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GRANT AND TERM OF LICENCES

Combined Licences granted under Article 8 of the Gas (Northern Ireland) Order for the
Conveyance and Supply of gas

The Grant

1. Grant of Licences

The Department, in exercise of the powers conferred by Article 8(1) of the Gas
(Northern Ireland) Order 1996 (the "Order") grants to Phoenix Natural Gas Limited
(the "Licensee") the following licences:

(a) alicence to convey gas in the areas designated in Schedule 1 during the period
specified in paragraph 3 below, subject to the Conditions set out in Parts 1 and 2
and the Schedules of this Licence Document; and

(b)  alicence to supply gas in the areas designated in Schedule 1 during the period
specified in paragraph 3 below, subject to the Conditions set out in Parts 1 and
3 and the Schedules of this Licence Document.

2. Modification and Revocation of Conditions

The Conditions referred to above are subject to modification or amendment in
accordance with their terms and/or with Articles 9, 14, 17, 17A and 18 of the Order
and/or with any provision for the modification of the same in the Energy Order. Each of
the licences granted is further subject to the terms as to revocation specified in Schedule
3 of this Licence Document.

3. Term of Licences

Each of the licences granted shall come into force on 5th September 1996 and, unless
revoked in accordance with the terms specified in Schedule 3, shall continue in force
until determined by not less than 25 years notice in writing given by the Department to
the Licensee in relation to that licence, such notice not to be served earlier than 1st
January, 2007.

5 September 1996 David Gibson
Deputy Secretary

Department of Economic Development
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PART 1

GENERAL CONDITIONS APPLICABLE TO THE LICENCE HOLDER

Condition 1.1: Interpretation and Construction

1.1.1

Interpretation Act (Northern Ireland) 1954 and Gas (Northern Ireland) Order 1996

Unless the contrary intention appears:

(a)

(b)

(©)

words and expressions used in this er-any-efthefollowing Partsof this
Licence Document-erin-the-Scheduleshereto shall be construed as if they

were in an enactment and the Interpretation Act (Northern Ireland) 1954

applied to them;

references to an enactment shall include subordinate legislation and in both

cases any statutory modification or re-enactment thereof after the date when

the-licenees—granted-by-this Licence Document comes into force; and

words and expressions defined in the Gas (Northern Ireland) Order 1996 or the
Energy (Northern Ireland) Order 2003 shall have the same meaning when used

in this erany-ofthe-feleowing Parts-of this-Licence Document-erin-the
Schedules hereto.

General Rules of Construction

Unless otherwise specified:

(a)

(b)

any reference to a numbered Part or Schedule is a reference to the Part or

Schedule bearing that number;

any reference to a numbered Condition is a reference to the Condition bearing
that number in the Part in which the reference occurs and within any Condition
a reference to "this Condition" shall be to the whole of the Condition under its

heading;
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(c) any reference to "the Conditions" in relation to ettherthe licence granted by
this Licence Document means the Conditions to which thatthe licence is
subject under this Licence Document; and references to "any Conditions" and

to any cognate expression shall be construed accordingly;

(d) any reference to a numbered paragraph is a reference to the paragraph bearing
that number in the Part, Condition or Schedule in which the reference occurs;

and

(e)  (without prejudice to any provision which restricts such variation, supplement
or replacement) any reference to any agreement, licence (other than the
hicenees-granted-by-this Licence Document), code or other instrument shall
include a reference to such agreement, licence, code or other instrument as

varied, supplemented or replaced from time to time.

Headings

The heading or title of any Part, Condition, Schedule or paragraph shall not affect the

construction thereof.

Time Related Obligations

Save as otherwise provided in Condition 1.2.1, where any obligation of the Licensee
is expressed to require performance within a specified time limit that obligation shall
continue to be binding and enforceable after that time limit if the Licensee fails to
perform that obligation within that time limit (but without prejudice to all rights and
remedies available against the Licensee by reason of the Licensee's failure to perform

within the time limit).

