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	Purpose of Change Proposals:
The intent of these Change Proposals is to amend the application of residual charging in respect of storage generators in the CDCM and EDCM. 
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	This document is a Consultation issued to DCUSA Parties and any other interested Parties in accordance with Clause 11.14 of the DCUSA seeking industry views on DCP 341/342 ‘Removal of residual charging for storage facilities in the CDCM/EDCM’
The Working Group recommends that this Change Proposal should proceed to consultation.
Parties are invited to consider the questions set in section 10 and submit comments using the form attached as Attachment 1 to dcusa@electralink.co.uk by TBC
The Working Group will consider the consultation responses and determine the appropriate next steps for the progression of the Change Proposal (CP).
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	Impacted Parties: DNOs, IDNOs, Suppliers and DG Parties
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	Impacted Clauses: Schedule 16:
Schedule 17 & 18:
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Timetable
The timetable for the progression of the CP is as follows:
Change Proposal timetable
	Activity
	Date

	Initial Assessment Report Approved by Panel
	20 February 2019

	Consultation issued to Parties
	03 June 2019

	Change Report issued to Panel
	10 July 2019

	Change Report issued for Voting
	19 July 2019

	Party Voting Ends
	09 August 2019

	Change Declaration issued to Authority
	13 August 2019

	Authority Decision
	17 September 2019

	Implementation Date
	01 April 2021
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[bookmark: _Toc318962134]What?
Changes are required to the Common Distribution Charging Methodology (CDCM) and the Extra High Voltage (EHV) Distribution Charging Methodology (EDCM) to ensure that storage facilities are not subject to residual charges for demand where the intent is to export the energy taken back onto the system.
Why? 
Residual charges exist to ensure that distributors recover their allowed revenue. They generally recover sunk costs in respect of historic investments into network infrastructure for the purpose of serving demand customers. In July 2017, the Government and Ofgem published their Smart Systems and Flexibility Plan[footnoteRef:1] where they identified a number of policy and regulatory barriers to the further deployment of storage. In order to address these, Ofgem identified a number of actions which included that storage facilities should not pay the ‘demand residual’ element of network charges at transmission and distribution level (page 11 of published document).  [1:  https://www.ofgem.gov.uk/system/files/docs/2017/07/upgrading_our_energy_system_-_smart_systems_and_flexibility_plan.pdf] 

On 23 January 2019 Ofgem published an Open letter[footnoteRef:2] on implications of charging reform on electricity storage. In this letter they requested that modifications be brought forward to promptly address residual charging for storage in the CDCM and EDCM.  [2:  https://www.ofgem.gov.uk/system/files/docs/2019/01/storage_and_charging_reform_2201f.pdf
] 

