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» Gas quality scenario development workstream

framework to apply to any processing facilities

workstream
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Economic regulation — workstream scope

P R

In scope
» Assess potential
regulatory frameworks to
apply to a gas processing

within current legislation

» Not considering changes

facility
» Test Assumptions — to current GB gas quality
develop potential specifications
alternatives UK framework is clear

» Further develop

___

Ofgem to work together with HSE and DTI on any options developed
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Objectives for today

» Consider advantages and disadvantages of three potential

regulatory frameworks
» Develop the detail surrounding these potential arrangements
» Consider any potential alternative solutions
riateness of option under evalu

> Assess a ation

9 November 2006



Background to regulatory frameworks

We have develoged three Rotential reﬁulatorx frameworks

1. Regulated 2. Hybrid 3. Unregulated

el T
" Many potential variations on scenarios presented

» Should assumptions of frameworks developed be challenged?
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Way Forward
Rl Sssessment of potential regulatory frameworks needed ||

e Industry commitment required to progress these issues as a priority

Gas quality Scenario Economic
development Regulation

Publication of

re?
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Discussion of Scenarios
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Regulated Approach

Jason Mann
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Regulated Approach

Features » Forms part of its regulated asset base

> Inclusion of CAPEX and OPEX revenue
allowances and costs of capital for facility

Cost
recovery?

Access to

facility?
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Questions for discussion

> Is this a feasible and appropriate framework?

» Which party bears the stranding risk?

» Appropriate investment signals provided?
» Incentive to minimise the level of overall costs?

> Re es?

uirements for anti-hoardin
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Summary questions

Questions for consideration Yes No
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Hybrid Approach

Raihana Braimah
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Hybrid Approach
"> Processing facility constructed by National Grid

TOANIISS ez EOIMS PAILOTIS Yegulated BSSELDASE
Cost over a specified duration
recovery? » This “user commitment” creates investment signals
Access to m

facility?  provide user commitment toNG
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Questions for discussion

> Is this a feasible and appropriate framework?

» Which party bears the stranding risk?

» Appropriate investment signals provided?
» Incentive to minimise the level of overall costs?

> Re es?

uirements for anti-hoardin
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Summary questions

Questions for consideration Yes No
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Unregulated Approach

Hannah Cook
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Unregulated Approach

Features » Market determines the most appropriate set of

Access to : S :
N available through non discriminatory allocation
facility?
! !ny regula!lon reqmre! !o suppor! a”oca!lon
Issues?
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Questions for discussion

> Is this a feasible and appropriate framework?

» Which party bears the stranding risk?

» Appropriate investment signals provided?
» Incentive to minimise the level of overall costs?

> Re es?

uirements for anti-hoardin
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Summary questions

Questions for consideration Yes No
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