Network Code Development

Draft Modification Report
Amendment of Network Entry Provisions at ConocoPhillips sub terminal at Theddlethorpe
Modification Reference Number 0681
Version 1.0

This Draft Modification Report is made pursuant to Rule 7.3 of the Modification Rules and follows
the format required under Rule 8.9.3.
1.  The Modification Proposal

It is proposed that some of the Gas Entry Conditions, which form part of the Network Entry
Provisions, for Theddlethorpe System Entry Point be amended in accordance with the following:

Proposed changes as requested by ConocoPhillips to enable increased gas supplies at the
Theddlethorpe System Entry Point.

Gas Quality Current Current Proposed
Characteristic Specification Specification Specification
As Stated Metric Equivalent

Wobbe No : -
Upper Limit 1,351 Btu/ft? 51.3 MJ/m?3 51.41 MJ/m3
Lower Limit 1,272 Btu/fts 48.3 MJ/m3 47.36 MJ/m3
Calorific Valuel
Upper Limit 1,115 Btu/fts 42.3 MJ/m3 42.3 MJ/m3
Lower Limit 973 Btu/ftd 36.9 MJ/m?3 37.3 MJ/m?3

1 For the metric conditions the gas is dry whilst for the imperial conditions the gas is saturated.

2. Proposed changes to update the gas quality specification to take into account specific
requirements within GS(M)R not currently specified at Theddlethorpe:

Gas Quality Current Current Proposed
Characteristic Specification Specification Specification
As Stated Metric Equivalent
Hydrogen - - <=0.1 % (molar)
Soot Index - - <=0.6
Incomplete Combustion - - <=0.48
Factor

3. Proposed changes to update the gas quality specification to convert the specification to
standard conditions:
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Gas Quality Current Current Proposed
Characteristic Specification Specification Specification
As Stated Metric Equivalent
Water Dewpoint <15°F <-10°C <-10°C
@ 1,000 Ibf/in2 @ 69 barg @ 69 barg
Hydrocarbon Dewpoint <29°Fupto <-2°Cupto <-2°Cupto
1,087 Ibf/in2 75 barg 75 Barg
Gas Temperature —
Lower Limit 33 °F 1°C 1°C
Upper Limit 100 °F 38 °C 38 °C

If this Modification Proposal were approved then the revised Gas Quality Specification would
be intended to be incorporated within a Network Entry Agreement at the ConocoPhillips sub
terminal.

2. Transco’s Opinion

Transco considers that the proposed reduction of the lower Wobbe Number limit at the
ConocoPhillips sub terminal at Theddlethorpe would allow additional gas supplies to be delivered
into the National Transmission System. ConocoPhillips have indicated that this could be in the
order of an additional 9,900 mcm of gas. This will enable increased UK production where such
production is competitive in the market.

New UK developments through Theddlethorpe would also utilise existing onshore and offshore
assets and as such these new developments could be brought onstream quickly (in typically 1-2
years) enhancing the UK's longer-term security of supply. Theddlethorpe has considerable surplus
entry capacity available and even with these extra flows, it is considered that there would be no
immediate requirement to invest in the NTS to support these additional supplies.

3.  Extent to which the proposed modification would better facilitate the relevant objectives

The Proposal would effectively strengthen the medium-term security of supply situation by creating
the commercial environment required for the development of proven UKCS reserves. In enabling
the economic and efficient delivery of new gas supplies at Theddlethorpe, implementation of the
Proposal would be expected to facilitate the achievement of securing effective competition between
relevant Shippers and Suppliers.

