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Dear Colleague,

NOTICE OF IMPLEMENTATION
MODIFICATION PROPOSAL No: 0723

"LNG Annual Storage Invitation terms into Network Code"

Please note that Modification Proposal No 0723 will be implemented with effect from
06:00 hours on 01/03/2005. The Final Modification Report, Version 1.0, was signed by
Ofgem on 28/02/2005.

The new Network Code text resulting from this Modification follows.

Modified Text:

Section Z

Insert the following as a new paragraph 2.6.5:-

2.6.5

Where a User tenders a single composite price, in accordance with paragraph

3.5.4, Transco LNG Storage shall calculate and notify the User of the ratio of the
bundled unit of Storage Capacity split between Storage Injectability, Storage Space
and Storage Deliverability and the Applicable Storage Capacity Charge Rates no
later than 28th April in the Preceding Storage Year.

Amend paragraphs 2.9.1 and 2.9.2 to read as follows:-

2.91

292

Transco LNG Storage may enter into arrangements ("Tanker Filling
Arrangements") pursuant to which Users-may that hold Storage Space-and-Sterage
Injectability Capacity and have gas-in-storage in a Transco LNG Storage Facility
and may withdraw gas from such facility as LNG loaded onto road tankers.

Under a Tanker Filling Arrangement, the requirement as to Storage Duration of
paragraph 2.3 will not apply in respect of the User's Storage Spaee—but—the—User

unless such Storaqe Capamtv was aIIocated to the User foIIowmq an _application

made in response to an Annual Storage Invitation.

Insert the following as new paragraphs 2.9.3 to 2.9.9:-

2.9.3

The provisions of this Section Z (other than paragraph 6) shall apply to Tanker

Transco plc

Filling Arrangements, provided that the terms applicable to the withdrawal of LNG
from the relevant Transco LNG Storage Facility into road tankers shall be set out in
an agreement (“Tanker Filling Agreement”) between Transco LNG Storage and the
User concerned.
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Until the User has entered into a Tanker Filling Agreement with Transco LNG

2.9.5

Storage, the User shall not be entitled to withdraw LNG from the relevant Transco
LNG Storage Facility into road tankers.

“Tanker Filling Slot” means an allotted amount of time on a day during which a

2.9.6

User may withdraw gas from an LNG storage facility and load such LNG onto a
single road tanker filling to its maximum statutory road capacity or part thereof. An
“Annual Tanker Filling Slot” is an entitlement, subject to paragraph 2.9.8, to use
one Tanker Filling Slot per day during the Storage Year.

Transco _may invite applications for Annual Tanker Filling Slots in the Annual

29.7

Storage Invitation. Where a User wishes to apply for an Annual Tanker Filling Slot,
it shall submit an application to Transco LNG Storage setting out:

(a) the identity of the User;

(b) the number of Annual Tanker Filling Slots applied for; and

such other information as the Annual Storage Invitation may require.

Where applications made for Annual Tanker Filling Slots exceed in aggregate the

2.9.8

number of Annual Tanker Filling Slots available at the Transco LNG Storage
Facility in question, then Transco LNG Storage allocate Annual Tanker Filling Slots
to each User in the proportion that the number of Annual Tanker Filling Slots
applied for by that User at the Transco LNG Storage Facility in question bear to the
total number of the number of Annual Tanker Filling Slots applied for by all Users at
the Transco LNG Storage Facility in question.

Tanker Filling Slots will not be available on days when the tanker filling equipment

2.9.9

is_undergoing maintenance, as such planned maintenance days are set out in the
Annual Storage Invitation. In addition to these planned maintenance days, Transco
LNG Storage shall be entitled to give notice of up to five additional maintenance
days within the Storage Year. Transco LNG Storage will give not less than two
weeks notice of any changes to any planned (or additional) maintenance days. For
each change to planned (or additional) maintenance days, where notification is not
given within this period, Users will be entitled to compensation equal to 1/365th of
the annual charge per allocated Tanker Filling Slot.

