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1 PURPOSE

1.1 Thisdocumentisissuedinaccordancewith Clause11.20 of the Distribution
Connection Use of System Agreement (DCUSA) and details DCP 203 ‘The
Rationalisation of Discount Factors used to Determine LDNO Use of System Tariffs
Relatingto UMS Connections on Embedded Distribution Networks and the Associated

LDNO Tariffs’".

1.2 Thevotingprocessfortheproposed variation and the timetable of the progression of
the ChangeProposal (CP) through the DCUSA Change Control Processissetoutinthis

document.

1.3 Partiesareinvitedtoconsider the proposed amendments provided as Attachment 2

and submitvotes usingtheform provided as Attachment 1 to dcusa@electralink.co.uk

by 18 December 2015.

2 PACKGROUND AND SUMMARYpF DCP 203 ‘THE RATIONALISATION OF

DISCOUNT FACTORS USED TO DETERMINE LDNO USE OF SYSTEM TARIFFS
RELATING TO UMS CONNECTIONS ON EMBEDDED DISTRIBUTION NETWORKS
AND THE ASSOCIATED LDNO TARIFFS |

2.1 DCP 203 was raised by ESP Electricity Limited and theintentis to maketherequired

amendments to the DCUSA thatwill reducethe number of LDNO discountfactors for

UMS connections to Embedded Distribution Network Operator (EDNO) networks. .-

2.2 TheProposer explains thatunder thecurrentarrangements,Schedule 19 of the
DCUSA, entitled Portfolio Billing,sets out therules for inter-distributor Use of System
(UoS) billingwherean EDNO is connected to the host DNO and subsequently connects
end users tothat EDNQ’s distribution system. This process requiresthatend user’s

MPANs be linked to a Line Loss Factor Class (LLFC) identifier.

2.3 TheLLFC shows thevoltage of connection of the EDNO’s distribution system to the
DNO network (i.e. DNO/EDNO boundary network level) and the network voltage of
the EDNO’s end user Ceustomer. This informationis used by thehost DNO to allocate
the relevantdiscountfactortothe “All The Way” UoS tariff,to calculatethe
associated LDNO tariff that willbeapplied to the EDNO when the DNO bills the EDNO

for the useof its distribution system.
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.| Comment [WP1]:It’s not clear what

the change actually delivers in practice.
Could a executive summary be inserted?
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The Working Groupdo not consideran
executive summary is required.

Comment [WP3]: Need to check each
instance ofEDNO and LDNOiin this
document to ensure itis correct and
consistent.

“{ Comment [CH4]: W orking Group: DT
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24

25

2.6

2.7

The Proposer further explains that this process works effectively for metered
Ceustomers assuch Ceustomerstend to havea single,or a smallnumber of exit points
per MPAN, typically confined toa single EDNO network. Inthe caseof UMS
connections provided to UMS Customers that have multiple exit points, often
distributed amongst a wide geographic area containinga number of different EDNO

distribution systems, the process becomes more complex.

UMS Ceustomers are more often than not Local Authorities (LAs)thatareresponsible
for publicstreetlighting. Such a scenario requires that each UMS eustemerCustomer
musttradeanadditional separate MPANfor each EDNO operatinginits area.
Furthermore,to accommodateinter-distributor billing,the EDNO mustalso ensure
thatitcandifferentiate between the connected voltages. Sothe inventorythata
Ceustomer providestoan EDNO has to be split by the EDNO acrossthevarious

voltagesandan MPANapplied to each. Potentially a LAeustemerCustomer with

kon nections to multipleembedded networks connected at multiple}\/oltages could .| Comment [CH5]: W orking Group:
Some Suppliersdo haveaone to one

haveapproximately 215 different MPANs and s a consequence 215 bills for the street relationship-at least 215 MPANs to go
through it is additional administration.

H H Some Suppliers put unmetered MPANSs
|Ight|ng.] underone bill but notall. Worst case

. scenario 215 MPANSs ifthis change is
. . . i i * successful it will be 35 MP ANs. Further
Itis explainedthatthereasonbehindthefigureof 215+ MPANs is thatthereare %, | textadded.

currently seven differentIDNO boundary network | evel interface connection “{ Comment [WP6]: s there 2 one o one

relationship between MPANs and invoices
arrangements, namely LVAY, HVAY, HV Plus, EHV, 132kV/EHV,132kV, and GSP. Chg e sy i

There arecurrently fiveactive IDNOs plus one DNO working ‘out of area’. Each
distributor operatingin the Ceustomer’s area,could berequired to provide a suite of
MPANs for each networklevel and thenfor each differentenergy profilee.g. dusktill
dawn, continuous etc. 7 network levels x 5 MPANs (4 UMS NHH operational heur
bandstariffs + 1 HH) x 6 éistributersLDNOs " (5-5 x HBNOs-| DNOs and 1 x distributer

DNO working outofarea)+5 DNO MPANSs = potentially 215 MPANs.|Whilesome ....~| Comment [CH7]: W orking Group: DT
to check the BSC CP1414 responses for
Suppliers place multipleunmetered MPANs under onebill,itis possiblethat other theirapplicability to this point.

Suppliers do not which maylead to additional bills.

Whilst this number of MPANSs is technically possible, realistically this |evel would

unlikely bereached for a single Ceustomer with the vast majority of DNO to LDNO

connections beingateither HV or LV, however as competitionin connections on new

At thetime thisreport was written there was 6 active LDNOs, this is subject to change

| 1
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2.8

29

2.10

211

212

2.13

housing devel opments grows the number of MPANs thata UMS eustemerCustomer

mayrequires wiHmay substantially increase.

The Proposer[also believesthatsome Suppliers may be|evyingadministration charges .-

Comment [WP8]: Is this borne out by
the consultation responses?

)

to UMS Ceustomers ona per MPAN basis. Furthermore, thereis evidencethat
administration charges arealso levied against UMS Ceustomers by their nominated
mMeter #Administrators (MAs)inrespect of each additional MPAN that the MA

processes for them.

The practice of requiring multiple MPANs for EDNO UMS connections (notsomething
the host DNO has to do) has led to LAs refusing to complete highway adoption
agreements with developers who opt to makeconnectionstoan EDNO network on
the grounds of theincreased administration costs thatthe LA could be exposed to due
to the unmetered supply administrationissues. This distorts competitionas
developersfaceadditional obstaclesin achieving highway adoption when connecting

to an EDNO rather than a DNO network.

The proposed changes under DCP 203 will deliver improved service to UMS eustemers
Customers by simplifying the currentadministration process forunmetered
connections. The result for end Ceustomers will bea reductioninthe number of
MPANs required (and theassociated administration costs foradditional MPANs) to

supportthevarying Point of Connection voltagelevels.

The Proposer feels that the simplification of this process willallow devel opers to
award contracts to EDNOs without thefear of highway adoptionissues, thisinturn
will benefitcompetitionin provision of connections and distribution services to

distribution networks.

Itshould be noted that, as far asthe CDCM is concerned the Settlementsystemjs

Comment [WP9]: Settlement system is
not interested in uos. Is it the methodology?

)

concerned, each additional MPANwould recoverthesameunitratefor UoS charges.
These additional MPANs arerequired solely forinter-distributor billing purposes. The
EDNO will continueto havefull legal and regulatory responsibility for connections

madeto its distribution system. A

Giventhe lowvolumes of unmetered connections to EDNO networks (when
considered relativeto DNO connections) and theassociated | ow Uo8S revenues, the

extra-reductionin administration costs would appear to outweigh the | os sbenefit of &
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petentiabnereasedaeeuraeycost reflectivity resulting from combiningiasphitting the

UoS revenue between the EDNO andthe DNO for each network level.

Impact assessment

2.14 AsingleEDNOdiscountwill benefitthe hestBDNO-anrdthe EDNO asitwillreducethe

administration of inter-distributor billing costs for both the hestBNO-anethe EBNO

parties] This changewill be cost neutral for DNOs.

2.15 The eurrentthinkingeftheimpacteninreal termson costreflectivity of a single

discountisthatsuchachangewill haveb negligibleimpactgiven the |lowvol umes of

unmetered connections to EDNO networks (when considered relative to DNO
connections) and theassociated |ow UoS revenues. [The reductioninadministration

will benefit the hestBNO,+the-EDNO and UMS Ceustomers.Pleaseseetheimpact

assessmentin Section 9 for further detail ]

3 PROPOSED LEGAL DRAFTING

3.1 Thedraftlegal textfor DCP 203 has been reviewed by the DCUSA legal advisorsandis
provided as Attachment 2.
3.2 Thedraftlegal text proposed thefollowing changesto:

e Schedulel16:Clause147,has been amended toreflectthat UMS LDNO tariffs

LLFCs arenotdependent on the voltage of connection to the DNO.

e Schedulel7:Clause26.2andSchedule18:Clause 26.2 havebeen amended to

reflectthat UMS LDNO tariffs LLFCs are not dependent on the voltage of

connectiontothe DNO.

e  Schedule19 ‘PortfolioBilling’to be amended to:

o Clause4.1-clarifiedtostatethatthereportincludes Pseudo HHUMS

MPANs.

o Clause5.2-auditscopetoincludeLLFCld application verification.

o Clauseb.1-6.3 addedtoprovidedetailon UMSLDNO LLFC allocation.

