) DCC Shipper Charges comprise:

0] Charges (DCC Shipper Service Charges) to Shipper Users in respect of the net
costs or revenues of providing CSS Services; and

(i) Charges (DCC Shipper Investment Charges) to Shipper Users in respect of the
net costs or revenues of DCC Investment

in each case taking into account revenues received by the CDSP in respect of DCC Charges.

DCC Shipper Charges may be positive (in which case they are payable to the CDSP) or
negative (in which case they are payable by the CDSP).

In implementing the provisions of this Document the CDSP shall account separately for the
Costs, Charges and revenues associated with those of the CDSP's activities which are:

€) associated with the DCC Contract (DCC related); and

(b) not associated with the DCC Contract (non-DCC related).

2.4 Charges

2.4.1 The CDSP's Charges comprise:

(a) a Charge (Customer Charge) in respect of participation as a Customer under the
DSC;

(b) the following Charges in respect of Services:
0] charges (General Service Charges) made in respect of General Services;
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242

243

3.1

3.1.1

(i) charges (Specific Service Charges) made in respect of Specific Services
(including Mandatory Specific Services);

(iii) charges (Additional Service Charges) made in respect of Additional
Services; and

(iv) charges (Third Party Service Charges) made in respect of Third Party
Services;

(v) DCC Service Charges and DCC Shipper Service Charges;

(c) the following Charges in respect of Investment Costs:

() charges (Change Charges) made to recover non-DCC related Change
Costs; and
(ii) charges (Infrastructure Charges) made to recover non-DCC related

Infrastructure Costs;
(i) DCC Investment Charges and DCC Shipper Investment Charges.

Except for Third Party Service Charges and DCC Charges, all categories of Charge are
payable by and only by Customers.

The amount of the Customer Charge is £nil per annum.

Preliminary

Charge Base Apportionment Table

For the purposes of calculating General Service Charges, the Charge Base Apportionment
Table is the table below which sets out the proportions in which amounts in respect of

Service Costs in each Service Area (for General Services) are to be apportioned between
different Customer Classes:
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Customer Classes

Transporters
Distribution
No Service Areas . DN Independent
Shipper . Operators Gas
National
Users Transporters
Gas
1 | Manage Shipper Switching | 100%
2 | Monthly AQ Processes 100% - - - -
3 | Manage updates to 90% - - 10% -
customer portfolio
4 | Meter Read/Asset 33% - - 67% -
processing
5 | Asset Processing 33% 67%
6 | Demand Estimation 50% - - 50% -
obligations — Analytical
Models
7 | Demand Estimation — 50% 50%
Seasonal Normal Review
8 | Lifecycle Maintenance 50% 50%
9 | Management of Additional 63% 9% 25% 3%
Services
10 | Energy Balancing 100%
11 | Capacity Management and 50% 50%
Trading
12 | Customer Automated 34% 7% 52% 7%
Visualisations and Manual
Reporting
13 | Invoicing Customers 12% 88%
14 | Customer Contacts 50% 6% 39% 5%
15 | Distribution Network Fully 100%
Funded
16 | Decarbonisation 100%
17 | PAFA/PAC/AUGE Services| 50% 44% 6%
18 | Reactive Service 100%
Management, Incident
19 | Proactive Management of 51% 7% 40% 2%
Technology, Licensing,
Applications and Infra
support
20 | IT Change Management 51% 7% 40% 2%
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21 | Information Security 48% 15% 37% 1%
Services

22 | Digital Services 80% 18% 2%

23 | CMS 90% 10%

24 | Central Switching Services | 100%
Consequential

25 | Contract Assurance 40% 5% 49% 7%

26 | General Industry/CDSP 63% 9% 25% 3%
User Engagement

3.1.2 It is recognised that Service Changes are not expected of themselves to require amendment of
the Charge Base Apportionment Table, unless the Service Change adds or removes a
Service Area or adds a new Customer Class.

3.2

Cost Allocation Model

3.2.1 The CDSP will establish and keep under review and may from time to time revise:

3.2.2

3.2.3

3.3

331

3.3.2

(a)

(b)

a methodology (Cost Allocation Methodology) which allocates (by attributing or
otherwise allocating) Costs or a resulting Charge Base to activities of the CDSP; and

in relation to General Services and Specific Services (including Mandatory
Specific Services), a model (Cost Allocation Model) which provides for the

allocation (on the basis of the Cost Allocation Methodology) of Service Costs:

® in relation to General Services, to different Service Areas; and

(i) in relation to Specific Services (including Mandatory
Specific Services), to different Service Lines; on the basis of the

input costs used to establish the CDSP Budget.

The CDSP shall make available to the Committee and each Customer details of the Cost
Allocation Methodology and the Cost Allocation Model and each revision thereof.

The Cost Allocation Methodology and Cost Allocation Model and their application are subject to
Contract Assurance Audit as provided in the Contract Management Arrangements.

Charging Shares

This paragraph 3.3 sets out the basis on which different Charging Shares are to be calculated f
or individual Customers within each Customer Class.

For each Customer which is a Shipper User and for each Month M, the Shipper Monthly
Charging Share is calculated as:

where

ASPwm/ Y ASPwm
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ASPwis the aggregate number of the Supply Points for which the Shipper User is Registered
User as at the 1st Day of Month M; and

> is the sum over all Shipper Users.

3.3.3 For each Customer which is a DN Operator or an Independent Gas Transporter, and for each
Network Customer Class, and for each CDSP Year Y, the Relevant Transporter Annual
Charging Share is:

ASPv/ Y ASPy

ASPy is the aggregate number of Supply Points of each System or (as the case may be) IGT
System operated by such DNO Operator or Independent Gas Transporter, as at 1
December in the year before the CDSP Year; and

> is the sum over:
® all DN Operators and Independent Gas Transporters; or

(ii) all DN Operators; or

(i) all Independent Gas Transporters,





according to the Network Customer Class in

guestion. 3.3.4 In relation to a Customer Class:

€) the Monthly Charging Share for a Month is:

0] for Shipper Users, the Shipper Monthly Charging Share for the Month;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year in which the Month
falls; and

(iii) for National Grid NTS, one; and
(b) the Annual Charging Share for a CDSP Year is:

0] for Shipper Users, the arithmetic mean of the Shipper Monthly
Charging Share for all Months in that CDSP Year;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year; and

(iii) for National Grid NTS, 100%.

3.3.5 For the purposes of this paragraph 3.3:

€) a reference to a Supply Point in the context of an IGT System is to a CSEP Supply
Point as defined in TPD Section A4.6.1; and

(b) numbers of Supply Points shall be determined on the basis of the Supply Point
Register or in the context of an IGT System the CSEP Supply Point Register as
provided in TPD Section G1.22.2.

3.4 Prior year adjustments

3.4.1 For the purposes of this Document, in establishing the CDSP Budget for a CDSP Year (Y), in
relation to any amount (of Costs, Charge Base or revenue):

€) the Forecast Over/Under Amount for Year Y-1 is the difference between:
0] such amount for Year Y-1 as forecast in the CDSP Budget for Year Y-1; and
(i) such amount for Year Y-1 as forecast when preparing the CDSP Budget for
Year Y; and
(b) the Outturn Over/Under Amount for Year Y-2 is the difference between:
0] such amount as forecast when preparing the CDSP Budget for Year Y-1; and
(i) such amount in outturn for Year Y-2 as determined from the Annual Accounts
for Year Y-2.

3.5 Accounting principles
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4.1

41.1

41.2

4.1.3

41.4

4.2

42.1

The CDSP Budget and Annual Accounts for each CDSP Year shall be prepared on an accruals
basis in accordance with UK Generally Accepted Accounting Practice (UK GAAP).

CDSP Budget and Charge Bases
Overview
The CDSP Budget for the Charging Year is established for the purposes (among other things) of

determining the following Charge Bases in order to calculate Charges as provided in this
Document:

(a) Annual Service Charge Base;
(b) Charge Bases for Specific Services (including Mandatory Specific Services);
(c) Core Annual Service Charge Base;

(d) Annual DCC Service Charge Base;
(e) Annual Change Charge Base;

) Annual Infrastructure Charge Base; and

(9) Annual DCC Investment Charge Base.

The CDSP Budget will include:

€) amounts in respect of forecast Costs in accordance with paragraph 4.3; and

(b) adjustments to such amounts to determine Charge Bases in accordance with
paragraphs 4.4 and 4.5.

The document containing the CDSP Budget may contain information relating to CDSP Years after the
Charging Year but any such information has no effect for the purposes of the DSC and only the

information relating to the Charging Year shall be counted as the CDSP Budget.

For the avoidance of doubt, when the CDSP Budget for a CDSP Year has been finalised as provided
in paragraph 4.6.3(d):

€) a Customer may not challenge or dispute the CDSP Budget other than by an appeal
subject to and in accordance with paragraph 4.7; and

(b) the CDSP Budget may not be amended other than:

0] by a Budget Amendment subject to and in accordance with paragraph 4.7 or 4.8;
or
(i) by the CDSP to correct a minor mistake (not being a forecast error) with the

approval of the Committee by a Unanimous Vote.
Statement of planning principles

The CDSP will establish a Statement of Planning Principles for the Charging Year setting out the
basis on which the CDSP will establish the CDSP Budget.
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4.2.2

4.2.3

4.3

43.1

4.4

44.1

442

4.4.3

The Statement of Planning Principles will address matters such as the planning period,
planning assumptions, the strategic context, the scope of CDSP Services and the basis of
financial forecasts.

The Statement of Planning Principles will cover all activities of the CDSP (including provision
of Services including Additional Services, Third Party Services, CSS Services, Service
Change Procedures, infrastructure development including DCC Investment).

Forecast Costs

On the basis of the Statement of Planning Principles, the CDSP will establish the CDSP
Budget in respect of Costs for the Charging Year by assessing the forecast input costs of
performing the activities planned, in the following categories:

(a) Service Costs; and
(b) Investment Costs divided into:
0] Infrastructure Costs, divided between:

(aa) Costs relating to UK Link Gemini; and

(bb) Costs other than relating to UK Link Gemini (Balance-of-
Infrastructure); and

(i) Change Costs,

(and sub-divided between DCC related and non-DCC related activities and into further
categories to the extent required for the purposes of this Document).

Non-DCC related Costs -adjustment for margin

The CDSP will adjust the forecast Costs (in each category in paragraph 4.3.1 excluding DCC
Costs) by adding a margin, to determine the following Charge Bases:

€) Annual Service Charge Base; and
(b) Investment Charge Base divided into:
0] initial Infrastructure Charge Base, divided between UK Link Gemini and

Balance-of-Infrastructure; and
(ii) Change Charge Base,

(and each sub-divided into further Charge Bases to the extent required for the purposes of
this Document).

The margin (expressed as a percentage) will be the same for each category of Costs and will
be set at a level which ensures that the CDSP maintains an adequate level of working capital
during the Charging Year in respect of non-DCC related activities (taking account of such
working capital at the start of the year including that funded by margin in prior CDSP Years).

The CDSP Budget will set out how the level of margin has been determined in accordance
with paragraph 4.4.2.
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4.5 Non-DCC related Charge Bases - adjustments

45.1 The CDSP will adjust the Annual Service Charge Base for the Charging Year (Y):

(@)

(b)

(©)

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of Customer Charges, Specific Service Charges, Additional Service
Charges and Third Party Service Charges;

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of:

() the Annual Service Charge Base;

(i) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Under
Amount for CDSP Year Y-2 in respect of:

() the Annual Service Charge Base;

(ii) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges.

45.2 The Core Annual Service Charge Base is the Annual Service Charge Base adjusted as
provided in paragraph 4.5.1.

4.5.3 The CDSP will adjust the initial Infrastructure Charge Base, to determine the Infrastructure
Charge Base:

(@)

(b)

(€)

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Infrastructure Charge Base; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Infrastructure Charge Base,

applying such adjustment separately to the Infrastructure Charge Base (and in
respect of Infrastructure Costs for Y-1 and Y-2) for UK Link Gemini and for Balance-
of-Infrastructure.

4.6 DCC related Charge Bases

4.6.1 The CDSP will calculate the Annual DCC Service Charge Base for a Charging Year (Y):

(@)
(b)

by determining the aggregate DCC Service Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Service Charges;
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(©)
(d)

()

(f)

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Service Charge Base;

by adding or deducting (as appropriate) the Outturn Over/Under Amount for
CDSP Year Y-2 in respect of the Annual DCC Service Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Service Charges.

4.6.2 The CDSP will calculate the Annual DCC Investment Charge Base for a Charging Year (Y):

(@)
(b)

(€)
(d)

(e)

(f)

by determining the aggregate DCC Investment Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Investment Charges;

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Investment Charge Base;

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Annual DCC Investment Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Investment Charges.

4.6.3 The margin (in paragraphs 4.6.1(c) and 4.6.2(c) respectively will be set at a level which
ensures that the CDSP maintains an adequate level of working capital during the Charging
Year in respect of the relevant DCC related activities (taking account of such working capital at
the start of the year including that funded by margin in prior CDSP Years).

4.6.4 The CDSP Budget will set out how the levels of margin have been determined in accordance
with paragraph 4.6.3.

4.6.5 The CDSP may decide to divide a CDSP Year into a number of shorter periods (each a whole
number of Months) for the purposes of paragraph 4.6.2, in which case:

(@)

(b)

(©)

each such period shall be treated as a separate Charging Year for the purposes
of paragraphs 4.6.2 and 7.4;

the amounts (for the CDSP Year as a whole) in paragraphs 4.6.2(d), (e) and (f)
shall be allocated to each such separate period pro rata the number of Months in
each such period;

a separate Annual DCC Investment Charge Base shall be determined for each
such period.

4.7 Annual Process

4.7.1 The process for establishing the CDSP Budget for Charging Year Y is as set out below.
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4.7.2 The CDSP will:

@)

(b)
(©)

(d)

by 30 June in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft Statement of Planning Principles;

discuss the draft with the Committee;

take into account, as it considers appropriate, the views of the Committee in finalising
the Statement of Planning Principles; and

by 31 July in CDSP Year Y-1, send the final Statement of Planning Principles to the
Committee and each Customer.

4.7.3 The CDSP will:

@)

(b)
(©)

(d)

(e)

by 31 October in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft CDSP Budget;

discuss the draft with the Committee;

provide to the Committee and each Customer such further information as the
Committee may reasonably require in connection with its review of the draft CDSP
Budget;

take into account, as it considers appropriate, the views of the Committee in finalising
the CDSP Budget, and provide to the Committee a report that outlines the actions
taken in response to the views of the Committee; and

by the end of January in CDSP Year Y-1, send the final CDSP Budget to the
Committee and each Customer.

4.7.4 The CDSP may (after the step at paragraph 4.7.3(b)) provide a further draft or drafts of the
CDSP Budget to the Committee before finalising and sending the CDSP Budget under the
step at paragraph 4.7.3(e).

4.8 Budget appeal

4.8.1 A Customer may (subject to and in accordance with this paragraph 4.8) appeal the CDSP
Budget for the Charging Year on the grounds that the CDSP Budget is not fit for purpose for
the CDSP to fulfil the obligation to provide Services consistent with paragraph 7(b) of the
CDSP Licence Condition.

4.8.2 A Customer may not appeal the CDSP Budget unless:

@)

(b)

it had notified the CDSP and the Committee of its objection to the CDSP Budget
within 20 Business Days (or such longer period, not exceeding 30 Business Days, as
the Committee may allow) after the draft CDSP Budget was sent or most recently
sent to the Customer; or

the appeal relates to a change in the CDSP Budget as compared with the most
recent draft which was sent to the Customer; or
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(c) the final CDSP Budget was sent to the Customer (under paragraph 4.7.3(e)) less
than 20 Business Days after the most recent draft CDSP Budget was sent to the
Customer.

4.8.3 The Customer shall give notice of the appeal to the Authority, the CDSP and the Committee
Secretary.

4.8.4 The Customer may not give notice of appeal more than 20 Business Days after the final CDSP
Budget was sent to Customers under paragraph 4.7.3(e).

4.8.5 The notice of appeal shall set out:

(@) the basis on which the Customer considers the grounds for appeal (as provided in
paragraph 4.8.1) are met; and

(b) the amendment to the CDSP Budget, which the Customer considers necessary.

4.8.6 The Committee Secretary shall:

(a) verify with the CDSP that the conditions in paragraphs 4.8.2 and 4.8.5 are met (and, if they
are not, notify the Authority and the appealing Customer to that effect); and

(b) send a copy of the notice to each Transporter, the Committee and all Customers
within 2 Business Days after it is received.

4.8.7 Within 10 Business Days after the notice of appeal was received:

(a) the CDSP shall, after discussing the appeal with the Committee (for which purposes an
ad-hoc meeting of the Committee shall be convened), send to the Authority its opinion in
respect of the matter subject to appeal and such other information as it considers
appropriate (including any potential impact on performance of the DCC Contract), and
provide a copy of such opinion and information to the appealing Customer, the Committee
and each other Customer; and

(b) any other Customer may send to the Authority (with a copy to the CDSP and the
Committee) its opinion in respect of the matter subject to appeal.

4.8.8 The CDSP shall provide to the Authority such further information as the Authority may request in
connection with the appeal.

4.8.9 The Parties shall comply with any procedure or other requirement specified by the Authority for the
purposes of considering the appeal.

4.8.10 If more than one notice of appeal is received, the CDSP will invite the Authority to make a single
or composite decision and direction in respect of all such appeals.

4.8.11 Until and unless the appeal is decided by the Authority, the CDSP shall proceed with the
performance of the DSC (including the calculation and invoicing of Charges) on the basis of the
CDSP Budget as finalised and sent under paragraph 4.7.3(e); and Customers shall pay such
Charges so calculated and invoiced.

4.8.12 The appeal will be decided by the Authority's direction to the Transporters as provided in
paragraph 13 of the CDSP Licence Condition.
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4.8.13 When the appeal is decided:

@) the Transporters shall notify the Authority’s direction to the CDSP with a copy to the
Committee; and

(b) the CDSP shall send a copy of such direction to each Customer.

4.8.14 Where the Authority’s direction requires a change in the CSDP Budget:

€) the CDSP will, as soon as is reasonably practicable, amend the CDSP Budget to make
the required change(s) in accordance with the direction;

(b) to the extent necessary, the CDSP will revise its planned activities for the Charging Year so
as to allow for such change;

(©) the Committee has no power to make a decision which conflicts with implementation of the
Authority’s direction;

(d) the CDSP may seek the Committee's views on any revision of its planned activities as provided
in paragraph (b);

(e) the CDSP will send the Amended Budget to the Authority, the Committee and each
Customer; and

4] paragraph 4.10 shall apply.

4.8.15 If a question arises as to what is necessary to comply with the Authority's direction, the CDSP and the
Committee shall not decide such question without the approval of the Transporters.

4.9 Budget Amendment

4.9.1 This paragraph 4.9 applies if at any time following the finalisation of the CDSP Budget for the Charging
Year:

€)] it appears to the CDSP that:

0] it will, during the Charging Year, incur Costs which were not included in the CDSP
Budget;
(ii) as a result, it will or is likely at any time within the CDSP Year to be unable to pay its

Costs as they fall due for payment (financial deficit); and

(iii) it is not feasible to resolve the financial deficit by rescheduling activities so as to defer
or avoid the incidence of Costs without failing or risking failure to meet any of its
obligations or responsibilities under the DSC or any TPS Agreement; or

(b) it appears to the CDSP that:

() it will not incur Costs during the Charging Year which were included in the
CDSP Budget; and
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(ii) the amount of such Costs (in aggregate, and net of any increase in other
Costs) exceeds 15% of the total Costs in the CDSP Budget; or

C) It appears to the CDSP that:

i) itwill not incur Costs during the Charging Year which were included in
the CDSP Budget; and

i) the amount of such Costs (in aggregate, and net of any increase in
other Costs) does not exceed 15% of the total Costs in the CDSP
Budget; and

iiiy the CDSP believes there is a requirement to amend the CDSP Budget.

4.9.2 Where paragraph 4.9.1(a) applies:

(a) the CDSP shall promptly inform the Committee of the situation and discuss with
the Committee any measures (including any rescheduling of activities under the
Service Change Procedures or in respect of any infrastructure development)
which may avoid or mitigate the financial deficit without any material impact on
the provision by the CDSP of Services;

(b) unless the financial deficit can be avoided by measures approved by the
Committee under paragraph (a), the CDSP Budget shall be amended to include
such additional Costs, as follows;

(c) the CDSP shall prepare and send to each Customer and the Committee:

0] a draft of the amended CDSP Budget (and if appropriate an
amendment of the Statement of Planning Principles) which will
address the financial deficit; and

(i) a proposed timetable for review and finalisation of the Budget Amendment;

(d) steps equivalent to those in paragraph 4.7.3 shall apply in relation to the Budget
Amendment on the basis of such timetable (as it may be revised by
agreement between the CDSP and the Committee); and

(e) paragraph 4.10 shall apply.
4.9.3 Where either paragraph 4.9.1(b) or 4.9.1(c) applies:

€) the CDSP shall promptly inform the Committee of the situation, and discuss with
the Committee whether the relevant Costs are likely to be incurred in the following
CDSP Year, or there are activities of the CDSP planned for the following CDSP
Year which could be brought forward; and

(b) as part of such discussions the CDSP shall present any amendment it believes is
required to the CDSP Budget and Annual Charging Statement for the Committee’s
consideration and approval;

(c) following such discussions, and if (having regard to the inconvenience for
Customers of a revision of the Annual Charging Statement) the Committee gives
its approval, the CDSP Budget shall be amended to exclude such avoided Costs
(or such amount of them as the Committee requires).
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4.9.5

4.9.6

4.10

4.10.1

4.10.2

4.10.3

51

511

51.2

5.2

521

4.9.4 For the avoidance of doubt, the CDSP shall not amend the CDSP Budget without
first discussing the proposed amendment with the Committee and without the consent of
the Committee.

The CDSP on behalf of the Transporters shall notify the Authority of the Budget
Amendment and the consequent increase or decrease in Charges as provided in
paragraph 4.9 as soon as the Budget Amendment is made.

Unless the Authority directs the Transporters to the contrary, a Budget Amendment may
not be appealed under paragraph 4.8.

Revision of Annual Charging Statement
This paragraph 4.10 applies where the CDSP amends the CDSP Budget:

€)) following an appeal in accordance with paragraph 4.8; or

(b) in accordance with paragraph 4.9.

The CDSP shall prepare and send a revised Annual Charging Statement to the Committee
and each Customer at the same time that it sends the amended Budget to the Committee
and Customers pursuant to paragraph 4.8.14(e) or (as the case may be) paragraph
4.9.2(c).

The revised Annual Charging Statement:

@ shall be determined in accordance with the rules in this Document by reference to
the Amended Budget but so that the increase or decrease (pursuant to the
amendment of the CDSP Budget) in each Charge Base (or each affected Charge
Base) is recovered or rebated through Charges to Customers in the period from the
effective date (in accordance with paragraph (b)) of the revision until the end of the
Charging Year; and

(b) the revision of the Annual Charging Statement shall be effective from the next
Month for which Invoices have not already been sent (or, if later, the first Month
of the CDSP Year), and shall be used for the purposes of determining all

Charges to Customers in respect of that Month and subsequent Months in the
CDSP Year.

Calculation of General Service Charges
Allocation of Core Annual Service Charge Base

The CDSP will apply the Cost Allocation Model to allocate the Core Annual Service Charge
Base to each of the General Service Areas in the Charge Base Apportionment Table.

The amount of the Core Annual Service Charge Base allocated to each General Service
Area is the Annual Service Area Charge Base for the General Service Area.

Apportionment of Annual Service Area Charge Base
For each General Service Area, the Annual Service Area Charge Base is apportioned
between each Customer Class in the Area Customer Group on the basis of the

proportions set out in the Charge Base Apportionment Table.
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52.2

5.3

5.3.1

54

54.1

55

55.1

5.5.2

5.5.3

5.6

5.6.1

5.6.2

6

The amount of the Annual Service Area Charge Base for a General Service Area
apportioned to each Customer Class is the Annual Service Area Class Charge Base for
the Customer Class.

Aggregation of Annual Service Area Class Charge Base
For each Customer Class:

(a) the Annual Service Area Class Charge Base is aggregated over all General
Service Areas; and

(b) the aggregate amount is adjusted by adding or deducting (as appropriate):

0] the Class Change Forecast Over/Under Amount for CDSP Year Y-1
for that Customer Class; and

(i) the Class Change Outturn Over/Under Amount for CDSP Year Y-2
for that Customer Class,

(in accordance with paragraph 8.4) and the resulting amount is the Annual Customer
Class Service Charge Base.

Monthly Customer Class Charge Base

The Monthly Customer Class Service Charge Base for each Customer Class is 1/12 of
the Annual Customer Class Service Charge Base.

General Service Charges

For each Month in the Charging Year, the General Service Charge for each Shipper User
is calculated as the Monthly Shipper Charging Share (for that Month) of the Monthly
Customer Class Service Charge Base for Shipper Users.

For each Month in the Charging Year, the General Service Charge for each DN Operator
and Independent Gas Transporter is calculated as follows:

€) for each Network Customer Class, calculate the Relevant Transporter Annual
Charging Share (for that year) of the Monthly Customer Class Service Charge
Base; and

(b) aggregate the amounts in paragraph (a) over all Network Customer

Classes to determine the General Service Charge.

For each Month in the Charging Year, the General Service Charge for National Grid
NTS is equal to the Monthly Customer Class Service Charge Base.

