
Draft letter to be used by parties who have already signed TTF Appendices

Dear [       ]

Re: TTF Appendix to European Federation of Energy Trading ("EFET") General Agreement concerning the Delivery and Acceptance of Natural Gas Version 1. (the "TTF Appendix")

As you will be aware, Gas Transport Services B.V. has made some significant changes to its gas Transmission Service Conditions for the gas year 2006 and onwards.

One of the changes – the move from a standard, basic portfolio tolerance of 2% for all shippers to a portfolio tolerance calculated as a percentage of the individual shipper’s portfolio – has had an impact on the TTF Appendix terms.

In Clause 7.1 of the TTF Appendix, the Under Delivery, Under Acceptance, Over Delivery and Over Acceptance amounts due are calculated using, inter alia, the "Balancing Compensation" and "Balancing Charges" concepts. 
These are defined in Clause 10 of the TTF Appendix as the portfolio imbalance caused by the relevant default assuming the shipper had not booked an enhanced balancing service, i.e. assuming the standard portfolio tolerance of 2% which existed at the time the TTF Appendix was written.  Now the standard portfolio tolerance no longer exists, if the Balancing Charges and Balancing Compensation are calculated taking account of the relevant shipper’s actual portfolio tolerance the amounts due will vary greatly from shipper to shipper.  For example, if Shipper A under delivers Shipper B (who has a 25% tolerance) who therefore under delivers Shipper C (who has a 2% tolerance), the amount of money that Shipper B receives from Shipper A would be inadequate to cover its payment obligations to Shipper C.

In order to preserve the objective, "back to back" nature of Clause 7.1 and thereby promote certainty in trading at the TTF, EFET considers that a standard tolerance for all shippers should be assumed by all users of the TTF Appendix.  The standard tolerance that EFET has decided to recommend for this purpose is zero per cent.  EFET has published a Version 2 of the TTF Appendix which contains this change.  EFET has also taken the opportunity to clarify in Version 2 of the TTF Appendix that the Balancing Charges and Balancing Compensation are to be calculated in respect of both hourly and daily imbalances on the GTS system and also to clarify some wording in Clause 6.  
We wish to amend the TTF Appendix that we entered into with you on [            ] (the "Relevant TTF Appendix") to reflect these changes and to ensure that we continue to trade in accordance with standard market terms.

We therefore ask you to confirm your agreement, by signing and returning the attached duplicate copy of this letter, to the following changes to the Relevant TTF Appendix:

1. in the definition of "Balancing Charges" in Clause 10.1.1. of the Relevant TTF Appendix the addition of the words "in the relevant hour and Gas Day" after the word "Portfolio" in line 2 and the words "a Portfolio tolerance of zero percent and" between the words "assuming" and "that" in line 3;  

2.
in the definition of "Balancing Compensation" in Clause 10.1.2. of the Relevant TTF Appendix the addition of the words "in the relevant hour and Gas Day" after the words "Portfolio" in line 2 and the words  "a Portfolio tolerance of zero per cent and"  between the words "assuming" and "that" in line 3; 
3.
in the definition of "Balancing Service" in Clause 10.1.3 the replacement of the words "a tolerance service as defined in the TSC or any other" with the word "any";
4.
to add a definition of "Gas Day" in Clause 10.1 as follows:  ""Gas Day" has the same meaning as "gas day" in the TSC;"; and 

5.
in the third paragraph of Clause 6 replace the words "one or other of the Parties" with the words "the Claiming Party" in line 3.

Yours faithfully

For and on behalf of [                                    ]
We hereby agree to the above changes to the Relevant TTF Appendix

For and on behalf of [                                     ]
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