How?
FOR DCP 341
By the introduction of a new set of tariffs that will be applied in respect of the demand (import) associated with eligible storage facilities which mirror the existing ‘LV HH metered’, ‘LV Sub HH metered’ and ‘HV HH metered’ tariffs but with no ‘adder’ applied to unit rates (i.e. with no residual element).
[bookmark: _Toc453107797][bookmark: _Toc523686766]FOR DCP 342
By amending the calculations set out within Schedules 17 and 18 of DCUSA for ‘Demand Scaling’ to account for the proposal that storage facilities are not subject to residual charges for demand where the intent is to export the energy taken back onto the system. 
FOR BOTH
By defining what is classed as a storage facility and developing parameters for the identification of such storage facilities and the determining the eligibility criteria for those that have been identified. 
Governance
Justification for Part 1 Matter
DCPs 341/342 are considered as a Part 1 Matters as they will impact owners/operators of storage facilities, Suppliers and demand consumers to the extent that any revenue shortfall will be reflected as an increase to demand tariffs within both the CDCM and the EDCM.
Requested Next Steps
[bookmark: _Toc318962135][bookmark: _Toc453107798]Following a review of the Consultation responses, the Working Group will work to agree the detail of the solution for DCPs 341/342 and if appropriate progress to the Change Report phase. 
[bookmark: _Toc523686767]Why Change?
Background of DCP 341 and DCP 342	Comment by John Lawton: It is worth adding a para in over the previous two CPs in this area.	Comment by Dylan Townsend: Agreed, happy to undertake this following the next meeting. It may be worth also referencing the other industry mods here which would then remove the need to add references below as set out in the comments.
More traditional forms of embedded generation generally have small import capacities, and so residual charging on the demand element is relatively small. Storage facilities have a much higher import capacity (generally equal to their export capacity) and so residual charging on the demand element represents a significant charge.
This means that traditional forms of embedded generation are charged much lower demand residual charges as a result of their small import connections to the Distribution Network Operator (DNO) network compared to storage operators because of their much larger import connections to the DNO network. As a result, storage would not be competing on a level playing field with other forms of embedded generation. 
Any reduction in residual charges paid by storage facilities will be recovered from the remainder of CDCM/EDCM demand customers. The number of qualifying storage facilities is likely to be relatively low initially and hence the impact is expected to be minimal for customers overall.
CDCM SPECIFIC
Storage facilities in the CDCM are treated as generators and each have an export Meter Point Administration Number (MPAN) charged under the CDCM with an associated import MPAN, which is charged an import tariff. For example, a half-hourly (HH) settled LV connected storage facility will have an export MPAN on the ‘LV Generation Non-Intermittent’ tariff (which attracts no residual charges) and an import MPAN on the ‘LV HH Metered’ tariff (which does attract residual charges). As a result, CDCM embedded generators are paying residual charges for import, with the level of residual charge paid varying dependent on the location of the embedded generator (i.e. within which DNO network the embedded generator is sited) and the size of the import (and specifically the unit volume imported since residual charging in the CDCM is applied exclusively to unit rates).
The impact is uniform for 13 DNO licensees, with decreases for the import tariffs for storage and increases for all other tariffs, with the magnitude of the impact varying dependent on the magnitude of scaling in each DNO area and the volume of import assumed to be associated with storage facilities.
The one remaining DNO licensee (the London region) sees the inverse of this impact, with import tariffs for storage facilities increasing and other tariffs decreasing – this is because scaling in the London region is negative, i.e. the underlying charges generated by the CDCM would generate revenue in excess of revenue allowances so underlying charges are ‘scaled’ down to allowed revenue. This means that the ‘pre-scaled’ tariffs (which are being applied to the import for embedded generators) are in fact higher than the scaled tariffs.
EDCM SPECIFIC
Storage facilities are treated as embedded generators with charges calculated in the EDCM has an associated import capacity, with an import tariff calculated in respect of that import capacity. The export tariff for embedded generators does not attract any element of residual charging, whilst the associated import tariff attracts residual charging in the same way as the charges for a demand only customer. As a result, EDCM storage facilities are paying residual charges for import, with the level of residual charge paid varying dependent on:
· the size of the import;
· the unit volume expected to be imported by the customer in the relevant DNO’s peak super-red period (the forecast of which is used in the calculation of residual charges); and
· the level of residual revenue of the DNO licensee to whose network the generator is connected.
Similar to the CDCM any reduction to the demand tariff for storage facilities will result in an increase in the other EDCM demand tariffs.
Question 1 - Do you understand the intent of the CPs?
Question 2 – Are you supportive of the principles of the CP?

