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Workshop Agenda

10:30 - 10:40 Workshop Kick Off

10:40 — 10:45 Product Classes
10:45-11:15 The AUGE and the UIG Weighting Factors
11:15-11:30 AUDIENCE QUESTIONS
11:30-12:30 Class 3 Forecasts and Impacts
12:30-13:00 AUDIENCE QUESTIONS

13:00 - 13:30 Lunch in the business lounge

13:30 — 14:30 Mitigation Option

14:30 - Close Audience Debate and Agree Next Steps
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Changes to UIG Weighting
Factors for 19/20 gas year.

Significant commercial
benefit of a shipper holding
a site in Class 3 compared
to Class 4.

Why are we here today?

i

- .

Our latest customer insight
suggests a vast movement of
sites into Class 3 over the
coming months.

As we communicated at last
months DSC Change Management
and UNC MOD Panel committees,
our system is suddenly
presented with the real risk of
not being able to handle such
inbound meter read volumes
without significant financial
investment.

We do not believe that
investing significantly in our
systems today is value for
money for our customers.

We have conducted a thorough
mitigation options assessment
and we believe to have
identified a medium term
solution option that we
believe will benefit all
industry participants.

(@

Time is not on our side. We feel we
must act immediately as a collective
group to safeguard our system
estate.

Our primary focus is that of
maintaining a service provision as
the CDSP.

This workshop aims to secure
support for this mitigating option
and in turn the sponsorship of a
corresponding urgent UNC
modification that we propose is
submitted to the July UNC Mod
Panel.



An Introduction to Product Classes
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The Allocation of Unidentified Gas Expert

The Allocation of Unidentified Gas Expert (AUGE)
calculates the weighting factors that share UIG to
different market sectors during Nomination, Allocation
and Reconciliation processes.

The post-Nexus AUGE role was created by MOD 0473

Xoserve appointed the company DNV GL as the AUGE
following a regulated procurement process.

A panel of industry stakeholder reps participated in the
selection process including shortlisting tenders and
selecting a preferred bidder.

All relevant information relating to the AUGE can be found
here.

<«

C @ Notsecure | gasgovernance.co.uk/augenex/1920

Joint Office

of Gas Transporters

Events Modifications & Workgroups ~ Committees & Forums ~  Network Code ~  Industry Information ~  AboutUs ~ Help ~ CACoP

AUG Statement 2019/20
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AUG Year Review 2019 (28 May 2019)

AUG Table for 2019/20 (Word format) (08 May 2019)

AUG Table for 2019/20 (PDF) (08 May 2019)

Theft vs Unidentified Gas V3 (02 May 2019)

Final Allocation of Unidentified Gas Statement for 2019/20 (29 March 2019)

06 March 2019 Modified AUGS for 2019_20

search

Newsletter
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What's New

Distribution Networks

Information

o AUG Information (Post-
20522 KB Nexus) »
= AUG Statement 2020/21
= AUG Statement 2019/20

19.87 KB
= AUG Statement 2018/19
= AUG Statement 2017/18
13043 KB o AUG Information (Pre-
Nexus)
o Transportation Charges
358.99 KB o Theft of Gas Reports
o GSRReports
2.96 MB o Measurement Error Reports

o Metering Validation Reports

o Ofgem Review Group on

2.07 MB Energy Market Issues for
Biomethane Projects

& DN Intarmintinn


http://gasgovernance.co.uk/0473
http://gasgovernance.co.uk/augenex

The UIG Weighting Factors

UIG is shared out in each LDZ based on
Weighted Daily Throughput

Relative levels of the individual factors
determine the sharing. Same Weighting
Factors in all LDZs.

Welighting factors are multipliers and do
not need to add up to any particular value.

Factors share out UIG — they don't
determine the level of UIG.



Weighting Factors Worked Example

etc

Class

A B C

Measurements/
Allocations by Shipper
for a Gas Day
(LDZ XX)

Notes:

03

0.8

0.5
Apply

Weighting
Factors

etc

N

Total UG will be

1 shared out to
Shippers in these
A B C RN,
Weighted Allocations proportions in the
by Shipper LDZ

UG by Shipper

(shared in proportion to total
Weighted Allocations)

*  Weighting factors are multipliers and do not need to add up to any fixed value
« Above diagrams are for illustration only and not accurate or to scale




