Joint Office of Gas Transporters

Uniform Network Code — Transportation Principal Document Section V

UNIFORM NETWORK CODE - TRANSPORTATION PRINCIPAL DOCUMENT

1.2

1.2.1

SECTION V - GENERAL

INTRODUCTION

Ancillary Agreement

An "Ancillary Agreement" is an agreement between the Transporter and one or more
Users setting out any terms of a transportation arrangement (as defined in Standard
Special Condition A3 of the Transporter's Licence) in relation to the relevant System(s):

(a) entered into pursuant to any provision of the Code which contemplates that
such an Agreement may be entered into; or

(b) which expressly provides that it is to be a "Network Code Ancillary
Agreement" for the purposes of this Section V.

Subject as provided in this Section V an Ancillary Agreement shall be treated as
forming, as between the Transporter and the User or Users party thereto, and as to its
subject matter, a part of the contractual relationship between the Transporter and such
User(s) existing pursuant to the Code and the relevant Shipper Framework Agreement.

In any Ancillary Agreement (unless it otherwise provides) terms defined in or for the
purposes of the Code and not otherwise defined in such Ancillary Agreement shall have
the meanings ascribed thereto in or for the purposes of the Code.

An Ancillary Agreement may be amended by agreement of the Transporter and the
User(s) party to that Agreement and not otherwise; and accordingly an Ancillary
Agreement shall not be subject to modification pursuant to the Modification Rules (but
without prejudice to any modification of any provisions of the Code which apply to or
are incorporated into such Agreement).

A breach by a User of a term of an Ancillary Agreement will not (unless the Ancillary
Agreement so provides) be a breach of the Code.

Any Ancillary Agreement applying in respect of a System Entry Point or Connected
System Exit Point shall provide (in such manner as the Transporter shall reasonably
determine) for any User who may (or intends to) deliver gas to or (as the case may be)
offtake gas from the Total System at that point to accede to such agreement; and the
Transporter may refuse to allow a User who has not acceded or agreed to accede to such
an Agreement to deliver or offtake gas or to hold System Capacity or to make a
Nomination at or in respect of the relevant System Point.

In this paragraph 1.1 references to Users exclude Trader Users and DNO Users.

Non-Code Transportation Arrangements
For the purposes of the Code:
(a) "Non-Code Transportation Arrangement" means a transportation

arrangement, which is for the time being in force, made between a Transporter
and a gas shipper on terms other than those of the Code, or in the context of a
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particular System Point, such a transportation arrangement relating to the
delivery or offtake of gas to or from the Total System at such point;

(b) "Non-Code Shipper" means a gas shipper who is party to a Non-Code
Transportation Arrangement.

Where a Transporter makes or has made a Non-Code Transportation Arrangement,
subject to paragraphs 1.2.3 and 1.2.4(a):

(a) for the purposes of giving effect to such arrangement and to the provisions of
Sections C, D, E, F, H, I and K of the Code which apply by reference to the
quantities of gas delivered to and offtaken from the Total System by Users, and
of calculating such quantities, National Grid NTS will be treated as a User of
the NTS as respects the quantities of gas delivered to and offtaken from the
Total System by the Non-Code Shipper (and where such arrangements relates
to the offtake of gas from an LDZ, then so far as relevant, the relevant DN
Operator is treated as a User of the LDZ);

(b) for the purposes of giving effect to such arrangement and to the provisions of
Sections G2 and G3, the Transporter will be treated as a User of the relevant
System as respects the Supply Meter Points which are or are to become subject
to such arrangement.

Nothing in paragraph 1.2.2 shall have the effect of conferring on the Non-Code Shipper
any right or imposing on it any obligation under the Code, nor as implying any terms
into the Non-Code Transportation Arrangement.

Where a Non-Code Transportation Arrangement is one to which Condition 6(3) of the
Shipper's Licence applies:

(a) the Transporter may elect for some or all of the purposes of paragraph 1.2.2 that
the Non-Code Shipper shall be treated as a User in place of the Transporter;

(b) the Code shall apply so as to give effect to the arrangement or undertaking
referred to in the said Condition 6(3);

(©) paragraphs 1.2.5 and 1.2.6 shall not apply in respect of the Non-Code
Transportation Arrangement.

Where a Shipper User is also a Non-Code Shipper, its Non-Code Transportation
Arrangements (including without limitation holdings of System Capacity or Storage
Capacity for LNG facilities) as Non-Code Shipper shall be separate from, and shall be
given effect and accounted for separately from, those under the Code.

In accordance with and without prejudice to the generality of paragraph 1.2.4, the
calculation of a User's Daily Imbalance, and any Daily Imbalance Charges, Scheduling
Charges, Overrun Charges or Storage Overrun Charges at LNG Facilities, shall be made
disregarding quantities of gas delivered to or offtaken from the Total System or System
Capacity held by the User as Non-Code Shipper.

In this paragraph 1.2 references to Users exclude Trader Users.

TPD Communications
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For the purposes of the TPD a Code Communication shall be limited to a TPD
Communication.

CDSP Functions
Direct Functions of the CDSP to support implementation of this Section V are:
(a) disclosing Supply Meter Point information in accordance with paragraph 5.11;

(b) disclosing historic Supply Meter Point asset and read information in accordance
with paragraph 5.15;

(©) disclosing MAP information in accordance with paragraph 5.16; and

(d) appointing and managing the PAFA.