[bookmark: _Toc453107799][bookmark: _Toc523686768]Code Specific Matters
Managing Legal Text Interactions	Comment by Dylan Townsend: This may be better placed after the Working Group assessment but to be discussed during the meeting
The Terms of Reference for each DCUSA Working Group contain instructions on how they are to prepare legal text, specifically that: 
The legal text should be cross checked against all approved but still to be implemented CPs to ensure that any CP takes into consideration changes to the same DCUSA paragraph and produces a final version of that paragraph; and
The proposed legal text changes are track changed against the most recently published charging methodology pre-release.
With respect to DCP 341, the baseline text to which changes should be made against is the 01 April 2020 pre-release version of the DCUSA which was issued in October 2018. However, following the Authority’s decision to approve DCP 268 ‘DUOS Charging using HH Settlement data’ on 08 April 2019, the Working Group were required to consider the amendments being made by DCP 268. It was noted that a number of amendments in this change impact a number of paragraphs amended by DCP268. This change therefore considers those approved paragraphs that this change is seeking to amend. It is also noted that if DCP 341 is approved then both CPs will be implemented in the same DCUSA release on 01 April 2021.
On specific paragraphs where the legal text for DCP 341 overlaps with that of DCP 268 the Working Group have indicated with a comment that this is the case and what the legal text needs to end up as.
[bookmark: _Toc523686769]Working Group Assessment 
[bookmark: _Toc318962139]DCP 341/342 Joint Working Group Assessment
The DCUSA Panel established a Joint Working Group to assess DCPs 341/342. This Working Group consists of representatives from DNOs, Suppliers and Independent Distribution Network Operators as well as a representative from the Storage community and an observer from Elexon and one from Ofgem. Meetings were held in open session and the minutes and papers of each meeting are available on the DCUSA website – www.dcusa.co.uk.
The Working Group developed this consultation document to gather information and feedback from market participants on the CPs.
Following the initial meetings of the Working Group, it was agreed that the proposed solutions set out in the CP forms for each of the CPs were to be progressed as they were seen as relatively simple and could be developed at the desired pace. The Working Group gave consideration as to how to enact the solutions to ensure that residual exempt demand charges will only apply to storage facilities not co-located with final demand. Further consideration was given to the proposal that such charges would be applied where a Supplier requests as such on behalf of its customer and only after providing assurance to the DNO that the storage facility is exempt from final consumption levies. 
In undertaking this development, the Working Group split out three key components of the CPs, being:
· The introduction of proposed new tariffs for the CDCM and the amendment to calculations for the EDCM (the solutions for DCP 341 and DCP 342);
· [bookmark: _Hlk6296670][bookmark: _Hlk6393834]The definition and identification of storage facilities; and 
· The eligibility criteria for those that have been identified.
[bookmark: _Hlk6394073]Definition and identification of storage facilities 
The Working Group concluded that in order to some of the terminology being used across industry with respect to storage facilities, such as ‘final demand’, ‘final consumption levies’ and ‘intermediate demand’ should be explained in sufficient detail so as to avoid confusion. The Working Group also considered that the basis on which Ofgem are considering exemption requirements for final consumption levies may not necessarily carry the right context for exemption requirements for network charges. 	Comment by John Lawton: This sentence is confusing	Comment by Dylan Townsend: Agreed, will amend following the meeting
For the purposes of developing these CPs and notwithstanding any future or final definitions as may be drafted into legislation or licence conditions, the Working Group agreed that the following definitions were appropriate: 
· ‘final demand’,	Comment by Dylan Townsend: Not sure if any have been agreed yet or whether it is something that the group wants to do but have added as had captured in minutes
· ‘final consumption levies’, 
· ‘intermediate demand’,
· ‘co-located’,
The Working Group considered whether the proposed definitions as set out by Ofgem in their ‘Clarifying the regulatory framework for electricity storage: licensing consultation’ issued on 2nd October 2017 would applicable to these CPs. These definitions form part of the proposed introduction of a ‘Section E - Supplementary Standard Conditions for electricity storage’ to the Electricity Generation Licence: Standard Conditions and are set out below:
 “Condition E1: Requirement to export
1.	The licensee shall not have self-consumption as the primary function when operating its storage facility.
2.	If at any time the licensee knows or reasonably should know of any event or circumstance that has occurred or is likely to occur that may affect its ability to comply with paragraph 1, the licensee shall as soon as reasonably practicable notify the Authority in writing of the event or circumstance.”
However, the Working Group considered that the use of this may not be appropriate, noting that the relationship to a licensee may cause an issue as not all distribution connected storage facilities will be in possession of a generation licence. 