Natural Persons

These Conditions shall have effect as if, in relation to a licence holder who is a

nong

natural person, for the words "it", "its" and "which" there were substituted the words

"he", "his" or "whom" and cognate expressions shall be construed accordingly.
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1.1.6

Definitions

Except where expressly stated to the contrary and unless the context otherwise

requires, the following terms shall have the meanings ascribed to them below:

"affiliate"

"amount"

"auditors"

“Authority”

"authorisation of persons'

“balancing”

means, in relation to any person, any company

which is a subsidiary of such person or a company
of which such person is a subsidiary or a company
which is another subsidiary of a company of which

such person is a subsidiary;

means, in relation to gas the energy content thereof
expressed in therms or kilowatt hours; except with
effect from 1st January 2000, it means the said

content expressed in kilowatt hours;

means the Licensee's auditors for the time being
holding office in accordance with the requirements

of the Companies (Northern Ireland) Order 1986;

means the Northern Ireland Authority for
EnergyUtility Regulation;

means the power of the Licensee to authorise

persons, pursuant to Schedule 5 of the Order;

means (in relation to the Network and relevant
period for balancing under eachthe Network Code)
taking such measures as may be available to the

Licensee, in particular measures:

(i) for managing the relationship between deliveries of

gas to and offtakes from the Network during that

period; and

(i1) to maintain pressures in the Network at all levels;

which will in the reasonable opinion of the Licensee,
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"consumer"

“Department”

"development plan"

“distribution pipeline”

"district"

"domestic consumer"

“Electoral Ward”

“Energy Order”

“Exclusive Area”

ensure the safety and efficiency of the Network in that

or any subsequent relevant period;
means any person supplied with gas to premises;

means the Department of Enterprise, Trade and

Investment;

means the Licensee's plan to develop the Network

under Schedule 4;

means any pipeline which is not a transmission

pipeline.

means an area so designated in an approved map

under Schedule 1;

means a person who is supplied with gas conveyed
to premises at a rate which is reasonably expected

not to exceed 2,500 therms a year;

means the spatial unit used to elect local
government councillors into district council areas,
as at 15 March 2006. Any dispute as to the
boundaries of such spatial unit shall be determined
by the Authority by reference to the map of such
spatial unit held at the Northern Ireland Statistics

and Research Agency;
means the Energy (Northern Ireland) Order 2003;

means the area referred to in paragraphs 1.1(a),
1.1(e) and 1.2(b)-(g) of Schedule 1 (as comprising
part of the Licensed Area) which is designated
under Article 9 of the Order as being the area in
which the Licensee has exclusive authority to carry

on the conveyance of gas in accordance with the
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provisions of this Licence Document:.

2.

The areas to which conveyance exclusivity

under the licence is to be extended (until 31

December 2016) are:

(a)

the areas within the boundaries of the

following Electoral Wards:

(b)

1)
(i1)
(ii)
(iv)
(v)

Comber North;
Comber South;
Comber East;
Comber West; and

Lisbane; and

the Temple Quarry area comprising:

@

(ii)

(i)

@iv)

the premises at the Temple Quarry, 26

Ballycarngannon Road, Lisburn, BT27
6YA;

the land in on or over which the

Quarry Pipeline is situated;

any premises which are, at any given
location, situated within a 50 metre

radius of the Quarry Pipeline; and

the land in on or over which pipelines
are situated for the purpose of
conveying gas to premises specified in

paragraph (b)(iii) above,

where “the Quarry Pipeline” means the
distribution pipeline of the Licensee which
pipeline follows the route of the A24 (as

proceeding South from the boundary of the area

Page 6 of 265142



described in paragraph 1.1(a) of Schedule 1)
continuing South along the A24 to the junction
of the Carr Road, continuing North-West along
the Carr Road to the junction with the B178,
continuing South-West along the B178 to the
junction with the Ballycarngannon Road and
continuing south along the Ballycarngannon
Road to (and terminating at) the premises

specified in paragraph (b)(1) above.
(c)  the McQuillan Quarry area comprising:

@) the premises at the McQuillan Quarry,
15 Sycamore Road, Budore, BT29
4])E;

(i1)) the land in on or over which the
McQuillan Quarry Pipeline is situated;

(iii) any premises which are, at any given
location, situated within a 50 metre
radius of the McQuillan Quarry
Pipeline; and

(iv) the land in on or over which pipelines are
situated for the purpose of conveying
gas to premises specified in paragraph
(c)(iii) above,

where “the McQuillan Quarry Pipeline” means the
distribution pipeline of the Licensee which
pipeline follows the route of the Upper Springfield
Road, Divis Road, Tornaroy Road, Wheelers
Road, Tornagrough Road, Tullyrusk Road and
continuing along the Sycamore Road to (and
terminating at) the premises specified in paragraph

(c)(@) above.
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““exemption holder"” means the holder of an exemption under

Article 7 of the Order;

"exercise of powers of entry" means the Licensee entering any premises, in
accordance with the powers conferred by Schedule

5 of the Order;

"gas supplier" means any person authorised by licence under

Article 8 of the Order or by exemption under Article

7 of the Order to supply gas-ineladinethe Licensee

as-so-trthortsed-or-exempted,
“General Consumer Council” means the General Consumer Council for Northern
Ireland.
"Grant" means the commencing section of this

LicenceDoeumentLicence Document by which the
Department grants the Licensee each-ef-the
Leeneeslicence;

"information" includes documents, accounts, estimates, returns,

reports or other information;

"Licence Document" means the Grant of the-combinedliceneesthis
conveyance licence to the Licensee and Parts 152

and31and 2 of this conveyance licence together
with the feur-Schedules thereto;

"Licensed Area" means the area in which the Licensee is authorised

to convey-gas-and-to-supply gas pursuant to

Schedule 1 of this Licence Document;

“Licensed Business” means the activities connected with the conveyance
of gas pursuant to the conveyance licence granted

under paragraph 1(a) of the Grant;

"Licensee" means Phoenix Natural Gas Limited;
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"Network" “means all the pipe-lines (as defined by the Gas
(Northern Ireland) Order 1996, and shall also
include any plant, equipment or apparatus used for,
or for any purposes connected with, the conveyance
of gas) within the Licensed Area that are owned
and/or operated by any licensee, which pipe-lines
shall, in the case of conveyance to consumer’s
premises and for the purposes of this definition, be
deemed to terminate immediately prior to the inlet of

the first gas meter at such premises:”

"Order" means the Gas (Northern Ireland) Order 1996;

"person" means any company, firm, partnership, association,

body corporate or individual;
"quarter" means a period of three calendar months;

"related undertaking" means any undertaking in which any person has a
participating interest as defined by Article 268 of
the Companies (Northern Ireland) Order 1986;

"separate accounts" means the accounts which are to be prepared for

each Separate Business;

"Separate Business" means each of the activities of the Licensee

connected with:

(a)  the conveyance of gas by means of

. ol 5
iy | » cle S
by-means-et-distribution pipeline pursuant to
a licence granted in accordance with Article

(8)(1)(a) of the Order; and
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(eb) the storage of gas pursuant to a licence
granted in accordance with Article 8(1)(b) of
the Order:and.

¥ | " cle8(] ‘

the-Order;
each taken separately from one another and from
any other business of the Licensee or any affiliate or
related undertaking of the Licensee, but so that
where all or any part of any such business is carried
on by an affiliate or related undertaking of the
Licensee (save in respect of an affiliate or related
undertaking which has a separate licence or
exemption), such part of the business as is carried
on by that affiliate or related undertaking shall be
consolidated with any other such business of the
Licensee (and of any other affiliate or related
undertaking of the Licensee) so as to form a single

Separate Business; and

"subsidiary" has the same meaning as given to it in Article 4 of

the Companies (Northern Ireland) Order, 1986.