Agency Functions of the CDSP to support implementation of this Section V are:
(a) managing the User accession, discontinuance and termination processes;
(b) disclosing smart meter data in accordance with paragraph 5.17; and

(©) reporting on the theft of gas.

USER ADMISSION

Admission requirements

In order to become a Shipper User in relation to a System or a Trader User in relation to
the NTS a person (the "Applicant User") must:

(a) satisfy or secure satisfaction of the relevant requirements in paragraph 2.1.2;
and

(b) accede to the relevant Shipper Framework Agreement and thereby agree to be
bound by the Code.

The requirements referred to in paragraph 2.1.1(a) are as follows:

(a) the Applicant User shall have applied to the Transporter, in such form as the
Transporters may from time to time prescribe, giving the following details:

(1) the name of the Applicant User;

(i1) the legal nature of the Applicant User, and where the Applicant User is
not a company incorporated under the Companies Act 1985 (as
amended), such further information concerning the constitution of the
Applicant User as the Transporter may reasonably require;

(iii) the postal and e-mail address and telephone and facsimile numbers of
the Applicant User, and the individual for whose attention notice is to
be marked, for the purposes of notice under GT Section B5.2.3 and
B5.3.1;
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(iv) where the Applicant User is not a company incorporated under the
Companies Act 1985 (as amended), an address for service in
accordance with paragraph GT Section B6.6.3;

where the Applicant User wishes to become a Shipper User, either:

(1) a Shipper's Licence shall have been granted to the Applicant User
which is in force and in respect of which no notice of revocation has
been given, and the Applicant User shall have provided a copy of such
licence to the Transporter; or

(i1) a Shipper's Licence shall be treated as having been granted to the
Applicant User pursuant to a scheme made under paragraph 15 or 16 of
Schedule 5 to the Gas Act 1995;

where the Applicant User wishes to become a Shipper User in relation to an
LDZ the Applicant User is, or will be, a Shipper User under National Grid's
Network Code at the User Accession Date;

the Applicant User shall have provided the emergency contact details required
under Section Q2.2;

the Applicant User shall have obtained from the Transporters one or more
copies of the Code and such other documents referred to in the Code or the
Shipper Framework Agreement as the Transporters shall from time to time
prescribe for the purposes of this paragraph (e);

where the Applicant User wishes to become a Shipper User, the Applicant User
shall have been assigned an initial Code Credit Limit in accordance with
paragraph 3;

in relation to the NTS, the Applicant User shall have been assigned an initial
Secured Credit Limit in accordance with Section X;

where the Applicant User wishes to become a Shipper User, the Applicant User
shall have provided the Transportation Charges contact detail as required under
Section 3.4.7;

where the Applicant User wishes to become a Shipper User, the Applicant User
shall have signed the Accession Agreement and shall have satisfied the
Accession Requirements (each as defined in the DSC); and

where the Applicant User wishes to become a Trader User, the Applicant User
shall have signed a UK Link User Agreement and shall have paid the initial
charge under and satisfied any other conditions to effectiveness of that
Agreement.

2.1.3  An Applicant User may accede to a Shipper Framework Agreement before the
requirements of paragraphs 2.1.2(f), (g) and (i) are satisfied.

2.1.4  Where in accordance with paragraph 2.1.3 an Applicant User has executed a Shipper
Framework Agreement, the Applicant User and the Transporter shall be bound by this
Section V; and the Applicant User shall for such purposes only be treated as a User.
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For the avoidance of doubt a person may not become a Trader User in relation to any
System other than the NTS.

Where a Trader User wishes to become a Shipper User the Trader User must:

(a) notify National Grid NTS, in such form as National Grid NTS may from time to
time specify, that it wishes to become a Shipper User;

(b) satisfy those requirements in paragraph 2.1.2(b), (c), (f) and (i) which the
Trader User was not required to secure or satisfy for the purposes of becoming
a Trader User; and

() be assigned a revised Secured Credit Limit in accordance with Section X

and the Trader User shall become a Shipper User with effect from the Day which is 3

Business Days after satisfaction of the last or the requirements specified in this

paragraph 2.1.7.

Where a Party who is a Shipper User wishes to become a Trader User such Party must:

(a) cease to be a Shipper User of or in relation to a System (in accordance with
paragraph 4.2);

(b) cease to be party to the DSC; and

(©) become a Trader User in accordance with paragraph 2.1.2 on the date on which
it ceases to be a Shipper User.

Admission of User
The Applicant User will become a User with effect from the Day ("User Accession
Date") which is 3 Business Days after satisfaction of the last of the requirements under

paragraphs 2.1.1 and 2.1.2 to be satisfied.

Upon the Applicant User's becoming a User pursuant to paragraph 2.2.1 the Transporter
will so notify:

(a) the Applicant User, specifying:

(1) the Transporter's notice details for the purposes of GT Section B5.2.3;
and
(i1) the names of all other Users and their prevailing notice details in

accordance with GT Section B5.2.3;
(b) all other Users, and the CDSP, specifying the name of the Applicant User, its

notice details provided under paragraph 2.1.2(a)(iii) and the User Accession
Date.

Restricted authorisation of User

Where the Shipper's Licence held by a Shipper User limits or restricts the premises to
which the User may arrange for the conveyance of gas by a or any System or in any
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other way limits or restricts the activities which the User is authorised to carry on:

(a) the User shall be solely responsible for compliance with such limit or restriction
and (subject to paragraph (b)) the Transporter shall not in the implementation of
the Code as respects such User be concerned with such limit or restriction; but

(b) the Transporter shall be at liberty in its discretion to (but shall not be required
to) withhold from the User any right or entitlement pursuant to the Code so as
to give effect to such limit or restriction.