DCC Shipper Service Charges
The Monthly DCC Service Charge Base is 1/12 of the Annual DCC Service Charge Base.
For each Month in the Charging Year the DCC Shipper Charge for each Shipper User is
calculated as the Shipper Monthly Charging Share (for that Month) of the Monthly

DCC Service Charge Base.

Calculation of Specific Service Charges and Additional Service Charges
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6.1

6.1.1

6.1.2

6.2

6.2.1

6.3

6.3.1

6.3.2

6.4

6.4.1

6.4.2

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1) to
Specific Services - Forecast Demand

In the CDSP Budget the CDSP will forecast the usage of or demand for each Service Line
for a Specific Service (including any Mandatory Specific Service) in the Charging Year.

Such usage or demand is expressed by reference to the Charging Measure and
where applicable the Charging Period for the Specific Service (including any
Mandatory Specific Service) as provided in the CDSP Service Description.

Cost forecast and Charge Base
For each Specific Service (including any Mandatory Specific Service) the CDSP will:

(@) forecast the Costs of the Specific Service (including any Mandatory Specific
Service) on the basis of the forecast usage or demand; and

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1)
to the forecast Costs.

Unit charge

For each Specific Service (including any Mandatory Specific Service) the unit Specific
Service Charge is calculated by dividing the
Charge Base by the amount (expressed by reference to the relevant Charging Measure
and where applicable the Charging Period) of the forecast demand or usage.

No adjustment is made in respect of the Specific Service Charges determined in
accordance with paragraph 6.3.1 by reference to outturn Costs of, or usage of or demand
for, the relevant Specific Service (including any Mandatory Specific Service).

Additional Service Charges
Before making an Additional Services Offer the CDSP shall:

€) estimate the Costs of providing the Additional Service in the CDSP Year in
which the Additional Service will start (to include any Costs of developing the
Additional Service);

(b) add the applicable margin (in accordance with paragraph 4.4.1) for that CDSP
Year to determine a Charge Base;

(c) determine an Additional Service Charge, or basis (and, where applicable,
measure of usage) for calculating an Additional Service Charge, and an
invoicing frequency, which will recover such Charge Base over the period in that
CDSP Year in which the Additional Service is provided; and

(d) decide whether the Charge should be subject to any adjustment to reflect
outturn Costs (or where applicable usage) as compared with what was
estimated in a CDSP Year.

For any CDSP Year after the first in which the Additional Service is provided, the CDSP will:

€) estimate the Costs and determine the Charge Base for the Additional Service; and
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(b) determine (on the basis referred to in paragraph 6.4.1(c) and (d)) the
Additional Service Charge for the CDSP Year,

but the CDSP may continue to apply the prior year’s Charge if it considers that (on the
above basis) there would be no significant change.

7 Infrastructure Charges and DCC Shipper Investment Charges
7.1 Introduction

7.1.1 Infrastructure Charges are payable by Customers in respect of the Costs incurred by
the CDSP in the Charging Year in renewing, replacing or upgrading fixed assets.

7.2 Non-DCC related investment - Annual Customer Class Infrastructure Charge Base

7.2.1 Subject to paragraph 7.2.3, for each Customer Class the Annual Customer
Class Infrastructure Charge Base for the Charging Year is calculated as:

AICBba * AACCSCB / Y AACCSCB
where
AICBbal is the Annual Infrastructure Charge Base for Balance-of-Infrastructure;

AACCSCB is the Adjusted ACCSCB calculated in accordance with paragraph 7.2.2;
and

> is the sum over all Customer Classes.

7.2.2 The Adjusted ACCSCB is the amount calculated for each Customer Class as the Annual
Customer Class Service Charge Base in accordance with paragraph 5.3.1 on the basis
that the aggregation over Service Areas excludes the following Service Areas relating to
UK Link Gemini and Managing Change:

€) Service Area 8 - Credit risk management (including cash collection) and
management of neutrality accounting processes;

(b) Service Area 13 — Managing Change; and
(© Service Area 14 - Gemini system services.

7.2.3 For National Grid NTS, the Annual Customer Class Infrastructure Charge Base is the sum
of:

(a) the amount determined in accordance with paragraph 7.2.1; and

(b) the whole of the Annual Infrastructure Charge Base for UK Link Gemini.

7.3 Non-DCC related investment - Monthly Infrastructure

Charges 7.3.1 For each Customer in any Customer Class:

€) subject to paragraph (b), the Monthly Infrastructure Charge for each Month in
the Charging Year is calculated as the Customer’s Monthly Charging Share of
1/12 of the Annual Customer Class Infrastructure Charge Base for the relevant
Customer Class; and
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7.4

7.4.1

7.4.2

(b) for DN Operators and Independent Gas Transporters the Monthly
Infrastructure Charge is calculated by aggregating the amounts in paragraph
(a) over the Network Customer Classes.

DCC Shipper Investment Charges

The Monthly DCC Investment Charge Base for a Month in a Charging Year is 1/M of the
Annual DCC Investment Charge Base; where M is 12 or, where (in accordance with
paragraph 4.6.5) the Charging Year is a shorter period, the number of Months in such
period.

For each Month in the Charging Year the DCC Shipper Investment Charge for each
Shipper User is calculated as the Shipper Monthly Charging Share (for that Month) of the
Monthly DCC Investment Charge Base.

8 Change Charges

8.1

8.1.1

8.1.2

8.1.3

8.2

Introduction

Change Charges are payable by Customers in respect of Service Changes for which the
CDSP performs activities under the Service Change Procedures, excluding those activities
referred to in paragraph 2.2.5, in the Charging Year (Chargeable Change Activities) (and
for the avoidance of doubt such activities do not include the operation of the DCC Contract
Change Procedures).

This paragraph 8 sets out the basis on which:
€) for General Service Changes:

0] Change Charges for Customers will be calculated after the Charging
Year (paragraph 8.2);

(ii) Provisional Change Charges for Customers are calculated
before the Charging Year (paragraph 8.3); and

(iii) a reconciliation and adjustment in respect of Change Charges is
made after the Charging Year (paragraph 8.4); and

(b) for Specific Service (including any Mandatory Specific Service) Changes, specific
Change Charges will be determined.

The total Change Charge Base (Change Budget) in the CDSP Budget for a CDSP Year
shall be determined as the sum of:

€) the estimated Charge Base in respect of Chargeable Change Activities for all
General Service Changes taken into account in the CDSP Budget (as provided
in paragraph 8.3.2(a); and

(b) an additional amount sufficient to cover the likely Costs of any Changeable
Charge Activities (for General Service Changes) which are not foreseen in the
CDSP Budget.

Calculation of Change Charges for General Service Changes
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(ii) between each Customer Class, on the basis of the proportions set out in the

8.2.1 For each General Service Change for which the CDSP performs a Chargeable
Change Activity in the Charging Year:

(a) the Service Change is assigned to a Service Area by reference to the Service
Line or Service Lines to which the Service Change relates;

(b) if the Service Change relates to Service Lines in more than one Service Area,
the Service Change is assigned to each such Service Area in proportions
determined by the CDSP to reflect its assessment of the proportions in which
the Change Costs are allocable to each such Service Area;

(c) the Change Costs of Chargeable Change Activities are determined in
accordance with the Cost Allocation Methodology;

(d) the Charge Base is calculated by adding a margin (in accordance with
paragraph 4.4.1) to such Costs; and

(e) the Charge Base is apportioned:

0] where relevant, between Service Areas, in the proportions determined
under

paragraph (b); and
(i) between each Customer Class, on the basis of the proportions set out
in the Charge Base Apportionment Table for the relevant Service Area
or Areas.
8.2.2 For each Customer Class, the Annual Class Change Charge Base is calculated as:

>saYsc ACBsc
where
Y sA is the sum over Service Areas;
Ysc is the sum over General Service Changes for a Service Area; and

ACBsc is the amount of the Charge Base in respect of each General Service
Change apportioned to the Customer Class under paragraph 8.2.1(e).

8.2.3 The Change Charge payable by each Customer for General Service Changes for the
Charging Year is the Customer's Annual Charging Share of the Annual Class Change
Charge Base (aggregated for DN Operators and Independent Gas Transporters over all
Network Customer Classes).

8.3 Provisional Change Charges

8.3.1 For each Month of the Charging Year Customers will pay Charges (Provisional
Change Charges) calculated in accordance with this paragraph 8.3 in respect of
General Service Changes.

8.3.2 For each Customer Class, the Provisional Annual Class Change Charge Base shall
be determined, as follows:
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8.3.3

8.34

8.35

8.4

(@)

(b)

()

for each General Service Change which is taken into account in the CDSP
Budget, the CDSP will estimate the relevant Costs and (by adding a margin
in accordance with paragraph 4.4.1) determine the Charge Base;

the amount of the Charge Base for each such Service Change will be increased
by a percentage uplift as provided in paragraph 8.3.4; and

the CDSP will estimate the Annual Class Change Charge Base (as provided
in paragraph 8.2.2) on the basis of the uplifted amounts referred to in
paragraph (b), and such estimate is the Provisional Annual Class Change
Charge Base.

For each Customer the Provisional Change Charge for a Month is its Monthly Charging
Share of 1/12 of the Provisional Annual Class Change Charge Base (aggregated for DN
Operators and Independent Gas Transporters over all Network Customer Classes).

The percentage uplift in paragraph 8.3.2(b) will be set so as to allow the CDSP to recover,
by Provisional Change Charges, the whole of the Change Budget.

No adjustment shall be made within the Charging Year in respect of the Provisional
Class Annual Change Charge Base for any Customer Class.

Adjustment in respect of provisional charges

8.4.1 In relation to a CDSP Year Y, the CDSP will, when preparing the CDSP Budget for Year Y:

8.4.2

8.5

(@)

(b)

determine the Forecast Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-1; and

on the basis of what is determined under paragraph (a), determine for each
Customer Class the Forecast Over/Under Amount in respect of the Annual
Class Change Charge Base for Year Y-1,

and the amount determined under paragraph (b) for each Customer Class is the Class
Change Forecast Over/Under Amount for Year Y-1 (and is applied as set out in
paragraph 5.3.1(b)(i)); and

(©)

(d)

determine the Outturn Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-2; and

on the basis of what is determined under paragraph (c), determine for each
Customer Class the Outturn Over/Under Amount in respect of the Annual Class
Change Charge Base for Year Y-2,

and the amount determined under paragraph (d) for each Customer Class is the Class
Change Outturn Over/Under Amount for Year Y-2 (and is applied as set out in
paragraph 5.3.1(b)(ii)).

For avoidance of doubt, paragraph 8.4.1 shall apply in respect of all General Service
Changes including any which were not foreseen in the CDSP Budget for Year Y-1 or Y-

2.

Change Charges for Specific Service Changes
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8.5.1 Where a Service Change is made to add or vary a Specific Service (including any
Mandatory Specific Service), as part of the Service Change Procedures the
methodology for calculating Change Charges in respect of the Change Costs of
Chargeable Change Activities will be established in accordance with the Change
Management Procedures.

8.5.2 Such methodology shall provide for:

(a) the basis on which, in each CDSP Year, Change Charges are to be calculated
by reference to the Charge Base (on the basis of Costs accruing in the CDSP
Year) for the Specific Service (including Mandatory Specific Service) Change;

(b) the Customer(s) or Customer Class(es) who are to pay such Change Charges;

(c) the CDSP to forecast such Change Costs and determine a Charge Base
when preparing the CDSP Budget; and

(d) an adjustment in respect of such Change Charges after the CDSP Year to
reconcile Forecast Over/Under Amounts and Outturn Over/Under Amounts.

8.5.3 The CDSP shall amend the Specific Service Change Charge Annex to include each
such methodology when it is established.

8.5.4 The CDSP shall calculate Change Charges for each Specific Service (including
Mandatory Specific Service) Change in accordance with such methodology.

9 Annual Charging Statement
9.1 General

9.1.1 The Annual Charging Statement for the Charging Year sets out the Charge Bases and
other details determined by applying the rules in this Document to the CDSP Budget, as
set out in paragraphs 9.2, 9.3, 9.4 and 9.5.

9.1.2 The Annual Charging Statement shall contain supporting information sufficient to explain
how the Charge Bases and Charges set out in the statement have been calculated (on the
basis of the rules in this Document) by reference to the CDSP Budget for the Charging
Year and (where applicable) the CDSP Budget or Annual Accounts for any prior CDSP
Year.

9.1.3 The CDSP shall, by 31 January in Year Y-1, prepare and send the Annual
Charging Statement to the Committee and each Customer.

9.1.4 The CDSP shall keep the Annual Charging Statement under review, but it is
acknowledged that:

€) the Annual Charging Statement sets out the result of the application of the rules in
this Document to the CDSP Budget;

(b) accordingly, in the absence of:
0) an error in the application of such rules; or
(i) a Budget Amendment; or
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9.15

9.1.6

9.2

9.21

9.2.2

9.3

9.31

9.4

(iii) an amendment of this Document taking effect within the Charging
Year; no review or amendment of the Annual Charging Statement is likely to be
required; and

(c) if this Document complies with the requirements referred to in GT Section
D1.2.2(a)(ii)) it can be assumed that the Annual Charging Statement
complies with those requirements.

If any Party considers there is an error in the Annual Charging Statement such Party shall
notify the Committee and the CDSP; and the CDSP shall discuss the matter with the
Committee and (where necessary to ensure the statement complies with this Document)
shall correct and reissue the Annual Charging Statement.

For the avoidance of doubt, the CDSP shall not amend the Annual Charging Statement
without first discussing the proposed amendment with the Committee and without the
consent of the Committee.

Service Charges

In respect of General Service Charges, the Annual Charging Statement will set out:

@ for each Service Area:

0] the Annual Service Area Charge Base; and

(ii) for each Customer Class, the Annual Service Area Class Charge Base; and
(b) for each Customer Class, the Annual Customer Class Service Charge Base.

In respect of Specific Service Charges, the Annual Charging Statement will set out, for each
Service Line:

€) the Charge Base for each Service Line; and

(b) the unit Service Charge based on the applicable Charging Measure.
Infrastructure Charges

In respect of Infrastructure Charges, the Annual Charging Statement will set out:

(a) the Annual Infrastructure Charge Base (separately for UK Link Gemini and
Balance-of-Infrastructure); and

(b) for each Customer Class, the Annual Customer Class Infrastructure Charge Base.

Change Charges

9.4.1 In respect of Change Charges for General Service Charges, the Annual Charging Statement

will set out the Provisional Annual Class Change Charge Base for each Customer Class.
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9.4.2 In respect of Change Charges for Specific Service (including Mandatory Specific Service)
Changes, the Annual Charging Statement will set out, for each Specific Service (including
Mandatory Specific Service) Change:

(@)
(b)

the Charge Base; and

such other charging information as is provided for in the methodology in the
Specific Service Change Charge Annex.

9.5 DCC Charges

9.5.1 In respect of DCC Charges, the Annual Charging Statement will set out:

(@)
(b)

the Annual DCC Service Charge Base; and

the Annual DCC Investment Charge Base.

10 Payment and Invoices

10.1 Obligation to pay

10.1.1 Each Customer shall pay to the CDSP:

(@)
(b)
(©)
(d)
(e)
(f)

the Customer Charge;

the General Service Charge in respect of each Month;

Specific Service Charges in respect of each Month or other Charging Period;
the Monthly Infrastructure Charge in respect of each Month;

the Provisional Change Charge in respect of each Month;

the Change Charge for each Specific Service Charge in respect of each Month or
other period for which such Charge is calculated;





10.1.2

10.2

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

(9) in the case of Shipper Users only:
0] the DCC Shipper Service Charge in respect of each Month;
(ii) the DCC Shipper Investment Charge in respect of each Month;

(h) any other charge determined in accordance with Budget and Charging Methodology
and provided for in the Annual Charging Statement,

each calculated by reference to the Annual Charging Statement in accordance with the
provisions of this Document;

0] Additional Service Charges, calculated in accordance with the Additional Service
Offer for each Additional Service provided to the Customer, in respect of each Month
or other period for which such Charge is calculated; and

0] any other amount payable by the Customer pursuant to any provision of the DSC.

Amounts in respect of Charges stated in this Document or stated in or derived from the
Annual Charging Statement are exclusive of applicable value added tax (VAT), and
each Customer shall pay applicable VAT in addition to such amounts.

Invoices - general
The CDSP shall prepare and send an invoice (Invoice):

(@) to each Customer in respect of each Month setting out the amounts payable by that
Customer in respect of Charges (other than DCC Shipper Charges) for that Month or
(as applicable) for Charging Periods or other periods for which Charges are payable
in that Month;

(b) to each Shipper User in respect of each Month setting out the amounts payable by
that Shipper User in respect of DCC Shipper Charges for that Month.

The CDSP will send each Invoice for a Month (M) to the Customer by no later than the last
day of Month M (but no delay in sending an Invoice shall affect the Customer’s obligation to

make payment, based on the actual date of the Invoice).

By agreement with a Customer, the CDSP may:

€)) send different Invoices in respect of different Charges;

(b) include, in an Invoice sent in Month M, Charges for any Month or Months following
Month M; and

(©) agree a discount in respect of such Charges, for such accelerated invoicing and

payment, not exceeding the time value of such accelerated payment based on a
reasonable assumption as to the CDSP’s cost of borrowing, and to be forfeit if the
Customer is late in making payment.

Invoices shall be sent by Conventional Notice.

The CDSP shall determine the format of Invoices but shall consult the Committee before
making any material change in the format of Invoices.
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10.3

Invoice - content

10.3.1 Each Invoice shall set out (subject to paragraph 10.2.3(a)):

10.3.2

€)] the name of the Customer;

(b) the Month or (pursuant to paragraph 10.2.3(b)) Months to which the Invoice relates,
and (for Specific Services (including Mandatory Specific Services) and Additional
Charges) any other Charging Periods or other period to which the Invoice relates;

(©) except as provided under paragraph (d), the amount payable by the Customer in
respect of:

() the Customer Charge;

(i) the Monthly Service Charge;

(iii) Specific Service Charges;

(iv) the Monthly Infrastructure Charge;

(V) the Provisional Change Charge;

(vi) the Change Charge for each Specific Service Charge;
(vii) Additional Service Charges; and

(viii) any other charge or amount payable by the Customer as provided in
paragraph 10.1.1(g) or (i);

(d) in the case of an Invoice for DCC Shipper Charges, the amount payable by the
Shipper User in respect of:

0] DCC Shipper Service Charges;
(ii) DCC Shipper Investment Charges;
(e) VAT in respect of such amounts;
) such further details as are required by Law relating to VAT; and

(9) the date by which (in accordance with Clause 5.2 of the DSC Terms and Conditions)
payment is due.

Each Invoice shall set out or shall be accompanied by a statement setting out:

(@) the Customer’s Monthly Charging Share;

(b) where applicable, the Customer’s Annual Charging Share;

(c) the amount (by Charging Measure and Charging Period where applicable) of
each Specific Service (including any Mandatory Specific Service) provided to the
Customer;
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(d)

()

the basis on which the Customer’s Charges have been calculated from the
Charge Bases set out in the Annual Charging Statement and the details in
paragraphs (a) and (c) above; and

such information as may be required to show the basis of calculating a Change

Charge for a Specific Service Change in accordance with the applicable methodology
in the Specific Service Change Charge Annex.
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CDSP SERVICE DOCUMENT

BUDGET AND CHARGING METHODOLOGY

Version: 9.1 (option 1 proposal) CLEAN VERSION
Effective date: - TBC

1 General

11 Introduction

1.1.1 This document (Document) is the Budget and Charging Methodology referred to in GT Section
D3.1.4(a)(ii) and Clause 3.3(a) of the DSC Terms and Conditions and is a CDSP Service
Document.

1.1.2 This Document is an integral part of and is incorporated in the DSC.

1.1.3 The version of this Document which is in force, and the date from which it is in force, is as stated
above.

1.2 Interpretation —general
1.2.1  In this Document:

€) DSC means the contract which is constituted by the DSC Agreement, the DSC Terms and
Conditions and each of the CDSP Service Documents;

(b) Uniform Network Code or UNC means the uniform network code prepared pursuant to
Standard Special Condition A11(6) of the gas transporter's licence, as from time to time
modified, and as made contractually binding (as incorporated into an individual gas
transporter's individual network code) by the relevant framework agreement;

(c) DSC Terms and Conditions means the DSC Terms and Conditions as defined in
and for the time being in force pursuant to GT Section D;

(d) terms defined in or for the purposes of the DSC Terms and Conditions and not
otherwise defined in this Document have the meanings given to them in the DSC
Terms and Conditions;

(e) terms defined in any other CDSP Service Document and not otherwise defined in this
Document have the meanings given to them in that CDSP Service Document; and

()] the further provisions of the DSC Terms and Conditions as to interpretation apply.

1.2.2 Inthe case of any conflict between the provisions of this Document and any other part of the
DSC, the provisions of the DSC Terms and Conditions as to priority apply.

1.3 Amendment
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1.3.1 This Document may be amended in accordance with the applicable procedures contained in the
Change Management Procedures.
14 Interpretation - specific

1.4.1 In this Document:

(@)
(b)

(©)

(d)

(e)

()

(9)

(h)

0

(k)

()

references to the Committee are to the Contract Management Committee;

Costs means any cost, debt, expense, liability or other outgoing of the CDSP,
however arising or incurred, but not including amortisation or depreciation;

the CDSP Budget is a budget setting out the Costs which the CDSP expects to incur
in a CDSP Year and the other matters provided for in paragraph 4;

a Budget Amendment is an amendment of the CDSP Budget pursuant to paragraph
4.7 or 4.8;

Charge means any charge made by the CDSP to a Customer or Third Party for the
provision of a Service or otherwise for the recovery of any Costs;

the Charging Year is the CDSP Year for which Charges are to be determined;

for the purposes of calculating any Charge or Charges, a Charge Base is the
relevant amount in respect of Costs, adjusted by a margin (and where applicable
otherwise adjusted) as provided in paragraph 4.4.1;

a Charging Share in relation to a Customer in a Customer Class is a proportion
(aggregating one (1) for all Customers in that Customer Class) by reference to which a
particular Charge Base is to be apportioned between such Customers for the purposes of
calculating a Charge;

in relation to a Specific Service (including any Mandatory Specific Service):

0] the Charging Measure is the unit or other measure (as specified in the CDSP
Service Description) by reference to which the Service is ordered or (as the
case may be) use of the Service is measured; and

(i) the Charging Period is the period (as specified in the CDSP Service
Description) in respect of which Charges for the Service are to be invoiced;

references to a Customer Class include as separate Customer Classes (each a
Network Customer Class):

0] DN Operators;
(i) Independent Gas Transporters; and
(iii) DN Operators and Independent Gas Transporters collectively;

Annual Accounts means the audited annual accounts (pursuant to Section 475 of
the Companies Act 2006) of the CDSP for a CDSP Year;

Specific Service Change Charge Annex is an Annex to this Document setting out
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the methodology for calculating Change Charges in respect of the Service Change in
respect of a Specific Service (including any Mandatory Specific Service); and

(m) General Service Area means a Service Area in respect of General Services.

1.4.2 A reference in this Document or any other part of the DSC to the Costs or Charge Base of or in
respect of any activity of the CDSP (including the provision of any Service, and the Service Change
Procedures in connection with Service Changes) is to the Costs or Charge Base attributed and/or
allocated to that activity in accordance with the Cost Allocation Methodology.

1.5 Scope and purpose

1.5.1 This Document sets out
€) the basis on which:

0] the CDSP will establish the CDSP Budget for each CDSP Year;

(i) the CDSP Budget may be appealed pursuant to the CDSP Licence
Condition;

(iii) the CDSP’s Charges for that CDSP Year are to be determined on the basis of
the forecast Costs in the CDSP Budget;

(iv) the Annual Charging Statement is to be prepared to specify such Charges for the
CDSP Year; and

(v) such Charges are to be invoiced by the CDSP; and

(b) the functions of the CDSP and the Committee in connection with the foregoing
matters.

1.5.2 As provided in the Contract Management Arrangements, no decisions of the Committee are to
be taken by the vote of Committee Representatives of a particular Customer Group only.

1.5.3 The CDSP shall keep this Budget and Charging Methodology under review and (where
appropriate to ensure it complies with the requirements referred to in GT Section D1.2.2(a)(ii))
shall propose amendments to it under the Change Management Procedures.

2 Classification of Services, Costs and Charges

2.1 Services

2.1.1 As provided in the CDSP Service Description, the Services provided by the CDSP comprise:

(a) General Services;
(b) Specific Services (including Mandatory Specific Services);
(c) Additional Services;

(d) Third Party Services; and

(e) CSS Services.
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2.1.2

2.2

221

2.2.2

2.2.3

224

2.2.5

2.2.6

2.2.7

2.2.8

2.3

23.1

General Services and Specific Services (including Mandatory Specific Services) are
defined by Service Lines and grouped into Service Areas as provided in the CDSP Service
Description.

Costs

The Costs of the CDSP comprise Service Costs and Investment Costs.

Service Costs are all Costs other than Investment Costs.

Investment Costs are Change Costs and Infrastructure Costs.
Change Costs are Costs of the CDSP in respect of:

€) the Service Change Procedures set out in the Change Management Procedures,
subject to paragraph 2.2.5; and

(b) the operation of the DCC Contract Change Procedures.