The Working Group noted that there is view from within the group developing the CUSC modifications that those who want to be exempt from residual charges would need to become a licensee. However, the Working Group believed that this approach may result in discrimination based on being a licence holder. 	Comment by John Lawton: We need links to these in the footnotes as it begs a question what CUSC changes. Perhaps link to section below and have the links there.	Comment by Dylan Townsend: Depending on the decision made about the inclusion of further detail in the background section, this may be sufficient. To be discussed at meeting
The Working Group noted that alongside ‘Condition E1: Requirement to export’ from Ofgem’s ‘Clarifying the regulatory framework for electricity storage: licensing consultation’ there are also definitions contained in the same document. The definitions are set out below:
“electricity storage is the conversion of electrical energy into a form of energy, which can be stored, the storing of that energy, and the subsequent reconversion of that energy back into electrical energy.”
“electricity storage facility means a facility where Electricity Storage occurs.”
The Working Group agreed that these definitions would be suitable for the purposes of these CPs but noted that neither covers off how to determine if the import of a storage facility is only used for the operation of that facility and not some other purpose or onsite demand. The Working Group concluded that one simple way of determining if the import of a storage facility is only used for the operation of that facility and not some other purpose or onsite demand is the addition of the wording ‘whose sole function is’ between the two definitions in the applicable sections of legal text.
Question 3 – possible question to be added regarding the definition and identification of storage facilities	Comment by Dylan Townsend: Possible question
[bookmark: _Toc318967199]DCP 341 Solution
The Working Groups solution is to introduce of a new set of tariffs for CDCM customers which will be applied in respect of the demand element of storage facilities, and mirror the existing LV HH metered, LV Sub HH metered and HV HH metered tariffs but with no ‘adder’ applied to unit rates (i.e. with no residual element). The name of new tariffs to be introduced are:
· LV Site Specific Storage Import;
· LV Sub Site Specific Storage Import; and
· HV Site Specific Storage Import
These have been given the naming convention of the tariffs proposed under the solution for DCP268. DCP 268 changed the title of LV HH metered to LV Site Specific likewise LV Sub HH metered to LV Sub Site Specific and HV HH Metered to HH Site Specific and so the naming convention for the three new tariffs introduced by DCP 341 has utilised these updated names conventions. 
Under the DCP 341 approach, the CDCM model will require amendment to enable Distribution Network Operators (DNO)s, to be able to update their forecast volumes for the three newly introduced tariffs.
Question 4 – possible question to be added regarding the solution for DCP 341
DCP 342 Solution
The EDCM-LRIC and EDCM-FCP models so that the calculations for ‘Demand Scaling’ account for the proposal that storage facilities are not subject to residual charges for demand where the intent is to export the energy taken back onto the system. The Working Group have made the changes to ‘The asset based charging rate for residual revenue is converted into a p/kVA/day import capacity based residual revenue charge’ and the ‘The fixed adder in p/kVA/day is converted into an import capacity based charge’ calculations set out in paragraphs 18.19 and 18.21 respectively. Two new paragraphs, 18.19A and 18.21A to state that for eligible sites, the charges resulting from those calculations will be zero. Two corresponding changes to paragraphs 18.18 ‘a single asset based residual revenue charging rate’ and 18.20 ‘A fixed adder in p/kVA/day for the remaining 20 per cent of residual revenue’ have been made to ensure eligible sites are taken into account for the purposes of those calculations.
[bookmark: _Hlk521879540][bookmark: _Hlk6394542]Question 5 - possible question to be added regarding the solution for DCP 342 
Tariff Aggregation in the CDCM
1.1 The Working Group noted that xx	Comment by John Lawton: We need to add a section in over the aggregation of tariffs for the CDCM but perhaps before the certification section
Question 6 – possible question to be added?
Eligibility Criteria
The Working Group gave consideration to the other component of the solution, being that in order for a Supplier to request that a DNO applies these new storage tariffs, it must provide assurance to the DNO that the storage facility is eligible for such a tariff. The Working Group noted that within the development of the CUSC modifications, it appears this may be via a director signed declaration, which would be followed up by assurance procedures to ensure the declaration aligns with the activity being carried out on site. It was noted that this process would be carried out under processes defined within the BSC, as is the intent of P383. 
Further to this, it was also noted that the BSC modification P375 is looking use of operational (behind the meter) metering as mechanism to record the relevant import associated to storage facilities. 	Comment by Dylan Townsend: Direct from minutes – may not need
Whilst none of the Supplier members on the call could confirm the appropriateness of this approach, it was suggested that a question around this area could be added to the consultation document to seek views from Suppliers. 
Question 7 – possible question to be added?

