
 

 
  

2020/21 I ndi cati ve State ment  

150- day noti ce of transport ation 
char ges eff ecti ve fro m 1st  April 2020 



 

I ndi cati ve Notice of LDZ Transportati on Charges from 
1 April 2020 

 

1.  I ntroducti on 

 
Thi s noti ce provi des i ndi cati ve l evel s of the gas transportation charges that will appl y from 1 April 2020 f or 
Nort her n Gas Net works Li mi ted ( NGN), i n li ne wi th the Gas Transporter Li cence requi re ment to provi de 
150 days’ noti ce of such proposal s.  The defi niti ve noti ce of di stri buti on transportati on charges eff ecti ve 
from 1 April 2020 will be published by 31 January 2020, i n line wi th the 60 days’ noti ce requi re ments 
wi t hi n the Uni f or m Net work Code ( UNC).  
 

2.  I ndi cati ve Di stri buti on Charges 
 

NGN’ s headli ne pri ce change for 20/21 i s +1. 0%.   Thi s represents an LDZ pri ce i ncrease of +1. 5% combi ned 
wi t h an average exi t capaci ty pri ce i ncrease of -55. 9%.  
 

As shown i n the tabl e bel ow NGN’ s all owed revenue i ncreases by +£4. 9 m year on year - move ments 
greater than £0. 5 m year on year are detail ed bel ow.  Whil st thi s is an i ncrease of +1. 1% we need an 
overall pri ce i ncrease i n our uni t rates of +1. 0% because of f orecast changes i n capaci ty level s agai nst 
whi ch uni t rates are charged.  
 

 
 

Notes 19/20 20/21 Var Var %

1 PRICE CONTROL REVENUE 456.8     473.1     16.3 3.6%

Adjustments to Base Revenue

2 Cost of Debt (21.6) (28.2) (6.6)

3 RPI true ups 1.1 (0.3) (1.5)

4 Tax trigger events (2.5) (3.5) (1.0)

FGO Allowance impact (2.9) (3.4) (0.5)

Repex Tier 2a workload (0.7) (0.9) (0.2)

Pension Deficit True Ups (4.2) (4.3) (0.1)

Legacy GDPCR1 Adjustments 2.5 2.8 0.3

5 Totex incentive mechanism (2.2) (0.6) 1.6

Tax clawback adjustments 0.0 0.0 0.0

Shrinkage allowance changes (0.2) (0.3) (0.0)

Exit allowance changes 0.0 0.0 0.0

Fuel poor allowance changes 0.6 0.7 0.0

ADJUSTED BASE REVENUES 426.7     435.0     8.3 1.9%

6 Non Controllable Cost True Ups (2.9) (6.7) (3.8)

7 Supplier of Last Resort Claims 0.7 0.2 (0.5)

Network Innovation Allowance 2.7 2.7 0.1

Incentives

8 Discretionary Reward Scheme 0.9 0.0 (0.9)

NTS Exit Capacity 2.2 2.0 (0.2)

Stakeholder Engagement 0.9 0.8 (0.0)

Customer Satisfaction 2.0 2.1 0.1

Shrinkage 0.8 1.0 0.2

Environmental Emissions 4.1 4.1 0.0

Total Incentives 10.9 10.1 (0.8)

9 Under/(Over) Collections "K" (1.2) 0.5 1.7

TOTAL ALLOWED REVENUE 436.9     441.9     4.9 1.1%

AQ/SOQ Change Impact - impact from 19/20 over collection (2.1%)

10 AQ/SOQ Change Impact - forecast during 20/21 2.0%

OVERALL PRICE CHANGE 1.0%



 

Not e 1: Pri ce Contr ol Revenue - thi s is the all owed revenue as deter mi ned by Of gem i n the pri ce contr ol 
settl ement (Fi nal Proposal data).  The shape of NGN’ s all owed revenue reduced i n t he mi ddl e years of RII O- GD1 
but i ncreases agai n i n the l ast 2 years of the pri ce control peri od.  

 

Not e 2: Cost of Debt - Of ge m’s fi nal proposal s i ncl uded a cost of debt all owance based on an I BOXX i ndex 10-
year traili ng average of 2. 92%.   NGN’ s f orecast f or the average i ndex appli cabl e f or 20/21 (based on a proj ecti on 
as at 31st Oct ober 2019) i s 1.10% whi ch resul ts i n a revenue reducti on of £28. 2m when compar ed wi t h the 
ori gi nal all owance.   

 

Not e 3: RPI True ups - thi s is “truei ng” up any differences bet ween f orecast and act ual RPI .  There i s a 2-year l ag 
f or thi s adj ust ment so the ( £0. 3m) adj ust ment i n 20/21 rel ates to diff erences ari si ng i n 18/19.  Pri ces were set 
i n advance f or 18/19 usi ng a HM Treasury f orecast RPI of +3. 3% compar ed to the act ual RPI of 3. 1%.  
 