The following Costs of the Service Change Procedures under the Change Management
Procedures in respect of any proposed Service Change are not Change Costs (and not
Investment Costs), and accordingly are Service Costs:

€) Costs incurred up to and including the point at which the Change Management
Committee approves or is deemed to approve an Evaluation Quotation Report sent by
the CDSP; and

(b) in the circumstances specified in the Change Management Procedures, Costs of
Business Evaluation in respect of a Modification Service Change where:

0) the relevant Code Modification was not approved; and
(i) such Business Evaluation was carried out before such non-approval
occurred.

Infrastructure Costs are Costs of the CDSP, other than Change Costs, in respect of the
renewal, replacement or upgrade of fixed assets employed by the CDSP in the provision of
Services (excluding fixed assets employed and financed by a contractor or supplier of the
CDSP).

For the avoidance of doubt, Costs of the CDSP in respect of the development of Additional
Services and Third Party Services are charged for as part of the Charge for those Services, and

are not included in Change Costs (or in the Change Budget).

For the purposes of this Document, any revenues or other amounts (such as payments from
contractors or suppliers) received by the CDSP, other than in respect of Charges, shall be
treated as negative Costs.

DCC Contract
In relation to the DCC Contract:
(a) DCC Costs comprise:

0] Costs (DCC Service Costs) in respect of the provision of CSS Services
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2.3.2

2.3.3

(including for the avoidance of doubt any liabilities incurred by the CDSP to any
person under or in connection with the DCC Contract);

(i) Costs (DCC Investment Costs) comprising:

(aa) costs (other than costs within paragraph (bb) relating to the design,
development, renewal, replacement and upgrade of fixed assets
employed by the CDSP in the provision of CSS Services; and

(bb) costs of the CDSP in the operation of change management
procedures under the DCC Contract including the design, development

and implementation of changes to CSS Services (DCC Contract
Change Procedures);

((aa) and (bb) together DCC Investment):
(b) DCC Charges comprise:

0] Charges (DCC Service Charges) payable by the DCC pursuant to the DCC
Contract in respect of the CSS Services; and

(ii) Charges (DCC Investment Charges) payable by the DCC pursuant to the DCC
Contract in respect of DCC Investment;

(©) DCC Shipper Charges comprise:

0] Charges (DCC Shipper Service Charges) to Shipper Users in respect of the net
costs or revenues of providing CSS Services; and

(i) Charges (DCC Shipper Investment Charges) to Shipper Users in respect of the
net costs or revenues of DCC Investment

in each case taking into account revenues received by the CDSP in respect of DCC Charges.

DCC Shipper Charges may be positive (in which case they are payable to the CDSP) or
negative (in which case they are payable by the CDSP).

In implementing the provisions of this Document the CDSP shall account separately for the
Costs, Charges and revenues associated with those of the CDSP's activities which are:

€) associated with the DCC Contract (DCC related); and

(b) not associated with the DCC Contract (non-DCC related).

2.4 Charges

2.4.1 The CDSP's Charges comprise:

(a) a Charge (Customer Charge) in respect of participation as a Customer under the
DSC;

(b) the following Charges in respect of Services:
0] charges (General Service Charges) made in respect of General Services;
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242

243

3.1

3.1.1

(i) charges (Specific Service Charges) made in respect of Specific Services
(including Mandatory Specific Services);

(iii) charges (Additional Service Charges) made in respect of Additional
Services; and

(iv) charges (Third Party Service Charges) made in respect of Third Party
Services;

(v) DCC Service Charges and DCC Shipper Service Charges;

(c) the following Charges in respect of Investment Costs:

() charges (Change Charges) made to recover non-DCC related Change
Costs; and
(ii) charges (Infrastructure Charges) made to recover non-DCC related

Infrastructure Costs;
(i) DCC Investment Charges and DCC Shipper Investment Charges.

Except for Third Party Service Charges and DCC Charges, all categories of Charge are
payable by and only by Customers.

The amount of the Customer Charge is £nil per annum.

Preliminary

Charge Base Apportionment Table

For the purposes of calculating General Service Charges, the Charge Base Apportionment
Table is the table below which sets out the proportions in which amounts in respect of

Service Costs in each Service Area (for General Services) are to be apportioned between
different Customer Classes:
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Customer Classes
Transporters
Distribution
No Service Areas . DN Independent
Shipper . Operators Gas
Users National Transporters
Gas
1 Manage Shipper 100% - - - -
Transfers
2 Monthly AQ Processes 100% - - - -
3 Manage updates to 90% - - 10% -
customer portfolio
4 Meter Read/Asset 33% - - 67% -
processing
5 Demand Estimation 50% - - 50% -
obligations
6 Customer Relationship 63% 9% 25% 3%
Management
7 Customer - 50% - 50% -
Joiners/Leavers (UK Gas
Market)
8 Energy Balancing (Credit - 100% - - -
Risk Management)
9 Customer Reporting (all 34% % 52% 7%
forms)
10 | Invoicing Customers - 12% - 88% -
11 | Management of 40% 5% 49% 7%
Customer Issues
12 | Customer Contacts 50% 6% 39% 5%
13 | Managing Change 51% 7% - 40% 2%
14 | Gemini Services - 100% - - -
15 | Value Added Services 80% - 18% 2%
16 Cent_ral Switching . 100%
Services Consequential
Distribution Network
171 Wholly funded activities 100%
18 | Decarbonisation 100%
19 PAFA/PAC/AUGE 50% 44% 6%
Services
20 | CMS 90% 10%

3.1.2 Itis recognised that Service Changes are not expected of themselves to require amendment of
the Charge Base Apportionment Table, unless the Service Change adds or removes a
Service Area or adds a new Customer Class.
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3.2

Cost Allocation Model

3.2.1 The CDSP will establish and keep under review and may from time to time revise:

3.2.2

3.2.3

3.3

3.3.1

3.3.2

3.3.3

(a) a methodology (Cost Allocation Methodology) which allocates (by attributing or
otherwise allocating) Costs or a resulting Charge Base to activities of the CDSP; and

(b) in relation to General Services and Specific Services (including Mandatory
Specific Services), a model (Cost Allocation Model) which provides for the
allocation (on the basis of the Cost Allocation Methodology) of Service Costs:

0] in relation to General Services, to different Service Areas; and

(ii) in relation to Specific Services (including Mandatory
Specific Services), to different Service Lines; on the basis of the

input costs used to establish the CDSP Budget.

The CDSP shall make available to the Committee and each Customer details of the Cost
Allocation Methodology and the Cost Allocation Model and each revision thereof.

The Cost Allocation Methodology and Cost Allocation Model and their application are subject to
Contract Assurance Audit as provided in the Contract Management Arrangements.

Charging Shares

This paragraph 3.3 sets out the basis on which different Charging Shares are to be calculated f
or individual Customers within each Customer Class.

For each Customer which is a Shipper User and for each Month M, the Shipper Monthly
Charging Share is calculated as:

ASPwm/ Y ASPwm
where

ASPwis the aggregate number of the Supply Points for which the Shipper User is Registered
User as at the 1st Day of Month M; and

> is the sum over all Shipper Users.

For each Customer which is a DN Operator or an Independent Gas Transporter, and for each
Network Customer Class, and for each CDSP Year Y, the Relevant Transporter Annual
Charging Share is:

ASPy/ Y ASPy

ASPy is the aggregate number of Supply Points of each System or (as the case may be) IGT
System operated by such DNO Operator or Independent Gas Transporter, as at 1
December in the year before the CDSP Year; and

> is the sum over:

0] all DN Operators and Independent Gas Transporters; or

(i) all DN Operators; or
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(iii) all Independent Gas Transporters,





according to the Network Customer Class in

guestion. 3.3.4 In relation to a Customer Class:

€) the Monthly Charging Share for a Month is:

0] for Shipper Users, the Shipper Monthly Charging Share for the Month;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year in which the Month
falls; and

(iii) for National Grid NTS, one; and
(b) the Annual Charging Share for a CDSP Year is:

0] for Shipper Users, the arithmetic mean of the Shipper Monthly
Charging Share for all Months in that CDSP Year;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year; and

(iii) for National Grid NTS, 100%.

3.3.5 For the purposes of this paragraph 3.3:

€) a reference to a Supply Point in the context of an IGT System is to a CSEP Supply
Point as defined in TPD Section A4.6.1; and

(b) numbers of Supply Points shall be determined on the basis of the Supply Point
Register or in the context of an IGT System the CSEP Supply Point Register as
provided in TPD Section G1.22.2.

3.4 Prior year adjustments

3.4.1 For the purposes of this Document, in establishing the CDSP Budget for a CDSP Year (Y), in
relation to any amount (of Costs, Charge Base or revenue):

€) the Forecast Over/Under Amount for Year Y-1 is the difference between:
0] such amount for Year Y-1 as forecast in the CDSP Budget for Year Y-1; and
(i) such amount for Year Y-1 as forecast when preparing the CDSP Budget for
Year Y; and
(b) the Outturn Over/Under Amount for Year Y-2 is the difference between:
0] such amount as forecast when preparing the CDSP Budget for Year Y-1; and
(i) such amount in outturn for Year Y-2 as determined from the Annual Accounts
for Year Y-2.

3.5 Accounting principles
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4

4.1

41.1

41.2

4.1.3

41.4

4.2

42.1

The CDSP Budget and Annual Accounts for each CDSP Year shall be prepared on an accruals
basis in accordance with UK Generally Accepted Accounting Practice (UK GAAP).

CDSP Budget and Charge Bases
Overview
The CDSP Budget for the Charging Year is established for the purposes (among other things) of

determining the following Charge Bases in order to calculate Charges as provided in this
Document:

(a) Annual Service Charge Base;
(b) Charge Bases for Specific Services (including Mandatory Specific Services);
(c) Core Annual Service Charge Base;

(d) Annual DCC Service Charge Base;
(e) Annual Change Charge Base;

) Annual Infrastructure Charge Base; and

(9) Annual DCC Investment Charge Base.

The CDSP Budget will include:

€) amounts in respect of forecast Costs in accordance with paragraph 4.3; and

(b) adjustments to such amounts to determine Charge Bases in accordance with
paragraphs 4.4 and 4.5.

The document containing the CDSP Budget may contain information relating to CDSP Years after the
Charging Year but any such information has no effect for the purposes of the DSC and only the

information relating to the Charging Year shall be counted as the CDSP Budget.

For the avoidance of doubt, when the CDSP Budget for a CDSP Year has been finalised as provided
in paragraph 4.6.3(d):

€) a Customer may not challenge or dispute the CDSP Budget other than by an appeal
subject to and in accordance with paragraph 4.7; and

(b) the CDSP Budget may not be amended other than:

0] by a Budget Amendment subject to and in accordance with paragraph 4.7 or 4.8;
or
(i) by the CDSP to correct a minor mistake (not being a forecast error) with the

approval of the Committee by a Unanimous Vote.
Statement of planning principles

The CDSP will establish a Statement of Planning Principles for the Charging Year setting out the
basis on which the CDSP will establish the CDSP Budget.
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4.2.2

4.2.3

4.3

43.1

4.4

44.1

442

4.4.3

The Statement of Planning Principles will address matters such as the planning period,
planning assumptions, the strategic context, the scope of CDSP Services and the basis of
financial forecasts.

The Statement of Planning Principles will cover all activities of the CDSP (including provision
of Services including Additional Services, Third Party Services, CSS Services, Service
Change Procedures, infrastructure development including DCC Investment).

Forecast Costs

On the basis of the Statement of Planning Principles, the CDSP will establish the CDSP
Budget in respect of Costs for the Charging Year by assessing the forecast input costs of
performing the activities planned, in the following categories:

(a) Service Costs; and
(b) Investment Costs divided into:
0] Infrastructure Costs, divided between:

(aa) Costs relating to UK Link Gemini; and

(bb) Costs other than relating to UK Link Gemini (Balance-of-
Infrastructure); and

(i) Change Costs,

(and sub-divided between DCC related and non-DCC related activities and into further
categories to the extent required for the purposes of this Document).

Non-DCC related Costs -adjustment for margin

The CDSP will adjust the forecast Costs (in each category in paragraph 4.3.1 excluding DCC
Costs) by adding a margin, to determine the following Charge Bases:

€) Annual Service Charge Base; and
(b) Investment Charge Base divided into:
0] initial Infrastructure Charge Base, divided between UK Link Gemini and

Balance-of-Infrastructure; and
(ii) Change Charge Base,

(and each sub-divided into further Charge Bases to the extent required for the purposes of
this Document).

The margin (expressed as a percentage) will be the same for each category of Costs and will
be set at a level which ensures that the CDSP maintains an adequate level of working capital
during the Charging Year in respect of non-DCC related activities (taking account of such
working capital at the start of the year including that funded by margin in prior CDSP Years).

The CDSP Budget will set out how the level of margin has been determined in accordance
with paragraph 4.4.2.
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4.5 Non-DCC related Charge Bases - adjustments

4.5.1 The CDSP will adjust the Annual Service Charge Base for the Charging Year (Y):

(@)

(b)

(©)

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of Customer Charges, Specific Service Charges, Additional Service
Charges and Third Party Service Charges;

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of:

() the Annual Service Charge Base;

(i) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Under
Amount for CDSP Year Y-2 in respect of:

() the Annual Service Charge Base;

(ii) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges.

45.2 The Core Annual Service Charge Base is the Annual Service Charge Base adjusted as
provided in paragraph 4.5.1.

4.5.3 The CDSP will adjust the initial Infrastructure Charge Base, to determine the Infrastructure
Charge Base:

(@)

(b)

(€)

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Infrastructure Charge Base; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Infrastructure Charge Base,

applying such adjustment separately to the Infrastructure Charge Base (and in
respect of Infrastructure Costs for Y-1 and Y-2) for UK Link Gemini and for Balance-
of-Infrastructure.

4.6 DCC related Charge Bases

4.6.1 The CDSP will calculate the Annual DCC Service Charge Base for a Charging Year (Y):

(@)
(b)

by determining the aggregate DCC Service Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Service Charges;
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(©)
(d)

()

(f)

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Service Charge Base;

by adding or deducting (as appropriate) the Outturn Over/Under Amount for
CDSP Year Y-2 in respect of the Annual DCC Service Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Service Charges.

4.6.2 The CDSP will calculate the Annual DCC Investment Charge Base for a Charging Year (Y):

(@)
(b)

(€)
(d)

(e)

(f)

by determining the aggregate DCC Investment Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Investment Charges;

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Investment Charge Base;

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Annual DCC Investment Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Investment Charges.

4.6.3 The margin (in paragraphs 4.6.1(c) and 4.6.2(c) respectively will be set at a level which
ensures that the CDSP maintains an adequate level of working capital during the Charging
Year in respect of the relevant DCC related activities (taking account of such working capital at
the start of the year including that funded by margin in prior CDSP Years).

4.6.4 The CDSP Budget will set out how the levels of margin have been determined in accordance
with paragraph 4.6.3.

4.6.5 The CDSP may decide to divide a CDSP Year into a number of shorter periods (each a whole
number of Months) for the purposes of paragraph 4.6.2, in which case:

(@)

(b)

(©)

each such period shall be treated as a separate Charging Year for the purposes
of paragraphs 4.6.2 and 7.4;

the amounts (for the CDSP Year as a whole) in paragraphs 4.6.2(d), (e) and (f)
shall be allocated to each such separate period pro rata the number of Months in
each such period;

a separate Annual DCC Investment Charge Base shall be determined for each
such period.

4.7 Annual Process

4.7.1 The process for establishing the CDSP Budget for Charging Year Y is as set out below.
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4.7.2 The CDSP will:

@)

(b)
(©)

(d)

by 30 June in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft Statement of Planning Principles;

discuss the draft with the Committee;

take into account, as it considers appropriate, the views of the Committee in finalising
the Statement of Planning Principles; and

by 31 July in CDSP Year Y-1, send the final Statement of Planning Principles to the
Committee and each Customer.

4.7.3 The CDSP will:

@)

(b)
(©)

(d)

(e)

by 31 October in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft CDSP Budget;

discuss the draft with the Committee;

provide to the Committee and each Customer such further information as the
Committee may reasonably require in connection with its review of the draft CDSP
Budget;

take into account, as it considers appropriate, the views of the Committee in finalising
the CDSP Budget, and provide to the Committee a report that outlines the actions
taken in response to the views of the Committee; and

by the end of January in CDSP Year Y-1, send the final CDSP Budget to the
Committee and each Customer.

4.7.4 The CDSP may (after the step at paragraph 4.7.3(b)) provide a further draft or drafts of the
CDSP Budget to the Committee before finalising and sending the CDSP Budget under the
step at paragraph 4.7.3(e).

4.8 Budget appeal

4.8.1 A Customer may (subject to and in accordance with this paragraph 4.8) appeal the CDSP
Budget for the Charging Year on the grounds that the CDSP Budget is not fit for purpose for
the CDSP to fulfil the obligation to provide Services consistent with paragraph 7(b) of the
CDSP Licence Condition.

4.8.2 A Customer may not appeal the CDSP Budget unless:

@)

(b)

it had notified the CDSP and the Committee of its objection to the CDSP Budget
within 20 Business Days (or such longer period, not exceeding 30 Business Days, as
the Committee may allow) after the draft CDSP Budget was sent or most recently
sent to the Customer; or

the appeal relates to a change in the CDSP Budget as compared with the most
recent draft which was sent to the Customer; or
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(c) the final CDSP Budget was sent to the Customer (under paragraph 4.7.3(e)) less
than 20 Business Days after the most recent draft CDSP Budget was sent to the
Customer.

4.8.3 The Customer shall give notice of the appeal to the Authority, the CDSP and the Committee
Secretary.

4.8.4 The Customer may not give notice of appeal more than 20 Business Days after the final CDSP
Budget was sent to Customers under paragraph 4.7.3(e).

4.8.5 The notice of appeal shall set out:

(@) the basis on which the Customer considers the grounds for appeal (as provided in
paragraph 4.8.1) are met; and

(b) the amendment to the CDSP Budget, which the Customer considers necessary.

4.8.6 The Committee Secretary shall:

(a) verify with the CDSP that the conditions in paragraphs 4.8.2 and 4.8.5 are met (and, if they
are not, notify the Authority and the appealing Customer to that effect); and

(b) send a copy of the notice to each Transporter, the Committee and all Customers
within 2 Business Days after it is received.

4.8.7 Within 10 Business Days after the notice of appeal was received:

(a) the CDSP shall, after discussing the appeal with the Committee (for which purposes an
ad-hoc meeting of the Committee shall be convened), send to the Authority its opinion in
respect of the matter subject to appeal and such other information as it considers
appropriate (including any potential impact on performance of the DCC Contract), and
provide a copy of such opinion and information to the appealing Customer, the Committee
and each other Customer; and

(b) any other Customer may send to the Authority (with a copy to the CDSP and the
Committee) its opinion in respect of the matter subject to appeal.

4.8.8 The CDSP shall provide to the Authority such further information as the Authority may request in
connection with the appeal.

4.8.9 The Parties shall comply with any procedure or other requirement specified by the Authority for the
purposes of considering the appeal.

4.8.10 If more than one notice of appeal is received, the CDSP will invite the Authority to make a single
or composite decision and direction in respect of all such appeals.

4.8.11 Until and unless the appeal is decided by the Authority, the CDSP shall proceed with the
performance of the DSC (including the calculation and invoicing of Charges) on the basis of the
CDSP Budget as finalised and sent under paragraph 4.7.3(e); and Customers shall pay such
Charges so calculated and invoiced.

4.8.12 The appeal will be decided by the Authority's direction to the Transporters as provided in
paragraph 13 of the CDSP Licence Condition.
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4.8.13 When the appeal is decided:

@) the Transporters shall notify the Authority’s direction to the CDSP with a copy to the
Committee; and

(b) the CDSP shall send a copy of such direction to each Customer.

4.8.14 Where the Authority’s direction requires a change in the CSDP Budget:

€) the CDSP will, as soon as is reasonably practicable, amend the CDSP Budget to make
the required change(s) in accordance with the direction;

(b) to the extent necessary, the CDSP will revise its planned activities for the Charging Year so
as to allow for such change;

(©) the Committee has no power to make a decision which conflicts with implementation of the
Authority’s direction;

(d) the CDSP may seek the Committee's views on any revision of its planned activities as provided
in paragraph (b);

(e) the CDSP will send the Amended Budget to the Authority, the Committee and each
Customer; and

4] paragraph 4.10 shall apply.

4.8.15 If a question arises as to what is necessary to comply with the Authority's direction, the CDSP and the
Committee shall not decide such question without the approval of the Transporters.

4.9 Budget Amendment

4.9.1 This paragraph 4.9 applies if at any time following the finalisation of the CDSP Budget for the Charging
Year:

€)] it appears to the CDSP that:

0] it will, during the Charging Year, incur Costs which were not included in the CDSP
Budget;
(ii) as a result, it will or is likely at any time within the CDSP Year to be unable to pay its

Costs as they fall due for payment (financial deficit); and

(iii) it is not feasible to resolve the financial deficit by rescheduling activities so as to defer
or avoid the incidence of Costs without failing or risking failure to meet any of its
obligations or responsibilities under the DSC or any TPS Agreement; or

(b) it appears to the CDSP that:

() it will not incur Costs during the Charging Year which were included in the
CDSP Budget; and
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(ii) the amount of such Costs (in aggregate, and net of any increase in other
Costs) exceeds 15% of the total Costs in the CDSP Budget; or

C) It appears to the CDSP that:

i) itwill not incur Costs during the Charging Year which were included in
the CDSP Budget; and

i) the amount of such Costs (in aggregate, and net of any increase in
other Costs) does not exceed 15% of the total Costs in the CDSP
Budget; and

iiiy the CDSP believes there is a requirement to amend the CDSP Budget.

4.9.2 Where paragraph 4.9.1(a) applies:

(a) the CDSP shall promptly inform the Committee of the situation and discuss with
the Committee any measures (including any rescheduling of activities under the
Service Change Procedures or in respect of any infrastructure development)
which may avoid or mitigate the financial deficit without any material impact on
the provision by the CDSP of Services;

(b) unless the financial deficit can be avoided by measures approved by the
Committee under paragraph (a), the CDSP Budget shall be amended to include
such additional Costs, as follows;

(c) the CDSP shall prepare and send to each Customer and the Committee:

0] a draft of the amended CDSP Budget (and if appropriate an
amendment of the Statement of Planning Principles) which will
address the financial deficit; and

(i) a proposed timetable for review and finalisation of the Budget Amendment;

(d) steps equivalent to those in paragraph 4.7.3 shall apply in relation to the Budget
Amendment on the basis of such timetable (as it may be revised by
agreement between the CDSP and the Committee); and

(e) paragraph 4.10 shall apply.
4.9.3 Where either paragraph 4.9.1(b) or 4.9.1(c) applies:

€) the CDSP shall promptly inform the Committee of the situation, and discuss with
the Committee whether the relevant Costs are likely to be incurred in the following
CDSP Year, or there are activities of the CDSP planned for the following CDSP
Year which could be brought forward; and

(b) as part of such discussions the CDSP shall present any amendment it believes is
required to the CDSP Budget and Annual Charging Statement for the Committee’s
consideration and approval;

(c) following such discussions, and if (having regard to the inconvenience for
Customers of a revision of the Annual Charging Statement) the Committee gives
its approval, the CDSP Budget shall be amended to exclude such avoided Costs
(or such amount of them as the Committee requires).

Page 17





4.9.5

4.9.6

4.10

4.10.1

4.10.2

4.10.3

51

511

51.2

5.2

521

4.9.4 For the avoidance of doubt, the CDSP shall not amend the CDSP Budget without
first discussing the proposed amendment with the Committee and without the consent of
the Committee.

The CDSP on behalf of the Transporters shall notify the Authority of the Budget
Amendment and the consequent increase or decrease in Charges as provided in
paragraph 4.9 as soon as the Budget Amendment is made.

Unless the Authority directs the Transporters to the contrary, a Budget Amendment may
not be appealed under paragraph 4.8.

Revision of Annual Charging Statement
This paragraph 4.10 applies where the CDSP amends the CDSP Budget:

€)) following an appeal in accordance with paragraph 4.8; or

(b) in accordance with paragraph 4.9.

The CDSP shall prepare and send a revised Annual Charging Statement to the Committee
and each Customer at the same time that it sends the amended Budget to the Committee
and Customers pursuant to paragraph 4.8.14(e) or (as the case may be) paragraph
4.9.2(c).

The revised Annual Charging Statement:

@ shall be determined in accordance with the rules in this Document by reference to
the Amended Budget but so that the increase or decrease (pursuant to the
amendment of the CDSP Budget) in each Charge Base (or each affected Charge
Base) is recovered or rebated through Charges to Customers in the period from the
effective date (in accordance with paragraph (b)) of the revision until the end of the
Charging Year; and

(b) the revision of the Annual Charging Statement shall be effective from the next
Month for which Invoices have not already been sent (or, if later, the first Month
of the CDSP Year), and shall be used for the purposes of determining all

Charges to Customers in respect of that Month and subsequent Months in the
CDSP Year.

Calculation of General Service Charges
Allocation of Core Annual Service Charge Base

The CDSP will apply the Cost Allocation Model to allocate the Core Annual Service Charge
Base to each of the General Service Areas in the Charge Base Apportionment Table.

The amount of the Core Annual Service Charge Base allocated to each General Service
Area is the Annual Service Area Charge Base for the General Service Area.