2.4 Single User admission

Unless expressly otherwise provided in the Code or agreed by the Transporters, a
person may only be one User for the purposes of the Code, and accordingly a person
who is for the time being a User may not make a further application to be admitted as a
User.

2.5 Restricted User
2.5.1 A person which is for the time being either:

(a) designated by the Authority for the purposes of Special Condition C6 of
National Grid NTS's Transporter's Licence; or

(b) a body which is declared by an Order of the Secretary of State to be a
Recognised Clearing House for the purposes of the Financial Services Markets
Act 2000 (as amended); or

(©) a body which is declared by an Order of the Secretary of State to be a
Recognised Investment Exchange for the purposes of the Financial Services
Markets Act 2000 (as amended) and which makes its own arrangements for
clearing transactions effected on its exchange

may be admitted as a User in relation to the NTS for the purposes only of making Trade
Nominations pursuant to Section C5.

2.5.2  Where a User is admitted pursuant to paragraph 2.5.1:

(a) the User hereby undertakes to National Grid NTS that it will not and will not
purport to deliver gas to nor offtake gas from the Total System, make any
Nomination, will not or purport to act as if it were a Trading Participant,
become a CSEP User or the Registered User of any Supply Point, or hold
System Capacity or Storage Capacity at LNG Facilities, or make a System
Capacity Transfer or Storage Gas Transfer in relation to an LNG Facility, or
otherwise exercise any right or entitlement of a User other than the right to
make Trade Nominations pursuant to Section C5 and any rights (consequent
thereon) arising under Sections F, S, GT Section A, this Section V, U and X

(b) the User shall not make a Trade Nomination more than 5 Days before the Gas
Flow Day;

(©) the User shall not be bound to comply with any obligation under Section L, O
or (except pursuant to paragraph 4 thereof) Q.
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2.5.3  Where an Applicant User informs National Grid NTS that it wishes to be admitted as a
User pursuant to paragraph 2.5.1:

(a) the requirements in paragraph 2.1.2(b), (d) and (i) shall not apply in respect of
the Applicant User;

(b) the requirement paragraph 2.1.2(j) shall apply in respect of the Applicant User
as if it were a Trader User;

(©) it shall be an additional requirement for the purposes of paragraph 2.1.1 that, at
the same time as the User accedes to the Framework Agreement, National Grid
NTS and the User enter into a memorandum to record that the User is or is to be
admitted pursuant to paragraph 2.5.1;

(d) National Grid NTS's notification to Users and the CDSP under paragraph
2.2.2(b) will specify that the Applicant User has been so admitted.

3 CODE CREDIT LIMITS

3.1 General
3.1.1  For the purposes of the Code:

(a) the “Regulatory Asset Value” is the value of the relevant Transporter’s
regulated assets as published by the Authority at the start of any Transporter’s
relevant price control period which will be published and updated to current
year prices by the Transporter for the sole use of establishing a Users Maximum
Unsecured Credit Limit.

(b) An “Approved Credit Rating” is a published and monitored long term rating
provided by a Credit Rating Agency as defined in 3.1.1(d) of not less than Ba3
by Moody’s Investors Service or equivalent rating by either Standard and
Poor’s or Fitch Ratings.

(©) The “Unsecured Credit Limit” is that proportion of the Maximum Unsecured
Credit Limit extended to a User by the Transporter as calculated in accordance
with the table set out in paragraph 3.1.3 or 3.1.4 as appropriate.

(d) A “Credit Rating Agency” can issue an Approved Credit Rating and is
confined to Fitch Ratings, Moody’s Investment Service and Standard and
Poor’s Rating Group and any of their subsidiaries.

The Transporter will determine and assign to each User a Code Credit Limit, which
may comprise of an Unsecured Credit Limit calculated in accordance with paragraph
3.1.3 and/or security or surety provided in accordance with paragraph 3.4. The
Transporter shall keep each User informed of its Code Credit Limit (as revised in
accordance with the Code) for the time being. The Transporter shall limit the Unsecured
Credit Limit to any User and related company to a maximum of two percent (2%) of the
Regulatory Asset Value (The “Maximum Unsecured Credit Limit”). The User shall
notify the Transporter within 1 Business Day if the User’s Approved Credit Rating
changes or if the User has a reasonable belief that its Approved Credit Rating is likely
to change.
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3.1.2  In this paragraph 3 references to Users include DNO Users.

3.13

(a)

(b)

(c)

(d)

Where a User has an Approved Credit Rating, such User’s Unsecured Credit
Limit at any time shall be calculated as that percentage (%) of the Maximum
Unsecured Credit Limit by reference to the User’s Approved Credit Rating as
follows:

Approved User’s % of Parent Qualifying
Credit Maximum Company | Company
Rating Unsecured

Credit

Limit
Standard | Moody’s Fitch
& Poor’s Investors | Ratings

Service

AAA Aaa AAA 100 v v
AA+ Aal AA+ 100 v 4
AA Aa2 AA 100 v v
AA- Aa3 AA- 100 4 4
A+ Al A+ 40 4 4
A A2 A 40 4 v
A- A3 A- 40 4 4
BBB+ Baal BBB+ 20 v x
BBB Baa2 BBB 19 v x
BBB- Baa3 BBB- 18 v x
BB+ Bal BB+ 17 v x
BB Ba2 BB 16 v x
BB- Ba3 BB- 15 4 x

Subject to paragraph 3.1.3(c), where a Qualifying Company or Parent Company
with an Approved Credit Rating provides surety in respect of a User in the form
of a Guarantee (the “Surety Provider”), then the Approved Credit Rating of
such Surety Provider may be used in place of the User’s to calculate such
User’s Unsecured Credit Limit in accordance with the table set out in paragraph
3.1.3(a).