4 WORKING GROUP ASSESSMENT OF DCP 203

4.1 TheDCP 203 Working Group meton 11 occasions.The Working Group was comprised

of Distribution Network Operators (DNOs), Independent Distribution Network
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Comment [EA10]: 1 disagree with this
statement rom a DNO perspective — at
present IDNO UMS billing is eflectively
costneutral as additional lines in the D0314
have little impact; this new solution will
require agreement between LDNO and
DNO outside ofthe usual process so could
be argued to add admin cost.

"{ Comment [EA11]:Can we quantify

this?

-1 Comment [CH12]:The Working Group

considered that the above commentwas
based ona misinterpretation and disputed
the suggestion thatthis change introduced
additional charges. There needsto be an
agreementbetweenthe IDNO and DNO
butit only dependsif youwantto
challenge the IDNO tariff picked. The
majority of customers connectedto the
network levelis the defaultlevel. The DNO
could chooseto auditthe D0314 as the
tariff and numberof MPANSs in the
dataflow would enable them to see how
many connections were MV orLV and why
an IDNO chose a certain network level. NF
agreed to provide the Working Group
response to Andrew Enzorvia e-mail.
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4.2

Operators (IDNOs),as well as Ofgem representation.Itis noted thatall DCUSA Parties
were invited tojointhe Working Group. Meetings wereheldinopensessionandthe

documents of each meeting are available on the DCUSA website—www.dcusa.co.uk.

The Working Groupissued one Request for Information (RFl) and three consultations.

These documents areincluded as Attachments 3,4, 5, and 6 respectively.

4-24.3The Working Group notes that the use of terms ‘Portfolio Billing’ and ‘Inter-

5

51

5.2

53

54

Distributor Billing’ are used interchangeably throughout this document.

These terms have the same meaning as defined in DCUSA Schedule 19

‘Portfolio Billing’.

REQUEST FOR INFORMATION — MARCH 2014

The RFl was issued on 26 March 2014 and requested additional information from DNO
and EDNO Parties, along with unmetered supply (UMS) Ceustomers, to further assess

the impacts and feasibility of DCP 203.

The RFI soughtinformation onthefollowing:

For DNOs: Provideinformation aboutthe number of EDNO UMS MPANs (available
from Portfolio Billing data) they havefor their distribution area, across how many

EDNOs;

For EDNOs: Provide information about the number of UMS MPANs they have for

each Ceustomer, and how many are within each DNO License area;and

For Local Authorities (LA): Provide information regarding how many EDNOs are

operatingin their area, and how many MPANs they have per EDNO.

There were seven responses received from DNOs and IDNOs,and 44 responses from
Local Authorities. The completeset of collated responses and the RFl documents are

included as Attachment 3.

The main conclusions from the RFI werethatthere was an obvious misalignment
between the DNO and IDNO responses to the questions on numbers of UMS MPANs
(there were approximately 2,400 MPANSs in the IDNO respense;response sand only
750 MPANs inthe DNO responses). The werking W orking greup-Group behievebelieves

thatthis differenceis associated with portfolio billingand theissues of the

18 December 2015 Page 6 of 35 v1.0
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6

6.1

6.2

energisation status for UMS MPANs on EDNO networks not being correctly updatedin
the Meter Point Administration Service (MPAS).- DNOs receivean industry flow
(D0314 —Non Half Hourly Embedded Network DUoS Report) from the BSeC. This flow
recordsallthe ‘energised’ MPANs inthe DNO’s distribution area thatare connected to
the EDNO’s network and updatedin MPAS to ‘energised’ by the Supplier. Due to the
factthatsome UMS eustemers-Customers areurabletedo not contract with Suppliers
- either through choicei.e.to reduce UMS administration costs for additional MPANs,
or by default when their preferred Supplier (with whom they have negotiated
competitivetariff rates) is unabletoregister againstthe EDNO’s MPAN for commercial
reasons e.g. belowtheir required EACs consumption threshold. This is believed by the

Working group to be evidence of the problems for UMS eustemers-Customers and the

additional MPAN costs.

WORKING GROUP CONSULTATION ONE -JUNE 2014

The Working Groupissued a consultationon 20June2014inordertogivepartiesan
opportunity toreviewand commenton DCP 203.This consultation focussedon a
proposed solution which created 5 new “LDNO Any: Unmetered” discount tariffs

rather thanreplacing the existing LDNO UMS discount tariffs.

There were six responses received to the consultation.The Working Group discussed
eachresponseandits comments aresummarised alongside the collated Censutation
consultation responsesin Attachment4. A summary of theresponsesreceived,and

the Working Group’s conclusions are set out bel ow:

Question 1 - Do you agree with the intent of DCP 203?

6.3

6.4

The Working Group noted thatthe majority of respondents agreed with theintent of
DCP 203.

An IDNO respondentagreed with theintentand explained thatthe problems
highlighted by the Change Proposerarea majorconcernfor all EDNOs. They believe
thatiftheseissues goun-checked thatthey havethe potential to completely stifle
the devel opment of EDNO networks which will in-turn havea majorimpacton
Competitionin Connections. Furthermorethey believethatthecurrent

arrangements do notservetheinterest of eustemersCustomers. tAs-They claim
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6.5

6.6

Change Report

UMS Customers arebeingexposed to additional administration costs fustpurely to
enablethe DNO and EDNO to tradea very smallamount of inter-distribution DUOS
revenueinrespectof UMS connections. The intentof DCP 203 will gosomeway to

helpingaddresstheseissues.

A DNO respondent,the only respondentto notagree with the intent, noted that
they do notagreewiththe intentdue to the reductionin costreflectivity of Use of
System tariffsand the consequences of this. The Working Group noted that whilst
this maybetrue,the reductionin costreflectivity is negligible dueto the low

numbers of UMS connections on EDNO MPANSs relativeto the DNOs.

The Working Group agreed to provideanimpact assessmenton theexistingand

new LDNO discount tariffs and include this within the Change Report.

Question 2 — Do you agree with the principles of DCP 203?

6.7

6.8

679—[|'he Working Group noted the comments but noted that Meter JAdministratorsincur .~

The Working Group noted that the majority of respondents agreed with the

principles, buttwo DNO respondents did notagree.

A DNO respondent explained thatthey do not agreewith the principlesandarealso
awarethatthereis anindustryissueif unnecessary costs to Ceustomersarecoming
from potentially unnecessary administrative costs, but theywe do not believethisis
anissuewhichshould beaddressed by the DCUSA. W-eThey understand that costs
applied by meterMeter agministratersAdministrators (MAs) can be high (although
as a DNO theywe do not havevisibility of such costs) especially for pseudo half
hourly UMS Ceustomers, but thisis a commercialarrangement between the UMS
eustemers-Customers and MAs,and henceif thesecosts aredeemed to be
unjustifiably high then the MA should be challenged directly. They stated that ¥this
proposal proposes a changeto the charging methodology which may makea small
improvement butwill notaffectthe underlyingissue of allegedly high MAcharges

which should betackled head-on.

additional costs through having to administer multiple MPANs withina GSP area

ratherthanasingle MPANte-thatincludesall of thecustomer’s unmetered

connections. Itis notunreasonablefor a Meter Administratortofactorinthese

additional costs when settingits charges to anindividual customer—{Fthis-is-rot
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.- Comment [CH13]:W orking Group: 6.9

was aresponse to 6.8. The Working Group
agreed to remove the last sentence as it was
covered in the second consultation.
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6-106.9 The Working Group recognises that DCP 203 will notresolvethesituation

completely;however, it will make progress to solve portions of the problem.

6-116.10 Another DNO did notagreewith the principles and noted thatintheirview
this change proposal will produceless cost reflective tariffs by effectively takinga
weighted average of the UMS tariffs across voltagelevels for all IDNOs. This means
thatthe discount factorapplied tothe UMS tariffs willbethe samefor all IDNOs,
regardless of theboundary of connection. This will lead to IDNOs with more
networks connected at EHV/HV cross subsidising those IDNOs with a greater number
of LV connected networks. Aknock onimpactisthatthiswill distort competitionin
connections by providing an additionalfinancial incentiveto connectata higher

voltagelevel and anadditional costat|ower voltages.