A User will pay:

(a) the prices set out in the Transco Licence for the supply of Tanker Filling
Arrangements prior to the Transco LNG Invitation Close Date for the
Storage Year in question; and / or

(b) the charges set out in the relevant Annual Storage Invitation for the supply
of Tanker Filling Arrangements in accordance with paragraph 3.1

Amend paragraph 3.1.3(d) to read as follows:-
(d) notused-the Permitted Deliverability Overrun Charge Rate;

Amend paragraph 3.5.1 to read as follows:-

3.5.1

This paragraph 3.5 applies where the Annual Storage Invitation in respect of a
Transco LNG Storage Facility was made under paragraph 3.1.2(b), and references
in this paragraph 3.5 to Storage Capacity are references to Storage Space,
Storage Injectability, Storage Deliverability or bethany combination of them, as
appropriate.

Amend paragraph 5.6.4 to read as follows:-

5.6.4

Transco plc

“...an amount calculated as:-
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{C 183} * (U-F)...
Amend paragraph 5.7.2 to read as follows:-
5.7.2 “...shall be determined as:-
{C H83)* (U-F)...
Amend paragraph 6.1.2(b) to read as follows:-

(b) subject to paragraph 7.2, gas at a rate in excess of its available withdrawal

Insert the following new paragraphs 6.2.9 and 6.2.10.:-

6.2.9 Transco LNG Storage will determine the operational Standby State for each
Transco LNG Storage Facility. Each Transco LNG Storage Facility will be held at
the shortest withdrawal lead time on a day where at 16:00 hours on the previous
Day, the conditions set out in the Annual Storage Invitation are satisfied.

6.2.10 Should Users require a particular facility to be brought to a shorter lead time that
the prevailing one then they will be charged at the relevant rate shown in the
Annual Storage Invitation unless, for the Day for which shorter lead time is
requested, at any time between 16:00 hours on the previous Day and the end of
the relevant Day, the conditions in 6.2.7 are satisfied, or the User withdraws gas
from the facility on the Day.

Amend paragraph 7.1.1 to read as follows:-

% S
(@)
(b) e,
(C) s
(d) in respect of a User's Storage Withdrawal Nomination, the implied
withdrawal rate exceeds the available withdrawal rate, and/or
(e) in respect of a User's Storage Injection Nomination, the implied injection

rate exceeds the available injection rate;
......................... in accordance with paragraph 7.1.2.
Insert the following as new paragraph 7.1.2(c)(iii).-

(iii) where the overrun is a Permitted Deliverability Overrun, the
Charge Rate as specified within the Annual Storage Invitation;

Amend paragraph 7.2 to read as follows:-
7.2 NotusedPermitted Deliverability Overruns

7.2.1 _Subject to paragraphs 7.2.2 to 7.2.8 below and the provisions paragraph 6, a User
will_be permitted to submit a Storage Withdrawal Nomination (or a Storage
Renomination in respect of such a Storage Withdrawal Nomination), pursuant to
which the implied withdrawal rate exceeds the User’s available withdrawal rate at
the relevant Transco LNG Storage Facility.

7.2.2 A “Maximum Permitted Deliverability Overrun Level” shall be defined as the lesser
of the aggregate of all Users' available withdrawal rates at that Transco LNG
Storage Facility; or a rate that can be offered due to maintenance, other works or of
which the Transco LNG Storage Facility is otherwise capable.
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The “User Permitted Deliverability Overrun” shall be calculated as the User’s

7.24

implied withdrawal rate minus the User's available withdrawal rate at the relevant
Transco LNG Storage Facility, except where the aggregate exceeds the Maximum
Permitted Deliverability Overrun Level, when 7.2.5 shall apply.

Where in_any hour a User has a nomination which entails a User Permitted

7.2.5

Deliverability Overrun, the User shall pay a charge for each kWh of the User
Permitted Deliverability Overrun (the “Permitted Deliverability Overrun Charge”) to
Transco LNG Storage.

