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Dear Mark 
 
RESPONSE TO STRUCTURE OF ELECTRICITY DISTRIBUTION CONSULTATION ON 
THE LONGER TERM CHARGING FRAMEWORK 135/05 
I am writing on behalf of CE Electric UK Funding Company (CE), which is the UK parent 
company of Northern Electric Distribution Ltd (NEDL) and Yorkshire Electricity Distribution 
plc (YEDL). 

The attached document is the response to the above consultation for CE, YEDL and 
NEDL. 

A summary of the key areas of our response are listed below: 

• Timetable - we note Ofgem’s intention to publish a decision document on the ‘high 
level framework’ in the summer of 2005.  However, we believe that it will then take 
eighteen months to two years to specify, develop and test the revised charging 
arrangements, particularly once the downstream implementation issues are factored 
in.  This suggests a potential April 2007 implementation date for the revised long-term 
framework.  This is not to dismiss the idea that some elements may be possible to 
implement before that time, in a modular approach. 

• Cost drivers - we believe that capacity is the major cost driver for all customers, 
irrespective of size or type.  It can also be identified that, in the mass market, HV and 
LV capacity is the primary driver of investment costs.  The remaining cost drivers only 
impact on the costs imposed by EHV customers (and, in the case of fault level, larger 
HV generators). 

• Locational signals - It is CE’s view that for customers at the highest voltages, 
locational signals can be given through both the connection charge and the use of 
system charges and we believe that this principle should apply equally to both 
demand and generation customers.  In the mass market, the contribution of use of 
system charges to end-users costs is too small to facilitate any real locational signals. 

• Connection Boundary – consideration should be given as to whether a “one-size-
fits-all” connection boundary is appropriate given the discussions on cost drivers and 
locational signals. 



 

• Demand and generation commonality - We believe it should be the aim to 
implement the same charging principles for both demand and generation customers. 

This approach would deliver the consistency, stability and transparency that 
customers are looking for.  There may, however, be obstacles, such as metering 
systems that may prevent this being achieved immediately.  It is nevertheless 
appropriate that the development of the framework and principles in the short term 
should facilitate this longer-term goal. 

• Collaborative working - CE supports, in principle, Ofgem’s view that there would be 
benefit in DNOs working together to provide consistent charging models.   

We continue to support Ofgem’s work in this area and wish to take an active role in future 
developments.  

Should you have any queries then please contact me on the above number. 

Yours sincerely 
 
 
 
 
 
Joseph Hart 
Network Sales Manager 

CE ELECTRIC UK FUNDING COMPANY 
 
Lloyds Court, 78 Grey Street, Newcastle upon Tyne NE1 6AF. Tel: (0191) 223 5151.  Fax: (0191) 223 5152. 

Registered Office: Lloyds Court, 78 Grey Street, Newcastle upon Tyne NE1 6AF.  Registered in Engalnd: 3476201 



 

Detailed comments on Ofgem’s May 2005 consultation on the 
charging framework for electricity distribution charges 

1 Timetable  
The timescale for Ofgem to assimilate responses to this consultation on the longer-term charging 
framework and to announce their decisions on the high-level framework appear to be realistic.  
However, we believe that it will then take eighteen months to two years to specify, develop and 
test the revised charging arrangements, suggesting a potential April 2007 implementation date.  
Our internal programme of work reflects this time requirement and it is our intention that, by April 
2006, we shall have a suitably clear understanding of what the new methodology should contain 
and be in a position to put forward the required modification proposals for approval.  

In addition to considering the development of the methodology, the scope of our internal 
programme also seeks to ensure that plans are in place to address any barriers to 
implementation downstream of the methodology.  For example it seeks to ensure: 

• that the impact on the price control assumptions is assessed appropriately.  In the extreme 
this could constrain full implementation until April 2010; 

• that there is appropriate management of market domain data (MDD), which underpins the 
settlements process.  The process for adding, changing or removing data such as line loss 
factor classes (LLFCs) has to be in line with the Elexon timetable and changes can typically 
take 3 months to be implemented; and 

• that suppliers are fully aware of their role and the implications of either their migrating 
customers via new settlement classes or DNOs’ migrating customers via a change in the 
LLFC. 

Given the above, the framework for the longer-term charging arrangements needs to be 
established sooner rather than later, particularly due to the fact that the outcome of this is likely to 
have a significant impact on the way DNOs approach the next price control review. 