Where a Surety Provider provides surety pursuant to paragraph 3.1.3(b) or
paragraph 3.1.3(d) for more than one User, the aggregate surety provided by the
Surety Provider shall not exceed the maximum credit entitlement of the Surety
Provider calculated in accordance with the table set out in paragraph 3.1.3(a).

A User may increase an Unsecured Credit Limit allocated pursuant to
paragraph 3.1.3(a) or paragraph 3.1.4 by an incremental amount (the
“Incremental Amount”) by providing surety (in respect of the Incremental
Amount) in the form of a Guarantee from a Surety Provider with an Approved
Credit Rating subject to:

(1) such Approved Credit Rating being sufficient to cover the Incremental
Amount as calculated in accordance with the table set out in paragraph
3.1.3(a); and
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(ii) paragraph 3.1.3(c); and

(iii) in the opinion of the Transporter, such Surety Provider’s ability to bear
risk not being exceeded.

Where a User does not have an Approved Credit Rating, or a User’s Approved Credit
Rating is less than that in 3.1.3(a), such User may obtain an Unsecured Credit Limit by:

(a) payment history in accordance with paragraph 3.1.5 below; or
(b) independent assessment in accordance with paragraph 3.1.7 below

provided that a User shall only be able to obtain an Unsecured Credit Limit by one of
the above methods at any one time.

The Transporter may allocate an Unsecured Credit Limit to a User based upon the
period of time elapsed that such User has paid all invoices by their due date for payment
in accordance with Section S, such that after a calendar month and only until the second
anniversary of the User’s User Accession Date, a User may be allocated an Unsecured
Credit Limit on the basis of 0.4% of the relevant Transporter’s Maximum Unsecured
Credit Limit over a 12 Month period and increasing on an evenly graduated basis each
Month up to a maximum of 0.8% of the relevant Transporter’s Maximum Credit Limit.

Where a User has been allocated an Unsecured Credit Limit pursuant to paragraph 3.1.5
above, and such User subsequently fails to make payment in full of any invoice (other
than in respect of Energy Balancing Charges) issued in accordance with Section S:

(a) on the Invoice Due Date for payment but payment is made in full within 2
Business Days of the Invoice Due Date (“a late payment”), the User shall pay
interest on the Invoice Amount and;

(1) where a late payment is made on only one occasion in a 12 Month
period the User’s Unsecured Credit Limit shall not be increased in
accordance with paragraph 3.1.5 above for that Month;

(i1) where a late payment is made on more than one occasion in a 12 Month
period the User’s Unsecured Credit Limit shall be reduced to zero from
the date of the second late payment.

(b) where payment is made more than 2 Business Days from the Invoice Due Date
then such User’s Unsecured Credit Limit shall be reduced to zero from the date
of such payment default.

Subject to paragraph 3.1.5 and this paragraph 3.1.6, the User’s payment history may
continue to be used following the date of any payment default as set out above to
increase the reduced value of the User’s Unsecured Credit Limit in accordance with
paragraph 3.1.5 above.

Where a User or Parent Company does not have an Approved Credit Rating, then upon
request from such User, the User may select any one of the specified agencies for the
Transporter to use to allocate an Unsecured Credit Limit to the User based upon the
Independent Assessment Score of the User or Parent Company as follows:

(a) where such User or Parent Company is unable to obtain an Approved Credit
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Rating (up to a maximum of 20% of the relevant Transporter’s Maximum
Unsecured Credit Limit); or

(b) where such User or Parent Company has an Approved Credit Rating less than
that in 3.1.3(a) (up to a maximum of 13'5% of the relevant Transporter’s
Maximum Unsecured Credit Limit).

A score of between 0 and 10 will be allocated to the User or Parent Company in
accordance with the following table to calculate the User’s Unsecured Credit Limit:

Independent Equivalent of the Independent Assessment Score to credit % of
Assessment scores provided by the independent credit rating agencies | Transporter’s
Score for Independent Assessments Maximum
Unsecured
Credit Limit
Dunn & Experian Graydons
Bradstreet/ N2
Check Bronze, Silver or Level 1, Level 2
Comprehensive Gold or Level 3
Report Report Report
10 5A1 95-100 1A 20
9 5A2/4A1 90-94 1B/2A 19
8 5A3/4A2/3A1 80-89 1C/2B/3A 18
7 4A3/3A2/2A1 70-79 2C/3B/4A 17
6 3A3/2A2/1A1 60-69 3C/4B/5A 16
5 2A3/1A2/A1 50-59 4C/5B/6A 15
4 1A3/A2/B1 40-49 5C/6B/TA 13"
3 A3/B2/C1 30-39 6C/7TB/8A 10
2 B3/C2/D1 20-29 8B 6"
1 C3/D2/El 10-19 8C 3"
0 Below El Below 10 Below 8C 0

3.2

3.2.1

The Transporter will set the Users Unsecured Credit Limit no higher than the lower of
the credit value recommended within the Independent Assessment and the value
calculated by applying the Independent Assessment Score to the Transporter’s
Maximum Unsecured Credit Limit.

