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(NIC) Governance Document.  
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Network Licence Project Partners 

Funding Licensee area 

Project title 

Project Summary 

The Licensee must provide an approximate Project start and end date. 

Estimated Project funding 
The Licensee must provide an approximate figure of the total cost of the project and the NIC funding it is applying for. 

Total cost of Project NIC funding requested 

Cross Sector Projects 

only: Requested 

funding from 

Electricity NIC, NIA 

or second tier LCN 

Fund?  

If yes, please specify 
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Problem 

The Licensee must provide a narrative which explains the Problem(s) which the Project is seeking to address. 

Method(s) 

The Licensee should describe the Method(s) which are being demonstrated or developed. The Licensee must outline how the 

Method(s) could solve the Problem. The type of Method should be identified where possible eg technical, commercial etc. 
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Method(s) continued 

Funding commentary 
The Licensee must provide a commentary on the accuracy of its funding estimate. If the Project has phases, the Licensee 

should identify the approximate cost of each phase. IGTs should indicate potential bid costs expenses.  

Specific Requirements (please tick which of the specific requirements this project fulfils) 

A specific piece of new (ie unproven in GB) equipment (including control and/or communications 

systems and/or software) 

A specific novel arrangement or application of existing gas transmission or/and distribution 
equipment (including control and communications systems software) 

A specific novel operational practice directly related to the operation of the gas transportation system 

A specific novel commercial arrangement 
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Accelerates the development of a low carbon energy sector & has the potential to 

deliver net financial benefits to existing and/or future customers 

The Licensee must demonstrate that the Solution has the potential to accelerate the development of the low carbon energy 
sector in GB and/or deliver wider environmental benefits to GB customers. The Licensee must demonstrate the potential to 
deliver net financial benefits to existing and/or future customers. 
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Delivers value for money for gas customers 
The Licensee must demonstrate that the Method(s) being trialled can derive benefits and resulting learning that can be 
attributed to or are applicable to the gas transportation system.  

 

  

 

Demonstrates the Project generates knowledge that can be shared amongst all 

Licensees 
The Licensee must explain the learning which it expects the Method(s) it is trialling to deliver. The Licensee must demonstrate 
that it has a robust methodology in place to capture the learning from the Trial(s).  
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Please tick if the project conforms to the default IPR arrangements set out in 

the NIC Governance Document? 
If the Licensee wishes to deviate from the default requirement for IPR then it must demonstrate how the learning will be 
disseminated to other Licensees and how value for money will be ensured. The Licensee must also outline the proposed 
alternative arrangements and justify why the arrangements are more suitable than the default arrangements. 

How is the project innovative and with an unproven business case where the 
innovation risk warrants a limited Development or Demonstration Project to 
demonstrate its effectiveness. 
Demonstrate why the Licensee has not previously used this Solution (including where the Solution involves commercial 
arrangements) and why NIC funding is required to undertake it. This must  include why the Licensee would not run the trial as 
part of its normal course of business and why the Solution is not Research. 
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Project Partners and external resourcing/funding  

The Licensee must provide evidence of how Project Partners have been identified and selected, including details of the process 
that has been followed and the rationale for selecting participants and ideas for the Project. 
 
The Licensee should provide details of any Project Partners who will be actively involved in the Project and are prepared to 
devote time, resources and/or funding to the Project. If the Licensee has not identified any specific Project Partners, it should 
provide details of the type of Project Partners it wishes to attract to the Project.  
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Derogations or exemptions 
The Licensee should outline if it considers that the Project will require any derogations, exemptions or changes to the 

regulatory arrangements. 

Customer impact 
The Licensee should outline any planned interaction with customers or customers’ premises as part of the Project, and any 

other direct customer impact (such as amended contractual or charging arrangements, or supply interruptions). 
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Details of cross sector aspects 

The Licensee should complete this box only if this Project forms part of a larger cross sector Project that is seeking funding 

from multiple competitions (Gas NIC, Electricity NIC or LCN Fund). The Licensee should explain about the Project it will be 

collaborating with, how it all fits together, and must add a justification for the funding split.  
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Contact name 