2 Charging methodology development and conditional approvals 
Whilst the current DNO methodologies have been approved as a baseline, it is clear that they are 
not sufficiently well developed to meet Ofgem’s wish for fully aligned use of system charges for 
demand and generation. 

Currently there are conditions attached to Ofgem’s acceptance of CE’s use of system charging 
methodology statements.  These are that we should: 

• review the use of system charging model and develop an alternative approach by 1 April 
2006; and 

• review our strategy for the transition of 2006 EHV charges (if any) by October 2005. 



Ofgem have suggested that work on an alternative charging model should also represent a step 
forward towards a longer-term charging solution.  We therefore intend to take a modular 
approach in developing a cost allocation model, with the goal of developing a solution that will 
serve both to enhance our current methodology and also to stand as one of the first building 
blocks in the enduring solution. 

By taking this approach we believe that we can mitigate the risk that changes introduced prior to 
the implementation of the enduring solution may have the unintended consequence of introducing 
unnecessary tariff instability.  This was specifically identified at the recent Ofgem workshop as 
being of particular concern to suppliers, who would not welcome any such instability and would 
be looking for a smooth transition to the longer-term solution. 

Given that the above is the case, there needs to be a reasoned debate about the most 
appropriate model, or models, going forward.  Any new model must first of all better meet the 
relevant objectives.  As the market develops and competition increases, we may need to have 
more complex models, to ensure that we are cost-reflective and recover the right level of income 
from the right classes of customer.  Any new model must therefore have the flexibility to 
accommodate changes in the market, but must also be robust and auditable. 

3 Type of model and the charge-setting process 
Ofgem have rightly identified that a DNO’s overall revenue is determined by its price controls, and 
this is an important point to note.  This means, in reality, that the UoS charging methodology is all 
about the equitable and cost-reflective recovery of income, and not how much income we are 
allowed to recover.  The allowed revenue for demand customers is derived from the price control 
and considers both historical and future costs.  It is cognisant, amongst other things, of the 
current regulatory asset base (RAB), whereas the allowed income recovery for generation 
customers is driven by the new incentive mechanism, which came into force from April 2005.  
Either way, the amount of income we are allowed to recover is essentially fixed. 

With reference to the academic reports, the consultation tends to suggest that it should only be 
the forward-looking investment costs that drive the new methodology, but we believe this would 
lead to greater volatility and less predictability in charges – both of which are entirely contrary to 
what our customers are looking for.  Furthermore, they do not explain how any new models would 
be implemented and what the key data requirements would be. 

Ofgem’s view is that historical costs are the result of decisions already taken and hence cannot 
be affected by future charges.  Only future decisions can now be influenced and, hence, the key 
driver for economic efficiency is to reflect future costs.  If this type of model were to be 
implemented, along with locational UoS, it is likely that there would be significant step-changes in 
future charges as decisions were made on where, and when, we should invest in the network.  
Investment decisions are always subject to change, and this could introduce a high degree of 
volatility and loss of predictability, particularly if locational tariffs were in place.  One way to reduce 
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this potential volatility would be to have average charging across the network, based on forward-
looking costs only, but even then the risk would not be fully mitigated. 

A pragmatic means of counteracting this volatility could be to consider designing the new 
methodology to factor in both historical and forward-looking costs, ideally over the full asset life 
cycle, but probably more realistically over a 20-year period, with the balance being 15 years of 
historical costs and 5 years of future costs.  (20 years is the depreciation period for assets that is 
used in financial calculations).   

As mentioned earlier, this would be in line with the way allowed revenue is derived in the price 
control. This approach would also result in a smoother transition year on year, mitigating the risk 
of significant step-changes for existing customers as a result of decisions made on where and 
when we invest in the network. 

The model should also consider the capacity that customers require on the network.  In the mass 
market, capacity at the time of peak demand is the primary driver of costs on the distribution 
system.  We believe capacity is the most representative means of allocating network costs to 
different customer groups and it therefore needs to have a pivotal role in any new charging 
models. 

Whatever the cost basis of the charging model, it is clear that a two-step approach is required to 
determine the UoS tariffs.  The first step in the process is ensuring the cost-reflective allocation of 
income recovery to customer groups.  The second step is consideration of the charging structure 
(i.e. fixed / unit / kVA / kVAr) etc. 

The same principles should be applied to a model for either demand or generation. 