6.—1—2—[I'he Working Group disagreed with}his responseas the adoption of networks is

.| Comment [CH15]:W orking Group: DT

Comment [WP14]:Notsure what this
sitrying to say.

)

to review wording.

solelybased on EDNO connections and not on Suppliers.Given therelative value of

the UMS connections versus domestic connections the EDNO is unlikely to takethis
into consideration for UMS connections neted-thisrespense andhighlightedthat

[ Comment [WP16]: s it?

6136.11 The Working Grioup noted this response but stated thatfFfthe LDNO’s

networks aregoverned by the metered connections and the UMS connectionsare
anancillary service provided as part of the main network for the metered
eustemersCustomers. Therefore,the LDNO would not takethe UMS connections

into consideration when adopting the network]The impact assessmentis setoutin

Section9.

6-146.12 An IDNO respondent agreed with the principles and explained thatby
removingthe multiplediscount factors for UMS connections s a sensibleapproach
to this industryissue. Itreduces costs for customers by removing the requirement

for multiple MPANs to facilitate LDNO charging. [They also state thatitatse reduces

the costs of administration for the DNOs and IDNOs when carrying out LDNO
charging)

Comment [WP17]:Not clearwhat this
is saying.

)

{ comment [WP18]:How? 2.14
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Questions 3 - Do you have any comments onthe proposed legal text? Provide supporting

comments

6-156.13 A DNO respondent notedthatthey believe thereis anissue with the legal
text allowing an LDNO party to actively reduce their DUoS charges from the host
DNO by choosingthelowesttariff possible for each eustemerCustomer. For example
an [_DNO]couI d easily benefit from using the new ‘LDNO Any’ UMS tariffs for their

[ Comment [WP19]:EDNO?

UMS eustemers—Customers with LV DNO boundaries, thus receiving a higher
discountthantheLDNO LV’ UMS tariff, whilst using the voltage specific tariffs for
UMS eustemers-Customers with higher voltage DNO boundaries, thus receiving a
higher discount than the ‘LDNO Any’ tariff. They¥e do not think the legal textis
clearenough thatthis should be prohibited. TheyWe are also concerned about the

policing of this matter.

6-166.14 The Working Group highlighted thatthedriver for these decisions will be to
reducethe number of MPANs. The Working Group agreed to modify the legal text
to mandate the LDNOJ] aAny tariff can only be used when the LDNOJhas networks

{ comment [WP20]:EDNO?

connected to the host DNO at more than oneinterface boundary level.

6-176.15 A different DNO respondent highlighted thatin Section 124 they believe that
the words ‘forecast for the charging year’ should be added instead of ‘determine’

andthatthe word ‘made’ should be removed-asshewninthefoHewingparagraph..

This change will ensure that the calculation reflects the number of MPANSs in the

charging year.

6-186.16 The DNO Parties will forecast for the charging year, determine the total

number of Domesticconnections made to LDNOJnetworks, split by LDNO|discount :

{ comment [WP21]:EDNO?

-| Comment [WP22]:EDNO

category (relating to each of the[.DNO]bounda ry network levels), within the DNO

Party’s Distribution Services Area.

6-196.17 In the equation in Section 124, the top part concerns energised MPANs
whereas thebottom part does not. They do not believethis istheintent of DCP 203,
and propose adding “energised” before the second “Domestic”’-r-thefetlowing
paragraph.

{

~{ Comment [WP24]:EDNO?

Comment [WP23]:EDNO

.~{ Comment [WP25]:EDNO?

6-206.18 Total No. of LDNO| Domesticconnections in DNO DSA = the total number of .~

energised Domestic MPANs registered against LDNO networks within the DNO
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Party’s Distribution Services Area.

6216.19 The Working Group agreed to amend the legal text in line with the

comments received from this respondent.

Questions 4 - Do you have any comments on the model specification documents?

Provide supporting comments.

6226.20 A DNO respondent noted thatthey did not haveany comments specifically
but highlighted thatthis changeis introducing several newtariffs,as are DCP 179 and
DCP 137,which mayleadtoindustryissues with the number of available LLFC

identifiers.

6236.21 The Working Group noted theresponse but felt that this was out of scope

for this particular CP.

6246.22 A different DNO respondent noted thatin theirviewthe model specification

shouldincludetheremoval of the existing LDNO tariffs.

6256.23 The Working Group noted thatthey are keepingall the existing tariffs as
removingthem would be anti-competitive for new market entrants who only wanted

to connectatonevoltagelevel.

Question 5 - Do you agree with the proposals to address the potential error in inter-

distributor billing as a result of customers employing CMS?

6266.24 The Working Group agreed with the comments received inregard to
Question 5,as thiswas a question that was related to the previous DCP 168

consultation, which has subsequently been withdrawn.

Question 6 - The Working Group considers that DCUSA General Objective 1 -and 2, along

with Charging Objective 2 are better facilitated by DCP 203; do you agree with this

opinion? Please provide supporting comments on this and any other DCUSA General or

Charging Objective you feel is impacted by DCP 203.

6276.25 An IDNO respondentexplained thatthecurrentarrangements area major

issuefor IDNOs/LDNOk. Some UMS Ceustomers are complaining of additional .. Comment [WP26]:EDNO

MPAN/administration charges for multiple MPANSs. This causes delaysin highway
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adoption—anissuethatthehost DNOs do notexperience. As aresultitseriously
impacts competitionin connections—for whatinreality is a very small amount of
revenue (ifrevenueis recoverablein thefirst place—makingreferencetothe MWh

fieldin D0O030 billing flows where much of the |owLDNO| consumption is not recorded

[ Comment [WP27]:EDNO?

inthe 3-decimal placefield of the flow).

‘ 6:286.26 Thereforethey believe DCUSA General Objective 2 and CDCM Charging
Objective 2 arebetter facilitated. As this CPintroduces a moreefficientand
| economical billing process theywe believeit could beargued that General Objective 1

is also better facilitated.

‘ 6296.27 A DNO respondent noted that they agree with the Working Group that
General Objectives 1 and 2 and Charging Objective 2 are better facilitated. However
thereis potentialfor a detrimentalimpact to Charging Objective 3 as theaveraged
discountfactorsleadtoalossin costreflectivity. They would likethe Working Group
to consider whether the benefits of thechange will makethislossin cost reflectivity

justifiable.

6:306.28 The Working Group acknowledged that costreflectivity is reduced tosome

extent, but not significantly.

Question 7 - Do you agree with the implementation date of DCP 203?

6:316.29 The Working Group noted thatthe majority of respondents agreed with the
implementation date. Fhe\Werking Greoup-believesthattheyareontracktomeetthe

e implementedintotheDecembe 014-ind vacharse Ad

Question 8 - Are there any alternative solutions or matters that should be considered by

the Working Group?

‘ 6:326.30 The Working Group noted that a few issues were highlighted in this question

for the Working Group to consider.

‘ 6336.31 A DNO respondentfeltthatit maybeuseful for the ChangeReportto
highlightthe necessity forstriking an appropriate balance between the administration
costs caused by multipletariffs and the potential for someloss of costreflectivity from

having fewer tariffs.
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‘ 6346.32 The Working Group noted theresponse,and agreed to provide additional

clarity within the Change Report.

‘ 6-356.33 A different DNO respondent noted that DCP 203, which will resultinan
averageuseof systemchargeirrespective of theembedded networkthatis provided,
couldrestrict or overstatethe operating margin available to embedded networks.This
would be especially relevantifa network operatorfocusses ona nichearea of
network types. For examplelarger EHVschemes or smaller LV connected schemes.

| They appreciatethatthislinks with theissuediscussedin question 9 and-we

acknowledgethatthis isa complexareatoresolve.

‘ 6366.34 An impactanalysis comparing theaverage discount percentagefor each
LDNO againsttheaveragediscount percentagefor all LDNOs should beundertaken to

ensurethatthe proposal will not unfairly restrict the margins for a network operator.

‘ 6:376.35 The Working Group explained thatanimpactanalysis will be provided within

the ChangeReportthatwill address the points raised within this response.

Question 9 - The Working Group have decidedto create 5 new “LDNO Any: Unmetered”

| discount tariffs rather thatn replacing the existing LDNO UMS discount tariffs. This means
that an LDNO would have the optionto choose to be billed on the “LDNO Any:

Unmetered” discount for its UMS Connectees only or to opt for the relevant LDNO

discount to be applied for all its UMS Connectees connected toits distribution systems at

each applicable networklevel. The Working Group anticipates that all established LDNOs

will opt for the new “LDNO Any: Unmetered” discount although future new market

entrants that only adopt distribution systems connected to HV or EHV networks maywish

| to opt for the higher discount that would be available if they were to raise an MPANs for

each of their UMS connected at each of the applicable boundary networklevels. The

| Working Ggroup believes that this is the best approach to avoid unfair discrimination to

any future LDNO market entrant.Do you agree with this assertion?