Apportionment of Annual Service Area Charge Base
For each General Service Area, the Annual Service Area Charge Base is apportioned
between each Customer Class in the Area Customer Group on the basis of the

proportions set out in the Charge Base Apportionment Table.
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52.2

5.3

5.3.1

54

54.1

55

55.1

5.5.2

5.5.3

5.6

5.6.1

5.6.2

6

The amount of the Annual Service Area Charge Base for a General Service Area
apportioned to each Customer Class is the Annual Service Area Class Charge Base for
the Customer Class.

Aggregation of Annual Service Area Class Charge Base
For each Customer Class:

(a) the Annual Service Area Class Charge Base is aggregated over all General
Service Areas; and

(b) the aggregate amount is adjusted by adding or deducting (as appropriate):

0] the Class Change Forecast Over/Under Amount for CDSP Year Y-1
for that Customer Class; and

(i) the Class Change Outturn Over/Under Amount for CDSP Year Y-2
for that Customer Class,

(in accordance with paragraph 8.4) and the resulting amount is the Annual Customer
Class Service Charge Base.

Monthly Customer Class Charge Base

The Monthly Customer Class Service Charge Base for each Customer Class is 1/12 of
the Annual Customer Class Service Charge Base.

General Service Charges

For each Month in the Charging Year, the General Service Charge for each Shipper User
is calculated as the Monthly Shipper Charging Share (for that Month) of the Monthly
Customer Class Service Charge Base for Shipper Users.

For each Month in the Charging Year, the General Service Charge for each DN Operator
and Independent Gas Transporter is calculated as follows:

€) for each Network Customer Class, calculate the Relevant Transporter Annual
Charging Share (for that year) of the Monthly Customer Class Service Charge
Base; and

(b) aggregate the amounts in paragraph (a) over all Network Customer

Classes to determine the General Service Charge.

For each Month in the Charging Year, the General Service Charge for National Grid
NTS is equal to the Monthly Customer Class Service Charge Base.

DCC Shipper Service Charges
The Monthly DCC Service Charge Base is 1/12 of the Annual DCC Service Charge Base.
For each Month in the Charging Year the DCC Shipper Charge for each Shipper User is
calculated as the Shipper Monthly Charging Share (for that Month) of the Monthly

DCC Service Charge Base.

Calculation of Specific Service Charges and Additional Service Charges
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6.1

6.1.1

6.1.2

6.2

6.2.1

6.3

6.3.1

6.3.2

6.4

6.4.1

6.4.2

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1) to
Specific Services - Forecast Demand

In the CDSP Budget the CDSP will forecast the usage of or demand for each Service Line
for a Specific Service (including any Mandatory Specific Service) in the Charging Year.

Such usage or demand is expressed by reference to the Charging Measure and
where applicable the Charging Period for the Specific Service (including any
Mandatory Specific Service) as provided in the CDSP Service Description.

Cost forecast and Charge Base
For each Specific Service (including any Mandatory Specific Service) the CDSP will:

(@) forecast the Costs of the Specific Service (including any Mandatory Specific
Service) on the basis of the forecast usage or demand; and

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1)
to the forecast Costs.

Unit charge

For each Specific Service (including any Mandatory Specific Service) the unit Specific
Service Charge is calculated by dividing the
Charge Base by the amount (expressed by reference to the relevant Charging Measure
and where applicable the Charging Period) of the forecast demand or usage.

No adjustment is made in respect of the Specific Service Charges determined in
accordance with paragraph 6.3.1 by reference to outturn Costs of, or usage of or demand
for, the relevant Specific Service (including any Mandatory Specific Service).

Additional Service Charges
Before making an Additional Services Offer the CDSP shall:

€) estimate the Costs of providing the Additional Service in the CDSP Year in
which the Additional Service will start (to include any Costs of developing the
Additional Service);

(b) add the applicable margin (in accordance with paragraph 4.4.1) for that CDSP
Year to determine a Charge Base;

(c) determine an Additional Service Charge, or basis (and, where applicable,
measure of usage) for calculating an Additional Service Charge, and an
invoicing frequency, which will recover such Charge Base over the period in that
CDSP Year in which the Additional Service is provided; and

(d) decide whether the Charge should be subject to any adjustment to reflect
outturn Costs (or where applicable usage) as compared with what was
estimated in a CDSP Year.

For any CDSP Year after the first in which the Additional Service is provided, the CDSP will:

€) estimate the Costs and determine the Charge Base for the Additional Service; and
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(b) determine (on the basis referred to in paragraph 6.4.1(c) and (d)) the
Additional Service Charge for the CDSP Year,

but the CDSP may continue to apply the prior year’s Charge if it considers that (on the
above basis) there would be no significant change.

7 Infrastructure Charges and DCC Shipper Investment Charges
7.1 Introduction

7.1.1 Infrastructure Charges are payable by Customers in respect of the Costs incurred by
the CDSP in the Charging Year in renewing, replacing or upgrading fixed assets.

7.2 Non-DCC related investment - Annual Customer Class Infrastructure Charge Base

7.2.1 Subject to paragraph 7.2.3, for each Customer Class the Annual Customer
Class Infrastructure Charge Base for the Charging Year is calculated as:

AICBba * AACCSCB / Y AACCSCB
where
AICBbal is the Annual Infrastructure Charge Base for Balance-of-Infrastructure;

AACCSCB is the Adjusted ACCSCB calculated in accordance with paragraph 7.2.2;
and

> is the sum over all Customer Classes.

7.2.2 The Adjusted ACCSCB is the amount calculated for each Customer Class as the Annual
Customer Class Service Charge Base in accordance with paragraph 5.3.1 on the basis
that the aggregation over Service Areas excludes the following Service Areas relating to
UK Link Gemini and Managing Change:

€) Service Area 8 - Credit risk management (including cash collection) and
management of neutrality accounting processes;

(b) Service Area 13 — Managing Change; and
(© Service Area 14 - Gemini system services.

7.2.3 For National Grid NTS, the Annual Customer Class Infrastructure Charge Base is the sum
of:

(a) the amount determined in accordance with paragraph 7.2.1; and

(b) the whole of the Annual Infrastructure Charge Base for UK Link Gemini.

7.3 Non-DCC related investment - Monthly Infrastructure

Charges 7.3.1 For each Customer in any Customer Class:

€) subject to paragraph (b), the Monthly Infrastructure Charge for each Month in
the Charging Year is calculated as the Customer’s Monthly Charging Share of
1/12 of the Annual Customer Class Infrastructure Charge Base for the relevant
Customer Class; and
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7.4

7.4.1

7.4.2

(b) for DN Operators and Independent Gas Transporters the Monthly
Infrastructure Charge is calculated by aggregating the amounts in paragraph
(a) over the Network Customer Classes.

DCC Shipper Investment Charges

The Monthly DCC Investment Charge Base for a Month in a Charging Year is 1/M of the
Annual DCC Investment Charge Base; where M is 12 or, where (in accordance with
paragraph 4.6.5) the Charging Year is a shorter period, the number of Months in such
period.

For each Month in the Charging Year the DCC Shipper Investment Charge for each
Shipper User is calculated as the Shipper Monthly Charging Share (for that Month) of the
Monthly DCC Investment Charge Base.

8 Change Charges

8.1

8.1.1

8.1.2

8.1.3

8.2

Introduction

Change Charges are payable by Customers in respect of Service Changes for which the
CDSP performs activities under the Service Change Procedures, excluding those activities
referred to in paragraph 2.2.5, in the Charging Year (Chargeable Change Activities) (and
for the avoidance of doubt such activities do not include the operation of the DCC Contract
Change Procedures).

This paragraph 8 sets out the basis on which:
€) for General Service Changes:

0] Change Charges for Customers will be calculated after the Charging
Year (paragraph 8.2);

(ii) Provisional Change Charges for Customers are calculated
before the Charging Year (paragraph 8.3); and

(iii) a reconciliation and adjustment in respect of Change Charges is
made after the Charging Year (paragraph 8.4); and

(b) for Specific Service (including any Mandatory Specific Service) Changes, specific
Change Charges will be determined.

The total Change Charge Base (Change Budget) in the CDSP Budget for a CDSP Year
shall be determined as the sum of:

€) the estimated Charge Base in respect of Chargeable Change Activities for all
General Service Changes taken into account in the CDSP Budget (as provided
in paragraph 8.3.2(a); and

(b) an additional amount sufficient to cover the likely Costs of any Changeable
Charge Activities (for General Service Changes) which are not foreseen in the
CDSP Budget.

Calculation of Change Charges for General Service Changes
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(ii) between each Customer Class, on the basis of the proportions set out in the

8.2.1 For each General Service Change for which the CDSP performs a Chargeable
Change Activity in the Charging Year:

(a) the Service Change is assigned to a Service Area by reference to the Service
Line or Service Lines to which the Service Change relates;

(b) if the Service Change relates to Service Lines in more than one Service Area,
the Service Change is assigned to each such Service Area in proportions
determined by the CDSP to reflect its assessment of the proportions in which
the Change Costs are allocable to each such Service Area;

(c) the Change Costs of Chargeable Change Activities are determined in
accordance with the Cost Allocation Methodology;

(d) the Charge Base is calculated by adding a margin (in accordance with
paragraph 4.4.1) to such Costs; and

(e) the Charge Base is apportioned:

0] where relevant, between Service Areas, in the proportions determined
under

paragraph (b); and
(i) between each Customer Class, on the basis of the proportions set out
in the Charge Base Apportionment Table for the relevant Service Area
or Areas.
8.2.2 For each Customer Class, the Annual Class Change Charge Base is calculated as:

>saYsc ACBsc
where
Y sA is the sum over Service Areas;
Ysc is the sum over General Service Changes for a Service Area; and

ACBsc is the amount of the Charge Base in respect of each General Service
Change apportioned to the Customer Class under paragraph 8.2.1(e).

8.2.3 The Change Charge payable by each Customer for General Service Changes for the
Charging Year is the Customer's Annual Charging Share of the Annual Class Change
Charge Base (aggregated for DN Operators and Independent Gas Transporters over all
Network Customer Classes).

8.3 Provisional Change Charges

8.3.1 For each Month of the Charging Year Customers will pay Charges (Provisional
Change Charges) calculated in accordance with this paragraph 8.3 in respect of
General Service Changes.

8.3.2 For each Customer Class, the Provisional Annual Class Change Charge Base shall
be determined, as follows:
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8.3.3

8.34

8.35

8.4

(@)

(b)

()

for each General Service Change which is taken into account in the CDSP
Budget, the CDSP will estimate the relevant Costs and (by adding a margin
in accordance with paragraph 4.4.1) determine the Charge Base;

the amount of the Charge Base for each such Service Change will be increased
by a percentage uplift as provided in paragraph 8.3.4; and

the CDSP will estimate the Annual Class Change Charge Base (as provided
in paragraph 8.2.2) on the basis of the uplifted amounts referred to in
paragraph (b), and such estimate is the Provisional Annual Class Change
Charge Base.

For each Customer the Provisional Change Charge for a Month is its Monthly Charging
Share of 1/12 of the Provisional Annual Class Change Charge Base (aggregated for DN
Operators and Independent Gas Transporters over all Network Customer Classes).

The percentage uplift in paragraph 8.3.2(b) will be set so as to allow the CDSP to recover,
by Provisional Change Charges, the whole of the Change Budget.

No adjustment shall be made within the Charging Year in respect of the Provisional
Class Annual Change Charge Base for any Customer Class.

Adjustment in respect of provisional charges

8.4.1 In relation to a CDSP Year Y, the CDSP will, when preparing the CDSP Budget for Year Y:

8.4.2

8.5

(@)

(b)

determine the Forecast Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-1; and

on the basis of what is determined under paragraph (a), determine for each
Customer Class the Forecast Over/Under Amount in respect of the Annual
Class Change Charge Base for Year Y-1,

and the amount determined under paragraph (b) for each Customer Class is the Class
Change Forecast Over/Under Amount for Year Y-1 (and is applied as set out in
paragraph 5.3.1(b)(i)); and

(©)

(d)

determine the Outturn Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-2; and

on the basis of what is determined under paragraph (c), determine for each
Customer Class the Outturn Over/Under Amount in respect of the Annual Class
Change Charge Base for Year Y-2,

and the amount determined under paragraph (d) for each Customer Class is the Class
Change Outturn Over/Under Amount for Year Y-2 (and is applied as set out in
paragraph 5.3.1(b)(ii)).

For avoidance of doubt, paragraph 8.4.1 shall apply in respect of all General Service
Changes including any which were not foreseen in the CDSP Budget for Year Y-1 or Y-

2.

Change Charges for Specific Service Changes
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8.5.1 Where a Service Change is made to add or vary a Specific Service (including any
Mandatory Specific Service), as part of the Service Change Procedures the
methodology for calculating Change Charges in respect of the Change Costs of
Chargeable Change Activities will be established in accordance with the Change
Management Procedures.

8.5.2 Such methodology shall provide for:

(a) the basis on which, in each CDSP Year, Change Charges are to be calculated
by reference to the Charge Base (on the basis of Costs accruing in the CDSP
Year) for the Specific Service (including Mandatory Specific Service) Change;

(b) the Customer(s) or Customer Class(es) who are to pay such Change Charges;

(c) the CDSP to forecast such Change Costs and determine a Charge Base
when preparing the CDSP Budget; and

(d) an adjustment in respect of such Change Charges after the CDSP Year to
reconcile Forecast Over/Under Amounts and Outturn Over/Under Amounts.

8.5.3 The CDSP shall amend the Specific Service Change Charge Annex to include each
such methodology when it is established.

8.5.4 The CDSP shall calculate Change Charges for each Specific Service (including
Mandatory Specific Service) Change in accordance with such methodology.

9 Annual Charging Statement
9.1 General

9.1.1 The Annual Charging Statement for the Charging Year sets out the Charge Bases and
other details determined by applying the rules in this Document to the CDSP Budget, as
set out in paragraphs 9.2, 9.3, 9.4 and 9.5.

9.1.2 The Annual Charging Statement shall contain supporting information sufficient to explain
how the Charge Bases and Charges set out in the statement have been calculated (on the
basis of the rules in this Document) by reference to the CDSP Budget for the Charging
Year and (where applicable) the CDSP Budget or Annual Accounts for any prior CDSP
Year.

9.1.3 The CDSP shall, by 31 January in Year Y-1, prepare and send the Annual
Charging Statement to the Committee and each Customer.

9.1.4 The CDSP shall keep the Annual Charging Statement under review, but it is
acknowledged that:

€) the Annual Charging Statement sets out the result of the application of the rules in
this Document to the CDSP Budget;

(b) accordingly, in the absence of:
0) an error in the application of such rules; or
(i) a Budget Amendment; or
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9.15

9.1.6

9.2

9.21

9.2.2

9.3

9.31

9.4

(iii) an amendment of this Document taking effect within the Charging
Year; no review or amendment of the Annual Charging Statement is likely to be
required; and

(c) if this Document complies with the requirements referred to in GT Section
D1.2.2(a)(ii)) it can be assumed that the Annual Charging Statement
complies with those requirements.

If any Party considers there is an error in the Annual Charging Statement such Party shall
notify the Committee and the CDSP; and the CDSP shall discuss the matter with the
Committee and (where necessary to ensure the statement complies with this Document)
shall correct and reissue the Annual Charging Statement.

For the avoidance of doubt, the CDSP shall not amend the Annual Charging Statement
without first discussing the proposed amendment with the Committee and without the
consent of the Committee.

Service Charges

In respect of General Service Charges, the Annual Charging Statement will set out:

@ for each Service Area:

0] the Annual Service Area Charge Base; and

(ii) for each Customer Class, the Annual Service Area Class Charge Base; and
(b) for each Customer Class, the Annual Customer Class Service Charge Base.

In respect of Specific Service Charges, the Annual Charging Statement will set out, for each
Service Line:

€) the Charge Base for each Service Line; and

(b) the unit Service Charge based on the applicable Charging Measure.
Infrastructure Charges

In respect of Infrastructure Charges, the Annual Charging Statement will set out:

(a) the Annual Infrastructure Charge Base (separately for UK Link Gemini and
Balance-of-Infrastructure); and

(b) for each Customer Class, the Annual Customer Class Infrastructure Charge Base.

Change Charges

9.4.1 In respect of Change Charges for General Service Charges, the Annual Charging Statement

will set out the Provisional Annual Class Change Charge Base for each Customer Class.
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9.4.2 In respect of Change Charges for Specific Service (including Mandatory Specific Service)
Changes, the Annual Charging Statement will set out, for each Specific Service (including
Mandatory Specific Service) Change:

(@)
(b)

the Charge Base; and

such other charging information as is provided for in the methodology in the
Specific Service Change Charge Annex.

9.5 DCC Charges

9.5.1 In respect of DCC Charges, the Annual Charging Statement will set out:

(@)
(b)

the Annual DCC Service Charge Base; and

the Annual DCC Investment Charge Base.

10 Payment and Invoices

10.1 Obligation to pay

10.1.1 Each Customer shall pay to the CDSP:

(@)
(b)
(©)
(d)
(e)
(f)

the Customer Charge;

the General Service Charge in respect of each Month;

Specific Service Charges in respect of each Month or other Charging Period;
the Monthly Infrastructure Charge in respect of each Month;

the Provisional Change Charge in respect of each Month;

the Change Charge for each Specific Service Charge in respect of each Month or
other period for which such Charge is calculated;





10.1.2

10.2

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

(9) in the case of Shipper Users only:
0] the DCC Shipper Service Charge in respect of each Month;
(ii) the DCC Shipper Investment Charge in respect of each Month;

(h) any other charge determined in accordance with Budget and Charging Methodology
and provided for in the Annual Charging Statement,

each calculated by reference to the Annual Charging Statement in accordance with the
provisions of this Document;

0] Additional Service Charges, calculated in accordance with the Additional Service
Offer for each Additional Service provided to the Customer, in respect of each Month
or other period for which such Charge is calculated; and

0] any other amount payable by the Customer pursuant to any provision of the DSC.

Amounts in respect of Charges stated in this Document or stated in or derived from the
Annual Charging Statement are exclusive of applicable value added tax (VAT), and
each Customer shall pay applicable VAT in addition to such amounts.

Invoices - general
The CDSP shall prepare and send an invoice (Invoice):

(@) to each Customer in respect of each Month setting out the amounts payable by that
Customer in respect of Charges (other than DCC Shipper Charges) for that Month or
(as applicable) for Charging Periods or other periods for which Charges are payable
in that Month;

(b) to each Shipper User in respect of each Month setting out the amounts payable by
that Shipper User in respect of DCC Shipper Charges for that Month.

The CDSP will send each Invoice for a Month (M) to the Customer by no later than the last
day of Month M (but no delay in sending an Invoice shall affect the Customer’s obligation to

make payment, based on the actual date of the Invoice).

By agreement with a Customer, the CDSP may:

€)) send different Invoices in respect of different Charges;

(b) include, in an Invoice sent in Month M, Charges for any Month or Months following
Month M; and

(©) agree a discount in respect of such Charges, for such accelerated invoicing and

payment, not exceeding the time value of such accelerated payment based on a
reasonable assumption as to the CDSP’s cost of borrowing, and to be forfeit if the
Customer is late in making payment.

Invoices shall be sent by Conventional Notice.

The CDSP shall determine the format of Invoices but shall consult the Committee before
making any material change in the format of Invoices.
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10.3

Invoice - content

10.3.1 Each Invoice shall set out (subject to paragraph 10.2.3(a)):

10.3.2

€)] the name of the Customer;

(b) the Month or (pursuant to paragraph 10.2.3(b)) Months to which the Invoice relates,
and (for Specific Services (including Mandatory Specific Services) and Additional
Charges) any other Charging Periods or other period to which the Invoice relates;

(©) except as provided under paragraph (d), the amount payable by the Customer in
respect of:

() the Customer Charge;

(i) the Monthly Service Charge;

(iii) Specific Service Charges;

(iv) the Monthly Infrastructure Charge;

(V) the Provisional Change Charge;

(vi) the Change Charge for each Specific Service Charge;
(vii) Additional Service Charges; and

(viii) any other charge or amount payable by the Customer as provided in
paragraph 10.1.1(g) or (i);

(d) in the case of an Invoice for DCC Shipper Charges, the amount payable by the
Shipper User in respect of:

0] DCC Shipper Service Charges;
(ii) DCC Shipper Investment Charges;
(e) VAT in respect of such amounts;
) such further details as are required by Law relating to VAT; and

(9) the date by which (in accordance with Clause 5.2 of the DSC Terms and Conditions)
payment is due.

Each Invoice shall set out or shall be accompanied by a statement setting out:

(@) the Customer’s Monthly Charging Share;

(b) where applicable, the Customer’s Annual Charging Share;

(c) the amount (by Charging Measure and Charging Period where applicable) of
each Specific Service (including any Mandatory Specific Service) provided to the
Customer;
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(d)

()

the basis on which the Customer’s Charges have been calculated from the
Charge Bases set out in the Annual Charging Statement and the details in
paragraphs (a) and (c) above; and

such information as may be required to show the basis of calculating a Change

Charge for a Specific Service Change in accordance with the applicable methodology
in the Specific Service Change Charge Annex.
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1 General

11 Introduction

1.1.1 This document (Document) is the Budget and Charging Methodology referred to in GT Section
D3.1.4(a)(ii) and Clause 3.3(a) of the DSC Terms and Conditions and is a CDSP Service
Document.

1.1.2 This Document is an integral part of and is incorporated in the DSC.

1.1.3 The version of this Document which is in force, and the date from which it is in force, is as stated
above.

1.2 Interpretation —general
1.2.1  In this Document:

€) DSC means the contract which is constituted by the DSC Agreement, the DSC Terms and
Conditions and each of the CDSP Service Documents;

(b) Uniform Network Code or UNC means the uniform network code prepared pursuant to
Standard Special Condition A11(6) of the gas transporter's licence, as from time to time
modified, and as made contractually binding (as incorporated into an individual gas
transporter's individual network code) by the relevant framework agreement;

(c) DSC Terms and Conditions means the DSC Terms and Conditions as defined in
and for the time being in force pursuant to GT Section D;

(d) terms defined in or for the purposes of the DSC Terms and Conditions and not
otherwise defined in this Document have the meanings given to them in the DSC
Terms and Conditions;

(e) terms defined in any other CDSP Service Document and not otherwise defined in this
Document have the meanings given to them in that CDSP Service Document; and

()] the further provisions of the DSC Terms and Conditions as to interpretation apply.

1.2.2 Inthe case of any conflict between the provisions of this Document and any other part of the
DSC, the provisions of the DSC Terms and Conditions as to priority apply.

1.3 Amendment
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1.3.1 This Document may be amended in accordance with the applicable procedures contained in the
Change Management Procedures.
14 Interpretation - specific

1.4.1 In this Document:

(@)
(b)

(©)

(d)

(e)

()

(9)

(h)

0

(k)

()

references to the Committee are to the Contract Management Committee;

Costs means any cost, debt, expense, liability or other outgoing of the CDSP,
however arising or incurred, but not including amortisation or depreciation;

the CDSP Budget is a budget setting out the Costs which the CDSP expects to incur
in a CDSP Year and the other matters provided for in paragraph 4;

a Budget Amendment is an amendment of the CDSP Budget pursuant to paragraph
4.7 or 4.8;

Charge means any charge made by the CDSP to a Customer or Third Party for the
provision of a Service or otherwise for the recovery of any Costs;

the Charging Year is the CDSP Year for which Charges are to be determined;

for the purposes of calculating any Charge or Charges, a Charge Base is the
relevant amount in respect of Costs, adjusted by a margin (and where applicable
otherwise adjusted) as provided in paragraph 4.4.1;

a Charging Share in relation to a Customer in a Customer Class is a proportion
(aggregating one (1) for all Customers in that Customer Class) by reference to which a
particular Charge Base is to be apportioned between such Customers for the purposes of
calculating a Charge;

in relation to a Specific Service (including any Mandatory Specific Service):

0] the Charging Measure is the unit or other measure (as specified in the CDSP
Service Description) by reference to which the Service is ordered or (as the
case may be) use of the Service is measured; and

(i) the Charging Period is the period (as specified in the CDSP Service
Description) in respect of which Charges for the Service are to be invoiced;

references to a Customer Class include as separate Customer Classes (each a
Network Customer Class):

0] DN Operators;
(i) Independent Gas Transporters; and
(iii) DN Operators and Independent Gas Transporters collectively;

Annual Accounts means the audited annual accounts (pursuant to Section 475 of
the Companies Act 2006) of the CDSP for a CDSP Year;

Specific Service Change Charge Annex is an Annex to this Document setting out
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the methodology for calculating Change Charges in respect of the Service Change in
respect of a Specific Service (including any Mandatory Specific Service); and

(m) General Service Area means a Service Area in respect of General Services.

1.4.2 A reference in this Document or any other part of the DSC to the Costs or Charge Base of or in
respect of any activity of the CDSP (including the provision of any Service, and the Service Change
Procedures in connection with Service Changes) is to the Costs or Charge Base attributed and/or
allocated to that activity in accordance with the Cost Allocation Methodology.

1.5 Scope and purpose

1.5.1 This Document sets out
€) the basis on which:

0] the CDSP will establish the CDSP Budget for each CDSP Year;

(i) the CDSP Budget may be appealed pursuant to the CDSP Licence
Condition;

(iii) the CDSP’s Charges for that CDSP Year are to be determined on the basis of
the forecast Costs in the CDSP Budget;

(iv) the Annual Charging Statement is to be prepared to specify such Charges for the
CDSP Year; and

(v) such Charges are to be invoiced by the CDSP; and

(b) the functions of the CDSP and the Committee in connection with the foregoing
matters.