“transmission pipeline” means any pipeline having a design operating

pressure exceeding 7 bar gauge.

1.1.7 References to energy

References to amounts of gas in therms shall with effect from 1st January 2000 be

converted to equivalent amounts of gas in kilowatt hours.

1.1.8  Singular/plural

The terms defined under Condition 1.1.6 shall include the singular and the plural, as

the context requires.
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1.1.9

Application

The Conditions shall only apply to the activities of the Licensee carried out in

Northern Ireland.
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1.1.10 Grant

The licence to su

|

as referred to in paragraph 1(b) of the Grant was revoked with

the asreement of the Licensee on 2009.
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Condition 1.2: Long Term Development Plan

1.2.1

1.2.2

The Licensee's Development Plan

The Licensee shall:

(a)  continue to develop the Network in the Licensed Area in accordance with
paragraph 1 of Schedule 4 if at any time it has ceased under Condition 2.2.3 to
be entitled exclusively to convey gas to premises in any three districts or in the

whole of the Licensed Area;

(b)  such obligation shall include the development of the Network with respect to
those three districts or the Licensed Area as the case may be (notwithstanding
such cessation of exclusivity) as soon as is reasonably practicable having

regard to Schedule 4; and

(c)  where the Licensee should cease to be entitled exclusively to convey gas to
premises in any three districts, then such obligation to develop the Network
with respect to the other remaining districts shall be to do so whether or not the
Licensee should subsequently cease to be entitled exclusively to convey gas to

premises in any of those other remaining districts;

provided that the Licensee's obligations under this Condition 1.2.1 shall cease if
within six months of the Licensee's loss of exclusivity the Licensee has not continued
to develop the Network, in contravention of Condition 1.2.1(a), and the Authority has
not given the Licensee notice that it intends to make a provisional or final order for

the purposes of and under Article 42 of the Energy Order.

Annual Development Plan Report

Without prejudice to the generality of Condition 1.2.1 the Licensee shall no later than
the 1st March of each year provide the Authority with a report of its progress in the
development of the Network and-in-supphyingeas-in the Licensed Area for the

immediately preceding year ending on the 31st December having regard for;
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1.2.3

1.2.4

(a)  the development of the Network under paragraphs 1 and 4 of Schedule 4; and
(b)  the development of the markets under paragraphs 2 and 4 of Schedule 4,

and further shall by that report set out for the next succeeding three years its planned

development of the Network andits—cassupplymarketingplans-having regard to the
above matters. The obligations to provide such a report shall:e}— cease generally

in respect of the year following the twelfth anniversary of the date of the Grant and

each succeeding year thereafterand{e)-partienlarhy—withrecard-to-the-gassupply

Publication of Report

The Licensee shall, subject to any requirement to comply as is appropriate with the
listing rules (within the meaning of Part IV of the Financial Services Act 1986) of the
Stock Exchange and with Condition 1.2.4:

(a)  publish the report provided under Condition 1.2.2 in such form and manner as

the Authority may direct; and

(b)  send a copy of that report to any person who asks for one on payment of a
charge in respect of the cost incurred by the Licensee in complying with this
requirement which shall not exceed such amount as the Authority may from

time to time direct.

Particular interests

In complying with the requirements of Condition 1.2.3, the Licensee shall have

regard to the need for excluding, so far as practicable:

(a)  any matter which relates to the affairs of an individual, where the publication
of that matter would or might seriously and prejudicially affect the interests of

that individual; and

(b)  any matter which relates specifically to the affairs of a particular body of
persons, whether corporate or unincorporated where publication of that matter

would or might seriously and prejudicially affect the interests of that body;
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1.2.5

and in directing the publication of the report under Condition 1.2.3 the Authority
shall have regard, so far as practicable, to the need to exclude publication of a matter

that would or might seriously and prejudicially affect the commercial interests of the

Licensee in its business-comprisingthe-supply-of gasearried-out-under-the licenee

Determination by Authority of particular interests

Except in so far as the Authority consents to the Licensee not doing so, the Licensee
shall refer for determination by the Authority any question as to whether any matter
seriously and prejudicially affects the interests of an individual or a body of persons

or of the Licensee.

