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Julian Majdanski 
Secretary, Modification Panel 
Office of Joint Transporters 
Ground Floor Red 
51 Homer Road 
Solihull 
B91 3QJ 
 
 
4 April 2008 
 
 
Dear Julian, 
 
Re: 0195 / 0195A Introduction of Enduring NTS Exit Capacity Arrangements 
 
Statoil (UK) Ltd (STUK) supports the implementation of Modification Proposal 0195. 
 
STUK supports the implementation of Modification Proposal 0195A. 
 
Our ranking of the 0116 and 0195 Proposals in facilitating the achievement of the relevant 
objectives, and whether or not we support implementation of each, is as follows (most 
favorable first): 
 
116A   support 
195A   support 
195  support 
116CVV not support 
116BV  not support 
116 VD not support 
116V  not support 
 
Our comments are as follows: 
 
With respect to proposals 116V and its variants, STUK’s position has not altered since 
responding to those proposals in December 2006.  With the exception of 0116A, we do not 
believe that the arguments or evidence have significantly changed to warrant the 
implementation of those proposals, post the decision by the Competition Commission (CC) 
to quash GEMA’s decision to direct the implementation of modification proposal 0116A.  
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Please refer to our response to 0116 and its variants, to avoid repetition of stating them 
here, as the arguments relating to those proposals remain pertinent. 
 
The CC states in the Decision that they accept GEMA’s argument that there are benefits in 
the user commitment model and in the reform of the interruption arrangements; it is our view 
that proposals 0195 and 0195A have sufficiently addressed the perceived issues pertaining 
to user commitment and interruption, whether achieved through an off-peak product or, to a 
lesser extent, through a daily interruptible product, and so deliver the associated benefits, as 
detailed below. 
 
Extent to which implementation of the proposed modification would better facilitate 
the relevant objectives 
 
Gas Transporter Licence Standard Special Condition A11.1 
 
(a) the efficient and economic operation of the pipe-line system to which this licence 

relates; 
(b) so far as is consistent with sub-paragraph (a), the coordinated, efficient and 

economical operation of (i) the combined pipe-line system, and/ or (ii) the pipe-line 
system of one or more other relevant gas transporters; 
 
Both Proposals 
 

The user commitment models, common to both proposals, will provide greater clarity, with 
respect to providing clear locational signals for where, when and how much transportation 
capability may be required by Users to support anticipated end of Day demand.  It is noted 
in the CC Decision that NGG stated that ‘almost all of NGG’s balancing actions are driven by 
end of day supply/demand considerations and not by within day flow variations’, for that 
reason, proposals 0195 and 0195A will assist NGG in making efficient balancing actions, to 
facilitate the efficient and economic operation of the pipeline system, through improving the 
information they receive, relating to end of Day demand. 

 
With respect to the flexibility product, the CC states that ‘changes to gas flows across the 
NTS, could in principle lead to an increase in flexibility capacity’.  STUK does not consider 
that the benefits of certain supply scenarios or the positive impacts of storage sites have 
been properly taken into account in NGG’s response to the information request on the 
availability of NTS exit flexibility capacity; the CC assertion remains relevant, therefore, that 
such changes in gas flows could lead to an increase to flexibility capacity.  It follows that the 
extent of the risk of future scarcity of flexibility remains questionable and sufficiently clear 
analysis, which might support the need for Users to purchase a flexibility capacity product, is 
lacking.  For this reason and those detailed in our response to 0116, STUK believes that it is 
entirely appropriate that the acquisition of NTS Exit (Flexibility) Capacity by shipper Users is 
not included in either proposal 0195 or 0195A as it would not lead to the efficient or 
economic operation of the pipeline system. 

 
0195A 
 

0195A better facilitates the relevant objectives through incentivising participating Users not 
to offtake gas at times of peak demand, avoiding a potential constraint on the system.  
0195A also works towards preventing inefficient investment and the potential for a gold 
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plated system where such Users might otherwise need to book firm long term rights, which 
do not reflect the real nature of their use of the system.   

 
Moreover, 0195A will facilitate the use of spare capacity, as NGG will have sufficient 
confidence that those Users, which have purchased off-peak NTS Exit (Flat) Capacity, will 
not be offtaking on peak days, thus making any spare capacity available to interruptible 
users, without jeopardising the integrity of the system. 