Any Unsecured Credit Limit allocated in accordance with paragraph 3.1.7 shall be
reviewed annually. Where any costs are incurred by the Transporter in providing an
Unsecured Credit Limit in accordance with paragraph 3.1.7, including any annual
reviews, the User shall pay to the Transporter 20% of such costs incurred. All
reassessments in addition to those mentioned above shall be paid for by the party
requesting them.

In this paragraph 3 references to Users exclude Trader Users.

Code Credit Limit and Relevant Code Indebtedness

For the purposes of the Code:

(a) a "Code Credit Limit" is the sum of a User’s Unsecured Credit Limit and any
security or surety provided by a User pursuant to paragraph 3.4, provided that

such amount must be equal to or greater than the User’s Value at Risk;

(b) "Relevant Code Indebtedness" is:
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6))] the aggregate amount, other than in respect of Energy Balancing
Charges, for which a User is at any time liable to the Transporter
pursuant to the Code or any Ancillary Agreement, determined on the
basis of amounts accrued (and in accordance with paragraph (c) where
applicable) and irrespective of whether such amounts have been
invoiced under Section S or (where invoiced) have become due for
payment; less

(i1) any amount which has been paid to the Transporter by the User by way
of prepayment, on the basis that the Transporter 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;

for the purposes of paragraph (b)(i) a User's liability for Capacity Charges in
respect of a Day shall be treated as accruing on the following Day;

Subject to paragraph 3.3.4, “Value at Risk” at any point in time is the sum of:

6))] The aggregate amount (other than Energy Balancing Charges) invoiced
to the User pursuant to Section S but remaining unpaid (irrespective of
whether such amount has become due for payment); and

(i1) The average daily rate of the aggregate amount (other than Energy
Balancing Charges) invoiced to the User in the previous calendar
month multiplied by 20.

For the avoidance of doubt, the amount of a User's Relevant Code Indebtedness shall be
determined by reference to the relevant provisions of the Code, and nothing in the Code
shall be construed as withdrawing from a User any right to dispute whether the
Transporter has correctly calculated such amount in any case, or from the Transporter
any right to dispute the validity of any Invoice Query submitted by any User.

Without prejudice to paragraph 3.2.2, where a User has submitted an Invoice Query in
accordance with Section S4.2.1 in respect of any Invoice Document the Transporter will
review and give due consideration to such Invoice Query before taking any steps
pursuant to paragraph 3.3.

(a)

A User's Code Credit Limit may from time to time be reviewed and revised, in
accordance with the Code, save where either paragraph 3.2.5, 3.2.6 or 3.2.8
applies, in the case of (i), (ii), (iv) and (v) on notice of not less than 30 Days, or
in the case of (iii) below on notice of not less than 2 Business Days following
the Business Day on which a notice is issued in accordance with 3.2.9, (or in
any such case, such lesser period agreed by the User) to the User:

(1) at intervals of approximately 12 months;
(i1) at the User’s request (but subject to paragraph 3.2);

(iii) where any published Rating of the User or any person providing
security for the User is revised downwards;

(iv) where any instrument of surety or security expires or is determined;
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v) at the Transporter's request where the Transporter has reasonable
grounds to believe that the effect of the review will be to reduce the
User's Code Credit Limit.

(b) A Letter of Credit is deemed zero value for User’s Code Credit Limit purposes
30 days prior to the date of its expiry.

(©) A Guarantee is deemed zero value for User’s Code Credit Limit purposes 30
days before expiry unless either extended or replaced by security or surety
effective from no later than the day after the expiry date of the existing
guarantee.

Where any published credit rating of the User or any person providing surety for a User
is revised downwards to the extent that the credit rating following such revision is less
than that in 3.1.3(a) then such User's Code Credit Limit may be immediately reviewed
and revised by the Transporter in accordance with the Code, on notice to the User.

Where a Supplier of Last Resort (as defined in paragraph G2.1.7(b)) has been appointed
and paragraph G2.1.8 applies, a Last Resort User's Code Credit Limit may be reviewed
and revised by the Transporter in accordance with paragraph G2.1.10.

Subject to paragraph 3.2.8, the Transporter will bear the costs and fees that it incurs (but
not any costs incurred by the User) in connection with any review of a User's Code
Credit Limit in accordance with paragraph 3.2.4.

The Transporter will not be obliged to agree to any request of the User under paragraph
3.2.4(ii) unless the User agrees to reimburse to the Transporter the reasonable costs and
fees payable by the Transporter to any third party in accordance with the Code in
connection with such request.

Where a User’s Code Credit Limit has been revised downwards in accordance with
paragraph 3.2.4(iii) or 3.2.5 above, the Transporter will notify the User accordingly on
the next Business Day following the occurrence of the event described in paragraph
3.2.4(a)(iii).

Where the Transporter requires the User to provide additional surety or security, the
notice given in accordance with 3.2.9 shall require that such User shall provide to the
Transporter, by no later than 17.00 on the second Business Day following the date of
such notice, additional surety or security in a form acceptable to the Transporter for an
amount notified by the Transporter, such that when applied it will result in the Value at
Risk of the User not exceeding 100% of the Users Code Credit Limit. Subject to
paragraph 3.2.11 below, where a User has not provided such additional surety or
security by such second Business Day then with effect from the next Business Day
following such second Business Day the following shall be payable by the User:

(a) such amount as set out in the table below based upon the amount of additional
surety or security demanded by the Transporter; and

Amount of additional surety or security Amount
required

Up to £999.99 £40
£1,000 to £9,999.99 £70
£10,000 or more £100
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(b) a daily charge equivalent to that percentage rate as is set out from time to time
in the Late Payments of Commercial Debts (Interest) Act 1998 multiplied by
the amount of additional surety or security demanded by the Transporter.