Page 15 of



Condition 1.3: Separate Accounts for Separate Businesses

1.3.1 Financial years

For the purposes of this Condition the first financial year of the Licensee shall run
from the 5™ September 2006 to 31st December 2007 and thereafter each financial

year of the Licensee shall run from 1st January to the following 31st December.

1.3.2  Separate Business Accounting

This Condition applies for the purposes of ensuring that the Licensee (in conjunction
with any affiliate or related undertaking of the Licensee) maintains internal

accounting and reporting arrangements which:

(a)  enable separate financial statements to be prepared for each Separate Business

and showing the financial affairs of each such Separate Business; and

(b) facilitate the avoidance of discrimination, cross-subsidisation or distortion of
competition between the Licensed Business and any other business of the

Licensee.

In this regard the Licensee shall not be required to prepare such financial statements
as if they were annual accounts (in relation to each Separate Business) prepared
under Article 236 of the Companies (Northern Ireland) Order 1986, but shall be

required to prepare such accounts in accordance with this Condition.

1.3.3  Separation of Internal Accounts

The Licensee shall keep proper books of account and records in such a form that the
revenues and costs, assets and liabilities of, or reasonably attributable to, each
Separate Business are separately identifiable in the books of the Licensee from those
of any other business. Then the Licensee shall, so far as is reasonably practicable,
prepare for each Separate Business on a consistent basis with its accounting records

in respect of each financial year, financial statements comprising:
(a)  aprofit and loss account;

(b)  a statement of net assets at the end of the period;
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(c)  acash flow statement for the period with a reconciliation to the financial

statements specified in sub-paragraphs (a) and (b) above; and.

(a)  abalance sheet.

1.3.4  Apportionment

The financial statements prepared under Condition 1.3.3 shall set out and fairly
present the costs (including depreciation), revenues, assets employed and liabilities
of, or as may be reasonably attributable to, each Separate Business and showing
separately and in appropriate detail the amounts of any revenue, cost, asset or liability

which has been:

(a)  charged from or to any other business of the Licensee (or of any affiliate or

related undertaking of the Licensee); and/or

(b)  apportioned between that Separate Business and any other business (such
apportionment to be undertaken in accordance with the basis of apportionment

approved by the Authority in accordance with Condition 1.3.5),

together with a description of the charge or basis of apportionment.

1.3.5 Basis of apportionment

The Licensee shall, before the financial year commencing on 1st January 1997, notify
the Authority of the basis of apportionment that it proposes to use for the financial

statements in respect of each Separate Business for that financial year, and:

(a)  the basis of apportionment in respect of those financial statements shall be the
basis so proposed by the Licensee unless the Authority following consultation

with the Licensee gives a direction requiring the use of any other basis; and

(b)  except in so far as the Authority consents to the Licensee doing so, the
Licensee shall not change any basis of apportionment used in the financial
statements in respect of any Separate Business for any financial year
subsequent to the financial year commencing on 1st January 1997 from the
basis used in the financial statements in respect of that Separate Business for

that financial year.
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1.3.6  Auditor's Reports

In respect of each set of financial statements prepared in accordance with this Condition

in respect of a financial year, the Licensee shall:

(a)  procure areport by the auditors and addressed to the Authority stating whether in
their opinion that set of financial statements have been properly prepared in
accordance with this Condition and give a true and fair view of the revenues,
costs, assets and liabilities of, or reasonably attributable to, the Separate Business

to which they relate; and

(b) use its reasonable endeavours to procure a report by the auditors and addressed to
the Authority verifying that the internal accounting and financial reporting
arrangements of the Licensee are implemented in such a way as to ensure that
there is no discrimination, cross-subsidisation or distortion of competition

between the Separate Business and any other business of the Licensee..