1.5.2 As provided in the Contract Management Arrangements, no decisions of the Committee are to
be taken by the vote of Committee Representatives of a particular Customer Group only.

1.5.3 The CDSP shall keep this Budget and Charging Methodology under review and (where
appropriate to ensure it complies with the requirements referred to in GT Section D1.2.2(a)(ii))
shall propose amendments to it under the Change Management Procedures.

2 Classification of Services, Costs and Charges

2.1 Services

2.1.1 As provided in the CDSP Service Description, the Services provided by the CDSP comprise:

(a) General Services;
(b) Specific Services (including Mandatory Specific Services);
(c) Additional Services;

(d) Third Party Services; and

(e) CSS Services.
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2.1.2

2.2

221

2.2.2

2.2.3

224

2.2.5

2.2.6

2.2.7

2.2.8

2.3

23.1

General Services and Specific Services (including Mandatory Specific Services) are
defined by Service Lines and grouped into Service Areas as provided in the CDSP Service
Description.

Costs

The Costs of the CDSP comprise Service Costs and Investment Costs.

Service Costs are all Costs other than Investment Costs.

Investment Costs are Change Costs and Infrastructure Costs.
Change Costs are Costs of the CDSP in respect of:

€) the Service Change Procedures set out in the Change Management Procedures,
subject to paragraph 2.2.5; and

(b) the operation of the DCC Contract Change Procedures.

The following Costs of the Service Change Procedures under the Change Management
Procedures in respect of any proposed Service Change are not Change Costs (and not
Investment Costs), and accordingly are Service Costs:

€) Costs incurred up to and including the point at which the Change Management
Committee approves or is deemed to approve an Evaluation Quotation Report sent by
the CDSP; and

(b) in the circumstances specified in the Change Management Procedures, Costs of
Business Evaluation in respect of a Modification Service Change where:

0) the relevant Code Modification was not approved; and
(i) such Business Evaluation was carried out before such non-approval
occurred.

Infrastructure Costs are Costs of the CDSP, other than Change Costs, in respect of the
renewal, replacement or upgrade of fixed assets employed by the CDSP in the provision of
Services (excluding fixed assets employed and financed by a contractor or supplier of the
CDSP).

For the avoidance of doubt, Costs of the CDSP in respect of the development of Additional
Services and Third Party Services are charged for as part of the Charge for those Services, and

are not included in Change Costs (or in the Change Budget).

For the purposes of this Document, any revenues or other amounts (such as payments from
contractors or suppliers) received by the CDSP, other than in respect of Charges, shall be
treated as negative Costs.

DCC Contract
In relation to the DCC Contract:
(a) DCC Costs comprise:

0] Costs (DCC Service Costs) in respect of the provision of CSS Services
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2.3.2

2.3.3

(including for the avoidance of doubt any liabilities incurred by the CDSP to any
person under or in connection with the DCC Contract);

(i) Costs (DCC Investment Costs) comprising:

(aa) costs (other than costs within paragraph (bb) relating to the design,
development, renewal, replacement and upgrade of fixed assets
employed by the CDSP in the provision of CSS Services; and

(bb) costs of the CDSP in the operation of change management
procedures under the DCC Contract including the design, development

and implementation of changes to CSS Services (DCC Contract
Change Procedures);

((aa) and (bb) together DCC Investment):
(b) DCC Charges comprise:

0] Charges (DCC Service Charges) payable by the DCC pursuant to the DCC
Contract in respect of the CSS Services; and

(ii) Charges (DCC Investment Charges) payable by the DCC pursuant to the DCC
Contract in respect of DCC Investment;

(©) DCC Shipper Charges comprise:

0] Charges (DCC Shipper Service Charges) to Shipper Users in respect of the net
costs or revenues of providing CSS Services; and

(i) Charges (DCC Shipper Investment Charges) to Shipper Users in respect of the
net costs or revenues of DCC Investment

in each case taking into account revenues received by the CDSP in respect of DCC Charges.

DCC Shipper Charges may be positive (in which case they are payable to the CDSP) or
negative (in which case they are payable by the CDSP).

In implementing the provisions of this Document the CDSP shall account separately for the
Costs, Charges and revenues associated with those of the CDSP's activities which are:

€) associated with the DCC Contract (DCC related); and

(b) not associated with the DCC Contract (non-DCC related).

2.4 Charges

2.4.1 The CDSP's Charges comprise:

(a) a Charge (Customer Charge) in respect of participation as a Customer under the
DSC;

(b) the following Charges in respect of Services:
0] charges (General Service Charges) made in respect of General Services;
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242

243

3.1

3.1.1

(i) charges (Specific Service Charges) made in respect of Specific Services
(including Mandatory Specific Services);

(iii) charges (Additional Service Charges) made in respect of Additional
Services; and

(iv) charges (Third Party Service Charges) made in respect of Third Party
Services;

(v) DCC Service Charges and DCC Shipper Service Charges;

(c) the following Charges in respect of Investment Costs:

() charges (Change Charges) made to recover non-DCC related Change
Costs; and
(ii) charges (Infrastructure Charges) made to recover non-DCC related

Infrastructure Costs;
(i) DCC Investment Charges and DCC Shipper Investment Charges.

Except for Third Party Service Charges and DCC Charges, all categories of Charge are
payable by and only by Customers.

The amount of the Customer Charge is £nil per annum.

Preliminary

Charge Base Apportionment Table

For the purposes of calculating General Service Charges, the Charge Base Apportionment
Table is the table below which sets out the proportions in which amounts in respect of

Service Costs in each Service Area (for General Services) are to be apportioned between
different Customer Classes:
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Customer Classes

Transporters
Distribution
. DN Independent
No Service Areas Shipper | National Operaters Operators Gas
Users Grid Transporters
NTFE Independent
National
Gas Hrohspertors
1 Manage Shipper 100% - - -
Transfers
2 Monthly AQ Processes 100% - - -
3 Manage updates to 90% - 10% -
customer portfolio
4 Meter Read/Asset 33% - 67% -
processing
5 Demand Estimation 50% - 50% -
obligations
6 Customer Relationship 63% 9% 25%- -3%
Management
7 Customer - 50% 50% -
Joiners/Leavers (UK Gas
Market)
8 Energy Balancing (Credit - 100% - -
Risk Management)
9 Customer Reporting (all 34% 7% 52%- -1%
forms)
10 | Invoicing Customers - 12% 88% -
11 | Management of 40% 5% -49% 1%
Customer Issues
12 | Customer Contacts 50% 6% -39% -5%
13 | Managing Change 51% 7% 40% 2%
14 Distribution Network 100%
Whoallv Funded
15 | Decarbonisation 100%
16 PAFA/PAC/AUGE 50% 44% 6%
Services
17 Cent_ral Switching _ 100%
Services Consequential
18 | CMS 90% 10%
19 | Gemini Services 100%
20 | IT Change Management 51% 7% 40% 2%
21 Informatlon Security 48% 15% 37% 1%
Services
22 | Digital Services 80% 18% 2%
14| Gemini-Serveas - 100% - -
15 | Value-Added-Services 80% - - -
16 | SentraiSwitching 100%
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3.1.2 It is recognised that Service Changes are not expected of themselves to require amendment of

3.2

the Charge Base Apportionment Table, unless the Service Change adds or removes a
Service Area or adds a new Customer Class.

Cost Allocation Model

3.2.1 The CDSP will establish and keep under review and may from time to time revise:

3.2.2

3.2.3

3.3

3.3.1

3.3.2

3.3.3

(@) a methodology (Cost Allocation Methodology) which allocates (by attributing or
otherwise allocating) Costs or a resulting Charge Base to activities of the CDSP; and

(b) in relation to General Services and Specific Services (including Mandatory
Specific Services), a model (Cost Allocation Model) which provides for the
allocation (on the basis of the Cost Allocation Methodology) of Service Costs:

0] in relation to General Services, to different Service Areas; and

(ii) in relation to Specific Services (including Mandatory
Specific Services), to different Service Lines; on the basis of the

input costs used to establish the CDSP Budget.

The CDSP shall make available to the Committee and each Customer details of the Cost
Allocation Methodology and the Cost Allocation Model and each revision thereof.

The Cost Allocation Methodology and Cost Allocation Model and their application are subject to
Contract Assurance Audit as provided in the Contract Management Arrangements.

Charging Shares

This paragraph 3.3 sets out the basis on which different Charging Shares are to be calculated f
or individual Customers within each Customer Class.

For each Customer which is a Shipper User and for each Month M, the Shipper Monthly
Charging Share is calculated as:

ASPwm/ Y ASPwm
where

ASPwis the aggregate number of the Supply Points for which the Shipper User is Registered
User as at the 1st Day of Month M; and

> is the sum over all Shipper Users.
For each Customer which is a DN Operator or an Independent Gas Transporter, and for each
Network Customer Class, and for each CDSP Year Y, the Relevant Transporter Annual

Charging Share is:
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ASPv/ Y ASPy

ASPy is the aggregate number of Supply Points of each System or (as the case may be) IGT
System operated by such DNO Operator or Independent Gas Transporter, as at 1
December in the year before the CDSP Year; and

> is the sum over:
0] all DN Operators and Independent Gas Transporters; or
(ii) all DN Operators; or

(i) all Independent Gas Transporters,





according to the Network Customer Class in

guestion. 3.3.4 In relation to a Customer Class:

€) the Monthly Charging Share for a Month is:

0] for Shipper Users, the Shipper Monthly Charging Share for the Month;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year in which the Month
falls; and

(iii) for National Grid NTS, one; and
(b) the Annual Charging Share for a CDSP Year is:

0] for Shipper Users, the arithmetic mean of the Shipper Monthly
Charging Share for all Months in that CDSP Year;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year; and

(iii) for National Grid NTS, 100%.

3.3.5 For the purposes of this paragraph 3.3:

€) a reference to a Supply Point in the context of an IGT System is to a CSEP Supply
Point as defined in TPD Section A4.6.1; and

(b) numbers of Supply Points shall be determined on the basis of the Supply Point
Register or in the context of an IGT System the CSEP Supply Point Register as
provided in TPD Section G1.22.2.

3.4 Prior year adjustments

3.4.1 For the purposes of this Document, in establishing the CDSP Budget for a CDSP Year (Y), in
relation to any amount (of Costs, Charge Base or revenue):

€) the Forecast Over/Under Amount for Year Y-1 is the difference between:
0] such amount for Year Y-1 as forecast in the CDSP Budget for Year Y-1; and
(i) such amount for Year Y-1 as forecast when preparing the CDSP Budget for
Year Y; and
(b) the Outturn Over/Under Amount for Year Y-2 is the difference between:
0] such amount as forecast when preparing the CDSP Budget for Year Y-1; and
(i) such amount in outturn for Year Y-2 as determined from the Annual Accounts
for Year Y-2.

3.5 Accounting principles
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4

4.1

41.1

41.2

4.1.3

41.4

4.2

42.1

The CDSP Budget and Annual Accounts for each CDSP Year shall be prepared on an accruals
basis in accordance with UK Generally Accepted Accounting Practice (UK GAAP).

CDSP Budget and Charge Bases
Overview
The CDSP Budget for the Charging Year is established for the purposes (among other things) of

determining the following Charge Bases in order to calculate Charges as provided in this
Document:

(a) Annual Service Charge Base;
(b) Charge Bases for Specific Services (including Mandatory Specific Services);
(c) Core Annual Service Charge Base;

(d) Annual DCC Service Charge Base;
(e) Annual Change Charge Base;

) Annual Infrastructure Charge Base; and

(9) Annual DCC Investment Charge Base.

The CDSP Budget will include:

€) amounts in respect of forecast Costs in accordance with paragraph 4.3; and

(b) adjustments to such amounts to determine Charge Bases in accordance with
paragraphs 4.4 and 4.5.

The document containing the CDSP Budget may contain information relating to CDSP Years after the
Charging Year but any such information has no effect for the purposes of the DSC and only the

information relating to the Charging Year shall be counted as the CDSP Budget.

For the avoidance of doubt, when the CDSP Budget for a CDSP Year has been finalised as provided
in paragraph 4.6.3(d):

€) a Customer may not challenge or dispute the CDSP Budget other than by an appeal
subject to and in accordance with paragraph 4.7; and

(b) the CDSP Budget may not be amended other than:

0] by a Budget Amendment subject to and in accordance with paragraph 4.7 or 4.8;
or
(i) by the CDSP to correct a minor mistake (not being a forecast error) with the

approval of the Committee by a Unanimous Vote.
Statement of planning principles

The CDSP will establish a Statement of Planning Principles for the Charging Year setting out the
basis on which the CDSP will establish the CDSP Budget.
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4.2.2

4.2.3

4.3

43.1

4.4

44.1

442

4.4.3

The Statement of Planning Principles will address matters such as the planning period,
planning assumptions, the strategic context, the scope of CDSP Services and the basis of
financial forecasts.

The Statement of Planning Principles will cover all activities of the CDSP (including provision
of Services including Additional Services, Third Party Services, CSS Services, Service
Change Procedures, infrastructure development including DCC Investment).

Forecast Costs

On the basis of the Statement of Planning Principles, the CDSP will establish the CDSP
Budget in respect of Costs for the Charging Year by assessing the forecast input costs of
performing the activities planned, in the following categories:

(a) Service Costs; and
(b) Investment Costs divided into:
0] Infrastructure Costs, divided between:

(aa) Costs relating to UK Link Gemini; and

(bb) Costs other than relating to UK Link Gemini (Balance-of-
Infrastructure); and

(i) Change Costs,

(and sub-divided between DCC related and non-DCC related activities and into further
categories to the extent required for the purposes of this Document).

Non-DCC related Costs -adjustment for margin

The CDSP will adjust the forecast Costs (in each category in paragraph 4.3.1 excluding DCC
Costs) by adding a margin, to determine the following Charge Bases:

€) Annual Service Charge Base; and
(b) Investment Charge Base divided into:
0] initial Infrastructure Charge Base, divided between UK Link Gemini and

Balance-of-Infrastructure; and
(ii) Change Charge Base,

(and each sub-divided into further Charge Bases to the extent required for the purposes of
this Document).

The margin (expressed as a percentage) will be the same for each category of Costs and will
be set at a level which ensures that the CDSP maintains an adequate level of working capital
during the Charging Year in respect of non-DCC related activities (taking account of such
working capital at the start of the year including that funded by margin in prior CDSP Years).

The CDSP Budget will set out how the level of margin has been determined in accordance
with paragraph 4.4.2.
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4.5 Non-DCC related Charge Bases - adjustments

45.1 The CDSP will adjust the Annual Service Charge Base for the Charging Year (Y):

(@)

(b)

(©)

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of Customer Charges, Specific Service Charges, Additional Service
Charges and Third Party Service Charges;

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of:

() the Annual Service Charge Base;

(i) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Under
Amount for CDSP Year Y-2 in respect of:

() the Annual Service Charge Base;

(ii) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges.

45.2 The Core Annual Service Charge Base is the Annual Service Charge Base adjusted as
provided in paragraph 4.5.1.

4.5.3 The CDSP will adjust the initial Infrastructure Charge Base, to determine the Infrastructure
Charge Base:

(@)

(b)

(€)

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Infrastructure Charge Base; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Infrastructure Charge Base,

applying such adjustment separately to the Infrastructure Charge Base (and in
respect of Infrastructure Costs for Y-1 and Y-2) for UK Link Gemini and for Balance-
of-Infrastructure.

4.6 DCC related Charge Bases

4.6.1 The CDSP will calculate the Annual DCC Service Charge Base for a Charging Year (Y):

(@)
(b)

by determining the aggregate DCC Service Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Service Charges;
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(©)
(d)

()

(f)

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Service Charge Base;

by adding or deducting (as appropriate) the Outturn Over/Under Amount for
CDSP Year Y-2 in respect of the Annual DCC Service Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Service Charges.

4.6.2 The CDSP will calculate the Annual DCC Investment Charge Base for a Charging Year (Y):

(@)
(b)

(€)
(d)

(e)

(f)

by determining the aggregate DCC Investment Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Investment Charges;

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Investment Charge Base;

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Annual DCC Investment Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Investment Charges.

4.6.3 The margin (in paragraphs 4.6.1(c) and 4.6.2(c) respectively will be set at a level which
ensures that the CDSP maintains an adequate level of working capital during the Charging
Year in respect of the relevant DCC related activities (taking account of such working capital at
the start of the year including that funded by margin in prior CDSP Years).

4.6.4 The CDSP Budget will set out how the levels of margin have been determined in accordance
with paragraph 4.6.3.

4.6.5 The CDSP may decide to divide a CDSP Year into a number of shorter periods (each a whole
number of Months) for the purposes of paragraph 4.6.2, in which case:

(@)

(b)

(©)

each such period shall be treated as a separate Charging Year for the purposes
of paragraphs 4.6.2 and 7.4;

the amounts (for the CDSP Year as a whole) in paragraphs 4.6.2(d), (e) and (f)
shall be allocated to each such separate period pro rata the number of Months in
each such period;

a separate Annual DCC Investment Charge Base shall be determined for each
such period.

4.7 Annual Process

4.7.1 The process for establishing the CDSP Budget for Charging Year Y is as set out below.
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4.7.2 The CDSP will:

@)

(b)
(©)

(d)

by 30 June in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft Statement of Planning Principles;

discuss the draft with the Committee;

take into account, as it considers appropriate, the views of the Committee in finalising
the Statement of Planning Principles; and

by 31 July in CDSP Year Y-1, send the final Statement of Planning Principles to the
Committee and each Customer.

4.7.3 The CDSP will:

@)

(b)
(©)

(d)

(e)

by 31 October in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft CDSP Budget;

discuss the draft with the Committee;

provide to the Committee and each Customer such further information as the
Committee may reasonably require in connection with its review of the draft CDSP
Budget;

take into account, as it considers appropriate, the views of the Committee in finalising
the CDSP Budget, and provide to the Committee a report that outlines the actions
taken in response to the views of the Committee; and

by the end of January in CDSP Year Y-1, send the final CDSP Budget to the
Committee and each Customer.

4.7.4 The CDSP may (after the step at paragraph 4.7.3(b)) provide a further draft or drafts of the
CDSP Budget to the Committee before finalising and sending the CDSP Budget under the
step at paragraph 4.7.3(e).

4.8 Budget appeal

4.8.1 A Customer may (subject to and in accordance with this paragraph 4.8) appeal the CDSP
Budget for the Charging Year on the grounds that the CDSP Budget is not fit for purpose for
the CDSP to fulfil the obligation to provide Services consistent with paragraph 7(b) of the
CDSP Licence Condition.

4.8.2 A Customer may not appeal the CDSP Budget unless:

@)

(b)

it had notified the CDSP and the Committee of its objection to the CDSP Budget
within 20 Business Days (or such longer period, not exceeding 30 Business Days, as
the Committee may allow) after the draft CDSP Budget was sent or most recently
sent to the Customer; or

the appeal relates to a change in the CDSP Budget as compared with the most
recent draft which was sent to the Customer; or
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(c) the final CDSP Budget was sent to the Customer (under paragraph 4.7.3(e)) less
than 20 Business Days after the most recent draft CDSP Budget was sent to the
Customer.

4.8.3 The Customer shall give notice of the appeal to the Authority, the CDSP and the Committee
Secretary.

4.8.4 The Customer may not give notice of appeal more than 20 Business Days after the final CDSP
Budget was sent to Customers under paragraph 4.7.3(e).

4.8.5 The notice of appeal shall set out:

(@) the basis on which the Customer considers the grounds for appeal (as provided in
paragraph 4.8.1) are met; and

(b) the amendment to the CDSP Budget, which the Customer considers necessary.

4.8.6 The Committee Secretary shall:

(a) verify with the CDSP that the conditions in paragraphs 4.8.2 and 4.8.5 are met (and, if they
are not, notify the Authority and the appealing Customer to that effect); and

(b) send a copy of the notice to each Transporter, the Committee and all Customers
within 2 Business Days after it is received.

4.8.7 Within 10 Business Days after the notice of appeal was received:

(a) the CDSP shall, after discussing the appeal with the Committee (for which purposes an
ad-hoc meeting of the Committee shall be convened), send to the Authority its opinion in
respect of the matter subject to appeal and such other information as it considers
appropriate (including any potential impact on performance of the DCC Contract), and
provide a copy of such opinion and information to the appealing Customer, the Committee
and each other Customer; and

(b) any other Customer may send to the Authority (with a copy to the CDSP and the
Committee) its opinion in respect of the matter subject to appeal.

4.8.8 The CDSP shall provide to the Authority such further information as the Authority may request in
connection with the appeal.

4.8.9 The Parties shall comply with any procedure or other requirement specified by the Authority for the
purposes of considering the appeal.

4.8.10 If more than one notice of appeal is received, the CDSP will invite the Authority to make a single
or composite decision and direction in respect of all such appeals.

4.8.11 Until and unless the appeal is decided by the Authority, the CDSP shall proceed with the
performance of the DSC (including the calculation and invoicing of Charges) on the basis of the
CDSP Budget as finalised and sent under paragraph 4.7.3(e); and Customers shall pay such
Charges so calculated and invoiced.

4.8.12 The appeal will be decided by the Authority's direction to the Transporters as provided in
paragraph 13 of the CDSP Licence Condition.
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4.8.13 When the appeal is decided:

@) the Transporters shall notify the Authority’s direction to the CDSP with a copy to the
Committee; and

(b) the CDSP shall send a copy of such direction to each Customer.

4.8.14 Where the Authority’s direction requires a change in the CSDP Budget:

€) the CDSP will, as soon as is reasonably practicable, amend the CDSP Budget to make
the required change(s) in accordance with the direction;

(b) to the extent necessary, the CDSP will revise its planned activities for the Charging Year so
as to allow for such change;

(©) the Committee has no power to make a decision which conflicts with implementation of the
Authority’s direction;

(d) the CDSP may seek the Committee's views on any revision of its planned activities as provided
in paragraph (b);

(e) the CDSP will send the Amended Budget to the Authority, the Committee and each
Customer; and

4] paragraph 4.10 shall apply.

4.8.15 If a question arises as to what is necessary to comply with the Authority's direction, the CDSP and the
Committee shall not decide such question without the approval of the Transporters.

4.9 Budget Amendment

4.9.1 This paragraph 4.9 applies if at any time following the finalisation of the CDSP Budget for the Charging
Year:

€)] it appears to the CDSP that:

0] it will, during the Charging Year, incur Costs which were not included in the CDSP
Budget;
(ii) as a result, it will or is likely at any time within the CDSP Year to be unable to pay its

Costs as they fall due for payment (financial deficit); and

(iii) it is not feasible to resolve the financial deficit by rescheduling activities so as to defer
or avoid the incidence of Costs without failing or risking failure to meet any of its
obligations or responsibilities under the DSC or any TPS Agreement; or

(b) it appears to the CDSP that:

() it will not incur Costs during the Charging Year which were included in the
CDSP Budget; and
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(ii) the amount of such Costs (in aggregate, and net of any increase in other
Costs) exceeds 15% of the total Costs in the CDSP Budget; or

C) It appears to the CDSP that:

i) itwill not incur Costs during the Charging Year which were included in
the CDSP Budget; and

i) the amount of such Costs (in aggregate, and net of any increase in
other Costs) does not exceed 15% of the total Costs in the CDSP
Budget; and

iiiy the CDSP believes there is a requirement to amend the CDSP Budget.

4.9.2 Where paragraph 4.9.1(a) applies:

(a) the CDSP shall promptly inform the Committee of the situation and discuss with
the Committee any measures (including any rescheduling of activities under the
Service Change Procedures or in respect of any infrastructure development)
which may avoid or mitigate the financial deficit without any material impact on
the provision by the CDSP of Services;

(b) unless the financial deficit can be avoided by measures approved by the
Committee under paragraph (a), the CDSP Budget shall be amended to include
such additional Costs, as follows;

(c) the CDSP shall prepare and send to each Customer and the Committee:

0] a draft of the amended CDSP Budget (and if appropriate an
amendment of the Statement of Planning Principles) which will
address the financial deficit; and

(i) a proposed timetable for review and finalisation of the Budget Amendment;

(d) steps equivalent to those in paragraph 4.7.3 shall apply in relation to the Budget
Amendment on the basis of such timetable (as it may be revised by
agreement between the CDSP and the Committee); and

(e) paragraph 4.10 shall apply.
4.9.3 Where either paragraph 4.9.1(b) or 4.9.1(c) applies:

€) the CDSP shall promptly inform the Committee of the situation, and discuss with
the Committee whether the relevant Costs are likely to be incurred in the following
CDSP Year, or there are activities of the CDSP planned for the following CDSP
Year which could be brought forward; and

(b) as part of such discussions the CDSP shall present any amendment it believes is
required to the CDSP Budget and Annual Charging Statement for the Committee’s
consideration and approval;

(c) following such discussions, and if (having regard to the inconvenience for
Customers of a revision of the Annual Charging Statement) the Committee gives
its approval, the CDSP Budget shall be amended to exclude such avoided Costs
(or such amount of them as the Committee requires).
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4.9.5

4.9.6

4.10

4.10.1

4.10.2

4.10.3

51

511

51.2

5.2

521

4.9.4 For the avoidance of doubt, the CDSP shall not amend the CDSP Budget without
first discussing the proposed amendment with the Committee and without the consent of
the Committee.

The CDSP on behalf of the Transporters shall notify the Authority of the Budget
Amendment and the consequent increase or decrease in Charges as provided in
paragraph 4.9 as soon as the Budget Amendment is made.