‘ 6386.36 The Working Group noted that therewere some concerns raised by DNO

respondents tothis question.

‘ 6396.37 One DNO respondent noted thatalthough they understand why the
Working Group have made the decision which they have, they believed thatthis

introduces the possibility of ‘cherry picking’ of tariffs taking place between the new
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‘ANY’ discountandtheonerelevantfor their connected voltage.

6406.38 A different DNO respondent explained thatthey agreethat by maintaining
the oldtariffsaswell asintroducing moreallows flexibility for new market entrants.
However, as per their responseto question 3,theyareconcerned aboutappropriate
tariff selection and whether additional flexibility could | ead to tariff miss-selection.
LDNOs will need to make a decision up-front about which set of UMS tariffs they wish

to use.

6416.39 They also believethattheprocess orideally thelegal text should clearly
definethatthechoicereferredaboveisa once-only optioninorder to prevent

unnecessary changestotariffsyearonyear.

6426.40 [A nother DNO fespondent noted that they strongly believethatthereshould ..~

been anissuefor NHHand HH tariffs for Ceustomersthatcan elect to be settled half
hourly as thereis a pricei mpact when each Ceustomer moves between the tariffs.
This hasalso been a historical issue for UMS Ceustomers whereinone DNQ’s area a
substantial number of UMS Ceustomers moved to non-half hourly settlementin one
year andthenbacktohalfhourly settlementthefollowingyear. They urge the
Working Group to consider only making oneset of tariffs availableto overcome

potential issuesinthefuture.

ChangeReport Itonly affects thoseterms introduced in to Distributor billing, the

customer can electfor HHor NHH but cannot choose between two separate tariffs.

6446.41 The Working Group discounted theresponsein 6.42 asthechangedoes not
impactatthe UMS Ceustomers ‘All The Way'tariffs. Itonly affects those tariffs

associated with inter-distributor billing.

Question 10 - The working group discussed the migration of UMS connections ferm-from

the current discount tariffs to the new arrangement should this DCP be successful. It was

agreed that the impact should be negligible as most IDNO networks are stillwaiting for

Local Authorities to complete the highways adoption.This tariffis likely toonly be used

LA customerssothereis not expected to be any migrationissues. Do you agree with this
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assertion?

6456.42 An IDNO respondentnoted that they agree with the Working Group’s
assertion. ENC and IPNLmost likely have some of the longest established EDNO
network servicingdomestic developments. Due to the normal timelag between
completion of a development and the adoption of the highways by thelocal authority,
the vastmajority of adoptable highways served by their networks are notyet adopted
by Local Authorities. They thereforecannotforeseetherebeingany problem with

migrating existinginventories if this CP is successful.

6466.43 A DNO respondentdid notagreeandrefuted thesuggestion that “This tariff
is likelytoonlybeused for LA Ceustomers...” Their understanding fromthe DCP203
legal textis thatitintroduces a replacement tariff for the LDNO to use for their
complete UMS Portfolio. Thecreation of MPANs is linked to the factthata UMS
supply exists—the ‘adoption by LA’ statusis irrelevant to the need for multiple MPANs

ateach network connection level and energy profile option.

647644 The DNO further responded that MPANs should have been or need to be

created for Devel opersinthefirstinstance before ‘transferring’them onto the LA
‘equivalent’ MPAN(s) following adoption. Inaddition, thesituation beingaddressed
applies toall UMS Customers,and notjust Local Authorities. There aremany

Devel opers and Commercial Enterprises operating across severalnetwork boundaries
and ALL mustbeincludedinthis CP.—This wasaddressedintheresponsestothe
previous DCP 168 and amended before ultimate withdrawal. Otherwisewhatis
actually being proposedis a “Any’ tariff for LAUMS and the remaining LDNO UMS
portfoliocontinuesasitis,whichasstatedintheirresponseto Q9 abovewouldbe

unacceptabletothem.

6486.45 The Working Group beHevenoted theresponsebut stated that this-change

would notbe restricted toand benefit LACustomers but would be a benefitfor all

UMS Customers. wilbemosthybeusedby-ticustomersbuti-twitbnetherestricted
te-ther

7 WORKING GROUP CONSULTATION TWO — OCTOBER 2014

7.1 TheWorkingGroupissueditssecond consultationin October 2014 (included as

Attachment €5) in order to gather further itndustry views on the proposed approach
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7.2

73

beingputforward. Thedraftlegal text proposed thefeHewingchanges to Schedule

19 ‘Portfolio Billing’to be amended to:

Provide clarity for MPAN Report (Clause 4.1) to include Pseudo HH UMS MPANs;

Add referenceto Clause5.2 to allowauditing for determining the LLFC Id requested

by the Embedded LDNO}; and

Add Clause6.1todescribethe method of applying the correct LLFC Id i.e. based on

the majority of connections for a particular DNO/LDNO boundary network level.

There were sevenresponses received to the consultation. The Working Group
discussed eachresponseandits commentsaresummarised alongside the collated

Consultation responses in Attachment 5.

A summary of theresponses received,and the Working Group’s conclusions areset

out below:

Question 1 — Do you agree withthe intent of DCP 203?

74 The Working Group noted that the majority of respondents agreed with theintent of

7.5

7.6

the CP.

A DNO respondent explained thatthey do not agreewith the intent of DCP 203 as

they believeitwill resultinareductioninthecostreflectivityof Use of System tariffs.

The Working Group reviewed and noted thecomment. Itwas explained thatany
reductionin costreflectivity woul d be offset by animprovementin administration of
inter-distributor billing, whichinturn reduces Ceustomer costs. It was highlighted
thatthe responsereceived froman IDNO respondent to this question explains the

situationindetail, theresponseis:

We believe DCP 203 will go someway to reducing theadditional burden that EDNO
UMS customers, (Street Lighting Authorities (SLA) customers in particular) face as a
result of having their inventory items connected to an EDNO network. This
additionaladministration exists only to enablethe host DNO to bill the EDNO for the
useof its distribution system (i.e.inter-distributor billing),a bill which often, for the
EDNOQ’s largest UMS Ceustomers, amounts to no more than a few hundred pounds
per Ceustomer per annum. Currently for most EDNO UMS customers the annual
inter-distributor chargeis less than £100.
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Question 2 — Do you agree with the principles of DCP 203?

7.7

7.8

79

7.10

The Working Group noted thatthe majority of respondents agreed with the principles
of the CP.

A DNO respondent noted thatthey areawarethatthereis anindustryissueof
unnecessary costs to Ceustomers and potential barriers to competition arising from
potentially unnecessary administrative costs. Reducing the number of tariffs needs to
be carefully considered together with theinevitable reduction in cost-reflectivity.
They understand from the change proposal form that costs applied by meterMeter
Aadministrators (MAs) and Ssuppliers can be high;reducingthe number of MPANs
requiredisonewayto go about dealing with this and may makea smallimprovement.
However, they feel this willnotaffecttheunderlyingissue of allegedly high MA

and/or Ssupplier charges.

The Working Group agreed with theresponseand noted thattheimplementation of

this CP wouldreducethecharges but notremovethe underlyingissuethementirely

i.e.adoption of highways on EDNO networks by LA Customers.:

The Working Group agreed to attempt to quantify thecharges/impacts of these
changes;ifitcanbesuccessfullyaccomplished it was agreed toincludethis

information within the Change Report;Section 9 of this document details the Impact

Analysis undertaken by the Working Group.:

Question 3 —Do you have any comments on the proposed legaltext? Provide supporting

comments.

711

7.12

The Working Group noted that some DNO respondents provided suggestions to

improvethelegal textfromtheresponsesreceived to this question.

A DNO respondent notes thatthelegal textdoes notalign with the consultation
documentin paragraph 6.1.1tis statedin the consultation document that “the
determiningfactorfor the LDNO discountwillbebased on the upstream LDNO/DNO
boundary connection level of the majority of all NHH domestic LDNO connections”
whilstthelegal textstates “the EDNO shall apply a Line Loss Factor Class Id that

reflects thevoltage of connection of the EDNO’s Distribution Systems that provides
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7.13

7.14

7.15

7.16

7.17

7.18

the majority (i.e.more than 50%) of non-half hourly connections made to the EDNO’s
Distribution Systems.” They believed thatif thissolutionis taken forward the
approach outlinedin the consultation document of using domestic Ceustomer counts
is moreappropriatethanthatinthelegal text,subjecttotheir responseto question

nine.

Furthermore,they areuncomfortable with thelegal textstatingthat “unless the
EDNO notifies the DNO Party otherwise” a single discount will be applied. They would
liketo see this amended to ensurethatthedialogue between EDNO and DNO takes
placeregardless of which optionthe EDNO chooses i.e.to provideclarity of the

arrangements for both parties.