UIG Factor Relative Weights Over Time
2017-18 =——— 2018-19 wesssssss———) 2019-20

EUC Band Class 1 Class 2 Class 3 Class4 EUCBand Class1 Class?2 Class3 Class4 EUCBand Class 1 Class 2 Class 3 Class 4
407 2423 163.68
4.07 15.33 110.79
4.07 10.2 17.92
3.89 7.71 1251

3.5 6.75 7.87
2.86 6.2 431
1.96 4.93 2.14
0.78 1.82 17
0.2 0.2 0.2

32.41
4.38 334
0.17 0.17 0.17

2187 2219 18.53
0.18 0.18 0.18
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The 2019-20 step change appears to be the tipping
point and triggered Shippers to plan significant

migration into Class 3




Why the Step Change? Theft Assessment

 The AUGE assesses the theft risk for each part of

the market and assign relative UIG weighting
factors.

* In general, the smaller the site and the less often it
IS read, the higher the theft risk.

* A new source of data and a change to the method
have changed the weightings this year.
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Changes to Theft Assessment Data and Method

* Previous AUGE Analysis used theft data from
Xoserve.

* This year the AUGE used theft data from the Theft
Risk Assessment Service (TRAS) too. The theft
assessment methodology also changed.

* These datasets have differences...
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Xoserve and TRAS Theft Data Differences

more thefts but less 4‘ .
energy per theft nn n n

h I
Incomplete match of ...and 25% matching
MPRNSs between data MPRNs have different
sources... consumptions recorded &
2
=

Xoserve is participating in a cross-industry review group to rationalise reported theft data

Xoserve recorded
fewer thefts but more
energy per theft...

...TRAS recorded .
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New Theft Method

* AUGE Take recorded thefts and adjust them using
TRAS data to remove the impacts of different
Shipper’s theft strategies to calculate a view of
unbiased, actual theft levels

* This replaced a series of assumptions around theft
levels used In previous years

« This unbiased theft assessment is the key driver for
the factor change.



Meter Type Unbiased Theft Risk

OthTef Meter Smart / AMR The Majority of Unbiased Theft is
{5;3 'V';;;Oer from Non-Smart Pre-Payment

Meters (PPM)

Most PPM are in EUC1 & Class 4

Concern from a Shipper
that a lot of PPM theft is

financial and the energy is
Non-Smart still recorded, so there is
Pre-Payment reduced UIG impact.

78%

Recorded losses for PPM
in TRAS are consistent
with other meter types.

Source: Final 2019-20 Allocation of Unidentified Gas Statement, Pages 99-100
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AUGE Factor Weighting

Explained: Shipperless & Unregistered

Explained: Meter Errors

Explained: Reconciliation

Explained: Directly Measured

Explained: Volume Conversion

Y ¥V Y VY Y Y

Permanent UIG
A

96%

Unexplained: Balancing Factor
Assumed to be mostly Undetected Theft

\-

Note: Example only, not comprehensive or to scale
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Theft Assessment to 2019-20 Factors

Class 4 EUC
02 and 03
2%

Class 4 EUC 01
98%

\ EUC Band Class 1 Class 2 Cl¢
Pie chart shows 2 407 2427 16368

proportions of 407 1533 [110.78
unbiased thefts in 4.07 102 e
EUCs and Product .. DN
Classes, and how this

effects the 2019-20
weighting factors

2.86 6.2 4.31
1.96 4.93 2.14
0.78 1.82 1.7
0.2 0.2 0.2
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AUGE Process Annual Cycle

Class 3 Migration

January Started Here

AUGE Workgroup

February
AUGE Prepare
Modified AUGS

and Table

Review and
Comment First Draft

April

Statement (AUGS) Final UIG
Factor Table
\ / | e Published
" RUGE Analyse XOSeive { AUGE Prepare | o
nalyse : I repare Approved at
historic Data and [ S prOXILﬁlgélata —> | Revised AUGS UNCC
prepare proposed to : e : and Table if :
table of factors required 1 Required

| S - e ol

October
New Factors
Go Live

\YE\YATOINITILY

Conduct AUG Year
Review




AUDIENCE QUESTIONS
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Market Forecasting

Xoserve formally survey our customers twice a year
for a view of their planned Class 2 and 3 migration.

We had no indication of significant planned
migrations from customers until May 2019.

Xoserve UK Link Roadmap is to migrate ISU to SAP
HANA, enabling us to process market level daily
reads by end of 2021.

The sudden and unpredictable move to Class 3
poses a short term capacity risk to industry systems.