Unless the Authority directs the Transporters to the contrary, a Budget Amendment may
not be appealed under paragraph 4.8.

Revision of Annual Charging Statement
This paragraph 4.10 applies where the CDSP amends the CDSP Budget:

€)) following an appeal in accordance with paragraph 4.8; or

(b) in accordance with paragraph 4.9.

The CDSP shall prepare and send a revised Annual Charging Statement to the Committee
and each Customer at the same time that it sends the amended Budget to the Committee
and Customers pursuant to paragraph 4.8.14(e) or (as the case may be) paragraph
4.9.2(c).

The revised Annual Charging Statement:

@ shall be determined in accordance with the rules in this Document by reference to
the Amended Budget but so that the increase or decrease (pursuant to the
amendment of the CDSP Budget) in each Charge Base (or each affected Charge
Base) is recovered or rebated through Charges to Customers in the period from the
effective date (in accordance with paragraph (b)) of the revision until the end of the
Charging Year; and

(b) the revision of the Annual Charging Statement shall be effective from the next
Month for which Invoices have not already been sent (or, if later, the first Month
of the CDSP Year), and shall be used for the purposes of determining all

Charges to Customers in respect of that Month and subsequent Months in the
CDSP Year.

Calculation of General Service Charges
Allocation of Core Annual Service Charge Base

The CDSP will apply the Cost Allocation Model to allocate the Core Annual Service Charge
Base to each of the General Service Areas in the Charge Base Apportionment Table.

The amount of the Core Annual Service Charge Base allocated to each General Service
Area is the Annual Service Area Charge Base for the General Service Area.

Apportionment of Annual Service Area Charge Base
For each General Service Area, the Annual Service Area Charge Base is apportioned
between each Customer Class in the Area Customer Group on the basis of the

proportions set out in the Charge Base Apportionment Table.
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52.2

5.3

5.3.1

54

54.1

55

55.1

5.5.2

5.5.3

5.6

5.6.1

5.6.2

6

The amount of the Annual Service Area Charge Base for a General Service Area
apportioned to each Customer Class is the Annual Service Area Class Charge Base for
the Customer Class.

Aggregation of Annual Service Area Class Charge Base
For each Customer Class:

(a) the Annual Service Area Class Charge Base is aggregated over all General
Service Areas; and

(b) the aggregate amount is adjusted by adding or deducting (as appropriate):

0] the Class Change Forecast Over/Under Amount for CDSP Year Y-1
for that Customer Class; and

(i) the Class Change Outturn Over/Under Amount for CDSP Year Y-2
for that Customer Class,

(in accordance with paragraph 8.4) and the resulting amount is the Annual Customer
Class Service Charge Base.

Monthly Customer Class Charge Base

The Monthly Customer Class Service Charge Base for each Customer Class is 1/12 of
the Annual Customer Class Service Charge Base.

General Service Charges

For each Month in the Charging Year, the General Service Charge for each Shipper User
is calculated as the Monthly Shipper Charging Share (for that Month) of the Monthly
Customer Class Service Charge Base for Shipper Users.

For each Month in the Charging Year, the General Service Charge for each DN Operator
and Independent Gas Transporter is calculated as follows:

€) for each Network Customer Class, calculate the Relevant Transporter Annual
Charging Share (for that year) of the Monthly Customer Class Service Charge
Base; and

(b) aggregate the amounts in paragraph (a) over all Network Customer

Classes to determine the General Service Charge.

For each Month in the Charging Year, the General Service Charge for National Grid
NTS is equal to the Monthly Customer Class Service Charge Base.

DCC Shipper Service Charges
The Monthly DCC Service Charge Base is 1/12 of the Annual DCC Service Charge Base.
For each Month in the Charging Year the DCC Shipper Charge for each Shipper User is
calculated as the Shipper Monthly Charging Share (for that Month) of the Monthly

DCC Service Charge Base.

Calculation of Specific Service Charges and Additional Service Charges
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6.1

6.1.1

6.1.2

6.2

6.2.1

6.3

6.3.1

6.3.2

6.4

6.4.1

6.4.2

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1) to
Specific Services - Forecast Demand

In the CDSP Budget the CDSP will forecast the usage of or demand for each Service Line
for a Specific Service (including any Mandatory Specific Service) in the Charging Year.

Such usage or demand is expressed by reference to the Charging Measure and
where applicable the Charging Period for the Specific Service (including any
Mandatory Specific Service) as provided in the CDSP Service Description.

Cost forecast and Charge Base
For each Specific Service (including any Mandatory Specific Service) the CDSP will:

(@) forecast the Costs of the Specific Service (including any Mandatory Specific
Service) on the basis of the forecast usage or demand; and

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1)
to the forecast Costs.

Unit charge

For each Specific Service (including any Mandatory Specific Service) the unit Specific
Service Charge is calculated by dividing the
Charge Base by the amount (expressed by reference to the relevant Charging Measure
and where applicable the Charging Period) of the forecast demand or usage.

No adjustment is made in respect of the Specific Service Charges determined in
accordance with paragraph 6.3.1 by reference to outturn Costs of, or usage of or demand
for, the relevant Specific Service (including any Mandatory Specific Service).

Additional Service Charges
Before making an Additional Services Offer the CDSP shall:

€) estimate the Costs of providing the Additional Service in the CDSP Year in
which the Additional Service will start (to include any Costs of developing the
Additional Service);

(b) add the applicable margin (in accordance with paragraph 4.4.1) for that CDSP
Year to determine a Charge Base;

(c) determine an Additional Service Charge, or basis (and, where applicable,
measure of usage) for calculating an Additional Service Charge, and an
invoicing frequency, which will recover such Charge Base over the period in that
CDSP Year in which the Additional Service is provided; and

(d) decide whether the Charge should be subject to any adjustment to reflect
outturn Costs (or where applicable usage) as compared with what was
estimated in a CDSP Year.

For any CDSP Year after the first in which the Additional Service is provided, the CDSP will:

€) estimate the Costs and determine the Charge Base for the Additional Service; and
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(b) determine (on the basis referred to in paragraph 6.4.1(c) and (d)) the
Additional Service Charge for the CDSP Year,

but the CDSP may continue to apply the prior year’s Charge if it considers that (on the
above basis) there would be no significant change.

7 Infrastructure Charges and DCC Shipper Investment Charges
7.1 Introduction

7.1.1 Infrastructure Charges are payable by Customers in respect of the Costs incurred by
the CDSP in the Charging Year in renewing, replacing or upgrading fixed assets.

7.2 Non-DCC related investment - Annual Customer Class Infrastructure Charge Base

7.2.1 Subject to paragraph 7.2.3, for each Customer Class the Annual Customer
Class Infrastructure Charge Base for the Charging Year is calculated as:

AICBba * AACCSCB / Y AACCSCB
where
AICBbal is the Annual Infrastructure Charge Base for Balance-of-Infrastructure;

AACCSCB is the Adjusted ACCSCB calculated in accordance with paragraph 7.2.2;
and

> is the sum over all Customer Classes.

7.2.2 The Adjusted ACCSCB is the amount calculated for each Customer Class as the Annual
Customer Class Service Charge Base in accordance with paragraph 5.3.1 on the basis
that the aggregation over Service Areas excludes the following Service Areas relating to
UK Link Gemini and Managing Change:

€) Service Area 8 - Credit risk management (including cash collection) and
management of neutrality accounting processes;

(b) Service Area 13 — Managing Change; and
(© Service Area 14 - Gemini system services.

7.2.3 For National Grid NTS, the Annual Customer Class Infrastructure Charge Base is the sum
of:

(a) the amount determined in accordance with paragraph 7.2.1; and

(b) the whole of the Annual Infrastructure Charge Base for UK Link Gemini.

7.3 Non-DCC related investment - Monthly Infrastructure

Charges 7.3.1 For each Customer in any Customer Class:

€) subject to paragraph (b), the Monthly Infrastructure Charge for each Month in
the Charging Year is calculated as the Customer’s Monthly Charging Share of
1/12 of the Annual Customer Class Infrastructure Charge Base for the relevant
Customer Class; and
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7.4

7.4.1

7.4.2

(b) for DN Operators and Independent Gas Transporters the Monthly
Infrastructure Charge is calculated by aggregating the amounts in paragraph
(a) over the Network Customer Classes.

DCC Shipper Investment Charges

The Monthly DCC Investment Charge Base for a Month in a Charging Year is 1/M of the
Annual DCC Investment Charge Base; where M is 12 or, where (in accordance with
paragraph 4.6.5) the Charging Year is a shorter period, the number of Months in such
period.

For each Month in the Charging Year the DCC Shipper Investment Charge for each
Shipper User is calculated as the Shipper Monthly Charging Share (for that Month) of the
Monthly DCC Investment Charge Base.

8 Change Charges

8.1

8.1.1

8.1.2

8.1.3

8.2

Introduction

Change Charges are payable by Customers in respect of Service Changes for which the
CDSP performs activities under the Service Change Procedures, excluding those activities
referred to in paragraph 2.2.5, in the Charging Year (Chargeable Change Activities) (and
for the avoidance of doubt such activities do not include the operation of the DCC Contract
Change Procedures).

This paragraph 8 sets out the basis on which:
€) for General Service Changes:

0] Change Charges for Customers will be calculated after the Charging
Year (paragraph 8.2);

(ii) Provisional Change Charges for Customers are calculated
before the Charging Year (paragraph 8.3); and

(iii) a reconciliation and adjustment in respect of Change Charges is
made after the Charging Year (paragraph 8.4); and

(b) for Specific Service (including any Mandatory Specific Service) Changes, specific
Change Charges will be determined.

The total Change Charge Base (Change Budget) in the CDSP Budget for a CDSP Year
shall be determined as the sum of:

€) the estimated Charge Base in respect of Chargeable Change Activities for all
General Service Changes taken into account in the CDSP Budget (as provided
in paragraph 8.3.2(a); and

(b) an additional amount sufficient to cover the likely Costs of any Changeable
Charge Activities (for General Service Changes) which are not foreseen in the
CDSP Budget.

Calculation of Change Charges for General Service Changes
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(ii) between each Customer Class, on the basis of the proportions set out in the

8.2.1 For each General Service Change for which the CDSP performs a Chargeable
Change Activity in the Charging Year:

(a) the Service Change is assigned to a Service Area by reference to the Service
Line or Service Lines to which the Service Change relates;

(b) if the Service Change relates to Service Lines in more than one Service Area,
the Service Change is assigned to each such Service Area in proportions
determined by the CDSP to reflect its assessment of the proportions in which
the Change Costs are allocable to each such Service Area;

(c) the Change Costs of Chargeable Change Activities are determined in
accordance with the Cost Allocation Methodology;

(d) the Charge Base is calculated by adding a margin (in accordance with
paragraph 4.4.1) to such Costs; and

(e) the Charge Base is apportioned:

0] where relevant, between Service Areas, in the proportions determined
under

paragraph (b); and
(i) between each Customer Class, on the basis of the proportions set out
in the Charge Base Apportionment Table for the relevant Service Area
or Areas.
8.2.2 For each Customer Class, the Annual Class Change Charge Base is calculated as:

>saYsc ACBsc
where
Y sA is the sum over Service Areas;
Ysc is the sum over General Service Changes for a Service Area; and

ACBsc is the amount of the Charge Base in respect of each General Service
Change apportioned to the Customer Class under paragraph 8.2.1(e).

8.2.3 The Change Charge payable by each Customer for General Service Changes for the
Charging Year is the Customer's Annual Charging Share of the Annual Class Change
Charge Base (aggregated for DN Operators and Independent Gas Transporters over all
Network Customer Classes).

8.3 Provisional Change Charges

8.3.1 For each Month of the Charging Year Customers will pay Charges (Provisional
Change Charges) calculated in accordance with this paragraph 8.3 in respect of
General Service Changes.

8.3.2 For each Customer Class, the Provisional Annual Class Change Charge Base shall
be determined, as follows:
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8.3.3

8.34

8.35

8.4

(@)

(b)

()

for each General Service Change which is taken into account in the CDSP
Budget, the CDSP will estimate the relevant Costs and (by adding a margin
in accordance with paragraph 4.4.1) determine the Charge Base;

the amount of the Charge Base for each such Service Change will be increased
by a percentage uplift as provided in paragraph 8.3.4; and

the CDSP will estimate the Annual Class Change Charge Base (as provided
in paragraph 8.2.2) on the basis of the uplifted amounts referred to in
paragraph (b), and such estimate is the Provisional Annual Class Change
Charge Base.

For each Customer the Provisional Change Charge for a Month is its Monthly Charging
Share of 1/12 of the Provisional Annual Class Change Charge Base (aggregated for DN
Operators and Independent Gas Transporters over all Network Customer Classes).

The percentage uplift in paragraph 8.3.2(b) will be set so as to allow the CDSP to recover,
by Provisional Change Charges, the whole of the Change Budget.

No adjustment shall be made within the Charging Year in respect of the Provisional
Class Annual Change Charge Base for any Customer Class.

Adjustment in respect of provisional charges

8.4.1 In relation to a CDSP Year Y, the CDSP will, when preparing the CDSP Budget for Year Y:

8.4.2

8.5

(@)

(b)

determine the Forecast Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-1; and

on the basis of what is determined under paragraph (a), determine for each
Customer Class the Forecast Over/Under Amount in respect of the Annual
Class Change Charge Base for Year Y-1,

and the amount determined under paragraph (b) for each Customer Class is the Class
Change Forecast Over/Under Amount for Year Y-1 (and is applied as set out in
paragraph 5.3.1(b)(i)); and

(©)

(d)

determine the Outturn Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-2; and

on the basis of what is determined under paragraph (c), determine for each
Customer Class the Outturn Over/Under Amount in respect of the Annual Class
Change Charge Base for Year Y-2,

and the amount determined under paragraph (d) for each Customer Class is the Class
Change Outturn Over/Under Amount for Year Y-2 (and is applied as set out in
paragraph 5.3.1(b)(ii)).

For avoidance of doubt, paragraph 8.4.1 shall apply in respect of all General Service
Changes including any which were not foreseen in the CDSP Budget for Year Y-1 or Y-

2.

Change Charges for Specific Service Changes
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8.5.1 Where a Service Change is made to add or vary a Specific Service (including any
Mandatory Specific Service), as part of the Service Change Procedures the
methodology for calculating Change Charges in respect of the Change Costs of
Chargeable Change Activities will be established in accordance with the Change
Management Procedures.

8.5.2 Such methodology shall provide for:

(a) the basis on which, in each CDSP Year, Change Charges are to be calculated
by reference to the Charge Base (on the basis of Costs accruing in the CDSP
Year) for the Specific Service (including Mandatory Specific Service) Change;

(b) the Customer(s) or Customer Class(es) who are to pay such Change Charges;

(c) the CDSP to forecast such Change Costs and determine a Charge Base
when preparing the CDSP Budget; and

(d) an adjustment in respect of such Change Charges after the CDSP Year to
reconcile Forecast Over/Under Amounts and Outturn Over/Under Amounts.

8.5.3 The CDSP shall amend the Specific Service Change Charge Annex to include each
such methodology when it is established.

8.5.4 The CDSP shall calculate Change Charges for each Specific Service (including
Mandatory Specific Service) Change in accordance with such methodology.

9 Annual Charging Statement
9.1 General

9.1.1 The Annual Charging Statement for the Charging Year sets out the Charge Bases and
other details determined by applying the rules in this Document to the CDSP Budget, as
set out in paragraphs 9.2, 9.3, 9.4 and 9.5.

9.1.2 The Annual Charging Statement shall contain supporting information sufficient to explain
how the Charge Bases and Charges set out in the statement have been calculated (on the
basis of the rules in this Document) by reference to the CDSP Budget for the Charging
Year and (where applicable) the CDSP Budget or Annual Accounts for any prior CDSP
Year.

9.1.3 The CDSP shall, by 31 January in Year Y-1, prepare and send the Annual
Charging Statement to the Committee and each Customer.

9.1.4 The CDSP shall keep the Annual Charging Statement under review, but it is
acknowledged that:

€) the Annual Charging Statement sets out the result of the application of the rules in
this Document to the CDSP Budget;

(b) accordingly, in the absence of:
0) an error in the application of such rules; or
(i) a Budget Amendment; or
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9.15

9.1.6

9.2

9.21

9.2.2

9.3

9.31

9.4

(iii) an amendment of this Document taking effect within the Charging
Year; no review or amendment of the Annual Charging Statement is likely to be
required; and

(c) if this Document complies with the requirements referred to in GT Section
D1.2.2(a)(ii)) it can be assumed that the Annual Charging Statement
complies with those requirements.

If any Party considers there is an error in the Annual Charging Statement such Party shall
notify the Committee and the CDSP; and the CDSP shall discuss the matter with the
Committee and (where necessary to ensure the statement complies with this Document)
shall correct and reissue the Annual Charging Statement.

For the avoidance of doubt, the CDSP shall not amend the Annual Charging Statement
without first discussing the proposed amendment with the Committee and without the
consent of the Committee.

Service Charges

In respect of General Service Charges, the Annual Charging Statement will set out:

@ for each Service Area:

0] the Annual Service Area Charge Base; and

(ii) for each Customer Class, the Annual Service Area Class Charge Base; and
(b) for each Customer Class, the Annual Customer Class Service Charge Base.

In respect of Specific Service Charges, the Annual Charging Statement will set out, for each
Service Line:

€) the Charge Base for each Service Line; and

(b) the unit Service Charge based on the applicable Charging Measure.
Infrastructure Charges

In respect of Infrastructure Charges, the Annual Charging Statement will set out:

(a) the Annual Infrastructure Charge Base (separately for UK Link Gemini and
Balance-of-Infrastructure); and

(b) for each Customer Class, the Annual Customer Class Infrastructure Charge Base.

Change Charges

9.4.1 In respect of Change Charges for General Service Charges, the Annual Charging Statement

will set out the Provisional Annual Class Change Charge Base for each Customer Class.
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9.4.2 In respect of Change Charges for Specific Service (including Mandatory Specific Service)
Changes, the Annual Charging Statement will set out, for each Specific Service (including
Mandatory Specific Service) Change:

(@)
(b)

the Charge Base; and

such other charging information as is provided for in the methodology in the
Specific Service Change Charge Annex.

9.5 DCC Charges

9.5.1 In respect of DCC Charges, the Annual Charging Statement will set out:

(@)
(b)

the Annual DCC Service Charge Base; and

the Annual DCC Investment Charge Base.

10 Payment and Invoices

10.1 Obligation to pay

10.1.1 Each Customer shall pay to the CDSP:

(@)
(b)
(©)
(d)
(e)
(f)

the Customer Charge;

the General Service Charge in respect of each Month;

Specific Service Charges in respect of each Month or other Charging Period;
the Monthly Infrastructure Charge in respect of each Month;

the Provisional Change Charge in respect of each Month;

the Change Charge for each Specific Service Charge in respect of each Month or
other period for which such Charge is calculated;





10.1.2

10.2

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

(9) in the case of Shipper Users only:
0] the DCC Shipper Service Charge in respect of each Month;
(ii) the DCC Shipper Investment Charge in respect of each Month;

(h) any other charge determined in accordance with Budget and Charging Methodology
and provided for in the Annual Charging Statement,

each calculated by reference to the Annual Charging Statement in accordance with the
provisions of this Document;

0] Additional Service Charges, calculated in accordance with the Additional Service
Offer for each Additional Service provided to the Customer, in respect of each Month
or other period for which such Charge is calculated; and

0] any other amount payable by the Customer pursuant to any provision of the DSC.

Amounts in respect of Charges stated in this Document or stated in or derived from the
Annual Charging Statement are exclusive of applicable value added tax (VAT), and
each Customer shall pay applicable VAT in addition to such amounts.

Invoices - general
The CDSP shall prepare and send an invoice (Invoice):

(@) to each Customer in respect of each Month setting out the amounts payable by that
Customer in respect of Charges (other than DCC Shipper Charges) for that Month or
(as applicable) for Charging Periods or other periods for which Charges are payable
in that Month;

(b) to each Shipper User in respect of each Month setting out the amounts payable by
that Shipper User in respect of DCC Shipper Charges for that Month.

The CDSP will send each Invoice for a Month (M) to the Customer by no later than the last
day of Month M (but no delay in sending an Invoice shall affect the Customer’s obligation to

make payment, based on the actual date of the Invoice).

By agreement with a Customer, the CDSP may:

€)) send different Invoices in respect of different Charges;

(b) include, in an Invoice sent in Month M, Charges for any Month or Months following
Month M; and

(©) agree a discount in respect of such Charges, for such accelerated invoicing and

payment, not exceeding the time value of such accelerated payment based on a
reasonable assumption as to the CDSP’s cost of borrowing, and to be forfeit if the
Customer is late in making payment.

Invoices shall be sent by Conventional Notice.

The CDSP shall determine the format of Invoices but shall consult the Committee before
making any material change in the format of Invoices.
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10.3

Invoice - content

10.3.1 Each Invoice shall set out (subject to paragraph 10.2.3(a)):

10.3.2

€)] the name of the Customer;

(b) the Month or (pursuant to paragraph 10.2.3(b)) Months to which the Invoice relates,
and (for Specific Services (including Mandatory Specific Services) and Additional
Charges) any other Charging Periods or other period to which the Invoice relates;

(©) except as provided under paragraph (d), the amount payable by the Customer in
respect of:

() the Customer Charge;

(i) the Monthly Service Charge;

(iii) Specific Service Charges;

(iv) the Monthly Infrastructure Charge;

(V) the Provisional Change Charge;

(vi) the Change Charge for each Specific Service Charge;
(vii) Additional Service Charges; and

(viii) any other charge or amount payable by the Customer as provided in
paragraph 10.1.1(g) or (i);

(d) in the case of an Invoice for DCC Shipper Charges, the amount payable by the
Shipper User in respect of:

0] DCC Shipper Service Charges;
(ii) DCC Shipper Investment Charges;
(e) VAT in respect of such amounts;
) such further details as are required by Law relating to VAT; and

(9) the date by which (in accordance with Clause 5.2 of the DSC Terms and Conditions)
payment is due.

Each Invoice shall set out or shall be accompanied by a statement setting out:

(@) the Customer’s Monthly Charging Share;

(b) where applicable, the Customer’s Annual Charging Share;

(c) the amount (by Charging Measure and Charging Period where applicable) of
each Specific Service (including any Mandatory Specific Service) provided to the
Customer;
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(d)

()

the basis on which the Customer’s Charges have been calculated from the
Charge Bases set out in the Annual Charging Statement and the details in
paragraphs (a) and (c) above; and

such information as may be required to show the basis of calculating a Change

Charge for a Specific Service Change in accordance with the applicable methodology
in the Specific Service Change Charge Annex.
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BUDGET AND CHARGING METHODOLOGY
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1 General

11 Introduction

1.1.1 This document (Document) is the Budget and Charging Methodology referred to in GT Section
D3.1.4(a)(ii) and Clause 3.3(a) of the DSC Terms and Conditions and is a CDSP Service
Document.

1.1.2 This Document is an integral part of and is incorporated in the DSC.

1.1.3 The version of this Document which is in force, and the date from which it is in force, is as stated
above.

1.2 Interpretation —general
1.2.1  In this Document:

€) DSC means the contract which is constituted by the DSC Agreement, the DSC Terms and
Conditions and each of the CDSP Service Documents;

(b) Uniform Network Code or UNC means the uniform network code prepared pursuant to
Standard Special Condition A11(6) of the gas transporter's licence, as from time to time
modified, and as made contractually binding (as incorporated into an individual gas
transporter's individual network code) by the relevant framework agreement;

(c) DSC Terms and Conditions means the DSC Terms and Conditions as defined in
and for the time being in force pursuant to GT Section D;

(d) terms defined in or for the purposes of the DSC Terms and Conditions and not
otherwise defined in this Document have the meanings given to them in the DSC
Terms and Conditions;

(e) terms defined in any other CDSP Service Document and not otherwise defined in this
Document have the meanings given to them in that CDSP Service Document; and

()] the further provisions of the DSC Terms and Conditions as to interpretation apply.

1.2.2 Inthe case of any conflict between the provisions of this Document and any other part of the
DSC, the provisions of the DSC Terms and Conditions as to priority apply.

1.3 Amendment
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1.3.1 This Document may be amended in accordance with the applicable procedures contained in the
Change Management Procedures.
14 Interpretation - specific

1.4.1 In this Document:

(@)
(b)

(©)

(d)

(e)

()

(9)

(h)

0

(k)

()

references to the Committee are to the Contract Management Committee;

Costs means any cost, debt, expense, liability or other outgoing of the CDSP,
however arising or incurred, but not including amortisation or depreciation;

the CDSP Budget is a budget setting out the Costs which the CDSP expects to incur
in a CDSP Year and the other matters provided for in paragraph 4;

a Budget Amendment is an amendment of the CDSP Budget pursuant to paragraph
4.7 or 4.8;

Charge means any charge made by the CDSP to a Customer or Third Party for the
provision of a Service or otherwise for the recovery of any Costs;

the Charging Year is the CDSP Year for which Charges are to be determined;

for the purposes of calculating any Charge or Charges, a Charge Base is the
relevant amount in respect of Costs, adjusted by a margin (and where applicable
otherwise adjusted) as provided in paragraph 4.4.1;

a Charging Share in relation to a Customer in a Customer Class is a proportion
(aggregating one (1) for all Customers in that Customer Class) by reference to which a
particular Charge Base is to be apportioned between such Customers for the purposes of
calculating a Charge;

in relation to a Specific Service (including any Mandatory Specific Service):

0] the Charging Measure is the unit or other measure (as specified in the CDSP
Service Description) by reference to which the Service is ordered or (as the
case may be) use of the Service is measured; and

(i) the Charging Period is the period (as specified in the CDSP Service
Description) in respect of which Charges for the Service are to be invoiced;

references to a Customer Class include as separate Customer Classes (each a
Network Customer Class):

0] DN Operators;
(i) Independent Gas Transporters; and
(iii) DN Operators and Independent Gas Transporters collectively;

Annual Accounts means the audited annual accounts (pursuant to Section 475 of
the Companies Act 2006) of the CDSP for a CDSP Year;

Specific Service Change Charge Annex is an Annex to this Document setting out
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the methodology for calculating Change Charges in respect of the Service Change in
respect of a Specific Service (including any Mandatory Specific Service); and

(m) General Service Area means a Service Area in respect of General Services.