The Working Group, inregard to the points raised in thefirstparagraph paragraph
7.12-eftherespense,agreed withit,and willamend thelegal text accordingly before

being submitted to the DCUSA legal advisors.

The Working Group,inregard to the points raised in thesecendparagraphparagraph

7.13, discussed the pointand agreed to examineways to improve/clarify thelegal text

regarding moving away from thestatus quo arrangements, or staying with them.

Another DNO respondent explains thatthey do notbelievethatchangingSchedule 19

achieves thedesired outcome.

They statethatSchedule 19 merely describes a process (whichitselfis not changing).
They believethatchanges arerequired tothe methodol ogies (Schedules 16-18). At
presentthesestatethatthe LDNO DUoS charges arebased on the vol tage of
connection.Toapplythesechanges toSchedule19inisolation would resultin
inconsistency and indeed conflict with Schedules 16-18. This could ultimately resultin

chargingthatis notcompliant with the methodol ogy.

They further stated that bBy way of example,it may be preferableto open Paragraph

147 of Schedule 16 with “unless otherwise specified below” and then to asterisk each
of the UMS categories in para147 and theninsertunderneath thetablesin Paragraph
147 the text proposed by the Working Group attheirParagraph 6.1 of Schedule 19 as
the referencetowhichtheasterisks refer.Notethatthe text proposed by the Working
Group needs to includereferenceto this being NHHUMS only and thatthe counts

should bebased on energised NHH non-UMS customers (in orderto providethe
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7.19

7.20

7.21

validation under Q10).

The respondent further notes thatan alternativewould beto carveoutthe UMS lines
fromTables8and9inParagraph 147 of Schedule 16 and insertinto an additional

Table—with associated changes to the wording of any i mpacted paragraphs.

The Working Group reviewed and noted the comments within thisresponseand
agreedto amendthe legaltextaccordingly, from the suggestions within Paragraphs 2

and 3 of this response, before beingsubmitted to the DCUSA legal advisors.

Itwas alsonoted thatinstead of energised MPANs itshould read energised domestic

MPANSs; this will need to be reflected throughout thelegal text.

Question4 — The Working Group considers that DCUSA General Objective 1 and 2 are

betterfacilitated by DCP 203; do you agree with this opinion? Please provide supporting

comments on this and any other DCUSA General or Charging Objective you feelis

impacted by DCP 203.

7.22

7.23

7.24

An IDNOrespondent notethatthey feel that General Objective 1is better facilitated
as theadditional admin burdenimposed on LDNOs to facilitateinter-distributor billing
would be greatly reduced - reducing the number of MPANSs required for said billing
leadsto a moreefficientand co-ordinated distribution network. They feel that
General Objective 2 is also better metas reducing the number of MPANSs required of
the LDNO alsoreduces theadditional admin costs borne by theeCustomer. This has
led to difficulties with adoption of LDNO networks inthe past. As this issueis
exclusiveto LDNOs they agree with the Working Group’sW-&’s assessment that this

change promotes competition by reducing a potential barrierto competition.

A DNO respondent noted that they do not agreethat DCUSA General Objectives 1and
2 would bebetter met as a result of this change proposal. This change proposalwill
distort competition between distributors and place perverseincentives on IDNOs to
increasethe number of UMS connected Ceustomers wheretheboundary voltage with

the DNO is higher toreducetheir DUoS bill.

The Working Group reviewed this responseand noted thattheimpactassessment

provided withinthe consultation documents demonstrated that this CP would bevery
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unlikely to placea perverseincentiveonthe IDNO; furthermoretheconnectionisled
by the IDNQ’s Ceustomer (Local Authority or street-lighting authority) and not the
IDNOitself.

7.25 Another DNO respondentdisagrees that this DCP willbetter facilitate General
Objectivel,as the proposal requires thatthe currentarrangementto be kept along
with the introduction of the proposed solution. They consider this would add to rather
thanreducethe administrative burden and also add complexity to the current

situation,for thereasons below:

a) Incaseswheredifferentdepartments of thesamelocalauthority choosetoadopt
differentapproaches under this proposal (currentand newarrangement),itwould
be difficult to splitthe data between the departments dueto havingasingle
inventory.

b) Incaseswherethe customerrequests datafromthe Mmeter @Administrator, this
would requiremanual processes tosplitthedata andthis isanadditional
administrativeburden.

c) Therewill becostconsequences interms of theadministrationburdenandIT
systems changes, interms of identifying, delinkingand reassigning data fromthe
D0314flowtothe new LLFCs inorder to billcorrectlyinthenew arrangement.

7.26 The Working Group disagreed with theitems raised within these pointsasthe

proposed does notattempttocombinethe DNO and EDNO inventories under a single

MPAN. Itwas noted thatthis was previously a considered solution within DCP 1682

andis beingactively pursued within the Balancingand Settlement Code (BSC);]

however itis highlighted that the twoCPs areindependent of oneanother.

Comment [WP30]:Is this correct at
this time?

)

Question 5 — As the CP does not affect the Charging Methodologies, the change could be

implemented in the next DCUSA release following Authority consent. Do you agree with

the implementation approach of DCP 203?

7.27 The Working Group noted thattherewas a splitresponseonthisquestion.

7.28 A DNO respondentnoted thatif this is considered to be the best solution then

there is no reason to delay.

7.29 Adifferent DNO explained thatthey do notagreethatthe CP does not affectthe

Charging Methodologies. They believethereis a detrimental effectto Charging

? The Administration of Use of System charges relating to connections from Embedded Distribution Network
Operator (EDNO) systems to Unmetered Supplies (UMS) for LA customers

18 December 2015 Page 20 of 35 v1.0

Comment [CH31]:W orking Group: It

was true at the time when the consultation

took place. Itis no longer relevant whether
it is true ornot now.




DCP 203 Change Report

7.30

731

Objective3 as IDNOs will be charged based on thetypical voltage of connection for
UMS Ceustomers. This will resultina costincreaseor reduction tothe DNO which will

be paidfor/credited to all Ceustomers.

The Working Group reviewed and noted the comments within thisresponse. Itwas
highlighted thatthecostincrease/reduction thatisreferred towithintheresponseis
minimal,and thisis demonstrated within theimpact analysis which wasincluded with

the consultation documents.

A further DNO respondent believes this change directly impacts the methodologies.

Thereforeitmustbemadeon 1 April,whichattheearliestwould nowbe 1 April 2016.

Question 6 - Do you agree that amending Schedule 19 only would avoid introducing the

additional complexity that the first solution would have done?

7.32

733

7.34

‘ 7.35

‘ 7.36

The Working Group noted thattherewas a mixed responseto this question from the

respondents.

An IDNO respondentagrees and notes that whilst the original solutioninitially
appearedtobe morecostreflectiveitonlyis soifall EDNOs havea similar mixof DNO
boundary network level connections and associated end user Ceustomer connections.
They know thatthis is currently notthecasesothis proposal appears tobea more
pragmaticsolution withoutany pricedisturbance given therel ativelysmall scale of

inter-distributors billingnowandintheforeseeablefuture.

A DNO respondent explains that they agreethatthe proposal toamend schedule 19
onlyavoidsintroducing extracomplexity into the tariff structure but i+does introduce

asimilarlevel of greater complexity into theinter-distributor billing arrangements.

A further DNOrespondentdid notagreeand notethatthey-we believethatchanges

arerequired tothe Charging Methodologies but thatthey need notbe complicated.

The Working Group noted theresponses, and hasfwiHmodifiedy the | egal text

accordingly.

Question 7 — Do you agree that new LDNO entrants to the market should have the choice

toopt for the currentarrangements or choose to adopt the new approach?

7.37

The Working Group noted thattherewas a splitresponseto this question.
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7.38 A DNO respondent notes thatthey do not agreewith the principleasitallows LDNOs
to cherry pickthe most advantageous trading arrangements rather than being

allocated the mostappropriatetariff.

7.39 The Working Group discussed the comments raised within this responseand noted
thatthe impactassessment provided within the consultation documents
demonstrated thatthis CP would bevery unlikely to placea perverseincentive on the

IDNO; furthermoretheconnectionisled by the IDNO’s Ceustomer {teeatAuthorityor
street-Hghtingautherity)and nottheIDNOitself.

740 Adifferent DNOdid notagreeand explainedthey believethiswouldintroduce
additionaladministrative burden to LDNOs to operateboth approachesatthesame
time.|f one approachisconsidered to better facilitate DCUSA objectives thenit

should beadoptedtoreplacetheother.

741 The WorkingGroup highlighted that the only thingthatwit-change that will be
introducedif DCP 203 is implemented would betheLineloss Factor Class (LLFC) to
reflect whatisagreed,i.e.one MPAN (one LLFC) per network boundary level oran

agreed LLFC to represent thesinglediscount of theagreed boundary network [ evel.