1.3.7  Copies of accounts and auditor's reports to be provided to the Authority

The Licensee shall provide the Authority with a copy of each set of financial
statements and auditor's reports required under this Condition as soon as reasonably
practicable and in any event not later than six months after the end of each financial

year.

1.3.8  Form of financial statements

Financial statements prepared for the purposes of this Condition shall, so far as
reasonably practicable and unless otherwise approved by the Authority having regard

to the purposes of this Condition:
(a)  conform to UK generally accepted accounting principles and practices;
(b)  state the accounting policies adopted; and

(c)  be so prepared to a level of detail as may reasonably be required by the
Authority and so that they may be reconciled with the published accounts of
the Licensee under the Companies (Northern Ireland) Order 1986.
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1.3.9  Publication of Accounting Statements

The Authority may for the financial year commencing on 1st January 2000 and each
succeeding financial year direct the Licensee to publish such accounting statements
and reports (including but not limited to an auditor's report) as the Licensee is

required to deliver to the Authority under this Condition 1.3 with the annual accounts

of the Licensee. Provided however, that any part of such statements and reports
which shows separately amounts charged, apportioned or allocated between Separate
Businesses, and describes the basis of charge or apportionment or allocation shall, at
the request of the Licensee, be excluded from publication where the Authority is
reasonably satisfied that publication would or might seriously and prejudicially affect

the commercial interests of the Licensee in its business.

1.3.10 Construction of "costs or liabilities"

References in this Condition to costs or liabilities of, or reasonably attributable to,
any Separate Business shall be construed as excluding taxation, capital liabilities
which do not relate principally to a particular Separate Business, and interest thereon;

and references to any accounting statement shall be construed accordingly.

1.3.11 Additional Definition

"UK generally accepted accounting principles and practices" means the principles
and practices prevailing from time to time in the United Kingdom which are
generally regarded as permissible or legitimate by the accountancy profession

irrespective of the degree of use.

1.3.12 The Licensee shall set out in notes to its annual accounts any transactions relating to

the Licensed Business over £500,000 with related undertakings.

For the purpose of this Condition 1.13.12, a “related undertaking” is:

(a) any company in respect of which the Licensee (or its parents or subsidiaries)

holds 20% or more of the shares;

Page 19 of



(b) any company in respect of which the Licensee (or its parents or subsidiaries)
has the right to appoint or to remove a majority of the members of the board
and is at the same time either a shareholder in that company or controls,
pursuant to a shareholders’ agreement, a majority of voting rights in that

undertaking.
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Condition 1.4: Provision of Information to the Authority

1.4.1

1.4.2

1.4.3

1.4.4

Furnishing information

Subject to Conditions 1.4.2 and 1.4.3 below, the Licensee shall+a+relationto-each
heence-granted-by-this Licence- Doecument; furnish to the Authority, in such manner

and at such times as the Authority may reasonably require, information as the
Authority may reasonably require or as may be necessary for the purpose of

performing:
(a)  the functions assigned to it by or under the Order or the Energy Order; and
(b)  any functions transferred to it under the Order or the Energy Order.

Licensee to comment on accuracy of information

This Condition shall not apply in respect of any function of the Authority under
Articles 14(1)(a) and 27 of the Order or under Article 7 of the Energy Order but the
Licensee shall, if requested by the Authority, give reasoned comments on the
accuracy (so far as it relates to any of its licensed activities), of any information or
advice which the Authority proposes to publish pursuant to Article 7 of the Energy
Order.

Condition 1.4 exclusive of other powers to require information

The power of the Authority to call for information under this Condition is in addition
to the power of the Authority to call for information under or pursuant to any other

Condition or Schedule.

Condition 1.4 and other powers to require information

Where the Licensee is or can be required to provide information to the Authority
under any Condition other than this Condition, there shall be a presumption that the
provision of that information in accordance with the Condition in question is
sufficient for the purposes of that Condition, but that presumption shall be rebutted
and shall not limit the right of the Authority to call for further information under

Condition 1.4.1 if it states in writing that in its opinion such information is, or is
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1.4.5

likely to be, necessary to enable it to exercise functions under the Condition in

question.