[bookmark: _Toc453107801][bookmark: _Toc523686770]Relevant Objectives
Assessment Against the DCUSA Objectives 
For a DCUSA Change Proposal to be approved it must be demonstrated that it better facilitates the DCUSA Objectives. There are five General Objectives and six Charging Objectives. The full list of objectives is documented in the DCUSA.
The Proposer considers that the following DCUSA Objectives are better facilitated by DCPs 341/342.
	DCUSA Charging Objectives
	Identified impact

	1. that compliance by each DNO Party with the Charging Methodologies facilitates the discharge by the DNO Party of the obligations imposed on it under the Act and by its Distribution Licence
	Positive

	2. that compliance by each DNO Party with the Charging Methodologies facilitates competition in the generation and supply of electricity and will not restrict, distort, or prevent competition in the transmission or distribution of electricity or in participation in the operation of an Interconnector (as defined in the Distribution Licences)
	Positive

	3. that compliance by each DNO Party with the Charging Methodologies results in charges which, so far as is reasonably practicable after taking account of implementation costs, reflect the costs incurred, or reasonably expected to be incurred, by the DNO Party in its Distribution Business
	Positive

	4. that, so far as is consistent with Clauses 3.2.1 to 3.2.3, the Charging Methodologies, so far as is reasonably practicable, properly take account of developments in each DNO Party’s Distribution Business
	Positive

	5. that compliance by each DNO Party with the Charging Methodologies facilitates compliance with the Regulation on Cross-Border Exchange in Electricity and any relevant legally binding decisions of the European Commission and/or the Agency for the Co-operation of Energy Regulators.
	None

	6. that compliance with the Charging Methodologies promotes efficiency in its own implementation and administration.
	None


The rationale provided by the Proposer set out in the CP form, provided as Attachment X is detailed below.
Charging Objective One: Standard Licence Condition four of the electricity distribution licence requires that distributors operate their businesses in a way that does not distort competition in the generation of electricity. This CP will ensure that storage facilities connected at HV and LV are able to compete on a level playing field with traditional embedded generation technologies, and so will avoid a distortion to competition in the generation of electricity.
Charging Objective Two: This CP will ensure that storage facilities connected at HV and LV are able to compete on a level playing field with traditional embedded generation technologies, and so will avoid a distortion to competition in the generation of electricity.
Charging Objective Three: This CP will increase the cost-reflectivity of tariffs for storage facilities by ensuring they are not exposed to residual charges.
Charging Objective Four: DNOs are seeing an increase in the number of applications for the connection of storage facilities to their networks. This CP will ensure that such storage facilities can compete on a level playing field with other embedded generators. 
Question 8 – question to be added