Contact Address 

E-mail 

Direct telephone line 

Job title 

Any further details the Licensee feels would add to the submission 
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	Funding LicenseeRow1: Scotland Gas Networks and Southern Gas Networks
	Network Licence Project PartnersRow1: N/A
	Funding Licensee areaRow1: Scotland Gas Networks
	Project titleRow1: Opening up the Gas Market
	The Licensee must provide an approximate Project start and end dateRow1: The UK is now a net importer of natural gas. While sources of new natural gas are numerous, gases have different compositions and individual country's specifications are very prescriptive, limiting the market. Processing requirements are expensive and require significant capital and operational expenditure. The objective of this project is to demonstrate gas, which meets the European Association for the Streamlining of Energy Exchange-gas (EASEE Gas) specification but sits outside of the characteristics of gas specified within UK Gas Safety (Management) Regulations 1996 can be distributed safely and efficiently. For this demonstration, we have a unique opportunity to utilise one of our discrete networks which we operate in the far north of Scotland, called the Scottish Independent Undertakings (SIUs) .The project will be a UK first and is designed to facilitate the entry of new sources of gas which can support energy diversity as well as the UK security of supply.It is proposed the project duration is two years, with a start date of 3 January 2014.
	Total cost of Project: £2.071m
	NIC funding requested: £1.864m 
	If yes please specifyCross Sector Projects only Requested funding from Electricity NIC NIA or second tier LCN Fund: N/A
	The Licensee must provide a narrative which explains the Problems which the Project is seeking to addressRow1: Requirements for the content and other characteristics of gas transported within UK networks are prescribed within Regulation 8 of GS(M)R and Part 1 of Schedule 3 of the Regulations. GS(M)R also requires appropriate tests to be carried out to demonstrate that the gas being transported meets these requirements and that records of such tests are kept.In the UK, the specified content or characteristics include limits of hydrogen sulphide, total sulphur, hydrogen, oxygen, solid or liquid impurities as well as characteristics such as hydrocarbon and water dewpoint, soot index, Wobbe index (WI) and incomplete combustion factor. Commercial arrangements exist and are set out in the Uniform Network Code to ensure gas entering our networks is compliant. This simplifies gas control, demand forecasting and ultimately billing, but restricts network entry from alternative sources to certain areas where additional gas processing is needed in order to satisfy national regulations. The current requirements differ from those employed elsewhere in the European Community and internationally. Thus, GS(M)R poses difficulties for the wider industry with regard to the increased importance of imported natural gas, unconventional gas and LNG within the UK. The UK and Scottish Government, gas industry and gas industry regulators are all keen to promote and encourage alternative, competitive, and sustainable sources of gas for UK security of supply. Historically, gas appliance concerns have been the most significant barrier to widening the limits within GS(M)R, specifically in relation to impact of the Wobbe Index (WI) and Incomplete Combustion Factor (ICF). Previous studies concluded that due to the integrated nature of the UK distribution network, there wasn't a suitable network section within which to demonstrate the effects of the increased limits.  
	The Licensee should describe the Methods which are being demonstrated or developed The Licensee must outline how the Methods could solve the Problem The type of Method should be identified where possible eg technical commercial etcRow1: We have a unique opportunity afforded to us by the discrete networks known as the SIUs to demonstrate that gas outside the current GS(M)R can be safely and efficiently distributed. We will project manage in accordance with recognised techniques. A series of stages (project gates) will form the basis for payment triggers. Each gate will focus on specific elements, with the opportunity to review and reassess before proceeding to the next. These will be as follows:Stage 1: 1.1 Carry out review of, and apply learning from, previous gas quality interchangeability studies; 1.2 Identify limits for gas testing; 1.3 Establish supply chain and shipping arrangements for LNG within proposed gas limits; 1.4 Carry out detailed
	Methods continuedRow1: appliance population surveys, engaging all customers and local stakeholders, Agreement of Trial protocols with Ofgem, HSE, DECC and other stakeholders including customers. Stage 2: 2.1 Carry out a quantified risk assessment; 2.2 Stakeholder engagement; 2.3 Develop and manage programme of testing of all affected appliances; 2.4 Procurement, and installation of appliances for replacement of any not fit for field trial.Stage 3: 3.1 Construction of required infrastructure; 3.2 Implement field trial under new supply arrangements for the period of one year; 3.3 Capture network management understanding in terms of pressure, flow and demand profiles; 3.4 Compile comprehensive report assessing the technical and commercial viability, detailing potential cost benefit.  
	The Licensee must provide a commentary on the accuracy of its funding estimate If the Project has phases the Licensee should identify the approximate cost of each phase IGTs should indicate potential bid costs expensesRow1: For each stage (project gate), the estimated funding required will be as follows:1 - £214,000, 2 - £892,000, 3 - £964,000Total = £2,071,000 The above figures are not confirmed at this time and will be dependent on the unknown cost for household appliance replacement, which has been conservatively estimated. This element will be subject to a competitive tender, and potential funding from energy efficiency grants. Prices from project participants will be fixed under contractual arrangements in the final submission.The bid preparation cost is estimated to be £30,000, and will involve the following outlays; legal and insurance costs, bid preparation resourcing internal and external, and travel.