Not e 4: Tax Tri gger Events – Duri ng 20/21 the tax tri gger adj ust ment of (£3. 5m) represents the reducti on i n the 
cor porati on tax rate to 17% and the change of the speci al rat e capi tal all owance pool from 8% t o 6%.  
 

Not e 5: Totex I ncenti ve Mechani s m – the adj ust ments wi thi n revenue rel ate to Totex Out perf or mance fr om 2 
years bef ore.  When we out perf or m Tot ex we must ret ur n 36% back to cust omers.  Our out perf or mance vs. 
all owances reduced by 2. 5% year on year to 9. 3% whi ch theref ore resul ts i n l ess money bei ng ret ur ned.  

  

Not e 7: Suppli er of Last Resort Cl ai ms – Duri ng 20/21 we have been notifi ed of a cl ai m f or Toget her Energy/ One 
Sel ect of £235k as part of the wi der £4. 8m t otal i ndustry cl ai m.  

 

Not e 8: Di screti onary Rewar d Sche me – NGN was awar ded £900k through the DRS sche me i n 19/20 whi ch was 
the 2nd and fi nal wi ndow during the RII O- GD1 peri od. As such there will be no f urther awar ds duri ng the RII O-
GD1 peri od.  
 

Not e 9: Under / ( Over) Coll ecti on – we ai m to coll ect what we are “all owed” and set pri ces accor di ngl y to coll ect 
the correct a mount of revenue.  The l evel of change i n annual quantiti es and peak day demand must be f orecast 
when pri ces are publi shed – any difference bet ween thi s assu mpti on and the act ual change will resul t i n revenue 
bei ng under or over coll ected.  
  

I n 18/19 we under coll ected by £0. 5m whi ch has been added to all owed revenue i n 20/21.    
 

Pl ease not e that duri ng 19/20 we f orecast to over coll ect revenue by c. £12 m due to changes i n the Annual 
Quanti ti es used wi thi n the chargi ng base data – thi s will i mpact on our pri ce change needed for 20/21 as revenue 
wi ll be hi gher than needed i n 19/20.  
 

Not e 10: 2019 Load Fact ors – l oad fact ors are the rel ati onshi p bet ween Annual Quanti ties ( AQ) and peak day 
de mand (al so ref erred to as SOQ/Suppl y Offtake Quanti ty).  The met hod of coll ecti ng i ncome i s l argel y li nked t o 
peak day de mand and as such is a criti cal measure i n the accuracy of any pri ce change needed.   We have assu med 
a - 2% reducti on i n capaci ty l evel s whi ch resul ts i n 2% added to the l evel of pri ce changed requi red to coll ect the 
all owed revenue a mount f or 19/20.  Further anal ysi s bet ween thi s and our 60- day publicati on will confir m thi s 
posi ti on.  
 

I nfl ati on: I ncl uded i n the above numbers i s an assumed i nfl ati on rate of 2. 85% based on f orecasts compil ed by 
HM Treasury and publi shed in i ts August 2019 Forecasts for the UK Econo my docu ment. When we publi sh our 
60- day noti ce thi s will be updat ed to refl ect RPI f orecasts fro m t he correspondi ng Nove mber report.  

 
 
 
 
 
 
 
 
 
 
 



 

3.  Uncertai nti es around I ndi cati ve Transportati on Charges 
 
At the ti me of thi s publi cation Of ge m have not f or mally publi shed the “ MOD” fi gur e that will be 
i ncl uded i n 20/21 pri ces after runni ng the Annual Iterati on Process.  The i ndi cati ve charges 
above i ncl ude an esti mat e of what the MOD will be, and thi s will be updated wi th fi nali sed 
fi gures f or the 60- day pri cing noti ce.   
 
We have esti mat ed the new AQ and SOQ capaci ty l evel s that will for m the basi s of chargi ng 
duri ng 20/21.  The snapshot of capaci ty data to be appli ed f or 20/21 chargi ng purposes will be 
taken i n Dece mber 2019 and any si gnifi cant vari ati ons adj usted f or i n the 60- day noti ce.  
 