7.42 An IDNOrespondentagreedtothe consultation question asked and noted that by

forcinga newentrantto opt for a particular arrangement could affect their business
model and thereforebe considered anti-competitive. Providinga choiceremoves that

risk.

Question 8 — Do you agree that that there should be no adverse impact on Suppliers or

Customers as a result of the migrationto the new arrangements?

743 An IDNOrespondentexplainedthatduetothe factthatthechangeaffectsonlythe
portfolio billing arrangements between DNO and IDNO Parties and does notimpacton
the CDCM/EDCM UMS all theway tariffs—neither Suppliers nor Customers will see
anychanges tothetariffsas part of the migration exercise. Customers will be
positivelyimpactedin thatthe number of MPANs required for settlement purposes

will bereduced—andas resulttheircosts (both DUoS and admin) will also bereduced.

7.44 A DNO respondentnotes thattheyagreethatthischangeproposal should haveno

adverseimpactupon either Suppliers or Customers.

Question 9 — Do you agree that the basis for determining the applicable LLFCto be applied

by the LDNO for the LDNO discount will be based on the upstream LDNO/DNO boundary
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connection level of the majority of all NHH domestic LDNO connections?

7.45 An IDNOrespondentexplainsthatthey believe using NHH customer numbers makes a
reasonable proxy for UMS connections as they believethattheratio of streetlighting
columns (which make up the vast majority of UMS connections)to domestic
Ceustomersis broadly thesameacrossall the DNO areas. They cannotthinkofany
other easyway of trackingtheboundary network | evel of connection for EDNO UMS
connections as following theimplementation of this CP then all UMS connections will
havean LLFC linked to the boundary network level of the majority of the portfolio not

the actual network thatthe UMS connectionis madeto.

7.46 ADNO respondentdiddenotagreeonthe basisthatthe DCP woulddilutethe
principle of cost reflectivity signalsin DUoS charges and they do not believethatthis
basicprincipleisadequately justified.Alsothey do notagree with the conclusions of
the ‘costanalysis’submitted by the Working Group to takean ‘average’ over several

scenarios.

747 The Working Group agreed to attemptto quantify thecharges/impacts of these
charges;ifitcanbesuccessfully accomplisheditwasagreedtoincludethis

information within the Change Report.

748—A further DNOrespondent believes thatitshould bebased on energised

upstream/boundary NHH connections.

7497.48 They also believethis should besubject to periodic review,sayannually.
Suchreviewcould beundertaken based ona snapshotofsay31Marchinany
calendar yearforimplementation on 1 April,any changestotheLLFC to be made

within 5 daysof 31 March.

#507.49 The Working Group noted theresponseand will incorporate changes into
thelegal texttoaddresstheissue. Inregardtothereview,itmaybe easier tostate

“periodic” rather than a fixed timeframe.

Question 10— Do you agree that the Portfolio Billing data alreadyreceived by the DNO (in

the D0314 flow) will be able to be assessed by the DNO to confirm the LLFC requested by

the LDNOis correct?

#547.50 A DNO respondent explained thatintheir view,thereis a potentialissue
withreviewingthedataflowtoensurethecorrect LLFChas beenrequested.These

dataflows areinstandard dataflowformatandaren’teasytoreadandthedata
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containedinthemis not easily manipulated.

#527.51 The Working Group reviewed this commentand noted thattheresponse
froman IDNOrespondentto this question addresses this point,itstates:
Yes —the D0314 flowholds MPAN counts for all NHH connections and this information
is broken downinto profile class and LLFC (that will identify the POCvoltagefor the

NHH MPANs) which can beeasily interrogated to determinethe POC voltage with the
majority of connections.

#537.52 Another IDNO respondentagreed with the consultation question and noted

thatitshould bea simplecomparisonandis likely to only need to be done very
infrequently. For exampleifthesplitof NHH connections fora particular EDNO with
40,000 Ceustomers is30%LV, 70% HV, itis a safeassumption that this willnot change
t051%LVto 49% HV withinsaya 12 or even 24 month period.

7+547.53 A different DNO respondentagreed with the consultation question and

explained thatthe D0314 can be used to validate which connection voltage the LDNO
has defaulted tofor UMSand can be used to determinetheconnection voltages of all
other Ceustomers.Thisshould enablethe DNO to validatetheapplication of the LLFC

iftheychooseto.

Question 11 — The Working Group believes that the current wording defined in Schedule

19 will support the proposed new UMS LLFC assighment and associated billing

arrangements and there should be no impact on Parties IT systems as a result.Do you

agree with this assertion? Please provide your rationale if you disagree with this view.

#557.54 The Working Group noted thatthe majority of respondents agreed with this
view.
#567.55 A DNO respondent reted-stated thatthey do notagree. They believethat

the Working Group should further clarifywhattherequirements of thedata arefor

the new arrangement.

#577.56 The Working Group reviewed the res ponse and, as-previeush-notedwit
contacted this DNOin order to clarify howthe sol ution will work under DCP 203 i f

implemented.

Question 12 — Are there any alternative solutions or matters thatshould be considered by

the Working Group?

#587.57 An IDNO respondent explains that the changeseemsa simpleand effective
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solution thatonlyimpacts DNO and IDNO Parties (and does not affect theirrespective

business systems).

7597.58 A DNO respondent noted that the Change Proposal suggests “Ssuppliers may
be levying administration charges to UMS Ceustomers on a per MPANSs basis” and that
“thereis evidencethatadministration charges arealso levied against UMS
Ceustomers by their nominated meterMeter Aadministrators (MAs) in respect of each
additional MPANthatthe MA processes for them”.They would suggest that these
charges arechallenged and properly investigated to determine whether they are
unjustifiably high. If these costs can bereduced without amending inter-distributor
billing thentheaims of the proposal to reduce administration costs can beachieved
withoutthelossin costreflectivity brought about by a reductioninthe number of

tariffs.

7607.59 The Working Group noted the commentseentents within thisresponse. It
was highlighted that this type of analysis woul d be difficult to quantify asitis deals
with commercial arrangement between the customer/supplier and the MAs andis

outsidethescope of DCP 203.

7617.60 Itwas noted thatthe Working Group will make best endeavoursto provide

as much analysis as possible within the Change Report:;the impactanalysisand

associated information can belocatedin Section 9 of this document.

8 CONSULTATION THREE — MARCH 2015

8.1 The Working Group issued its third consultation on 25 March 2015.

8.2 As identified from the responses to the second consultation, in order to
implement the solution as now proposed, changes would be required to the
Charging Methodology Schedules 16, 17 and 18 in addition to those in
Schedule 19 ‘Portfolio Billing’".

8.3 This consultation primarily looked to garner views on the proposed legal

drafting and whether these changes meet the intent of the change proposal.

8.4 There were eightresponsesreceived tothe consultation.The Working Group
discussed eachresponseandits commentsaresummarised alongsidethe collated

Consultationresponses in Attachment 6.

8.5 A summaryoftheresponsesreceived,andthe Working Group’s conclusions areset
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out below:

Question 1 — Do you agree withthe intent of DCP 203?

8.6

8.7

8.8

8.9

8.10

8.11

8.12

The Working Group noted thatthe majority of res pondents agreed with theintent of
DCP 203.

A DNO respondent explains that they understand the perceived reductionin
administration burden for UMS Ceustomers that connect to EDNOs should the CP be
approved.However itis notclear whether the potential benefit to Ceustomers would
outweighthe complexity and loss of cost reflectivity that would result from

implementation of it.

The same DNO stated thatAalthough theimpactanalysis shows little effects to

revenues,the figuresintheanalysis donotseemto be robustandthey do notfeel

thatthey canrelyontheinformation provided toinform their view.

The Working Group agreeete-contacted the DNO for further information regarding
their response. In particular,asking whatwas theirreasoningabouttheanalysis
which they perceivenotto be robust.;-This information thiseanthenbeupdatedand
retudedwithinthe ChangeReportcan belocatedin Section 9 of this document.

A different DNO respondent explained that they agree with the originalintent of this
changetorationalise LDNO UMS chargesinsofarasitseekstoreduce potentially
unnecessary administrative costs. However the current proposed solution hasa

detrimental impact on cost-reflectivity which needs to be carefully justified.

The Working Group acknowledges thatthereis a loss of cost reflectivity; however, the
amountofthis lossis negligible given the comparatively lowvalue of inter-distributor

billinginrespect of UMS connections to IDNO networks.

The Working Group agreed toincludea section withinthe Change Reportto
demonstratethattheimpacton costreflectivity has been considered. This

information canbelocatedin Section 9 of thisdocument.

Question 2 — Do you agree with the principles of DCP 203?