Limitation on obligation to furnish information

This Condition shall not require the Licensee to furnish any information which the
Licensee could not be compelled to produce or give in evidence in civil proceedings

in the High Court.
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Condition 1.5: Consultation with the General Consumer Council

1.5.1 Policy statements for General Consumer Council

The Licensee shall in due time consult with the General Consumer Council in the

formulation of:

(a) its policies for the conduct of its business activities relating to the conveyance

and-supphy-of gas insofar as they may affect consumers; and
(b)  the general arrangements for their implementation;

and shall:

(c)  give the General Consumer Council reasonable notice of the publication,
announcement or implementation (if no publication or announcement is made)
of details of any significant change in any such policies and general

arrangements; and

(d) give to the General Consumer Council as the General Consumer Council may
reasonably request an explanation of any such significant change and of the

implementation of those policies.
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Condition 1.6: Restriction on Use of Certain Information

1.6.1  Application

This Condition applies where the Licensee has a licence to convey gas by virtue of

the Grant.

1.6.2  Use of protected information

Where the Licensee or any affiliate or related undertaking of the Licensee receives
protected information, the Licensee shall (and shall procure that such affiliate or

related undertaking shall) procure:

(a)  that the Licensee shall not obtain any unfair commercial advantage from its
possession of protected information with respect to any Separate Business that

is not engaged in the conveyance of gas;

(b)  that protected information is not used by any other person for the purpose of

obtaining for that person:

(i)  any unfair commercial advantage from its possession of protected

information;
(i)  any licence;
(iii)) any exemption;

(iv)  control of any body corporate which, directly or indirectly, has the

benefit of any such licence or exemption; and

(c)  that protected information is not disclosed except with the prior consent in
writing of the relevant person to whose affairs the protected information

relates;
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provided that the obligation on the Licensee:

(d) to procure the above in relation to an affiliate or related undertaking which has

(e)

1.6.3

1.6.4

control of the Licensee (control being defined by Section 416 of the Income
and Corporation Taxes Act 1988), shall be to do so by using reasonable
endeavours and obtaining an appropriate contractual undertaking from that

affiliate or related undertaking in respect of such protected information; and

not to obtain any unfair commercial advantage from its possession of protected
information under Condition 1.6.2(a) shall be construed to exclude protected
information received by any Separate Business not engaged in the conveyance
of gas independently of the Separate Business engaged in the conveyance of

gas.

Compliance with directions

The Licensee shall implement such measures and procedures and take all such other
steps as shall be specified in directions issued by the Department from time to time
under Article 45 of the Order or otherwise for the purposes of this Condition as
reasonably appear to the Department to be requisite or expedient for the purpose of
securing compliance by the Licensee with its obligations under Condition 1.6.2 in the

conduct of its business to convey gas.

Limitation of non disclosure obligations

Condition 1.6.2(c) shall not apply to any disclosure of information:
(a) authorised by Article 63(3) or (4) of the Energy Order; or

(b)  made in compliance with the duties of the Licensee or any affiliate or related
undertaking of the Licensee under the Order or the Energy Order or by any

other requirement of a competent authority; or

(c)  made in compliance with the Conditions of the-licences—granted-by-this

Licence Document or any document referred to in this Licence Document with

which the Licensee or any affiliate or related undertaking of the Licensee is
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required by virtue of the Order or the Energy Order or sachticencesthis

Licence Document to comply.