Class 3 Forecast — February 2019 3

Class 3 Population Forecast - February 2019 - April 2020
Before Factor Publicaton
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Class 3 Forecast — July 2019 3

Class 3 Population Forecast - February 2019 - April 2020
After Factor Publicaton
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Potential Industry System Impacts

L-®-G@-®-@-

IX File
Transfers

Can the IX
network and
each
Shipper’s
terminal
handle the
projected

traffic
volumes

Class Change
Movements

Can the UK
Link system
process the
desired class
change
volume
without
impacting
switching

Inbound Meter
Read Volumes

Can the UK
Link System
process the
peak daily
Class 3 read
load — over
120m reads
against
design spec
of 32m

AQ Calculation

More Class 3
sites could
mean more

AQ
calculations
every month.
Currently ~9m

a month.

Reconciliation
Calculation

A Class 3 site
creates 30x
more
variances
than a Class 4
site...

Amendment Invoice
Supporting Information

... which
means 30x
increasein

AML records
for that site.
Potentially
120m+ new
records each
month.




Projected Class 3 Read Volumes X

Class 3 Meter Read Volume Forecast - February 2019 - April
2020: Before UIG Factor Publicaton
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Projected Class 3 Read Volumes 3

Class 3 Meter Read Volume Forecast - February 2019 - April
2020: After UIG Factor Publicaton
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System Capacity S

« UK Link System Design Capacity specifies
— 4m meter Reads on an Average Day
— 32m on an Exceptional Peak day (UK Link Manual).
« The Exceptional peak figure is the number of reads the

system has been architected to process given
enough resource

« The 4m figure Is the average daily number the system
can process at maximum while running all other
processes

« We need notice to scale the system in line with the UK
Link Manual IS Service Capacity Plan Process



System Capacity S

 The peak daily reads seen to date on one day is 1.7m
« The average is around 450k

« Given our plan to migrate UK Link to SAP HANA, which
removes some of these capacity maximum
considerations, we don't think it's an effective use of our

customer’s money to massively scale the current UK
Link system



____________________________________________________________________________________________________________________________________
Industry Impacts

e From 1st October 2019, a Class 3 site will attract
1/7% the UIG compared to Class 4

« The NDM Uplift Factors have seen largely negative
UIG in Gas Year 2018-19 which has incentivised
remaining in Class 4 for smaller sites.

* The removal of the uplift factors and the new AUG
weighting factors have changed the equation.
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Weighting Factors — Current Example

Class 3 AQ as of June 2019
annual average UIG of 3.18%

AQ: 11,000 kWh AQ: 11,000 kWh

EUC Band 01 EUC Band 01

Class 3 Class 4

Weight Factor: 46.41 Weight Factor: 94.64
UIG: 234 kWh (2.13%) UIG: 477 kWh (4.34%)

UIG Cost at SAP: £4.18 UIG Cost at SAP: £8.53

All Energy and Financial values are simulated based on AQ and are annual figures, Average SAP used is 1.788p / kWh
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Weighting Factors — October ‘19 Example

simulation of 2019-20 factors Class 3 AQ as of June
2019 annual average UIG of 3.18%

AQ: 11,000 kWh AQ: 11,000 kWh

EUC Band 01 EUC Band 01

Class 3 Class 4

Weight Factor: 24.23 Weight Factor: 161.68
UIG: 84 kWh (0.76%) UIG: 567 kWh (5.16%)
UIG Cost at SAP: £1.50 UIG Cost at SAP: £10.15

All Energy and Financial values are simulated based on AQ and are annual figures, Average SAP used is 1.788p / kWh
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Weighting Factors — Projected Example

simulates the effect of 33% of Class 4 AQ moving to Class 3
annual average UIG of 3.18%

AQ: 11,000 kWh AQ: 11,000 kWh
EUC Band 01 EUC Band 01
Class 3 Class 4

Weight Factor: 24.23 Weight Factor: 161.68
UIG: 116 kWh (1.06%) UIG: 785 kWh (7.14%)
UIG Cost at SAP: £2.08 UIG Cost at SAP: £14.04

All Energy and Financial values are simulated based on AQ and are annual figures, Average SAP used is 1.788p / kWh




The UIG Tipping Point 3

Simulated UIG % by Class

100%

90%

80%

70%

60% Class 3 only picks up the
o majority of UIG when c. 87%
30 50% of AQ moves across from
> 40% Class 4. UIG share move from

C4 to C3is exponential.
30%
20%

10%

0%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Percentage of Current Class 4 AQ Mowved to Class 3

Class 3 Class 4
e



Class 3 Read Performance ?