8.13

The Working Group notethatthere were mixed responsesto this question.
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8.14 A DNO respondent explained thatthey agreewith the principles buttheyareunable
to determinewhether the proposed solutionisthebestwayinwhichtoapproach the
underlyingissue.They believethattheissuethis changeseeks toresolve hasnotbeen
quantifiedsoitisdifficult tojustify the negativeimpact on cost-reflectivity. The
proposed solution will not directly tacklethe perceived underlyingissue of allegedly

high MAand/or Ssupplier charges.

8.15 The Working Group acknowledges thatthereis a loss of cost reflectivity; however, the
amountofthis lossis negligible given the comparatively lowvalue of inter-distributor

billinginrespect of UMS connections to IDNO networks.

8.16 The Working Group acknowledges thatthis CP willnot fully address theissues
identified for Ceustomers; however, the number of instances where Ceustomers are
faced with additional MAand/or Ssupplier charges will be significantly reduced with
the implementation of this CP. Itwill only befully addressed by a changetothe

Balancingand Settlement Code (BSC) that willallow Ceustomerstotradetheirentire

Comment [CH33]: W orking Group:
Discussions at Elexon on therelevant BSC
change have not taken placeyet.

inventory under the hostafiagle MPAN(s ). However, this is outsidethescope of this .-
CP.

“{ Comment [WP34]:Can any BSC
change actually deliverthis?

8.17 Adifferent DNOrespondentdoes notagreewith the principles and explainthatthey
believethatallowingthe Ceustomerto ‘pick and choose’ between options is not
appropriateand creates additional complexity. As the CP currently stands, it would be
difficultin futuretoreadily determinethe networklevel to which each UMS

connectionis connected.

8.18 The Working Group notethatthereis nochangeonthestatus quoasfarasthe
eustemerCustomer is concerned, other thanitwould notbe mandatoryto have
separate MPANSs for theirsites connected at different voltagelevels;however, they
couldstill requestto havethem separateifthey choeseto. Therefore, the eustemer
Customer beingableto pickand chooseis notan option and the eustermers

Customer’s all theway DUoS tariff will not be affected.

8.19 The Working Group acknowledges thatitwill bedifficultinthefuturetodetermine
the boundary network I evel between DNOs and IDNOs for each UMS connection.
However, this has noimpactonthe all theway tariff thatisapplied,even under the

currentarrangements. Fe-nete currenthyatleustemer UMSconnectionsareathbs

18 December 2015 Page 27 of 35 v1.0



DCP 203 Change Report

Question 3 — Do you have any comments on the proposed legal text? Provide supporting

comments.

8.20 The Working Group notes thatonlyonerespondenthada comment onthe proposed

8.21

legal text. A DNO respondent noted thattheyarenot convinced thatthetextis
prescriptive enough inhowthe IDNO UMS should betreated;itseems torefer to

what not to do but nothow to do the calculation.

fThe Working Group agreed-te-writebaekto-contacted the DNO and asked if they
could provide moreclarification on whatissues they perceive with thelegal textso

they may be addressed within the Change Report)Unfortunately a response has not

been receivedintimefor thischangereport.

Question4 — Are there any alternative solutions or matters that should be considered by

the Working Group?

8.22

8.23

8.24

An IDNO respondent notes that whilst the CP does address the problem that UMS
Ceustomers experience with additional costs incurred for UMS MPANs (particularly
with regardsto Pseudo-HH UMS) itdoes notremovethe issueentirely. UMS
Ceustomers willappreciate Ofgem’s assistancein helping theindustry agreea change

thatwill address theissuefully.

A DNO respondent retes-stated that they agreethatthatthis proposalis a positive
step forward and will reducethe need for superfluous MPANs to be

created. Notwithstandingthis, they confirmthat for their Netwerkdistribution
services area,thevolume of MPANs in practice,as evidenced intheir previous
responses,comes nowhere near thesuggested volume of ‘potential’ MPANs, as
describedinSection 2.4 and 2.5 of the-BERP2083-ConsuttatientFinakthis
eensultatienreport.

A different DNO respondent explained that although they can understand why this
changehas been proposed they continueto havea concernregarding thereductionin
the costreflective nature of thecharges as a result of this change proposal.Inthat by
applyinga ‘default’ voltage of connection for all UMS Ceustomers onan LDNO’s
network the chargefroma DNOto an LDNO will end up beingslightlyhigher (or
lower) thanshould bethecaseif charged under thecurrentarrangements, which

reduces thecostreflective natureof the charges. Itisthereforequestionableas to
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whether the DCUSA objectives are better facilitated by this change.

8.25 The Working Group acknowledges thatthereis a loss of cost reflectivity; however, the
amountofthis lossis negligible given the comparatively lowvalue of inter-distributor

billinginrespect of UMS connections to IDNO networks.

8.26 The Working Group agreed to draftdetailed text within the Change Reportdescribing
how this CP better facilitates therel evant DCUSA Objectives.

| Comment [CH36]:W orking Group:
9 !MPACT ASSESSMENT] " | Add further detail on the names ofthe
1 tables. Describe what is in each ofthe
IDNO tabs. Action NF.

9.1 The Working Group carried outanimpactassessmentoninter-distributor billingand

thisisincluded as Attachment 7.[n this spreadsheet there are two worksheet tabs per

DNO. Thesearenamed “DNO-NAME DATA” and “DNO-NAME UMS ALL” . The “DNO

NAME DATA” worksheet contains all of the calculations used to determine value of

the inter-distributor bill for each of the scenarios considered and compares the

difference between the status quo of using multiple LDNO discount tariffs for UMS

connections,tousinga single LDNO discount tariff and finally to using a weighted

average LDNO discount.The “DNO-NAME UMS ALL” worksheettabs areused to

determinean average weighted LDNO discount, weighted by the total numbers of

Domesticconnections madeto LDNO networks,split by LDNO discount category,

withinthe DNO Party’s Distribution Services Area.This calculated weighted average

discountisthenusedinthe “DNO NAME DATA” worksheetas describedabove.] .- [ Comment [CH37]:Post meeting text ]
added by NF.

9.2 To determine the impact oaf DCP203, the Portfolio Bill in respect of UMS

connections made to an imaginary EDNO network was calculated using the

current discounts based on a number of different scenarios where the EDNO

had differing a size and make up of its portfolio of UMS connections toits

network. These scenarios are shown in the table below:

No of Domestic
Scenario Connections to the EDNO
Network
LDNO A 5,000
LDNO B 10,000
LDNO C 15,000
LDNO D 20,000
LDNOE 30,000
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LDNO F 40,000
LDNO G 50,000
LDNOH 100,000

9.3 Aratioof UMSstreetlighting connections to domestic connections of 1:3 was used to

help determinea proxy for the number of connections madeto streetlights onall

LEDNO networks within each DNO Distribution Service Areas (l)SA]). This ratio was .- [ Comment [WP38]:expand ]

considered to be a reasonable estimate of the average number of street lighting

columns to domestic connections.] . Comment [CH39]: Post meeting text
added by NF.

9.4 Eachscenariowas further divided to considertheimpactonthe EDNO tariffwhere

the split of connections between network witha LV and HV boundary with the DNO

networkis setoutinthetablebel owwasasfeHows:. For each of the LDNOs Ato H, a

range of scenarios was considered whereby theimpact of usinga single LDNO

discount tariff was determined when the total volume of UMS connections, calculated

based onthe LDNOs domesticcustomer numbers usingtheratiois paragraph 9.3,

were connected to the LDNO’s networks that had the connections splits between

networks with an LV boundary point of i nterface (POI) and a HV boundary (POI) with

the DNO networkas shownbelow . Comment [CH40]: Post meeting text
added by NF.

j The LDNQO’s total UMS connections split across
its networks where the connection to the upstream DNO network s through an LV
boundary POI or a HV boundary POI. Inthis scenario the split ratio reflects to the
proportion of all Domestic connections to the LDNQO’s networks, which are
connected to the host DNO network through an LV boundary POI, to those thatare
connected via a HV boundary POI. This is calculated using the MPAN volume
forecasting data published in each DNO's CDCM model.

LDNO with a 10:90 split of LV to HV DNO Boundary POIsRPOCs

LDNO with a 20:80 split of LV to HV DNO Boundary POIsRPOCs

LDNO with a 40:60 split of LV to HV DNO Boundary POIls POCs

LDNO with a 45:55 split of LV to HV DNO Boundary POIls POCs

LDNO with a 48:52 split of LV to HV DNO Boundary POIls POCs

LDNO with a 52:48 split of LV to HV DNO Boundary POIls POCs

LDNO with a 55:45 split of LV to HV DNO Boundary POIs POCs

LDNO with a 60:40 split of LV to HV DNO Boundary POIls POCs

LDNO with a 80:20 split of LV to HV DNO Boundary POIsPOCs

LDNO with 2 90:10 split of LV to HV DNO Boundary POIsRPOCs
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9.5

For each of the above scenarios thevalue of the EDNO inter-distributor bill was

9.6

Formatted: Superscript

determined based a singlediscountand a weighted average discount’. (It should be

noted thatthe weighted average discount comparison was only undertaken as the

Working Group has atonetime considered the using a weighted average discount.