 
 (c) so far as is consistent with sub-paragraphs (a) and (b), the efficient discharge of the 

licensee's obligations under this licence; 
 
Both Proposals 
 

Both proposals provide an enduring framework, aimed at facilitating efficient investment 
decisions by all Transporters and shipper Users, which will, in turn, create appropriate 
signals to meet 1-in-20 requirements and transporters’ obligations to meet all reasonable 
demands for gas. 

 
0195A 
 

Through proactively incentivising Users to stop offtaking gas where forecast demand is 
greater than 80% of the 1-in-20 peak day demand, 0195A should better facilitate the 1-in-20 
requirements.  Under 0195A, Users will know ahead of the day that they may have to curtail 
their offtake, whereas under 0195, the usual notice periods will apply for interrupting Users 
within day, meaning that 0195A should relieve the potential for a constraint and ensure that 
1-in-20 requirements are maintained, in a more timely manner. 
 
(d) so far as is consistent with sub-paragraphs (a) to (c) the securing of effective 

competition: 
 

(i) between relevant shippers; (ii) between relevant suppliers; and/or (iii) between DN 
operators (who have entered into transportation arrangements with other relevant 
gas transporters) and relevant shippers; 
 

Both Proposals 
 
STUK agrees with the Proposers that implementation would remove the uncertainty 
associated with the current sunset clause and thus facilitate the achievement of the above 
objectives.  Furthermore, the same NTS Exit (Flat) Capacity arrangements will apply to 
shipper Users and DNs, allowing DNs to offer comparable terms to shippers, in respect of 
similar rates of offtake. 

 
0195A 
 

0195A allows off-peak Users to remain competitive with other types of shipper, through 
recognising the different costs they impose on the system, thus resulting in more cost-
reflective charging, recognising the fact that Users such as storage sites do not drive 
investment and may, in fact, reduce constraints on the system at times of peak demand. 
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(f) so far as is consistent with sub-paragraphs (a) to (e), the promotion of efficiency in 
the implementation and administration of the network code and/or the uniform 
network code.  
 
Both Proposals 

 
Both proposals would remove the uncertainty associated with the current sunset clause and 
thus promote efficiency in the implementation and administration of the network code.  
 
 0195 and 0195A provide benefits, with regards to user commitment and interruption, 
without the complexity involved in 0116 and some of its variants, of imposing the purchase 
of a flexibility product on shipper Users, the need for which remains unproven. 
 
The implications of implementing the Modification Proposal on security of supply, 
operation of the Total System and industry fragmentation 
 
Both Proposals 
 
The enhanced exit capacity management arrangements, detailed in both proposals will 
better facilitate security of supply and the operation of the system.  
 
0195A 
 
0195A should better facilitate security of supply, through incentivising certain classes of 
User to switch to alternative sources of supply or to curtail their offtake, in a timely manner; 
this will have the consequence of better enabling NGG to effectively operate the system. 
 
The implications of implementing the Modification Proposal for Users, including 
administrative and operational costs and level of contractual risk 
 
Both Proposals 
 
The increase in user commitments will naturally increase the level of contractual risk faced 
by users.  Administrative and operational costs will also increase as Users will need to 
develop their own systems and process to facilitate the efficient implementation of the 
proposals.  Compared to Modification proposal 0116V and some of the variants, however, 
these proposals create considerably less risk, whilst still achieving the benefits, recognised 
by the CC. 
 
0195A 
 
Contractual risk for off-peak users will be less under proposal 0195A as such Users will not 
be faced with the requirement to pay firm capacity charges, which do not reflect their usage 
of the system. 
 
Analysis of any advantages or disadvantages of implementation of the Modification 
Proposal 
 
STUK concurs with the advantages and disadvantages, as outlined in the Draft Modification 
Report. 
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Please do not hesitate to contact me if you wish to discuss any of the above. 
 
Yours sincerely 
 
 
 
Christiane Sykes 
UK Regulatory Affairs Manager 
Statoil (UK) Ltd 
 
*Please not that due to electronic transfer this letter has not been signed. 
 
 