1.4.2 A reference in this Document or any other part of the DSC to the Costs or Charge Base of or in
respect of any activity of the CDSP (including the provision of any Service, and the Service Change
Procedures in connection with Service Changes) is to the Costs or Charge Base attributed and/or
allocated to that activity in accordance with the Cost Allocation Methodology.

1.5 Scope and purpose

1.5.1 This Document sets out
€) the basis on which:

0] the CDSP will establish the CDSP Budget for each CDSP Year;

(i) the CDSP Budget may be appealed pursuant to the CDSP Licence
Condition;

(iii) the CDSP’s Charges for that CDSP Year are to be determined on the basis of
the forecast Costs in the CDSP Budget;

(iv) the Annual Charging Statement is to be prepared to specify such Charges for the
CDSP Year; and

(v) such Charges are to be invoiced by the CDSP; and

(b) the functions of the CDSP and the Committee in connection with the foregoing
matters.

1.5.2 As provided in the Contract Management Arrangements, no decisions of the Committee are to
be taken by the vote of Committee Representatives of a particular Customer Group only.

1.5.3 The CDSP shall keep this Budget and Charging Methodology under review and (where
appropriate to ensure it complies with the requirements referred to in GT Section D1.2.2(a)(ii))
shall propose amendments to it under the Change Management Procedures.

2 Classification of Services, Costs and Charges

2.1 Services

2.1.1 As provided in the CDSP Service Description, the Services provided by the CDSP comprise:

(a) General Services;
(b) Specific Services (including Mandatory Specific Services);
(c) Additional Services;

(d) Third Party Services; and

(e) CSS Services.
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2.1.2

2.2

221

2.2.2

2.2.3

224

2.2.5

2.2.6

2.2.7

2.2.8

2.3

23.1

General Services and Specific Services (including Mandatory Specific Services) are
defined by Service Lines and grouped into Service Areas as provided in the CDSP Service
Description.

Costs

The Costs of the CDSP comprise Service Costs and Investment Costs.

Service Costs are all Costs other than Investment Costs.

Investment Costs are Change Costs and Infrastructure Costs.
Change Costs are Costs of the CDSP in respect of:

€) the Service Change Procedures set out in the Change Management Procedures,
subject to paragraph 2.2.5; and

(b) the operation of the DCC Contract Change Procedures.

The following Costs of the Service Change Procedures under the Change Management
Procedures in respect of any proposed Service Change are not Change Costs (and not
Investment Costs), and accordingly are Service Costs:

€) Costs incurred up to and including the point at which the Change Management
Committee approves or is deemed to approve an Evaluation Quotation Report sent by
the CDSP; and

(b) in the circumstances specified in the Change Management Procedures, Costs of
Business Evaluation in respect of a Modification Service Change where:

0) the relevant Code Modification was not approved; and
(i) such Business Evaluation was carried out before such non-approval
occurred.

Infrastructure Costs are Costs of the CDSP, other than Change Costs, in respect of the
renewal, replacement or upgrade of fixed assets employed by the CDSP in the provision of
Services (excluding fixed assets employed and financed by a contractor or supplier of the
CDSP).

For the avoidance of doubt, Costs of the CDSP in respect of the development of Additional
Services and Third Party Services are charged for as part of the Charge for those Services, and

are not included in Change Costs (or in the Change Budget).

For the purposes of this Document, any revenues or other amounts (such as payments from
contractors or suppliers) received by the CDSP, other than in respect of Charges, shall be
treated as negative Costs.

DCC Contract
In relation to the DCC Contract:
(a) DCC Costs comprise:

0] Costs (DCC Service Costs) in respect of the provision of CSS Services
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2.3.2

2.3.3

(including for the avoidance of doubt any liabilities incurred by the CDSP to any
person under or in connection with the DCC Contract);

(i) Costs (DCC Investment Costs) comprising:

(aa) costs (other than costs within paragraph (bb) relating to the design,
development, renewal, replacement and upgrade of fixed assets
employed by the CDSP in the provision of CSS Services; and

(bb) costs of the CDSP in the operation of change management
procedures under the DCC Contract including the design, development

and implementation of changes to CSS Services (DCC Contract
Change Procedures);

((aa) and (bb) together DCC Investment):
(b) DCC Charges comprise:

0] Charges (DCC Service Charges) payable by the DCC pursuant to the DCC
Contract in respect of the CSS Services; and

(ii) Charges (DCC Investment Charges) payable by the DCC pursuant to the DCC
Contract in respect of DCC Investment;

(©) DCC Shipper Charges comprise:

0] Charges (DCC Shipper Service Charges) to Shipper Users in respect of the net
costs or revenues of providing CSS Services; and

(i) Charges (DCC Shipper Investment Charges) to Shipper Users in respect of the
net costs or revenues of DCC Investment

in each case taking into account revenues received by the CDSP in respect of DCC Charges.

DCC Shipper Charges may be positive (in which case they are payable to the CDSP) or
negative (in which case they are payable by the CDSP).

In implementing the provisions of this Document the CDSP shall account separately for the
Costs, Charges and revenues associated with those of the CDSP's activities which are:

€) associated with the DCC Contract (DCC related); and

(b) not associated with the DCC Contract (non-DCC related).

2.4 Charges

2.4.1 The CDSP's Charges comprise:

(a) a Charge (Customer Charge) in respect of participation as a Customer under the
DSC;

(b) the following Charges in respect of Services:
0] charges (General Service Charges) made in respect of General Services;
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242

243

3.1

3.1.1

(i) charges (Specific Service Charges) made in respect of Specific Services
(including Mandatory Specific Services);

(iii) charges (Additional Service Charges) made in respect of Additional
Services; and

(iv) charges (Third Party Service Charges) made in respect of Third Party
Services;

(v) DCC Service Charges and DCC Shipper Service Charges;

(c) the following Charges in respect of Investment Costs:

() charges (Change Charges) made to recover non-DCC related Change
Costs; and
(ii) charges (Infrastructure Charges) made to recover non-DCC related

Infrastructure Costs;
(i) DCC Investment Charges and DCC Shipper Investment Charges.

Except for Third Party Service Charges and DCC Charges, all categories of Charge are
payable by and only by Customers.

The amount of the Customer Charge is £nil per annum.

Preliminary

Charge Base Apportionment Table

For the purposes of calculating General Service Charges, the Charge Base Apportionment
Table is the table below which sets out the proportions in which amounts in respect of

Service Costs in each Service Area (for General Services) are to be apportioned between
different Customer Classes:
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Customer Classes
Transporters
Distribution
No Service Areas . DN Independent
Shipper . Operators Gas
Users National Transporters
Gas

1 Manage Shipper 100% - - - -
Transfers

2 Monthly AQ Processes 100% - - - -

3 Manage updates to 90% - - 10% -
customer portfolio

4 Meter Read/Asset 33% - - 67% -
processing

5 Demand Estimation 50% - - 50% -
obligations

6 Customer Relationship 63% 9% 25% 3%
Management

7 Customer - 50% - 50% -
Joiners/Leavers (UK Gas
Market)

8 Energy Balancing (Credit - 100% - - -
Risk Management)

9 Customer Reporting (all 34% % 52% 7%
forms)

10 | Invoicing Customers - 12% - 88% -

11 | Management of 40% 5% 49% 7%
Customer Issues

12 | Customer Contacts 50% 6% 39% 5%

13 | Managing Change 51% 7% - 40% 2%

14 | Distribution Network 100%
Whoallv Funded

15 | Decarbonisation 100%

16 | PAFAPACIAUGE 50% 44% 6%
Services

17 Cent_ral Switching _ 100%
Services Consequential

18 | CMS 90% 10%

19 | Gemini Services 100%

20 | IT Change Management 51% 7% 40% 2%

21 Informat|on Security 48% 15% 37% 1%
Services

22 | Digital Services 80% 18% 2%

3.1.2 It is recognised that Service Changes are not expected of themselves to require amendment of
the Charge Base Apportionment Table, unless the Service Change adds or removes a
Service Area or adds a new Customer Class.
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3.2

Cost Allocation Model

3.2.1 The CDSP will establish and keep under review and may from time to time revise:

3.2.2

3.2.3

3.3

3.3.1

3.3.2

3.3.3

(a) a methodology (Cost Allocation Methodology) which allocates (by attributing or
otherwise allocating) Costs or a resulting Charge Base to activities of the CDSP; and

(b) in relation to General Services and Specific Services (including Mandatory
Specific Services), a model (Cost Allocation Model) which provides for the
allocation (on the basis of the Cost Allocation Methodology) of Service Costs:

0] in relation to General Services, to different Service Areas; and

(ii) in relation to Specific Services (including Mandatory
Specific Services), to different Service Lines; on the basis of the

input costs used to establish the CDSP Budget.

The CDSP shall make available to the Committee and each Customer details of the Cost
Allocation Methodology and the Cost Allocation Model and each revision thereof.

The Cost Allocation Methodology and Cost Allocation Model and their application are subject to
Contract Assurance Audit as provided in the Contract Management Arrangements.

Charging Shares

This paragraph 3.3 sets out the basis on which different Charging Shares are to be calculated f
or individual Customers within each Customer Class.

For each Customer which is a Shipper User and for each Month M, the Shipper Monthly
Charging Share is calculated as:

ASPwm/ Y ASPwm
where

ASPwis the aggregate number of the Supply Points for which the Shipper User is Registered
User as at the 1st Day of Month M; and

> is the sum over all Shipper Users.

For each Customer which is a DN Operator or an Independent Gas Transporter, and for each
Network Customer Class, and for each CDSP Year Y, the Relevant Transporter Annual
Charging Share is:

ASPy/ Y ASPy

ASPy is the aggregate number of Supply Points of each System or (as the case may be) IGT
System operated by such DNO Operator or Independent Gas Transporter, as at 1
December in the year before the CDSP Year; and

> is the sum over:

0] all DN Operators and Independent Gas Transporters; or

(ii) all DN Operators; or
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(iii) all Independent Gas Transporters,





according to the Network Customer Class in

guestion. 3.3.4 In relation to a Customer Class:

€) the Monthly Charging Share for a Month is:

0] for Shipper Users, the Shipper Monthly Charging Share for the Month;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year in which the Month
falls; and

(iii) for National Grid NTS, one; and
(b) the Annual Charging Share for a CDSP Year is:

0] for Shipper Users, the arithmetic mean of the Shipper Monthly
Charging Share for all Months in that CDSP Year;

(ii) for DN Operators and Independent Gas Transporters, the Relevant
Transporter Annual Charging Share for the CDSP Year; and

(iii) for National Grid NTS, 100%.

3.3.5 For the purposes of this paragraph 3.3:

€) a reference to a Supply Point in the context of an IGT System is to a CSEP Supply
Point as defined in TPD Section A4.6.1; and

(b) numbers of Supply Points shall be determined on the basis of the Supply Point
Register or in the context of an IGT System the CSEP Supply Point Register as
provided in TPD Section G1.22.2.

3.4 Prior year adjustments

3.4.1 For the purposes of this Document, in establishing the CDSP Budget for a CDSP Year (Y), in
relation to any amount (of Costs, Charge Base or revenue):

€) the Forecast Over/Under Amount for Year Y-1 is the difference between:
0] such amount for Year Y-1 as forecast in the CDSP Budget for Year Y-1; and
(i) such amount for Year Y-1 as forecast when preparing the CDSP Budget for
Year Y; and
(b) the Outturn Over/Under Amount for Year Y-2 is the difference between:
0] such amount as forecast when preparing the CDSP Budget for Year Y-1; and
(i) such amount in outturn for Year Y-2 as determined from the Annual Accounts
for Year Y-2.

3.5 Accounting principles
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4.1

41.1

41.2

4.1.3

41.4

4.2

42.1

The CDSP Budget and Annual Accounts for each CDSP Year shall be prepared on an accruals
basis in accordance with UK Generally Accepted Accounting Practice (UK GAAP).

CDSP Budget and Charge Bases
Overview
The CDSP Budget for the Charging Year is established for the purposes (among other things) of

determining the following Charge Bases in order to calculate Charges as provided in this
Document:

(a) Annual Service Charge Base;
(b) Charge Bases for Specific Services (including Mandatory Specific Services);
(c) Core Annual Service Charge Base;

(d) Annual DCC Service Charge Base;
(e) Annual Change Charge Base;

) Annual Infrastructure Charge Base; and

(9) Annual DCC Investment Charge Base.

The CDSP Budget will include:

€) amounts in respect of forecast Costs in accordance with paragraph 4.3; and

(b) adjustments to such amounts to determine Charge Bases in accordance with
paragraphs 4.4 and 4.5.

The document containing the CDSP Budget may contain information relating to CDSP Years after the
Charging Year but any such information has no effect for the purposes of the DSC and only the

information relating to the Charging Year shall be counted as the CDSP Budget.

For the avoidance of doubt, when the CDSP Budget for a CDSP Year has been finalised as provided
in paragraph 4.6.3(d):

€) a Customer may not challenge or dispute the CDSP Budget other than by an appeal
subject to and in accordance with paragraph 4.7; and

(b) the CDSP Budget may not be amended other than:

0] by a Budget Amendment subject to and in accordance with paragraph 4.7 or 4.8;
or
(i) by the CDSP to correct a minor mistake (not being a forecast error) with the

approval of the Committee by a Unanimous Vote.
Statement of planning principles

The CDSP will establish a Statement of Planning Principles for the Charging Year setting out the
basis on which the CDSP will establish the CDSP Budget.
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4.2.2

4.2.3

4.3

43.1

4.4

44.1

442

4.4.3

The Statement of Planning Principles will address matters such as the planning period,
planning assumptions, the strategic context, the scope of CDSP Services and the basis of
financial forecasts.

The Statement of Planning Principles will cover all activities of the CDSP (including provision
of Services including Additional Services, Third Party Services, CSS Services, Service
Change Procedures, infrastructure development including DCC Investment).

Forecast Costs

On the basis of the Statement of Planning Principles, the CDSP will establish the CDSP
Budget in respect of Costs for the Charging Year by assessing the forecast input costs of
performing the activities planned, in the following categories:

(a) Service Costs; and
(b) Investment Costs divided into:
0] Infrastructure Costs, divided between:

(aa) Costs relating to UK Link Gemini; and

(bb) Costs other than relating to UK Link Gemini (Balance-of-
Infrastructure); and

(i) Change Costs,

(and sub-divided between DCC related and non-DCC related activities and into further
categories to the extent required for the purposes of this Document).

Non-DCC related Costs -adjustment for margin

The CDSP will adjust the forecast Costs (in each category in paragraph 4.3.1 excluding DCC
Costs) by adding a margin, to determine the following Charge Bases:

€) Annual Service Charge Base; and
(b) Investment Charge Base divided into:
0] initial Infrastructure Charge Base, divided between UK Link Gemini and

Balance-of-Infrastructure; and
(ii) Change Charge Base,

(and each sub-divided into further Charge Bases to the extent required for the purposes of
this Document).

The margin (expressed as a percentage) will be the same for each category of Costs and will
be set at a level which ensures that the CDSP maintains an adequate level of working capital
during the Charging Year in respect of non-DCC related activities (taking account of such
working capital at the start of the year including that funded by margin in prior CDSP Years).

The CDSP Budget will set out how the level of margin has been determined in accordance
with paragraph 4.4.2.
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4.5 Non-DCC related Charge Bases - adjustments

45.1 The CDSP will adjust the Annual Service Charge Base for the Charging Year (Y):

(@)

(b)

(©)

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of Customer Charges, Specific Service Charges, Additional Service
Charges and Third Party Service Charges;

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of:

() the Annual Service Charge Base;

(i) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Under
Amount for CDSP Year Y-2 in respect of:

() the Annual Service Charge Base;

(ii) the Charge Bases for Specific Services (including Mandatory Specific
Services), Additional Services and Third Party Services; and

(i) the revenues derived from Customer Charges, Specific Service Charges,
Additional Service Charges and Third Party Service Charges.

45.2 The Core Annual Service Charge Base is the Annual Service Charge Base adjusted as
provided in paragraph 4.5.1.

4.5.3 The CDSP will adjust the initial Infrastructure Charge Base, to determine the Infrastructure
Charge Base:

(@)

(b)

(€)

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Infrastructure Charge Base; and

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Infrastructure Charge Base,

applying such adjustment separately to the Infrastructure Charge Base (and in
respect of Infrastructure Costs for Y-1 and Y-2) for UK Link Gemini and for Balance-
of-Infrastructure.

4.6 DCC related Charge Bases

4.6.1 The CDSP will calculate the Annual DCC Service Charge Base for a Charging Year (Y):

(@)
(b)

by determining the aggregate DCC Service Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Service Charges;
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(©)
(d)

()

(f)

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Service Charge Base;

by adding or deducting (as appropriate) the Outturn Over/Under Amount for
CDSP Year Y-2 in respect of the Annual DCC Service Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Service Charges.

4.6.2 The CDSP will calculate the Annual DCC Investment Charge Base for a Charging Year (Y):

(@)
(b)

(€)
(d)

(e)

(f)

by determining the aggregate DCC Investment Costs for the Charging Year;

by deducting the amounts forecast to be received by the CDSP in the Charging Year
in respect of DCC Investment Charges;

by adding a margin to the sum of the amounts in paragraphs (a) to (b);

by adding or deducting (as appropriate) the Forecast Over/Under Amount for CDSP
Year Y-1 in respect of the Annual DCC Investment Charge Base;

by adding or deducting (as appropriate) the amount of the Outturn Over/Over-Amount
for CDSP Year Y-2 in respect of the Annual DCC Investment Charge Base; and

by deducting amounts written off as bad debts in respect of unpaid DCC Shipper
Investment Charges.

4.6.3 The margin (in paragraphs 4.6.1(c) and 4.6.2(c) respectively will be set at a level which
ensures that the CDSP maintains an adequate level of working capital during the Charging
Year in respect of the relevant DCC related activities (taking account of such working capital at
the start of the year including that funded by margin in prior CDSP Years).

4.6.4 The CDSP Budget will set out how the levels of margin have been determined in accordance
with paragraph 4.6.3.

4.6.5 The CDSP may decide to divide a CDSP Year into a number of shorter periods (each a whole
number of Months) for the purposes of paragraph 4.6.2, in which case:

(@)

(b)

(©)

each such period shall be treated as a separate Charging Year for the purposes
of paragraphs 4.6.2 and 7.4;

the amounts (for the CDSP Year as a whole) in paragraphs 4.6.2(d), (e) and (f)
shall be allocated to each such separate period pro rata the number of Months in
each such period;

a separate Annual DCC Investment Charge Base shall be determined for each
such period.

4.7 Annual Process

4.7.1 The process for establishing the CDSP Budget for Charging Year Y is as set out below.
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4.7.2 The CDSP will:

@)

(b)
(©)

(d)

by 30 June in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft Statement of Planning Principles;

discuss the draft with the Committee;

take into account, as it considers appropriate, the views of the Committee in finalising
the Statement of Planning Principles; and

by 31 July in CDSP Year Y-1, send the final Statement of Planning Principles to the
Committee and each Customer.

4.7.3 The CDSP will:

@)

(b)
(©)

(d)

(e)

by 31 October in CDSP Year Y-1, prepare and provide to the Committee and
each Customer a draft CDSP Budget;

discuss the draft with the Committee;

provide to the Committee and each Customer such further information as the
Committee may reasonably require in connection with its review of the draft CDSP
Budget;

take into account, as it considers appropriate, the views of the Committee in finalising
the CDSP Budget, and provide to the Committee a report that outlines the actions
taken in response to the views of the Committee; and

by the end of January in CDSP Year Y-1, send the final CDSP Budget to the
Committee and each Customer.

4.7.4 The CDSP may (after the step at paragraph 4.7.3(b)) provide a further draft or drafts of the
CDSP Budget to the Committee before finalising and sending the CDSP Budget under the
step at paragraph 4.7.3(e).

4.8 Budget appeal

4.8.1 A Customer may (subject to and in accordance with this paragraph 4.8) appeal the CDSP
Budget for the Charging Year on the grounds that the CDSP Budget is not fit for purpose for
the CDSP to fulfil the obligation to provide Services consistent with paragraph 7(b) of the
CDSP Licence Condition.

4.8.2 A Customer may not appeal the CDSP Budget unless:

@)

(b)

it had notified the CDSP and the Committee of its objection to the CDSP Budget
within 20 Business Days (or such longer period, not exceeding 30 Business Days, as
the Committee may allow) after the draft CDSP Budget was sent or most recently
sent to the Customer; or

the appeal relates to a change in the CDSP Budget as compared with the most
recent draft which was sent to the Customer; or
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(c) the final CDSP Budget was sent to the Customer (under paragraph 4.7.3(e)) less
than 20 Business Days after the most recent draft CDSP Budget was sent to the
Customer.

4.8.3 The Customer shall give notice of the appeal to the Authority, the CDSP and the Committee
Secretary.

4.8.4 The Customer may not give notice of appeal more than 20 Business Days after the final CDSP
Budget was sent to Customers under paragraph 4.7.3(e).

4.8.5 The notice of appeal shall set out:

(@) the basis on which the Customer considers the grounds for appeal (as provided in
paragraph 4.8.1) are met; and

(b) the amendment to the CDSP Budget, which the Customer considers necessary.

4.8.6 The Committee Secretary shall:

(a) verify with the CDSP that the conditions in paragraphs 4.8.2 and 4.8.5 are met (and, if they
are not, notify the Authority and the appealing Customer to that effect); and

(b) send a copy of the notice to each Transporter, the Committee and all Customers
within 2 Business Days after it is received.

4.8.7 Within 10 Business Days after the notice of appeal was received:

(a) the CDSP shall, after discussing the appeal with the Committee (for which purposes an
ad-hoc meeting of the Committee shall be convened), send to the Authority its opinion in
respect of the matter subject to appeal and such other information as it considers
appropriate (including any potential impact on performance of the DCC Contract), and
provide a copy of such opinion and information to the appealing Customer, the Committee
and each other Customer; and

(b) any other Customer may send to the Authority (with a copy to the CDSP and the
Committee) its opinion in respect of the matter subject to appeal.

4.8.8 The CDSP shall provide to the Authority such further information as the Authority may request in
connection with the appeal.

4.8.9 The Parties shall comply with any procedure or other requirement specified by the Authority for the
purposes of considering the appeal.

4.8.10 If more than one notice of appeal is received, the CDSP will invite the Authority to make a single
or composite decision and direction in respect of all such appeals.

4.8.11 Until and unless the appeal is decided by the Authority, the CDSP shall proceed with the
performance of the DSC (including the calculation and invoicing of Charges) on the basis of the
CDSP Budget as finalised and sent under paragraph 4.7.3(e); and Customers shall pay such
Charges so calculated and invoiced.

4.8.12 The appeal will be decided by the Authority's direction to the Transporters as provided in
paragraph 13 of the CDSP Licence Condition.
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4.8.13 When the appeal is decided:

@) the Transporters shall notify the Authority’s direction to the CDSP with a copy to the
Committee; and

(b) the CDSP shall send a copy of such direction to each Customer.

4.8.14 Where the Authority’s direction requires a change in the CSDP Budget:

€) the CDSP will, as soon as is reasonably practicable, amend the CDSP Budget to make
the required change(s) in accordance with the direction;

(b) to the extent necessary, the CDSP will revise its planned activities for the Charging Year so
as to allow for such change;

(©) the Committee has no power to make a decision which conflicts with implementation of the
Authority’s direction;

(d) the CDSP may seek the Committee's views on any revision of its planned activities as provided
in paragraph (b);

(e) the CDSP will send the Amended Budget to the Authority, the Committee and each
Customer; and

4] paragraph 4.10 shall apply.

4.8.15 If a question arises as to what is necessary to comply with the Authority's direction, the CDSP and the
Committee shall not decide such question without the approval of the Transporters.

4.9 Budget Amendment

4.9.1 This paragraph 4.9 applies if at any time following the finalisation of the CDSP Budget for the Charging
Year:

€)] it appears to the CDSP that:

0] it will, during the Charging Year, incur Costs which were not included in the CDSP
Budget;
(ii) as a result, it will or is likely at any time within the CDSP Year to be unable to pay its

Costs as they fall due for payment (financial deficit); and

(iii) it is not feasible to resolve the financial deficit by rescheduling activities so as to defer
or avoid the incidence of Costs without failing or risking failure to meet any of its
obligations or responsibilities under the DSC or any TPS Agreement; or

(b) it appears to the CDSP that:

() it will not incur Costs during the Charging Year which were included in the
CDSP Budget; and
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(ii) the amount of such Costs (in aggregate, and net of any increase in other
Costs) exceeds 15% of the total Costs in the CDSP Budget; or

C) It appears to the CDSP that:

i) itwill not incur Costs during the Charging Year which were included in
the CDSP Budget; and

i) the amount of such Costs (in aggregate, and net of any increase in
other Costs) does not exceed 15% of the total Costs in the CDSP
Budget; and

iiiy the CDSP believes there is a requirement to amend the CDSP Budget.