We recognise that taking this approach would limit the cost signals being sent by use of system 
charges.  We do, however, believe that locational signals can also be sent via the connection 
charge, an area that was largely ignored in the academic reports.  Such an approach would 
enable UoS tariffs to be stable and predictable for the mass-market via some form of averaging, 
whilst being able to be more locational at the higher voltage levels. 

The main barriers to the implementation of any new model(s) are that: 

• the data required is not readily available within the business; 

•  data is not at the appropriate level to populate the model; and 

• functional limitations of existing billing systems may not facilitate the type of tariffs DNOs 
may wish to offer. 
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4 Charging principles 
In the consultation document Ofgem consider a number of high-level charging principles, which 
they consider sit alongside the licence objectives.  We have taken these principles, along with 
some additional ones, and made an assessment of which are most important to each of the 
interested parties.  The output is shown in the table below. 

Principle Ofgem DNOs Suppliers
Large End

 Users

Cost reflectivity

Simplicity

Transparency

Predictability

Facilitation of competition

Equitableness

Stability

Consistency

Comparability

Utilisation of existing data sources
 

Figure 1 - Charging principles 

Inevitably there are practical constraints and differing requirements, which create potential 
conflicts between some of these principles and between the interested parties. 

Our interpretation of this analysis is that the main focus for both DNOs and Ofgem is the licence 
requirements of cost reflectivity and facilitating competition.  In order to keep costs to a minimum 
DNOs would also initially be looking for a relatively simple model, which would facilitate equitable 
income recovery by utilising existing data sources, such as the price control data.  These 
principles would be of no interest to suppliers. 

In contrast suppliers and end users are looking for stability, predictability and transparency.  They 
believe this will give them clear pricing signals, reduce the level of uncertainty and allow them to 
be innovative when offering longer-term products.  Stability can also facilitate competition, 
whereas instability could act as a barrier.  

Getting the right balance between these principles is important.  However, from a DNO 
perspective, regardless of which of the above principles are adopted, the income we are allowed 
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to recover remains unchanged, as it is fixed by the price control.  The biggest issue we face is 
that of migration, if a very different allocation of income recovery should be introduced. 

In addition to the charging principles described above, there are two others, namely political and 
environmental, which are seldom mentioned.  As these are important national principles, there 
may be a requirement for due discrimination in order to facilitate government agendas.   

5 Cost drivers 
The academics draw out various investment cost drivers. 

• capacity 

• system fault levels; 

• security standards; 

• network design standards ; 

• regulatory incentives concerning quality of supply and losses; and 

• incentives to connect distributed generation 

The table below shows how we believe each of these cost drivers influences investment for 
differing groups of customers. 

 

Customer type 

EHV HV LV Cost driver 

Demand Generation Demand Generation Demand Generation 

Capacity H H H H H H 

Fault level L H L M L L 

Security standards M M L L L L 

Network design standards M M L L L L 

Regulatory incentives (losses and QoS) M M L L L L 

DG incentives L M L M L L 

Figure 2 - Cost driver analysis segmented by customer 

As can be seen from this analysis, capacity is a major cost driver for all customers irrespective of 
size or type.  It can also be identified that, in the mass market, HV and LV capacity is the only 
(primary) driver of investment costs.  The remaining cost drivers only impact on the costs 
imposed by EHV customers (and, in the case of fault level, larger HV generators).  If this analysis 
is accepted, it will tend to indicate that there is little to be gained through implementation of 
complex tariffs in the mass market to support the sending of these cost signals.  Ofgem have 
already accepted this by acknowledging that DNOs can more readily affect the behaviour of 
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customers in the half-hourly market through pricing signals than those on NHH meters and that 
these customers, whilst relatively few in number, account for a high volume of units distributed.  

It should also be noted that data is readily available for customers in the half-hourly (HH) market 
and the existing tariff structures mean that we bill based on agreed capacity.  A proxy for capacity 
needs to be found for customers in the non-half hourly (NHH) market, where constraints of the 
billing system mean that tariffs are based on a fixed and unit basis only. 

In summary, we believe capacity is the most representative means of allocating network costs to 
different customer groups and it therefore needs to have a pivotal role in any new charging 
models.   

6 Applicability of any model to demand and generation 
If it is accepted that capacity is the prime cost driver on the network, we believe it should be 
possible for the same principles to be applied to both demand and generation, thus enabling the 
same charging principles to be applied uniformly across all distribution network users. 