3.2.11 Notwithstanding paragraph 3.2.10, where at any time as a direct consequence of an
unanticipated increase in a Users registered aggregate “Supply Point Capacity”, a
User’s Value at Risk increases materially, a User will have one calendar month from the
date of notice given by the relevant Transporter, to provide additional surety or security
and after expiry of such date, or paragraphs 3.2.10(a) and (b) shall apply.

33 Requirements as to Value at Risk
3.3.1 Where:

(a) a User's Value at Risk exceeds 80% of its Code Credit Limit and the
Transporter has given notice to the User to that effect; and

(b) at any time following any notice given pursuant to (a) above, the User's Value
at Risk exceeds 100% of its Code Credit Limit, the Transporter will notify the
User of such event, giving such User 2 Business Days from the date of such
notice to provide additional surety or security for the amount specified by the
Transporter in the notice in order to reduce its Value at Risk to below 100% of
its Code Credit Limit.

3.3.2  Without prejudice to paragraph 3.3.3, where a User fails to provide such additional
surety or security as required in paragraph 3.3.1(b) by the date specified in the notice
pursuant to 3.3.1(b):

(a) with effect from the next Business Day after the date specified in such notice,
the User shall pay to the Transporter that amount set out in the table in
paragraph 3.2.10(a), based upon the amount of additional surety or security
demanded by the Transporter and the daily charge set out in paragraph
3.2.10(b); and

(b) subject to paragraph 3.3.1, where and for so long as the User’s Value at Risk
exceeds 100% of the User’s Code Credit Limit, the Transporter shall be entitled
to reject or refuse to accept all or any of the following by the relevant User:

(1) an application for System Capacity or increased System Capacity at any
System Point under Sections B or G5; and/or

(i1) a notice of appointment under Section B3.13.8 if the User is the
proposed Overrun User;

(iii) in relation to the NTS:

(1) a System Capacity Trade under Section B5 in respect of which
the User is Transferee User;

(2) a System Capacity Assignment under Section B6 in respect of
which the User is the Assignee User;
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until such time as the User’s Value at Risk is reduced to less than 100% of its
Code Credit Limit; and

(©) where from the fifth Business Day after the date specified in the notice, the
User’s Value at Risk exceeds 100% of the User’s Code Credit Limit, the
Transporter shall be entitled to require the CDSP to reject or refuse to accept a
Supply Point Nomination or Supply Point Confirmation under Section G, other
than a Supply Point Renomination, or Supply Point Reconfirmation until such
time as the User’s Value at Risk is reduced to less than 100% of its Code Credit
Limit.

Subject to paragraph 3.3.1, where and for so long as the Value at Risk of the User for
the time being exceeds 100% of the User’s Code Credit Limit, the Transporter may give
Termination Notice (in accordance with paragraph 4.3) to the User.

For the purposes of paragraph 3.3.2(b)(i) and (iii) and the application of Section
B3.3.3(f), a User’s (excluding DNO Users) Value at Risk shall be treated as including:

(a) the amounts of the aggregate NTS Exit (Flat) Capacity Charges;
(b) the amounts of the aggregate NTS Entry Capacity Charges

payable by the User for each Day in the following twelve (12) calendar months
commencing from the first Day of the calendar month following the Day in respect of
which the User’s Value at Risk is to be determined, irrespective of whether such
amounts have been invoiced under Section S.

Surety or Security under Code

Any instrument of surety or security provided by a User pursuant to paragraph 3.4.6
(and whether or not entered into by the User) shall not be a part of the Code nor an
Ancillary Agreement; and no provision of or modification of the Code, nor any
inconsistency between the Code and any such instrument, and nothing done by the
Transporter pursuant to the Code, shall prejudice or invalidate any such instrument.

Where a User has provided surety or security pursuant to paragraph 3.4.6 the User (or
the person giving the surety) may request the Transporter to release all or any of such
security or agree to a reduction in any maximum amount of such surety.

Following a request by a User under paragraph 3.4.2, the Transporter will as soon as
reasonably practicable and, except where the User also requests a review (by an agency
appointed by the Transporter for such purposes) and revision of its Code Credit Limit,
in any event not more than 10 Business Days after such request, release security, or
agree to a reduction in surety, to such extent or by such amount as will permit the
condition in paragraph 3.4.4 to be satisfied.

The condition referred to in paragraph 3.4.3 is that the amount of the User's Value at
Risk, at the date of such release or reduction is not more than 100% of the amount of the
User's Code Credit Limit, determined in accordance with the Code on the basis of the
release of security or reduction in surety (and taking account of any alternative surety or
security provided by the User).