4.  The implications for Transco of implementing the Modification Proposal , including
a) implications for the operation of the System:

Reducing the lower limit for the Wobbe No may facilitate a different pattern of gas delivery
into the System. The delivery of lower CV gas may change CV Shrinkage levels. However,
any adverse impact would be largely mitigated by the physical nature of the NTS in this area as
gas from Theddlethorpe is mixed with other supplies prior to any offtake into an LDZ.
Nonetheless, Transco is incentivised to manage CV Shrinkage through the SO Incentive
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arrangements. Consequently, the potential impact is not believed to be significant, particularly
when set against the requirements to facilitate additional gas supplies into the UK.

b) development and capital cost and operating cost implications:

Transco has not identified any development or capital costs which would arise from
implementation of this Proposal.

c) extent to which it is appropriate for Transco to recover the costs, and proposal for the
most appropriate way for Transco to recover the costs:

Not applicable.

d) analysis of the consequences (if any) this proposal would have on price regulation:

Transco is unaware of any such consequences.

The consequence of implementing the Modification Proposal on the level of contractual
risk to Transco under the Network Code as modified by the Modification Proposal

Implementation of this Proposal would enable a Network Entry Agreement (NEA) to be
entered into with the Delivery Facility Operator (DFO). This NEA would meet the
requirements of Section | of the Network Code and establish a direct contractual relationship
between Transco and the DFO.

The development implications and other implications for computer systems of Transco
and related computer systems of Users

Implementation of this Modification Proposal would not have any development or other
implications for computer systems.

The implications of implementing the Modification Proposal for Users

The reduction in the lower Wobbe No limit could lead to lower CV gas being delivered from the
Theddlethorpe terminal, which could impact CV Shrinkage levels. CV Shrinkage costs are part
of the SO Incentive arrangements and therefore any change in costs would be shared with
relevant Shippers. However, any such increase is expected to be small. Implementation of the
Proposal would permit additional gas to have access to the market affording Users with greater
options in respect of how they might source gas to satisfy their balancing requirements.

The implications of implementing the Modification Proposal for Terminal
Operators,Consumers, Connected System Operators, Suppliers, producers and, any
Non-Network Code Party

The reduction in the lower Wobbe No limit would allow the DFO at the sub terminal greater
scope to process greater quantities of offshore reserves and to extend the life of the Terminal.
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Producers would also be able to economically develop new gas fields with lower Wobbe
Numbers compared to that currently contractually permitted.

9.  Consequences on the legislative and regulatory obligations and contractual
relationships of Transco and each User and Non-Network Code Party of implementing
the Modification Proposal

Transco is not aware of any consequences

10. Analysis of any advantages or disadvantages of implementation of the Modification
Proposal

Advantages:
Additional gas supplies from the UKCS could be readily developed and brought ashore without
capital investment being required to develop Transco’s System; and

Increased security of supply arising from increased gas availability at the Theddlethorpe entry
point from 2004.

Disadvantages
Potential change in gas inputs may change CV Shrinkage levels.

11. Summary of the Representations (to the extent that the import of those representations
are not reflected elsewhere in the Modification Report)

Representations are now sought to this Modification Proposal.

12. The extent to which the implementation is required to enable Transco to facilitate
compliance with safety or other legislation

Transco is not aware of any such requirement.

13. The extent to which the implementation is required having regard to any proposed
change in the methodology established under Standard Condition 4(5) or the statement
furnished by Transco under Standard Condition 4(1) of the Licence

Transco is not aware of any such requirement.

14. Programme of works required as a consequence of implementing the
ModificationProposal

Transco would wish to execute a Network Entry Agreement with ConocoPhillips acting in its
role as DFO at Theddlethorpe as a means to contractually agree the revised gas quality

specification. Upon completion of the NEA, ConocoPhillips would be able to use the new
specification.
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15. Proposed implementation timetable (including timetable for any necessary information
systems changes)

Transco proposes implementation of this Modification Proposal immediately following
direction.

16. Recommendation concerning the implementation of the Modification Proposal

Transco recommends implementation of this Proposal.

17. Text

Revised Network Code legal text is not required as implementation would be achieved via
completion of the NEA.

Representations are now sought in respect of this Draft Report and prior to Transco
finalising the Report
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Signed for and on behalf of Transco.

Signature:

Mike Calviou

Commercial Frameworks Manager
NT &T

Date:
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