Subject to the provisions of paragraph 6, where for any hour within the Gas Flow

7.2.6

Day, the Maximum Permitted Deliverability Overrun Level is exceeded, each User
Permitted Deliverability Overrun will be adjusted such that each of the following
conditions is satisfied:

(a) the aggregate implied withdrawal rate for all Users (pursuant to Storage
Withdrawal Nominations or Storage Renominations in respect of such
Storage Withdrawal Nominations) at that Transco LNG Storage Facility is
equal to the Maximum Permitted Deliverability Overrun Level; and

(b) a User Permitted Deliverability Overrun is not less than zero; and

(c) the revised Users’ Permitted Deliverability Overruns shall be in the same
proportion to the User's Available Storage Deliverability but not greater
than the User Permitted Deliverability Overrun before adjustment.

A User shall be notified of any modified Maximum Permitted Deliverability Overrun

1.2.7

Level, as stated in 7.2.5, not later than 30 minutes before the relevant hour begins.

A User may request that its Storage Nomination Quantity be curtailed so that the

7.2.8

User does not overrun beyond the User Permitted Deliverability Overrun.

Subject to paragraph 7.2.7, where a User submits a Storage Withdrawal

Nomination (or any Storage Renomination of such Storage Withdrawal
Nomination), which would result in a Storage Overrun Charge in accordance with
7.1.1 (d), Transco LNG Storage will use reasonable endeavours to adjust the
User's Storage Withdrawal Nomination (or any Storage Renomination of such
Storage Withdrawal Nomination) in order to allow the User to avoid such a charge.
A User shall be notified of any such adjustment, not later than 30 minutes before
the relevant hour begins.

Amend the heading of paragraph 9.1 to read as follows:-

9.1

Transeco-LNG-Storage-Credit AgreementGeneral

Amend paragraphs 9.1.1 and 9.1.2 to read as follows:-

9.11

Transco plc

assign to each User a Storage Credit Limit, and will keep each User informed of its
Storage Credit Limit (as revised in accordance with TLNGS Credit Rules) for the

time being.
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revised by Transco LNG Storage and issued to Users setting out (inter alia):

(a) the principles on which Transco LNG Storage will assess and from time to
time revise (in accordance with the TLNGS Credit Rules) its assessment of
the credit-worthiness of Users (and persons providing surety for Users)
and establish Storage Credit Limits;

(b) the basis on which a User may (with a view to increasing its Storage Credit
Limit) provide surety or security for Storage Indebtedness, or (with a view
to reducing its Storage Indebtedness) make prepayments to Transco LNG
Storage;

(c) procedures by which a User may discuss its Storage Credit Limit with
Transco LNG Storage.

Insert the following as new paragraphs 9.1.3 and 9.1.4.:-

9.1.3

The TLNGS Credit Rules do not form a part of the Code and (but without prejudice

9.14

to _the further provisions of this paragraph or to anything done pursuant to the
TLNGS Credit Rules) nothing in the Code shall make compliance with such rules
an obligation of Transco LNG Storage or Users.

Nothing in the Code or the TLNGS Credit Rules shall constitute any duty of care or

9.1.5

other obligation on the part of Transco LNG Storage (whether to or for the benefit
of the User in question or Users in general) in relation to the implementation of the
Storage Credit Rules or the provisions of this paragraph 9.

For the purposes of this paragraph 9:

Transco plc

(a) “Storage Credit Limit” is means an amount representing a User's
maximum permitted Storage Indebtedness;

(b) “Storage Indebtedness’ is
(i) the aggregate amount for which the User is at any time liable to

Transco LNG Storage pursuant to this Section Z, any Long Term
Storage Arrangement _and any Tanker Filling Arrangement
determined on the basis of amounts accrued and irrespective of
whether such amounts have been invoiced or (where invoiced)
have become due for payment; less

(ii) any amount which has been paid to Transco LNG Storage by the
User by way of prepayment, on the basis that Transco LNG
Storage may apply such amount without the User’s consent in or
towards payment of amounts referred to in paragraph (i), and
which has not yet been so applied; less

(iii) the amount of any invoices which are the subject of a bona fide
dispute by the User in accordance with the terms of this Section Z,
any Long Term Storage Arrangement and any Tanker Filling
Arrangement;
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Yours sincerely,

Julian Majdanski
Modification Panel Secretary
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