This approach would deliver the consistency, stability and transparency that customers are 
looking for.  There may, however, be obstacles, such as metering systems that may prevent this 
being achieved immediately.  It is nevertheless appropriate that the development of the 
framework and principles in the short term should facilitate this longer-term goal. 

7 Locational variations 
Having a locational signal in the charging arena is a reasonable thing to expect and is compatible 
with the economic theory that charges should be levied in line with what, and who, drives network 
costs.  

The key factor that has to be recognised is that the ability of a DNO to influence the behaviour of 
end-users is limited, as the UoS charges typically only make up 25% of the overall energy charge 
that they face.  

Ofgem should, however, be aware that it is mainly developers/large end-users who pay 
connection charges, and developers ultimately are not concerned with the UoS charges, which 
are then levied on end-users. 

Therefore, if it is the behaviour of the end-user that we are seeking to influence, the only lever 
available to DNOs is via the connection charge.   There would appear to be a conflict between the 
desire for a shallower connection charge and these signals – with the locational signals tending to 
indicate a deeper connection boundary perhaps even than we have today. 

Were locational, or even nodal, charging to be introduced for customers connected at the lower 
voltages, this would: 
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 necessitate the introduction of hundreds of new tariffs; 

 increase the costs faced by DNOs in calculating, communicating and billing; and 

 complicate the market place. 

This does not seem to be a desirable outcome, particularly when it is highly unlikely to lead to a 
change of behaviour in the end-user. 

In summary it is CE’s view that, if locational signals are to be sent to customers at a lower 
voltage, practically this can only be achieved through the connection charge.  At the highest 
voltages it is feasible and indeed desirable to influence the behaviour through the use of system 
charge.  This leads one to conclude that there is not a “one-size-fits-all” solution to the sending of 
locational signals and that they need to be balanced against other requirements. 

8 Connection boundary 
There should be a very clear boundary between connection and use of system charges for 
demand and generation.  This would aid the development of a simple, stable, transparent and 
predictable charging structure, which market intelligence indicates customers/suppliers are 
looking for.  If the connection boundary were to move at all, it should be made deeper rather than 
shallower, thereby giving a stronger locational signal. 

The introduction of the interim arrangements established a common, shallowish, connection-
charging boundary for both demand and generation. 

As discussed previously, it is CE’s view that for customers at the higher voltages locational 
signals can be given through both the connection charge and the use of system charges and we 
believe that this principle should apply equally to both demand and generation customers.  In 
applying this principle we believe that, in general, the user should be liable for: 

• the costs associated with providing assets that are for the sole benefit of the user 
requesting the connection; and 

• subject to a de minimis threshold, a proportion of the associated shared and deep 
reinforcement costs. 

We believe that, ideally, all users should face locational charges on an annualised basis.  Our 
experience suggests that this could be best achieved through combining a standard 
transportation tariff (reflecting generic ‘deeper’ reinforcement costs, rates, exit charges, etc) with 
an annualised connection charge to recover additional site-specific costs.  For most practical 
purposes, particularly from a user’s viewpoint, annualised connection charges and transportation 
tariffs are indistinguishable.  The impact of potential disturbance to existing customers during any 
transition would have to be considered as part of implementation.  The advantages of this 
approach are: 
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• by deferring a proportion of connection charges over the life (or part of the life) of the project 
the initial impact of up-front connection charges on users is softened; 

• the true cost of the connection is still ring fenced; 

• some locational signals are still provided to users; 

• the costs of providing the connection are correctly apportioned; 

• inappropriate transfer of costs or risks to other existing users is avoided; 

• the annualised connection charges are capable of evolution to reflect changing network 
characteristics and commercial arrangements; 

• customers have yet further predictability and transparency in respect of their charges; and 

• simpler tariff structures will improve predictability and transparency and better facilitate 
competition in the trading of energy from generators. 

At previous Ofgem seminars we noted that a number of users, including generators, commented 
that deeper connection charges gave them predictability and certainty of charges.  This was a 
very important factor to them in securing finance for projects.  To this end some generators 
commented that they preferred the certainty brought by deeper charges to the uncertainty of 
costs they would incur from ongoing UoS.  We believe the methodology outlined above would 
address this concern whilst managing potentially high up-front costs. 

9 Tariff structures 
UoS tariffs are in the main based on legacy Public Electricity Supply (PES) tariffs: we 
acknowledge that this does not aid transparency across the industry. 