	The Licensee must demonstrate that the Solution has the potential to accelerate the development of the low carbon energy sector in GB andor deliver wider environmental benefits to GB customers The Licensee must demonstrate the potential to deliver net financial benefits to existing andor future customersRow1: Between 2003 and 2005 a study was carried out by Advantica on behalf of the DTI to look into the potential to change the GS(M)R Wobbe specification. The study acknowledged that the GS(M)R spec was narrow in comparison with both European and international standards, however, would likely require a significant programme of appliance testing, believed at that time to be on the scale of conversion in the 1960s and 70s. It was passed for further work to 'harmonise' gas quality across Europe, and this work continues today under EU Mandates. Due to the discrete networks known as the SIUs, we believe we are uniquely placed to demonstrate that gas can be distributed safely and efficiently, within the European Association for the Streamlining of Energy Exchange-gas (EASEE Gas) specification, that is outside of the characteristics of gas specified within the GS(M)R.Examples of potential benefits are:The potential to reduce or remove significant costs associated with gas processing, specifically ballasting. Liquefied nitrogen is a manufactured gas that requires liquefaction and transportation in its own right. Up to 3% N2 is required to be added to certain sources of gas to ensure compliance with the GS(M)R. If the EASEE gas specification is deemed valid this would potentially remove this costly requirement.An increase in energy delivery capacity. The energy delivery capacity of a given network under specific conditions is directly proportional to the WI of the gas being conveyed. Increasing the WI from 51 to 54 for instance, will increase the energy delivery capacity of a network by 5.88%. In principle, this additional capacity of the network could be used to defer reinforcement or reduce network pressures, thereby reducing leakage. This reduction in leakage would significantly reduce the greenhouse gas emissions associated with this part of the network.  
	The Licensee must demonstrate that the Methods being trialled can derive benefits and resulting learning that can be attributed to or are applicable to the gas transportation systemRow1: Increasing competition in the gas market is key to reducing gas consumer's costs in the UK and EU. If successful the project will demonstrate gas compliant with the EASEE Gas specification, but outside the GS(M)R limits, can be safely and efficiently transported within UK distribution networks. We are uniquely placed to facilitate this trial (with our distinct Scottish Independent Undertakings) which is designed to be scalable and reflective of the UK gas distribution network. Never before has a project of this nature and scale been carried out in the UK, with this number of customers, for this duration. It may support a revision of GS(M)R to accommodate future competition in the UK networks. The project will support increased network entry point competition by avoiding significant costs associated with gas processing, specifically ballasting. This should be reflected in the customer's gas bills through reduced transportation costs.The field of gas quality in the UK is highly specialised. Project participants have been selected for their unique experience and competence in this area. Each of those identified has contributed to the development of the project requirements and proposal. The prices submitted by the project participants have been benchmarked against previous work and based on projected daily rates. 
	The Licensee must explain the learning which it expects the Methods it is trialling to deliver The Licensee must demonstrate that it has a robust methodology in place to capture the learning from the TrialsRow1: Our project will demonstrate an existing gas distribution network can operate within wider limits of gas composition, in the short term this may open opportunities for potential new suppliers, or isolation of sections of networks to meet new sources. In the longer term, this will support future decisions regarding the amendment of gas composition within the GS(M)R.A comprehensive report on the demonstration will be published in full and shared among all licensees. 
	If the Licensee wishes to deviate from the default requirement for IPR then it must demonstrate how the learning will be disseminated to other Licensees and how value for money will be ensured The Licensee must also outline the proposed alternative arrangements and justify why the arrangements are more suitable than the default arrangementsRow1: 
	Demonstrate why the Licensee has not previously used this Solution including where the Solution involves commercial arrangements and why NIC funding is required to undertake it This must include why the Licensee would not run the trial as part of its normal course of business and why the Solution is not ResearchRow1: Our project will be a UK first and build on the learning from previous European projects seeking to harmonise gas quality within Europe. Due to the specialised nature of the field of gas quality and the complexity surrounding stakeholder engagement on this scale, it is not a business as usual project. 