Overall no Class meets the UNC read performance
obligation. Class 3 read performance falls far short.

94.5% 63% 63% 551k

Class 1 Read Class 2 Read Class 3 Read

Performance Obligation Performance Obligation Performance Obligation !
is 97.5% is 97.5% is 90% Nexus Go-Live

sites unread since

86% : 0
Class 4 AQ > 293k 76% 92 /0 13/0 Of AQ
Monthly Read Class 4 Smart Monthly

Performe;gc;%gobllgatlon Read Performance is 1 read per site per year required standard

Class 4 Annual Read is not read to
Performance Obligation
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Market Level Impacts

 If all customers move all remotely read meters to Class
3 then most shippers will see a relatively small change in
their UIG share — on average, shippers would attract
13% more UIG compared to all sites remaining in
Class 4.

* Only shippers with significantly more remote read
equipment than average in EUCs 01 and 02 stand to
benefit in this scenario

« Shippers that have fewer than sites in EUCs 01 and 02
with dalily read capability would pick up the UIG balance.



AUDIENCE QUESTIONS
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LUNCH In the Business Lounge
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Key Principles considered in Mitigation Options

As part of the options considered for mitigation we have considered
lots of options

We had two key principles uppermost in our mind when considering
these options

« The UIG Weighting Factors have gone through due
process and are due to be effective from 15t October 2019.

» Shippers should not face disproportionate change to
resolve this problem. We have tried to limit Shipper
impacts, and in doing so shoulder the burden of change.




Back in 2015... R

 We ALL saw this coming.

« It was acknowledged by everyone in the Nexus
Workgroup that the Batch Submission rules did not
work at large volume take up of Class 3 Supply
Meters.

 We assumed that we would have a lead time of
steady incrementing C3 Supply Meters in which to
remedy this once it became a problem...

* We didn’t see the game changer of the UIG
Weighting Factors.
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Mitigation Options Assessment

S L 4
- -
& S

23 mitigation ideas
underwent an options
assessment

Variables

analysed

Customer Commercial Benefit — how well would the option deliver the commercial value
offered by the new Class 3 UIG weighting factors?

Customer Changes Required? — would we perceive the need for our customers to make
changes to their processes/systems to implement the option?

Cost to deliver? — how much of an investment would be required to introduce the option?

Timescales to deliver? — how quickly do we believe we could introduce the
option...particularly important given the rolling 12-monthly AUGE process for determination of
the UIG factors.

Level of risk reduction to UK Link processing of :

. IX file traffic

. Class Change Migration

. Inbound Meter Read processing

. Rolling AQ Calculation

. Class 3 Reconciliation

. Amendment Invoice and ASP/AML supporting information generation



Mitigation Options Assessment
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Mitigation Options Assessment

Rationale for .

ommercial Benefit Rationale
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Mitigation Proposal

An Urgent Modification is proposed
— This is multi facetted

— We are seeking views in this forum to develop our thinking and finalise
the modification

— Some of these proposals we are asking people to start to undertake in
advance of the modification going live

40
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Mitigation Components Overview

Class 3 Batch Submission rule amendment

Amendment of Class 3 Meter Reading Performance assessment at Supply Meter
Point level

CDSP can move non performant individual Supply Meter Points out of Class 3
Enforceable capacity management of Class change

Loading of Meter Readings into Staging table
— EUCs 2-9 — ALL C3 Readings get passed to UKL processes

— EUC 1 - Only certain Readings get passed to UKL processes

Staging table will be used to determine Meter Reading performance and NDM
Demand Estimation

Processing of Non Opening Replacement Readings will be suspended
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Medium Term Mitigation Overview

Xoserve select one

Xoserve hold 1 Read used as
Class 3 reads el e e [EUG 3 Read normal for
before load into AR A s Accepts downstream

) batch and load to
UK Link UK link processes

Read

Rejects
All reads

recorded for
performance
monitoring and

analysis Select a second read Read

REE AL

load Rei Reads in batch
@ 1o B for that MPRN



43

Medium Term Option Overview

All reads Performance Monitoring:
recorded for Has each meter Point failed the
performance [90%] assured read submission

monitoring and standard for 2 consecutive
analysis months?

All recorded
reads in batch
marked as “not

assured”

Did aread
from the batch
load to ISU?