For the purposes of Code:
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“Deposit Deed” shall mean an agreement that is Enforceable and in such form as
provided to the User from time to time by the Transporter enabling the deposit of cash
as security;

“Enforceable” shall mean the Transporter (acting reasonably) is satisfied that the
instrument of security or surety is legally enforceable and in this respect, where surety
is provided by a company registered outside of England and Wales, the Country of
residence of such company must have a sovereign credit rating of a Qualifying
Company (where such ratings conflict, the lower of the ratings will be used) and the
User shall at its own expense provides such legal opinion as the Transporter may
reasonably require;

“Letter of Credit” shall mean an unconditional irrevocable standby letter of credit in
such form as provided to the User from time to time by the Transporter from such bank
as the Transporter may approve, (provided that payment may be made at a United
Kingdom branch of such issuing bank) with a long term debt rating of not less than that
of a Qualifying Company (where such ratings conflict, the lower of the ratings will be
used);

“Guarantee” shall mean an on demand irrevocable guarantee or performance bond
provided by a Qualifying Company or a Parent Company that is Enforceable and in
such form as provided to the User from time to time by the Transporter;

“Prepayment Agreement” shall mean an agreement between the Transporter and the
User that is Enforceable and in such form as provided to the User from time to time by
the Transporter with the purpose of enabling a User to make payments of amounts
calculated on a monthly basis by the Transporter (using an accrual methodology set out
therein) as representing the Transporter’s estimate of the amounts (other than in respect
of Energy Balancing Charges) which will become due by the User to the Transporter in
a charging month;

“Parent Company” shall mean:

(1) in the case of a company registered in England and Wales a public or
private company within the meaning of Section 4 1 of the Companies
Act 2006 that is either a shareholder of the User or any holding
company of such shareholder (the expression holding company having
the meaning assigned thereto by Section 1159, Companies Act 2006 as
supplemented by Schedule 6 Companies Act 2006 and Section 144(3)
Companies Act 1989); or

(i1) in the case of an entity registered outside of England and Wales, such
equivalent entity to (i) above that is acceptable to the Transporter,
acting reasonably;

“Qualifying Company” shall mean:

(1) in the case of a company registered in England and Wales a public or
private company within the meaning of section 1(3) of the Companies
Act 1985 with a long term debt rating of at least A provided by a Credit
Rating Agency as defined in 3.1.1 (where such ratings conflict, the
lower of the ratings will be used); or
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(i1) in the case of an entity registered outside of England and Wales, such
equivalent entity to (i) above that is acceptable to the Transporter,
acting reasonably;

A User may extend its exposure beyond its Unsecured Credit Limit by providing surety
or security in one or more of the forms set out below:

(a) Letter of Credit: and/or
(b) Guarantee; and/or

(c) Deposit Deed; and/or
(d) Prepayment Agreement;

provided that where an instrument of surety or security is conditional, the Transporter
may agree with the User a value below 100% of its full face value. Where the value of
the instrument of surety of security cannot be agreed between the User and the
Transporter, the User may refer such dispute to Expert Determination in accordance
with GT Section A, paragraph 2.

Each User shall provide to the Transporter:

(a) a single telephone number, a single address, a single e-mail address and a single
facsimile number by means of which the Transporter may contact a
representative of the User for any purpose pursuant to Transportation Charges
in connection with Section V3 and/or V4; and

(b) the name(s) or title(s) of the User’s representatives who may be contacted at
such numbers and address; and

(©) such User shall inform the Transporter where there are any amendments to the
details provided pursuant to this section V3.4.7.

DISCONTINUING USERS AND TERMINATION

General

A User may cease to be a User of or in relation to a System pursuant to paragraph 4.2 or
4.3; and for the purposes of the Code a "Discontinuing User" is a User who so ceases
to be a User and the "User Discontinuance Date" is the date with effect from which (in
accordance with paragraph 4.2 or 4.3) a Discontinuing User ceases to be a User.

Upon a User's ceasing to be a User:

(a) subject to paragraphs 5.6 and 4.3.7, the Shipper Framework Agreement shall
cease to bind the Discontinuing User and (as respects the Discontinuing User)
the Transporter;

(b) each Ancillary Agreement to which a Discontinuing User is party shall, unless
otherwise provided in such Ancillary Agreement, terminate as respects that
User (but without prejudice to the continuance of that Agreement as respects
any other User(s) party thereto) with effect from the User Discontinuance Date.
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The Transporter will as soon as reasonably practicable after the User Discontinuance
Date notify all other Users and the CDSP of a User's ceasing to be a User.

An Ancillary Agreement may be subject to termination as respects any User(s), in
accordance with its terms, but (except as may be provided in such Ancillary Agreement)
such termination shall not result in any such User ceasing to be a User.

A Shipper Framework Agreement shall have no fixed duration, but without prejudice to
the provisions of this paragraph 4 as respects Discontinuing Users.

In this paragraph 4 references to Users include Trader Users, except in relation to
paragraph 4.3.1(f), and DNO Users.

Voluntary discontinuance

A User may at any time by giving notice ("Discontinuance Notice") to the Transporter
apply to cease to be a User of or in relation to a System.

A User may not cease to be a User under this paragraph 4.2 until such time as:

(a) all amounts payable or (other than in respect of any recurrent charge becoming
payable by reason only of the lapse of time after the date on which the last of
the other requirements of this paragraph 4.2.2 is satisfied) which may become
payable by the User to the Transporter pursuant to any provision of the Code,
the Shipper Framework Agreement or any Ancillary Agreement have been paid
in full;

(b) the User is not the Registered User in respect of any Supply Point and is not
party to any Shared Supply Meter Notification;

(©) under National Grid NTS's Network Code, there is no outstanding Daily
Imbalance or NDM Reconciliation Quantity or DM Reconciliation Quantity in
respect of the User;

(d) any requirements under any Ancillary Agreement in respect of termination
under this paragraph 4.2 have been complied with;

(e) any outstanding breach, being a breach capable of remedy and of which the
Transporter has given notice to the User, by the User of any provision of the
Code or the Shipper Framework Agreement or any Ancillary Agreement shall
have been remedied; and

® the User (if a Shipper User) has satisfied the Withdrawal Requirements (as
defined in the DSC, or (if a Trader User) has satisfied the requirements for

voluntary termination of the UK Link User Agreement;

and a User may not cease to be a User of the NTS until the User ceases to be a User of
each LDZ.