However, whilst the option was later discounted, thereasons for abandoning the

weighted discountisdescribedin question 6, Working Group Consultation Two -

October,seeparagraph7.32]

These results were compared to the EDNO inter-distributor bill for each scenario

9.7

based on currenttariff and the difference was expressed in nominal valueand as a

percentage of the UMS and the total Domestic Distributor Bill.

Finally,to provide contexttothe analysisin terms of the potential scale of the price

9.8

disturbance, for each DNO the total value of theforecast ahnual inter-distributor bill

[

Comment [CH41]:Post meeting text
added by NF.

)

(

Comment [CH42]:Please see 9.3.

inrespectofall connections to all EDNOs operating within the DNO’s [DSA was

(

Comment [WP43]:as above

determined.

fitis clear fromtheanalysis that whilst the percentage changein tariffis significant,

9.9

thatthattheactual value of the pricedisturbanceis insignificant, particularly when

considered against the val ue of the inter-distributor bill when the EDNO’s domestic

connections areincluded.Pleaserefer to Attachment 7 Impact Assessment. For each

DNO, the relevantdatais inthe DNO data tab (for example ENW) cell reference 169

and|70whicharethecell referencesfortheactualvalueandthecell referencefor

the percentagevariance.For exampleinthe ENW data tab the percentagevarianceis

-15.30%but the actual varianceis £862.17.

Itis feltthat when weighted against thefeduction in BYeS-costs for the UMS

Customer]*and-administration costs for both the LDNO and the LDNO’s UMS

Customers,thesecosts arefargreaterthanthereductionininter-distributor cost

reflectivity. This will lead to both increased competition and also lower costs to the

customer.

9.10 As the IDNOcurrently hastoissue MPANs to reflecttheboundaryvoltage connection

% The weighted average discount determined by average discount percentage. weighted by thetotal

numbers of Domestic connections made to LDNO networks, split by LDNO discount category,within

the DNO Party’s Distribution Services Area.

* These include the reduction in the administration cost of MPANSs, Supplier _costsand meter

administrator charges.
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to the upstream network, this means the customer wewtd-havehas-multiple MPANs

purely for DNO/IDNO Portfolio Billing purposes. Reducingthe number of MPANs

required reduces the additional administration work for customers (to maintain

multiple UMS MPANs and their associated i nventories and multiple UMS el ectricity

bills).

9.11 In summary, the impact analysis for DCP 203 shows that the overall

benefits of increased competition and lower costs for the UMS customer

outweighs the small loss of inter-distributor cost reflectivity.

910 ASSESSMENT AGAINST THE DCUSA OBJECTIVES

9-110.1 The Working Group has evaluated DCP 203 against the DCUSA Objectives and has

concluded that General Objectives 1 and 2 are better met.

9:210.2 General Objective 1is better metas theadmi nistration on LDNO partiesisreduced
andthereforeleads toa moreefficientand co-ordinated distribution network. The
reductiontothe LDNOs administration arises from theremoval of therequirement to
raisedifferent MPANs for thesame UMS Ceustomerthat has eennectionsonit
Hventory-te—EBNO-retworks-i nventories on LDNO networks with different LBNG/BNG

boundary network levels. [This willmean thatthe management of the Ceustomer’s

inventory by the LDNO’s UMSO will also be simplified.]This will occur by reducing the

Comment [WP46]:Is there evidence to
support this? Did suppliers respond to the
consultations to this eflect?

{ comment [WP47]:How?

number of MPANs per customer required for inter-distributor billing.

9:310.3 General Objective2is better metas thecurrentarrangementsareleadingto
Eignificant difficulties being encountered by LDNO’s Ceustomers that wish to complete
Section 38 highways adoption agreement with their respective | ocal authority. This

issueexists duetothe incremental costs that thelocal authority is exposed toin

administeringthe UMS connections associated withtheadoption of thehighway, .-

fThis problemjs exclusive to LDONO Ceustomers, who would notencounter theissueif

they were to appointthe DNO to adopttheextension assets. Itis therefore
reasonabletostatethatthecurrentarrangements could be considered a potential
18 December 2015
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barrier to competition.[This problem with the current arrangements was also

recognised by Ofgeminits reviewof the competitionin El ectricity Connections

market® whereitwas acknowledged that there may bea rel uctance from some LA

customers to adoptassets connected to an IDNO network) .| Comment [CH50]: Post meeting text
provided by NF.

10.4 Itcouldbearguedthat DCUSA Charging Objective 3%is not better met by the-this CP
on the basisthattherecould bea smallimpacton overall cost reflectivityin theloss of
granularity of theapplication of LDNO Discount tariffs to UMS connections;.
hHowever the workinggroup notes thatthechanges arenot materialand do not
appear tofavoureither LDNO or DNO parties.Thekey consideration hereisthatthe
oebjective-Objective states thatthechargeshould “sofaras reasonably practicable
after takinginto accountimplementation costs reflect thecosts incurred, or

reasonably expected to be incurred, by the DNO Party...”.

9.410.5 The impactassessment undertaken by the working group shows thatthecost
disturbance created by the Change Proposal is notsignificantand when weighted
againstthereductioninDUoS costs forthe UMS Ceustomer and administration costs
for both the LDNO and the LDNO’s UMS Ceustomers these costsarefargreater than

the reductionininter-distributor cost reflectivity.
4011 IMPLEMENTATION

164111 DCP 203 is classified as a Part 1 matter in accordance with Clause9.4.2 (B) of
the Agreement, and thereforewill gotothe Authority for determination after the

voting process has completed.

10211.2 The implementationldate, subject to Authority approval,is L April 2016} The methodology isimpacted not the

] charges.
{ Comment [WP52]: Mighthelp to

Comment [CH51]: W orking Group: ’

explain why this won’t impact prices that
have already been published.

Please see the following extract from:
https://www.ofgem.gov.uk/sites/default/files/docs/2015/01/connections_competition_rev
iew_findings 2.pdf - “Unmeteredsupplyinventories.Billing arrangements between a
supplieranda large customer (eg a local authority) may become more complex and costly if
the customer has unmetered assets (i.e. street lighting)on both a DNO and an IDNO
network. As a result,some customers may be reluctant toadopt assetsonan IDNO
network.”

® that compliance by each DNO Party with the Charging Methodologies results in charges
which, sofar asis reasonably practicableafter takingaccount ofimplementation costs,
reflect the costs incurred, or reasonably expected to be incurred, by the DNO Partyin its
Distribution Business
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BNOs-in-Becember2645.Changingthe UoStariffis notexpectedtotakeplaceas a

result of this change.

1112 FINAL CONCLUSIONS ON DCP 203

114121 The Working Group’s konclusion, reflecting Party opinion as presentedinthe .~

Consultationresponses, is that the proposed legal drafting fmeets the intent of DCP
203]

.~| Comment [CH53]:The belowquestion

is answered furtherup in this document.
Please see para 2.6. The Working Group
noted that thisis a generic statement to state
thatthe CP has met its original intent.

1213 ENGAGEMENT WITH THE AUTHORITY

121131 Ofgem has been engaged throughout the progression of DCP 203 as an

Observer of the Working Group.

1314 IMPACT ON GREENHOUSE GAS OMISSIONS

13114.1 No material impacts on greenhouse gas emissions from theimplementation

of this CP havebeenidentified.

1415 PANEL RECOMMENDATION

141151 The DCUSA Panel approved the DCP 203 ChangeReportatits meetingon 18
December 2015.

14215.2 The timetablefor the progression of the Change Proposal is set out bel ow:
Activity Date
ChangeReportapproved by DCUSA Panel 16 December 2015
ChangeReportlIssuedfor Voting 18 December 2015
Party Voting Closes 15January 2016
ChangeDeclaration Issued 19January 2016
Authority Decision 23 February 2016
Implementation 1 April 2016

443153 Partiesareinvited tovoteusingtheform provided as Attachment 1.
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ATTACHMENTS:

Attachment1— DCP 203 Voting Form

Attachment2 - DCP 203 Draft Legal Text

Attachment3— DCP 203 Requestfor Information—March 2014
Attachment4— DCP 203 Consultation One—June 2014
Attachment5— DCP 203 Consultation Two— October 2014

e Attachment6— DCP 203 Consultation Three—March 2015

Attachment 7 — DCP 203 Impact Analysis
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