MPRN Converted to
All recorded Class 4 and Shipper
reads in batch notified. Site cannot
marked as convert back to Class
“assured” 3 for 2 months
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Medium Term Mitigation Overview

1 Read used as Standard Response UK Link will
normal for Files Sent to Shipper calculate energy
downstream containing rejected variances between
processes and accepted reads Actual Readings

Actual Energy used

for AQ calculation

and Reconciliation
as currently

All reads Reporting
recorded for Available for

performance Assured and
monitoring and Not Assured
analysis reads




Mitigation Components Development

Class 3 Batch Submission rule amendment

= All Class 3 reads to be sent in a maximum of weekly batches and reads
must be no older than [8 calendar days]

+ Flattens profile of Reading Submissions so best utilises capacity of industry
infrastructure

+ Simple rule — avoids industry scheduling of submission

- Requires some Shippers to change Batch Submission processes (aligns to
some models of submission)

Mod development questions: None identified.
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Mitigation Components Development

Amendment of Class 3 Meter Reading Performance assessment at Supply
Meter Point level

CDSP can move non performant individual Supply Meter Points out of Class 3

Currently Reading Performance is assessed against Shipper portfolio, this
approach ensures that the UIG weighting factor is applied where Supply
Meter Point demonstrates capability

+ In line with AUG principles
+ Enables removal of non performant Supply Meter Points

Punitive against SMPs with short term equipment breakdown

Mod development questions:

Retention of existing performance level [90% readings obtained] applied at
SMP level?

Period of non performance prior to Class Change is [two] consecutive
months.

46
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Mitigation Components Development

« Enforceable capacity management of Class change
= Explicit capability for CDSP to reject Class Change capacity breach
» Detall for capacity allocation to be described in the UK Link Manual?

+ Protects UK Link against uncontrolled move to Class 3
- Risks capability for capable Supply Meter Points to access UIG Factors

- Potentially onerous process to determine and communicate capacity by
User

Mod development questions:
» Treatment of Confirmation and Reconfirmation Class Change
= Capacity allocation approach [request volume vs portfolio vs performance]

= Period of non performance prior to Class Change is [two] consecutive
months.



Mitigation Components Development

Loading of Meter Readings into Staging table
= EUCs 2-9 - ALL C3 Readings get passed to UKL processes

= EUC 1-0nly certain Readings get passed to UKL processes
» Initially proposed as Weekly load

Staging table will be used to determine Meter Reading performance and NDM Demand Estimation
+ Protects downstream UK Link processes against excessive volumes
+ Enables increase of EUC1 Readings to be loaded by CDSP one capacity available
+ Maintains principle of Class 3 for EUC 2-9
+ Could be used to prove candidate SMP performance before move to Class 3?
Does not maintain principle of Class 3 for EUC 1, whilst weekly Readings only loaded
System change for Shippers if response files counted in, only Readings pass to UKL get URS
- Visibility of Meter Readings utilised in UKL will need to be obtained from URS?
- Potentially complex build for possible non enduring solution option

Mod development questions:

= Validation only applied to readings passed to UKL, ‘assured’ Reading logic to determine
performance

= Proposed nil response to Staging Table Readings
= Only readings passed to UKL will be available to DES?

48



Mitigation Components Development

Processing of Non Opening Replacement Readings will be
suspended

» Re-reconciliation is enormously intensive processing, proposed to suspend
processing

+ Removes disproportionate processing burden on UKL
- Reduces Shipper flexibility

~ Meter Readings will be obtained from automated devices, therefore limited
requirement

Mod development questions: None identified.
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Short Term Mitigation: Smooth System Load

All Class 3 reads to be sent in a maximum of weekly
batches and reads must be no older than [8 calendar
days]

Shippers to agree Class 3 migration volumes in
advance with Xoserve Advocacy Team to de-risk
switching processes
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Projected Mitigation System Impacts

L-®-G@-®-@-

IX File
Transfers

IX traffic
peaks
reduced.
Could still see
bottlenecks

with larger
AML files

Class Change
Movements

Class Change
activity
managed in
line with
system load

Inbound Meter
Read Volumes

Meter Read
volumes
smoothed
and
controlled to
scale with
processing
capability

AQ Calculation

More Class 3
sites could
mean more

AQ
calculations
every month.

Currently ~9m

a month

Reconciliation
Calculation

Removing
Class 3 re-
recs reduces
risk to AMS
calculation
job
performance

Amendment Invoice
Supporting Information

30x increase
in AML
records for a
Class site
compared to
Class 4.
Potentially
120m+ new
records each
month




AUDIENCE QUESTIONS
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Next Steps 5

* Progress with the Urgent modification
* Planned to provide at short notice to July Panel

 Timescales of the modification to be defined



xOoserve