We believe that it would be reasonably easy to introduce a generic tariff structure, for the major 
customer groups, based on average charges, and potentially a common set of core tariffs across 
the industry.  This would strike an appropriate balance between cost reflectivity and tariff 
simplicity.  It would also provide a simple, stable, transparent and predictable set of tariffs, which 
is what our customers require. 

As long as we are being cost-reflective and non-discriminatory within customer groups, the way in 
which the money is recovered, from each group of customers, should be a matter for individual 
companies’ commercial strategies.  This could be via a single fixed charge, a single unit charge or 
a combination of fixed, unit, availability or reactive power charges.  In our opinion the balance, 
where possible, should have a strong availability charge bias for all customers, where appropriate 
metering is installed to support this.  This will send out a message to encourage efficient use of 
our network by improving load and power factor; and recognise embedded benefits such as 
system support, reduced losses and consequently a potential reduction in CO2 emissions. 

In adopting this approach it must be recognised that care would need to be taken to ensure an 
appropriate balance between cost reflectivity and tariff simplicity.  In other words, it would only be 
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appropriate to have a common tariff structure and not a common tariff value due to the differing 
customer mix, network characteristics and income allowances throughout the UK.  We believe 
that the prime danger in introducing a very simplistic, or overly prescriptive, tariff regime could lie 
in the stifling of innovation and a consequential loss of benefits to customers. 

10 Line loss factors 
It would seem reasonable to expect DNOs to publish their methodologies for calculating loss 
adjustment factors, but these should be separate from the UoS charging methodology, as the 
loss adjustment factors have no impact on the charges set by a DNO. 

It should be noted that, even if a consistent approach were to be adopted by all DNOs, the loss 
factors that resulted would be different due to diversity in network configurations and types of 
equipment used by each DNO. 

Closely allied to this is the consideration of the losses that should be applied to IDNO networks 
and IDNO customers.  It is our view that IDNOs should be treated in the same way as any other 
exit point on our network (i.e. as a single customer).  This means that their exit point would have 
the losses applied to it based on the type and voltage of the connection.  How the IDNOs 
calculated the additional losses on their systems would be for them to determine and publish. 

11 Scaling prices to revenues 
In order that revenue allowances are accurately recovered, the outputs of existing models need 
some additional scaling to cater for the practicalities of regulatory constraints, political 
considerations and avoidance of step price changes etc.  Our favoured approach for a new 
pricing model would be one that identified the proportion of income to be recovered from specific 
customer groups on a fair and equitable basis based on the costs they imposed.  This would 
remove the need for any initial scaling, as it would inherently identify the amount of income to be 
recovered from each customer group.  The proportion of cost allocated to each customer group 
would be different for each DNO, dependent on its network configuration and customer mix. 

12 Transition arrangements 
We agree that the introduction of new charging models may lead to large disturbances in prices 
for some customers.  However, the scale of the changes, if any, can only be established once we 
have agreed the charging principles, developed the models and validated the outputs.  Once the 
extent of the change is known we can establish a migration strategy, if one is required, and the 
most appropriate time for implementation of revised models.  It should be noted that, as this 
would be a change to our methodology, we would consult fully with relevant parties beforehand.  
Part of this process would be the publication of illustrative tariffs that reflected the changes 
proposed, so that consumers and suppliers were kept informed. 
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13 Distributed generation and deferred expenditure 
 

We remain happy to facilitate the connection of distributed generation (DG) and welcome the 
incentives included in the recent distribution price control settlement.  Whilst we accept that some 
generation projects can assist us in the temporary deferment of expenditure due to reinforcement, 
there are others that can have a pronounced negative impact on our network.  In addition, there 
remains considerable uncertainty as to whether micro-generation will provide general long-term 
net benefits to distribution systems. 

We believe it would be prudent to capture the views of the technical groups that have been 
working on DG in relation to DNO networks to understand the true benefits.  We need to ensure 
that we are not developing future models based on false perceptions or desired attributes of DG. 

We believe that DG connected before April 2005 should not face UoS charges until at least 2010, 
possibly not until 2020 and that it should then be introduced at this point on a “clean slate” basis 
without retrospective treatment of any deep charging.  We feel this is appropriate given that any 
generator picking up deep costs in the past was merely picking up appropriate cost at the time.  In 
addition DNOs could be faced with providing refunds from the current price control period to 
generators that we had connected in previous price control periods. 

Even if we were to resolve these issues, any migration would create winners and losers, with the 
possibility of generators operating at the margin becoming insolvent.  Furthermore, some 
generators might accept a refund of deep charges and opt to cease generating before paying 
UoS. 