4.9.2 Where paragraph 4.9.1(a) applies:

(a) the CDSP shall promptly inform the Committee of the situation and discuss with
the Committee any measures (including any rescheduling of activities under the
Service Change Procedures or in respect of any infrastructure development)
which may avoid or mitigate the financial deficit without any material impact on
the provision by the CDSP of Services;

(b) unless the financial deficit can be avoided by measures approved by the
Committee under paragraph (a), the CDSP Budget shall be amended to include
such additional Costs, as follows;

(c) the CDSP shall prepare and send to each Customer and the Committee:

0] a draft of the amended CDSP Budget (and if appropriate an
amendment of the Statement of Planning Principles) which will
address the financial deficit; and

(i) a proposed timetable for review and finalisation of the Budget Amendment;

(d) steps equivalent to those in paragraph 4.7.3 shall apply in relation to the Budget
Amendment on the basis of such timetable (as it may be revised by
agreement between the CDSP and the Committee); and

(e) paragraph 4.10 shall apply.
4.9.3 Where either paragraph 4.9.1(b) or 4.9.1(c) applies:

€) the CDSP shall promptly inform the Committee of the situation, and discuss with
the Committee whether the relevant Costs are likely to be incurred in the following
CDSP Year, or there are activities of the CDSP planned for the following CDSP
Year which could be brought forward; and

(b) as part of such discussions the CDSP shall present any amendment it believes is
required to the CDSP Budget and Annual Charging Statement for the Committee’s
consideration and approval;

(c) following such discussions, and if (having regard to the inconvenience for
Customers of a revision of the Annual Charging Statement) the Committee gives
its approval, the CDSP Budget shall be amended to exclude such avoided Costs
(or such amount of them as the Committee requires).
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4.9.5

4.9.6

4.10

4.10.1

4.10.2

4.10.3

51

511

51.2

5.2

521

4.9.4 For the avoidance of doubt, the CDSP shall not amend the CDSP Budget without
first discussing the proposed amendment with the Committee and without the consent of
the Committee.

The CDSP on behalf of the Transporters shall notify the Authority of the Budget
Amendment and the consequent increase or decrease in Charges as provided in
paragraph 4.9 as soon as the Budget Amendment is made.

Unless the Authority directs the Transporters to the contrary, a Budget Amendment may
not be appealed under paragraph 4.8.

Revision of Annual Charging Statement
This paragraph 4.10 applies where the CDSP amends the CDSP Budget:

€)) following an appeal in accordance with paragraph 4.8; or

(b) in accordance with paragraph 4.9.

The CDSP shall prepare and send a revised Annual Charging Statement to the Committee
and each Customer at the same time that it sends the amended Budget to the Committee
and Customers pursuant to paragraph 4.8.14(e) or (as the case may be) paragraph
4.9.2(c).

The revised Annual Charging Statement:

@ shall be determined in accordance with the rules in this Document by reference to
the Amended Budget but so that the increase or decrease (pursuant to the
amendment of the CDSP Budget) in each Charge Base (or each affected Charge
Base) is recovered or rebated through Charges to Customers in the period from the
effective date (in accordance with paragraph (b)) of the revision until the end of the
Charging Year; and

(b) the revision of the Annual Charging Statement shall be effective from the next
Month for which Invoices have not already been sent (or, if later, the first Month
of the CDSP Year), and shall be used for the purposes of determining all

Charges to Customers in respect of that Month and subsequent Months in the
CDSP Year.

Calculation of General Service Charges
Allocation of Core Annual Service Charge Base

The CDSP will apply the Cost Allocation Model to allocate the Core Annual Service Charge
Base to each of the General Service Areas in the Charge Base Apportionment Table.

The amount of the Core Annual Service Charge Base allocated to each General Service
Area is the Annual Service Area Charge Base for the General Service Area.

Apportionment of Annual Service Area Charge Base
For each General Service Area, the Annual Service Area Charge Base is apportioned
between each Customer Class in the Area Customer Group on the basis of the

proportions set out in the Charge Base Apportionment Table.
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52.2

5.3

5.3.1

54

54.1

55

55.1

5.5.2

5.5.3

5.6

5.6.1

5.6.2

6

The amount of the Annual Service Area Charge Base for a General Service Area
apportioned to each Customer Class is the Annual Service Area Class Charge Base for
the Customer Class.

Aggregation of Annual Service Area Class Charge Base
For each Customer Class:

(a) the Annual Service Area Class Charge Base is aggregated over all General
Service Areas; and

(b) the aggregate amount is adjusted by adding or deducting (as appropriate):

0] the Class Change Forecast Over/Under Amount for CDSP Year Y-1
for that Customer Class; and

(i) the Class Change Outturn Over/Under Amount for CDSP Year Y-2
for that Customer Class,

(in accordance with paragraph 8.4) and the resulting amount is the Annual Customer
Class Service Charge Base.

Monthly Customer Class Charge Base

The Monthly Customer Class Service Charge Base for each Customer Class is 1/12 of
the Annual Customer Class Service Charge Base.

General Service Charges

For each Month in the Charging Year, the General Service Charge for each Shipper User
is calculated as the Monthly Shipper Charging Share (for that Month) of the Monthly
Customer Class Service Charge Base for Shipper Users.

For each Month in the Charging Year, the General Service Charge for each DN Operator
and Independent Gas Transporter is calculated as follows:

€) for each Network Customer Class, calculate the Relevant Transporter Annual
Charging Share (for that year) of the Monthly Customer Class Service Charge
Base; and

(b) aggregate the amounts in paragraph (a) over all Network Customer

Classes to determine the General Service Charge.

For each Month in the Charging Year, the General Service Charge for National Grid
NTS is equal to the Monthly Customer Class Service Charge Base.

DCC Shipper Service Charges
The Monthly DCC Service Charge Base is 1/12 of the Annual DCC Service Charge Base.
For each Month in the Charging Year the DCC Shipper Charge for each Shipper User is
calculated as the Shipper Monthly Charging Share (for that Month) of the Monthly

DCC Service Charge Base.

Calculation of Specific Service Charges and Additional Service Charges
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6.1

6.1.1

6.1.2

6.2

6.2.1

6.3

6.3.1

6.3.2

6.4

6.4.1

6.4.2

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1) to
Specific Services - Forecast Demand

In the CDSP Budget the CDSP will forecast the usage of or demand for each Service Line
for a Specific Service (including any Mandatory Specific Service) in the Charging Year.

Such usage or demand is expressed by reference to the Charging Measure and
where applicable the Charging Period for the Specific Service (including any
Mandatory Specific Service) as provided in the CDSP Service Description.

Cost forecast and Charge Base
For each Specific Service (including any Mandatory Specific Service) the CDSP will:

(@) forecast the Costs of the Specific Service (including any Mandatory Specific
Service) on the basis of the forecast usage or demand; and

(b) determine the Charge Base by adding the margin (as provided in paragraph 4.4.1)
to the forecast Costs.

Unit charge

For each Specific Service (including any Mandatory Specific Service) the unit Specific
Service Charge is calculated by dividing the
Charge Base by the amount (expressed by reference to the relevant Charging Measure
and where applicable the Charging Period) of the forecast demand or usage.

No adjustment is made in respect of the Specific Service Charges determined in
accordance with paragraph 6.3.1 by reference to outturn Costs of, or usage of or demand
for, the relevant Specific Service (including any Mandatory Specific Service).

Additional Service Charges
Before making an Additional Services Offer the CDSP shall:

€) estimate the Costs of providing the Additional Service in the CDSP Year in
which the Additional Service will start (to include any Costs of developing the
Additional Service);

(b) add the applicable margin (in accordance with paragraph 4.4.1) for that CDSP
Year to determine a Charge Base;

(c) determine an Additional Service Charge, or basis (and, where applicable,
measure of usage) for calculating an Additional Service Charge, and an
invoicing frequency, which will recover such Charge Base over the period in that
CDSP Year in which the Additional Service is provided; and

(d) decide whether the Charge should be subject to any adjustment to reflect
outturn Costs (or where applicable usage) as compared with what was
estimated in a CDSP Year.

For any CDSP Year after the first in which the Additional Service is provided, the CDSP will:

€) estimate the Costs and determine the Charge Base for the Additional Service; and
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(b) determine (on the basis referred to in paragraph 6.4.1(c) and (d)) the
Additional Service Charge for the CDSP Year,

but the CDSP may continue to apply the prior year’s Charge if it considers that (on the
above basis) there would be no significant change.

7 Infrastructure Charges and DCC Shipper Investment Charges
7.1 Introduction

7.1.1 Infrastructure Charges are payable by Customers in respect of the Costs incurred by
the CDSP in the Charging Year in renewing, replacing or upgrading fixed assets.

7.2 Non-DCC related investment - Annual Customer Class Infrastructure Charge Base

7.2.1 Subject to paragraph 7.2.3, for each Customer Class the Annual Customer
Class Infrastructure Charge Base for the Charging Year is calculated as:

AICBba * AACCSCB / Y AACCSCB
where
AICBbal is the Annual Infrastructure Charge Base for Balance-of-Infrastructure;

AACCSCB is the Adjusted ACCSCB calculated in accordance with paragraph 7.2.2;
and

> is the sum over all Customer Classes.

7.2.2 The Adjusted ACCSCB is the amount calculated for each Customer Class as the Annual
Customer Class Service Charge Base in accordance with paragraph 5.3.1 on the basis
that the aggregation over Service Areas excludes the following Service Areas relating to
UK Link Gemini and Managing Change:

€) Service Area 8 - Credit risk management (including cash collection) and
management of neutrality accounting processes;

(b) Service Area 13 — Managing Change; and
(© Service Area 14 - Gemini system services.

7.2.3 For National Grid NTS, the Annual Customer Class Infrastructure Charge Base is the sum
of:

(a) the amount determined in accordance with paragraph 7.2.1; and

(b) the whole of the Annual Infrastructure Charge Base for UK Link Gemini.

7.3 Non-DCC related investment - Monthly Infrastructure

Charges 7.3.1 For each Customer in any Customer Class:

€) subject to paragraph (b), the Monthly Infrastructure Charge for each Month in
the Charging Year is calculated as the Customer’s Monthly Charging Share of
1/12 of the Annual Customer Class Infrastructure Charge Base for the relevant
Customer Class; and
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7.4

7.4.1

7.4.2

(b) for DN Operators and Independent Gas Transporters the Monthly
Infrastructure Charge is calculated by aggregating the amounts in paragraph
(a) over the Network Customer Classes.

DCC Shipper Investment Charges

The Monthly DCC Investment Charge Base for a Month in a Charging Year is 1/M of the
Annual DCC Investment Charge Base; where M is 12 or, where (in accordance with
paragraph 4.6.5) the Charging Year is a shorter period, the number of Months in such
period.

For each Month in the Charging Year the DCC Shipper Investment Charge for each
Shipper User is calculated as the Shipper Monthly Charging Share (for that Month) of the
Monthly DCC Investment Charge Base.

8 Change Charges

8.1

8.1.1

8.1.2

8.1.3

8.2

Introduction

Change Charges are payable by Customers in respect of Service Changes for which the
CDSP performs activities under the Service Change Procedures, excluding those activities
referred to in paragraph 2.2.5, in the Charging Year (Chargeable Change Activities) (and
for the avoidance of doubt such activities do not include the operation of the DCC Contract
Change Procedures).

This paragraph 8 sets out the basis on which:
€) for General Service Changes:

0] Change Charges for Customers will be calculated after the Charging
Year (paragraph 8.2);

(ii) Provisional Change Charges for Customers are calculated
before the Charging Year (paragraph 8.3); and

(iii) a reconciliation and adjustment in respect of Change Charges is
made after the Charging Year (paragraph 8.4); and

(b) for Specific Service (including any Mandatory Specific Service) Changes, specific
Change Charges will be determined.

The total Change Charge Base (Change Budget) in the CDSP Budget for a CDSP Year
shall be determined as the sum of:

€) the estimated Charge Base in respect of Chargeable Change Activities for all
General Service Changes taken into account in the CDSP Budget (as provided
in paragraph 8.3.2(a); and

(b) an additional amount sufficient to cover the likely Costs of any Changeable
Charge Activities (for General Service Changes) which are not foreseen in the
CDSP Budget.

Calculation of Change Charges for General Service Changes
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(ii) between each Customer Class, on the basis of the proportions set out in the

8.2.1 For each General Service Change for which the CDSP performs a Chargeable
Change Activity in the Charging Year:

(a) the Service Change is assigned to a Service Area by reference to the Service
Line or Service Lines to which the Service Change relates;

(b) if the Service Change relates to Service Lines in more than one Service Area,
the Service Change is assigned to each such Service Area in proportions
determined by the CDSP to reflect its assessment of the proportions in which
the Change Costs are allocable to each such Service Area;

(c) the Change Costs of Chargeable Change Activities are determined in
accordance with the Cost Allocation Methodology;

(d) the Charge Base is calculated by adding a margin (in accordance with
paragraph 4.4.1) to such Costs; and

(e) the Charge Base is apportioned:

0] where relevant, between Service Areas, in the proportions determined
under

paragraph (b); and
(i) between each Customer Class, on the basis of the proportions set out
in the Charge Base Apportionment Table for the relevant Service Area
or Areas.
8.2.2 For each Customer Class, the Annual Class Change Charge Base is calculated as:

>saYsc ACBsc
where
Y sA is the sum over Service Areas;
Ysc is the sum over General Service Changes for a Service Area; and

ACBsc is the amount of the Charge Base in respect of each General Service
Change apportioned to the Customer Class under paragraph 8.2.1(e).

8.2.3 The Change Charge payable by each Customer for General Service Changes for the
Charging Year is the Customer's Annual Charging Share of the Annual Class Change
Charge Base (aggregated for DN Operators and Independent Gas Transporters over all
Network Customer Classes).

8.3 Provisional Change Charges

8.3.1 For each Month of the Charging Year Customers will pay Charges (Provisional
Change Charges) calculated in accordance with this paragraph 8.3 in respect of
General Service Changes.

8.3.2 For each Customer Class, the Provisional Annual Class Change Charge Base shall
be determined, as follows:
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8.3.3

8.34

8.35

8.4

(@)

(b)

()

for each General Service Change which is taken into account in the CDSP
Budget, the CDSP will estimate the relevant Costs and (by adding a margin
in accordance with paragraph 4.4.1) determine the Charge Base;

the amount of the Charge Base for each such Service Change will be increased
by a percentage uplift as provided in paragraph 8.3.4; and

the CDSP will estimate the Annual Class Change Charge Base (as provided
in paragraph 8.2.2) on the basis of the uplifted amounts referred to in
paragraph (b), and such estimate is the Provisional Annual Class Change
Charge Base.

For each Customer the Provisional Change Charge for a Month is its Monthly Charging
Share of 1/12 of the Provisional Annual Class Change Charge Base (aggregated for DN
Operators and Independent Gas Transporters over all Network Customer Classes).

The percentage uplift in paragraph 8.3.2(b) will be set so as to allow the CDSP to recover,
by Provisional Change Charges, the whole of the Change Budget.

No adjustment shall be made within the Charging Year in respect of the Provisional
Class Annual Change Charge Base for any Customer Class.

Adjustment in respect of provisional charges

8.4.1 In relation to a CDSP Year Y, the CDSP will, when preparing the CDSP Budget for Year Y:

8.4.2

8.5

(@)

(b)

determine the Forecast Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-1; and

on the basis of what is determined under paragraph (a), determine for each
Customer Class the Forecast Over/Under Amount in respect of the Annual
Class Change Charge Base for Year Y-1,

and the amount determined under paragraph (b) for each Customer Class is the Class
Change Forecast Over/Under Amount for Year Y-1 (and is applied as set out in
paragraph 5.3.1(b)(i)); and

(©)

(d)

determine the Outturn Over/Under Amount in respect of the Charge Base for
each General Service Change for which the CDSP has performed or will
perform Chargeable Change Activities in Year Y-2; and

on the basis of what is determined under paragraph (c), determine for each
Customer Class the Outturn Over/Under Amount in respect of the Annual Class
Change Charge Base for Year Y-2,

and the amount determined under paragraph (d) for each Customer Class is the Class
Change Outturn Over/Under Amount for Year Y-2 (and is applied as set out in
paragraph 5.3.1(b)(ii)).

For avoidance of doubt, paragraph 8.4.1 shall apply in respect of all General Service
Changes including any which were not foreseen in the CDSP Budget for Year Y-1 or Y-

2.

Change Charges for Specific Service Changes

Page 24





8.5.1 Where a Service Change is made to add or vary a Specific Service (including any
Mandatory Specific Service), as part of the Service Change Procedures the
methodology for calculating Change Charges in respect of the Change Costs of
Chargeable Change Activities will be established in accordance with the Change
Management Procedures.

8.5.2 Such methodology shall provide for:

(a) the basis on which, in each CDSP Year, Change Charges are to be calculated
by reference to the Charge Base (on the basis of Costs accruing in the CDSP
Year) for the Specific Service (including Mandatory Specific Service) Change;

(b) the Customer(s) or Customer Class(es) who are to pay such Change Charges;

(c) the CDSP to forecast such Change Costs and determine a Charge Base
when preparing the CDSP Budget; and

(d) an adjustment in respect of such Change Charges after the CDSP Year to
reconcile Forecast Over/Under Amounts and Outturn Over/Under Amounts.

8.5.3 The CDSP shall amend the Specific Service Change Charge Annex to include each
such methodology when it is established.

8.5.4 The CDSP shall calculate Change Charges for each Specific Service (including
Mandatory Specific Service) Change in accordance with such methodology.

9 Annual Charging Statement
9.1 General

9.1.1 The Annual Charging Statement for the Charging Year sets out the Charge Bases and
other details determined by applying the rules in this Document to the CDSP Budget, as
set out in paragraphs 9.2, 9.3, 9.4 and 9.5.

9.1.2 The Annual Charging Statement shall contain supporting information sufficient to explain
how the Charge Bases and Charges set out in the statement have been calculated (on the
basis of the rules in this Document) by reference to the CDSP Budget for the Charging
Year and (where applicable) the CDSP Budget or Annual Accounts for any prior CDSP
Year.

9.1.3 The CDSP shall, by 31 January in Year Y-1, prepare and send the Annual
Charging Statement to the Committee and each Customer.

9.1.4 The CDSP shall keep the Annual Charging Statement under review, but it is
acknowledged that:

€) the Annual Charging Statement sets out the result of the application of the rules in
this Document to the CDSP Budget;

(b) accordingly, in the absence of:
0) an error in the application of such rules; or
(i) a Budget Amendment; or
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9.15

9.1.6

9.2

9.21

9.2.2

9.3

9.31

9.4

(iii) an amendment of this Document taking effect within the Charging
Year; no review or amendment of the Annual Charging Statement is likely to be
required; and

(c) if this Document complies with the requirements referred to in GT Section
D1.2.2(a)(ii)) it can be assumed that the Annual Charging Statement
complies with those requirements.

If any Party considers there is an error in the Annual Charging Statement such Party shall
notify the Committee and the CDSP; and the CDSP shall discuss the matter with the
Committee and (where necessary to ensure the statement complies with this Document)
shall correct and reissue the Annual Charging Statement.

For the avoidance of doubt, the CDSP shall not amend the Annual Charging Statement
without first discussing the proposed amendment with the Committee and without the
consent of the Committee.

Service Charges

In respect of General Service Charges, the Annual Charging Statement will set out:

@ for each Service Area:

0] the Annual Service Area Charge Base; and

(ii) for each Customer Class, the Annual Service Area Class Charge Base; and
(b) for each Customer Class, the Annual Customer Class Service Charge Base.

In respect of Specific Service Charges, the Annual Charging Statement will set out, for each
Service Line:

€) the Charge Base for each Service Line; and

(b) the unit Service Charge based on the applicable Charging Measure.
Infrastructure Charges

In respect of Infrastructure Charges, the Annual Charging Statement will set out:

(a) the Annual Infrastructure Charge Base (separately for UK Link Gemini and
Balance-of-Infrastructure); and

(b) for each Customer Class, the Annual Customer Class Infrastructure Charge Base.

Change Charges

9.4.1 In respect of Change Charges for General Service Charges, the Annual Charging Statement

will set out the Provisional Annual Class Change Charge Base for each Customer Class.
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9.4.2 In respect of Change Charges for Specific Service (including Mandatory Specific Service)
Changes, the Annual Charging Statement will set out, for each Specific Service (including
Mandatory Specific Service) Change:

(@)
(b)

the Charge Base; and

such other charging information as is provided for in the methodology in the
Specific Service Change Charge Annex.

9.5 DCC Charges

9.5.1 In respect of DCC Charges, the Annual Charging Statement will set out:

(@)
(b)

the Annual DCC Service Charge Base; and

the Annual DCC Investment Charge Base.

10 Payment and Invoices

10.1 Obligation to pay

10.1.1 Each Customer shall pay to the CDSP:

(@)
(b)
(©)
(d)
(e)
(f)

the Customer Charge;

the General Service Charge in respect of each Month;

Specific Service Charges in respect of each Month or other Charging Period;
the Monthly Infrastructure Charge in respect of each Month;

the Provisional Change Charge in respect of each Month;

the Change Charge for each Specific Service Charge in respect of each Month or
other period for which such Charge is calculated;





10.1.2

10.2

10.2.1

10.2.2

10.2.3

10.2.4

10.2.5

(9) in the case of Shipper Users only:
0] the DCC Shipper Service Charge in respect of each Month;
(ii) the DCC Shipper Investment Charge in respect of each Month;

(h) any other charge determined in accordance with Budget and Charging Methodology
and provided for in the Annual Charging Statement,

each calculated by reference to the Annual Charging Statement in accordance with the
provisions of this Document;

0] Additional Service Charges, calculated in accordance with the Additional Service
Offer for each Additional Service provided to the Customer, in respect of each Month
or other period for which such Charge is calculated; and

0] any other amount payable by the Customer pursuant to any provision of the DSC.

Amounts in respect of Charges stated in this Document or stated in or derived from the
Annual Charging Statement are exclusive of applicable value added tax (VAT), and
each Customer shall pay applicable VAT in addition to such amounts.

Invoices - general
The CDSP shall prepare and send an invoice (Invoice):

(@) to each Customer in respect of each Month setting out the amounts payable by that
Customer in respect of Charges (other than DCC Shipper Charges) for that Month or
(as applicable) for Charging Periods or other periods for which Charges are payable
in that Month;

(b) to each Shipper User in respect of each Month setting out the amounts payable by
that Shipper User in respect of DCC Shipper Charges for that Month.

The CDSP will send each Invoice for a Month (M) to the Customer by no later than the last
day of Month M (but no delay in sending an Invoice shall affect the Customer’s obligation to

make payment, based on the actual date of the Invoice).

By agreement with a Customer, the CDSP may:

€)) send different Invoices in respect of different Charges;

(b) include, in an Invoice sent in Month M, Charges for any Month or Months following
Month M; and

(©) agree a discount in respect of such Charges, for such accelerated invoicing and

payment, not exceeding the time value of such accelerated payment based on a
reasonable assumption as to the CDSP’s cost of borrowing, and to be forfeit if the
Customer is late in making payment.

Invoices shall be sent by Conventional Notice.

The CDSP shall determine the format of Invoices but shall consult the Committee before
making any material change in the format of Invoices.
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10.3

Invoice - content

10.3.1 Each Invoice shall set out (subject to paragraph 10.2.3(a)):

10.3.2

€)] the name of the Customer;

(b) the Month or (pursuant to paragraph 10.2.3(b)) Months to which the Invoice relates,
and (for Specific Services (including Mandatory Specific Services) and Additional
Charges) any other Charging Periods or other period to which the Invoice relates;

(©) except as provided under paragraph (d), the amount payable by the Customer in
respect of:

() the Customer Charge;

(i) the Monthly Service Charge;

(iii) Specific Service Charges;

(iv) the Monthly Infrastructure Charge;

(V) the Provisional Change Charge;

(vi) the Change Charge for each Specific Service Charge;
(vii) Additional Service Charges; and

(viii) any other charge or amount payable by the Customer as provided in
paragraph 10.1.1(g) or (i);

(d) in the case of an Invoice for DCC Shipper Charges, the amount payable by the
Shipper User in respect of:

0] DCC Shipper Service Charges;
(ii) DCC Shipper Investment Charges;
(e) VAT in respect of such amounts;
) such further details as are required by Law relating to VAT; and

(9) the date by which (in accordance with Clause 5.2 of the DSC Terms and Conditions)
payment is due.

Each Invoice shall set out or shall be accompanied by a statement setting out:

(@) the Customer’s Monthly Charging Share;

(b) where applicable, the Customer’s Annual Charging Share;

(c) the amount (by Charging Measure and Charging Period where applicable) of
each Specific Service (including any Mandatory Specific Service) provided to the
Customer;

Page 28





(d)

()

the basis on which the Customer’s Charges have been calculated from the
Charge Bases set out in the Annual Charging Statement and the details in
paragraphs (a) and (c) above; and

such information as may be required to show the basis of calculating a Change

Charge for a Specific Service Change in accordance with the applicable methodology
in the Specific Service Change Charge Annex.

Page 29






asz2jtbz.png