4.  Further I nf or mati on 

 
If you have any queri es or requi re any f urther detail s on thi s noti ce pl ease contact: 
 
Jon Trapps  
Pri ci ng and Revenue Manager 
 
Nort her n Gas Net works 
1100 Cent ury Way 
Thor pe Park 
Leeds 
LS15 8TU 
0113 397 5354 
jtrapps @nort her ngas. co. uk 
 

 
  



 

Appendi x 1 - I ndi cative Uni t Charges and Chargi ng Functi ons effecti ve 1st 
April 2020 

 

LDZ Syste m Capacity Charges - Directl y Connected Suppl y Poi nts and Connected Syste ms  
 

Charge band (k Wh/annu m) 
Current (19/20) 

 
Eff ecti ve from 1st April 2020 

Capacity 
p / peak day k Wh / day 

Capacity 
p / peak day k Wh / day 

Up to 73, 200 0. 2113 0. 2144 

73, 200 to 732, 000 0. 1816 0. 1842 

>732, 000 2. 1302 x SOQ  ̂ -0. 2834 2. 1612 x SOQ  ̂ -0. 2834 

Subj ect to a mi ni mu m rate of:  0. 0055 0. 0056 

Mi ni mu m reached at SOQ of:  1, 355, 727, 843 1, 338, 753, 243 

 

LDZ Syste m Commodi ty Charges - Directl y Connected Suppl y Poi nts and Connected Syste ms  
 

Charge band (k Wh/annu m) 
Current (19/20) 

 
Eff ecti ve from 1st April 2020 

Co mmodi ty 
p / k Wh 

Co mmodi ty 
p / k Wh 

Up to 73, 200  0. 0333 0. 0338 

73, 200 to 732, 000  0. 0285 0. 0289 

>732, 000  0. 3663 x SOQ  ̂ -0. 294 0. 3716 x SOQ  ̂ -0. 2940 

Subj ect to a mi ni mu m rate of:  0. 0011 0. 0011 

Mi ni mu m reached at SOQ of:  379, 963, 860 398, 990, 590 

 

LDZ Cust omer Capacity Charges  
 

Charge band (k Wh/annu m) 

Current (19/20) 
 

Eff ecti ve from 1st April 2020 

Capacity 
p / peak day k Wh / day 

Capacity 
p / peak day k Wh / day 

Up to 73, 200  0. 1128 0. 1144 

73, 200 to 732, 000  0. 0041 0. 0042 

>732, 000  0. 0861 x SOQ  ̂ -0. 2100 0. 0874 x SOQ  ̂ -0. 2100 

 

LDZ Cust omer Fi xed Charges - 73, 200 to 732, 000 k Wh / annu m onl y 
 

Type of Suppl y Poi nt 
Current (19/20) 

 
Eff ecti ve from 1st April 2020 

Fi xed p / day Fi xed p / day 

Non- mont hl y read suppl y poi nts  35. 4371 35. 9524 

Mont hl y read suppl y poi nts  37. 7323 38. 2809 



 

NTS Exit Capacity Charges recovered through the LDZ ECN Charge 
 

Exit Zone 

Current (19/20) 
 

Eff ecti ve from 1st April 2020 

Capacity 
p / peak day k Wh / day 

Capacity 
p / peak day k Wh / day 

NE1 0. 0074 0. 0033 

NE2 0. 0009 0. 0003 

NE3 0. 0009 0. 0003 

NO1 0. 0017 0. 0008 

NO2 0. 0072 0. 0034 

 

Appendi x 2 – DN Entry I ndi cati ve Uni t Rates 20/21 

 
The f oll owi ng tabl e shows the i ndi cati ve uni t rates for si tes that are fl owi ng gas or have fl owed f or 1 
day.  Shoul d any addi ti onal  new sites start to fl ow gas after thi s publi cati on or volu mes f orecasts 
change si gnifi cantl y we will adj ust i n our fi nal 60- day pri ci ng noti ce.  
 

Si te 
Xoserve Site 

Na me 

Current 
 Eff ecti ve from 1st April 

2020 

Uni t rate 
Charge or 

Credi t 
Uni t rate 

Charge or 
Credi t 

Howdon HOWDOS (0. 03437)  Cr edi t (0. 03287) Credi t 

Lee mi ng LEE MOS (0. 02662)  Cr edi t (0. 03706) Credi t 

Teesi de FOOT OS (0. 02164)  Cr edi t (0. 02268) Credi t 

Cu mbri a ASPAOS (0. 02289)  Cr edi t (0. 01752) Credi t 

Agri Sher bur n i n 
El met 

SHEROS (0. 03355)  Cr edi t (0. 03362) Credi t 

Ri dge Road Sher bur n 
i n El met 

RI DGOS 0. 03047 Charge 0. 02543 Charge 

Burt os Agnes BURTOS 0. 03422 Charge 0. 03426 Charge 

E mer al d Bi ogas NE WT OS (0. 04482)  Cr edi t (0. 04400) Credi t 

Gr avel Pit GRAVOS 0. 00826 Charge (0. 00353) Credi t 

Lanes Far m LANEOS (0. 02928)  Cr edi t (0. 02680) Credi t 

Spal di ngt on SPAL OS 0. 03422 Charge 0. 03770 Charge 

 

The f oll owi ng si tes are esti mat ed to go li ve i n the next 3 mont hs: Bran Sands, War dl ey, Park 
Far m, Pl axt on Bri dge, High Hedl ey.  Rates will be pr ovi ded when gas starts to fl ow.  