	The Licensee must provide evidence of how Project Partners have been identified and selected including details of the process that has been followed and the rationale for selecting participants and ideas for the Project The Licensee should provide details of any Project Partners who will be actively involved in the Project and are prepared to devote time resources andor funding to the Project If the Licensee has not identified any specific Project Partners it should provide details of the type of Project Partners it wishes to attract to the ProjectRow1: The project participants are as follows; Our two gas network areas: Scotland Gas Networks and Southern Gas NetworksKIWA Gastec  - KG is a notified body under the Gas Appliance Directive and has extensive experience working on European wide projects with interchangeability of gas.Dave Lander Consulting Ltd  - Dave Lander is a recognised UK expert in the field of Gas Quality and represents all UK gas distribution networks in Gas Quality in Europe.GL Noble Denton - GL was the lead technical partner in the BERR (UK Government) study undertaking detailed studies on the emissions from domestic appliances as a function of the supplied gas quality, as well as cost benefit studies on the blending and ballasting of gases in the UK gas grid. GL has also recently been a partner involved in the EU GasQual studies, supporting a wider gas quality study aimed at removing barriers to cross-border trading of gas.Further to a period of comprehensive stakeholder engagement we have set out an innovation strategy to do a number of things: · Improve the way in which we work to be more efficient, more customer focussed, less disruptive whilst carrying out roadworks and reduce our carbon footprint· Support entry into the network from renewable sources of gas and support the low carbon economy· Open up competition in gas distribution through provision of alternative entry points To support our innovation strategy, we adopt both a proactive and reactive approach to idea generation. We run a suggestions scheme, called Ignite (Ignitescheme@sgn.co.uk), for our staff, our project partners, suppliers and anyone else who wishes to make a suggestion, offer a new product or share an idea. We are also proactive in seeking new innovations and project partners, through our industrywatch; our external memberships with greater access to SMEs; and most successfully through challenging our ever increasing array of project partners to come up with solutions to our industry issues. We continually prioritise the ideas and develop projects for both the NIA and NIC based on their scale, feasibility, potential to add value to the UK gas consumer and support our outputs under RIIO GD1. The project proposals are subject to a challenge and review at our Innovation Board, which reports to our Executive. Having followed this process, we believe the Opening up the Gas Market project to be of significant scale and potential to be considered under the NIC. 
	The Licensee should outline if it considers that the Project will require any derogations exemptions or changes to the regulatory arrangementsRow1: It is anticipated that field testing will require operation of gas appliances with gases that are not compliant with the requirements of Schedule 3 of the GS(M)R. In order to do so, we as gas transporter will require an exemption from these requirements. Dave Lander will lead discussions with key stakeholders in DECC and the HSE and provide the technical information to support the application for exemption.The project will also require a UNC modification to change current entry and exit arrangements for the specific SIU.The project may also require a non-standard arrangement regarding the shipping arrangements and nomination of gas quantities. The expectation is that this process will be cost neutral for the trial other than logistics, however, this will be agreed during the bid preparation process. 
	The Licensee should outline any planned interaction with customers or customers premises as part of the Project and any other direct customer impact such as amended contractual or charging arrangements or supply interruptionsRow1: The project will impact on all customers within the chosen undertaking. A comprehensive period of stakeholder engagement will be carried out, with local authorities, schools, businesses and community groups. Key incentives for all affected customers will include a free appliance safety check, free replacement of unsuitable appliances with a similar product and a full energy efficiency audit. This will support the energy efficiency aspect of the carbon plan which aims to significantly reduce the energy demand of the housing stock. If this energy efficiency is implemented, this would also significantly assist our operations by reducing the tonnage of gas which needs to be transported to the SIUs and would also reduce consumer bills.
	Any further details the Licensee feels would add to the submissionRow1: Work on the interchangeability of natural gases has been carried out in a number of countries over a number of years and this task will provide a review of such work. Past and current work includes:a) original work carried out by Dutton that led to the limits currently contained in Schedule 3 of the GS(M)R;b) work carried out in the US that led to the 2006 FERC Policy Statement on Natural Gas Quality and Interchangeability;c) the  UK Government's three-phase exercise on future gas quality carried out between 2003 and 2007;d) work carried out by the appliance testing consortium GASQUAL for CEN as part of the EC mandate M/400 to produce a harmonised European standard on natural gas quality; ande) the current Gas Quality Harmonisation Implementation Pilot Project sponsored by Marcogaz and EASEE-Gas. 
	Contact nameRow1: Angus McIntosh
	Contact AddressRow1: Scotia Gas Networks, Axis House, 5 Lonehead Drive, Newbridge EH28 8TG 
	EmailRow1: angus.mcintosh@sgn.co.uk
	Direct telephone lineRow1: 07966105362, 01314691823
	Job titleRow1: Innovation and New Technology Manager
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