We are convinced that the embryonic DG market values a simple and predictable UoS 
environment.  We feel that any move to introduce strong locational signals, fluctuating charges, 
complex access trading or ancillary services might act against the expansion of smaller DG - 
particularly given that the pool of customers will be relatively small and therefore very sensitive to 
any charge corrections or re-balancing. 

14 Reactive power charging 
We agree in principle that charging arrangements should reflect the costs that low power factors 
impose on distribution networks.  In practice this can only be achieved with larger capacities of 
supply where metering arrangements either record the reactive consumption or the capacity in 
terms of kVA charges.  Typically this is only in the half-hourly market.  If reactive power charges 
are to be levied in the non-half hourly market, revised metering arrangements will be required. 

In the half-hourly market CE currently utilises a charge per kVA for system capacity at each 
voltage level that is attributed to the supply.  These availability charges aim to provide an 
incentive to customers to improve their power factor, analogous to reactive power charges. 
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As the debate on the longer-term charging arrangement reaches a more mature state, we shall 
be looking to strengthen the signals that we send to customers, via the availability charge.  We 
are already giving serious consideration to introducing reactive power charges: this would give 
additional encouragement to customers to operate at a better power factor.  Provided that this 
cost message was effective, it would allow us to develop our network more efficiently, potentially 
deferring the need for reinforcement. 

15 Development process issues 
CE supports, in principle, Ofgem’s view that there would be benefit in DNOs working together to 
provide consistent charging models.  It is our view that there would be value in having a joint cost 
allocation model, but that tariff structures should remain DNO-specific in order not to stifle 
innovation.  The model that CE envisages, has: 

• a generic set of model inputs, the values of which will be different for all DNOs; 

• a common cost allocation model or charging methodology; and 

• a set of tariffs, both number and structure, that are DNO-specific (in order not to stifle 
innovation). 

These principles hold whatever the rules are, or how complex the cost allocation model is.  
Consideration needs to be given to the fact that introducing a common charging model could 
incur costs for development work, system design, new recording and potentially new accounting 
systems and policies. 

It is felt that joint working would reduce development costs for DNOs and mitigate the risk of 
several very different solutions being developed.  It is envisaged that, should collaborative 
working be undertaken, multiple models would be discussed and the pros and cons of each 
debated.  Commonality between approaches is likely to have benefits for suppliers and 
customers in understanding the charge-setting process and can only serve to increase 
transparency. 

It should be noted that the introduction of a common charging methodology is unlikely to have a 
major impact on the final outcome of where new generators or demand customers locate.  There 
are a number of other factors, such as political issues and planning permission considerations, 
which have a more significant influence on the siting decisions of companies. 

Publication of any charging model will only be of use to suppliers, if the inputs are known and fully 
understood.  The likelihood is that many of these inputs will be commercially confidential 
information.  If, as we believe to be the case, it is the longer-term pricing signals that suppliers are 
looking to understand, they would be better building a model of the regulatory formula, as defined 
in the licence, for themselves. 
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16 IDNO charging methodologies 
As icensed entities IDNOs are required to publish their connection and use of system charging 
methodologies.  We look forward to IDNOs bringing forward their methodologies for approval. 

17 Implementation 
We fully support the view that,once Ofgem announce their final decisions on the longer-term 
charging framework, it will be the responsibility of the DNOs, either individually or collaboratively, 
to implement the solution.  Any changes to the methodology statements that result will be 
progressed via the predefined process in full consultation with all affected parties.  Part of the 
process will be the publication of illustrative tariffs that reflect the proposed changes, to ensure 
that consumers and suppliers are kept fully informed of the details of the changes and when they 
will take effect. 

It is our view that the ISG should continue as a cross-industry policy discussion forum, but should 
not act as a formal decision-making body or preclude full discussion on issues.  It is important that 
the group should conduct itself in an open and transparent manner and that the steering group 
members should consult within their respective communities.  However, the frequency of the 
meetings should be reviewed, with quarterly meetings probably being more appropriate. 

If it should be decided that there would be value to be gained through DNOs working together to 
develop a national model, consideration should be given to utilising existing industry groups (e.g. 
the commercial operations group (COG) or the distribution commercial forum (DCF)) to facilitate 
this.  This group(s) could then report to the ISG, where the wider industry community could 
discuss issues and be kept informed of progress. 
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