Where a User has given notice under paragraph 4.2.1:

(a) the User and the Transporter shall remain bound by the Code and the Shipper
Framework Agreement and any Ancillary Agreement to which the User is party
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until the requirements of paragraph 4.2.2 are satisfied;

(b) the System Capacity which the User is registered as holding shall not be
reduced or cancelled other than in accordance with the relevant provisions of
the Code (and the User will remain liable for payment of Transportation
Charges in respect thereof but may elect to make prepayment thereof).

Where a User has given notice under paragraph 4.2.1, after the satisfaction of the last of
the requirements of paragraph 4.2.2 to be satisfied:

(a) with effect from the 5th Business Day following such satisfaction, the User will
cease to be a User;

(b) without prejudice to paragraph 4.2.5, the Transporter will as soon as reasonably
practicable (and where possible before such date) inform the User of the date on
which it ceases to be a User under paragraph (a).

Notwithstanding paragraph 4.2.4, without prejudice to paragraph 4.1.2(a), the
Transporter or (as the case may be) the Discontinuing User shall remain liable, subject
to and in accordance with the Code, to the other and (in the case of the Discontinuing
User, subject to paragraph GT Section B2.4.2) to each other User, after the User
Discontinuance Date:

(a) for any amount which was or becomes payable under the Code or any Ancillary
Agreement in respect of any period before the User Discontinuance Date; and

(b) in respect of any outstanding breach of any provision of the Code, the Shipper
Framework Agreement or any Ancillary Agreement where such breach was not
(for the purposes of paragraph 4.2.2(e)) capable of remedy or (notwithstanding
that paragraph) was capable of remedy but was not remedied.

Termination

For the purposes of this paragraph there shall have occurred a "User Default" in
relation to a User (the "Defaulting User") in any of the following events or
circumstances:

(a) where in relation to any amount (or amounts in aggregate) of not less than
£10,000 which has become due for payment by the Defaulting User under the
Code (excluding for the avoidance of doubt amounts the subject of an Invoice
Query which by virtue of Section S4.2.2 have not become due for payment):

(1) the Defaulting User has not paid the amount in full by the 5th Business
Day after the due date for payment;

(i1) on or after the 5th Business Day after the due date for payment the
Transporter has given notice to the Defaulting User requiring payment
of such amount; and

(ii1) the Defaulting User has not paid such amount in full by the 5th
Business Day after the date of the Transporter's notice under paragraph
(i1); or
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(b) in accordance with paragraph 3.3.3; or
() where:
(1) the Defaulting User is in material breach, other than such a breach as is

(1)
(iii)

(iv)

)

(vi)

(d) where:

(1)

(1)
(iii)

(iv)

© 2005 all rights reserved

referred to in paragraph 4.3.9, of any material provision (other than a
payment obligation) of the Code; and

the breach is capable of remedy by the Defaulting User; and

the Transporter has given notice (making reference to this paragraph
4.3) of such breach to the Defaulting User; and

within 14 Days after the Transporter's notice under paragraph (iii), the
Defaulting User does not either:

(1) remedy the breach in all material respects, where the breach is
capable of remedy within such period of 14 Days; or

2) where the breach is not so capable of remedy, provide to the
Transporter a programme (setting out the steps to be taken by
the User and the timetable for taking such steps) for the remedy
of the breach as soon as is reasonably practicable; and

in the case in paragraph (iv)(2), the Defaulting User does not:

(1) remedy the breach in all material respects with all reasonable
diligence and so far as reasonably practicable in accordance
with the programme provided under that paragraph or a revised
programme pursuant to paragraph (2); and

(2) where notwithstanding the reasonable diligence of the User it is
not reasonably practicable for the User to remedy the breach in
accordance with that programme, provide to the Transporter a
revised such programme; and

the breach remains unremedied in any material respect after the expiry
of 7 Days after a further notice by the Transporter to the Defaulting
User to the effect that the Defaulting User has not complied with
paragraph (iv) or (v); or

the Defaulting User is in material breach, other than such a breach as is
referred to in paragraph 4.3.9, of any relevant provision (other than a
payment obligation) of the Code; and

the breach is not capable of remedy; and

the Transporter has given notice (making reference to this paragraph
4.3) of the breach to the Defaulting User; and

at any time within the period of 12 months following the Transporter's

notice under paragraph (iii), there occurs a further material breach by
the Defaulting User of the same provision of the Code; and
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v) the Transporter has given a notice of such further breach to the
Defaulting User and a period of 7 Days has expired following such
notice; or

where:

(1) the Defaulting User is unable to pay its debts (within the meaning of

Section 123(1) or (2) of the Insolvency Act 1986, but subject to
paragraph 4.3.2), or any voluntary arrangement is proposed in relation
to it under Section | of that Act or it enters into any composition or
scheme of arrangement (other than for the purpose of a bona fide
solvent reconstruction or amalgamation); or

(i1) the Defaulting User has a receiver (which expression shall include an
administrative receiver within the meaning of Section 29 of the
Insolvency A