[bookmark: _Toc318962138][bookmark: _Toc453107802][bookmark: _Toc523686771]Impacts & Other Considerations
Significant Code Review Impacts
TCR SCR Interaction
This CP has a significant crossover with the Targeted Charging Review (TCR) Significant Code Review (SCR) which is currently being progressed by Ofgem, which is looking at residual charging more generally. Ofgem has indicated that it views this CP as a ‘quick win’ which can be progressed in isolation whilst the TCR looks at the issue of residual charging more fundamentally.
The Working Group noted that Ofgem released a ‘minded to’ consultation on 28 November 2018 and which closed on 04 February 2019 and have undertaken development of these CPs with this in mind.
Electricity Network Access and Forward-Looking Charging Review SCR Interaction
Following Ofgem’s consultation issued on 23 July 2018, it was noted that on 18 December 2018 Ofgem published its decision to launch an SCR entitled ‘Electricity Network Access and Forward-looking Charging Review’. The documentation with that decision included the scope and form of the review.	Comment by Dylan Townsend: Anything further to add here?
Consideration of Industry Codes 	Comment by Dylan Townsend: May not be needed depending on the detail agreed above but Working Group to discuss
The Working Group discussed how these CPs crossover with a number of ongoing modifications across industry, noting that there are some directly related to these CPs and some others designed to facilitate possible enduring solutions. In developing these CPs, the Working Group, have where possible, maintained consistency with the other ongoing modifications. Specifically, the Working Group have considered the following industry code modifications:
· CMP281 'Removal of BSUoS Charges From Energy Taken From the National Grid System by Storage Facilities'
· CMP280 ‘Creation of a New Generator TNUoS Demand Tariff which Removes Liability for TNUoS Demand Residual Charges from Generation and Storage Users'
· P383 ‘Enhanced reporting of demand data to the NETSO to facilitate CUSC Modifications CMP280 and CMP281’
· P375 ‘Settlement of Secondary BM Units using metering behind the site Boundary Point’
Consumer Impacts
Insert text here
Impact Assessment
FOR DCP 341
The Working Group requested the DCUSA modelling consultant to carry out an impact assessment using proxy data for forecast volumes in place of actual forecast volumes data for storage sites as it was noted that this is not something that is readily available. The Working Group have used an assumption that 5% of generators are storage sites and thus to use import data of these sites as the forecast volumes.  This data was provided to the modelling consultant via a spreadsheet that included a revised 2020/21 volume forecast with estimated units for the storage tariffs. In providing this data, the Working Group used the following assumptions:
· 5% of HH metered exported units at each voltage (i.e. 5% of the sum of the intermittent, non-intermittent, intermittent no RP charge and non-intermittent no RP charge at each voltage) are exported by storage. The total import volumes associated with the new storage import tariffs is set to the same level, i.e. assuming 1:1 import to export ratio for storage.
· Total volumes have been split across the red/amber/green time bands in the same proportion as the HH metered import tariff at that voltage.
· 5% of generation customer counts are assumed to relate to storage, i.e. the MPAN count for new tariffs has been set to 5% of the total generation MPAN count at that voltage.
· Storage sites have import capacity and excess reactive units set to the average of HH metered demand customers at that voltage. They have no excess capacity.
· Units, MPANs, capacity and reactive units for the storage tariffs have been deducted from the HH metered tariff at each voltage.
· There are no storage sites connected to LDNO networks.
FOR DCP 342
Following receipt of the updated models, the DNOs undertook an impact assessment of the likely impacts associated with DCP 342 on EDCM tariffs. The results….
Environmental Impacts
In accordance with DCUSA Clause 11.14.6, the Working Group assessed whether there would be a material impact on greenhouse gas emissions if DCPs 341/342 were implemented. The Working Group did not identify any material impact on greenhouse gas emissions from the implementation of this CP.
Engagement with the Authority
Ofgem has been fully engaged throughout the development of DCPs 341/342 as an observer of the Working Group.
[bookmark: _Toc318962140][bookmark: _Toc453107803][bookmark: _Toc523686772]Implementation
It is proposed that these CPs should be implemented as soon as possible and in line with the requirement for DNOs to provide fifteen months’ notice of changes to Use of System charges, the earliest implementation date is 1 April 2021.
[anything else needed other than a question?]	Comment by Dylan Townsend: [anything else needed other than a question?]
Question X – question to be added

[bookmark: _Toc156882583][bookmark: _Toc163008071][bookmark: _Toc318962141][bookmark: _Toc453107804][bookmark: _Toc523686773]Legal Text
The legal text for DCP xxx is provided as Attachment xx.	Comment by Dylan Townsend: Will update in due course
The legal text sets out xx
The Working Group xx
Question X – question to be added
[bookmark: _Toc523686774]Consultation Questions
The Working Group is seeking industry views on the following consultation questions:
	No.
	Questions	Comment by John Lawton: I suspect we will have a question over certification from suppliers or indeed whether it is needed at all if it is included as a required of the BSC.	Comment by Dylan Townsend: Agreed this table will be updated following agreement of which questions to include throughout the document

	1 
	Do you understand the intent of the CP?

	2 
	Are you supportive of the principles of the CP?

	3 
	Do you have any comments on the draft legal text?

	4 
	Do you consider that the proposal better facilitates the DCUSA objectives? Please give supporting reasons.

	5 
	Are you supportive of the proposed implementation date of xxx

	6 
	Do you have any other comments on the DCP xxx

	7 
	Are you aware of any wider industry developments that may impact upon or be impacted by this CP?  



Responses should be submitted using Attachment xx to dcusa@electralink.co.uk no later than, DATE 
Responses, or any part thereof, can be provided in confidence. Parties are asked to clearly indicate any parts of a response that are to be treated confidentially.
[bookmark: _Toc523686775]Attachments 
· Attachment 1 – DCP XXX Consultation Response Form
· Attachment 2 – DCP XXX Change Proposal Form
· Attachment 3 – xx
· Attachment 4 – xx 
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