1.6.5 Additional definition

In this Condition:

"protected information"

means any commercially confidential information
which relates to the affairs of a person who is not an
affiliate or related undertaking of the Licensee
holding a licence or exemption to convey, store or
supply gas or any affiliate or related undertaking of
that person which has been furnished to or
otherwise acquired by the Licensee under or
pursuant to or in the course of any dealings with that
person or any affiliate or related undertaking of his
other than information which is in, or comes into,
the public domain other than as a result of breach by
the Licensee of this Condition or of any Conditions

of-any-liceneecrantedunder this Licence

Document.
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Condition 1.7: Powers of Entry

1.7.1

1.7.2

1.7.3

Arrangements for powers of entry

The Licensee shall, unless it has done so before being licensed, in relation to eachthe
licence granted under paragraph 1(a)-and-paragraphHb) of the Grant and within six

months of such licence coming into force:

(a)  submit to the Authority a statement of its proposed arrangements in respect of

the matters mentioned in Condition 1.8;

(b)  if within 30 days of such submission the Authority notifies the Licensee that,
in its opinion, the arrangements are not sufficient for the purposes of Condition
1.8, make changes to the arrangements requisite to secure compliance with

such conditions as are specified by the Authority; and

(c)  make such arrangements;

and the arrangements so made in this Condition and in Condition 1.8 are referred to

as "the arrangements".

Changes in arrangements for extensions to licence

In the event of an extension of its licence, the Licensee shall ensure that the
arrangements remain sufficient for the purposes of Condition 1.8 and shall make,

subject to Condition 1.7.3, any necessary changes.

Consent of Authority to changes

The Licensee shall not make any material change to the arrangements except with the
consent of the Authority, which consent shall not be unreasonably withheld and shall
be deemed to have been given, unless refused in writing within 2 months of receipt

by the Authority of the application to make a material change by the Licensee.
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1.7.4  Conduct with domestic consumers

The Licensee shall use its best endeavours to ensure that, so far as is reasonably
practicable, when exercising powers of entry under Schedule 5 to the Order, it
conducts itself towards domestic consumers to whose premises the Licensee arranges

for gas to be conveyed ersupphied-in conformity with the arrangements.
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Condition 1.8: Authorisation of Persons

1.8.1  Steps to be included in the arrangements

The arrangements shall comprise all reasonable steps:

(a)

(b)

(©)

(d)

(e)

for securing that no person is authorised for the purpose of any provision of
Schedule 5 to the Order unless in the reasonable opinion of the Licensee he is

a fit and proper person to enjoy the rights conferred by that provision;

for securing that any person authorised for the purpose of any provision of
Schedule 5 to the Order possesses appropriate expertise to perform the
particular task that he will be required to undertake under the provision in

question;

for securing that a member of the public may readily confirm the identity or
authority of a person authorised for the purpose of any provision of Schedule 5

to the Order;

for securing that identity cards, uniforms, liveried vehicles and other things
conveying evidence of authority or identity in relation to the Licensee are not

misused; and

for securing that all persons authorised by the Licensee comply with the
provisions for entry where any justices' warrant is issued under Schedule 5

paragraph 6 to the Order.

1.8.2  Licensee not to authorise a person to exercise any powers of entry unless steps

described in the arrangements above are complied with

The Licensee shall not authorise any person to exercise any powers of entry

conferred by Schedule 5 to the Order unless the steps provided for in the

arrangements described in Condition 1.8.1(a), (b) and (c) have been complied with

and it appears to the Licensee that he is such a fit and proper person.
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1.8.3  Licensee to take reasonable steps to keep relevant persons informed

Except in so far as the Authority otherwise consents, if in respect of any premises any
person so authorised is an officer or employee of an agent of the Licensee, the
Licensee shall take reasonable steps to inform and keep informed all persons to
whom the information is relevant, including its domestic consumers and any other

licence holders, naming the agent in question and shall give that information in a

verifiable and authoritative manner.
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Condition 1.9: Exercise of Powers of Entry

1.9.1 Licensee to avoid undue disturbance

In exercising the powers of entry conferred on it by Schedule 5 to the Order, the
Licensee shall avoid undue disturbance to owners or occupiers of premises as a result

of visits being made to their premises by persons authorised by the Licensee.

1.9.2  Construction of Condition 1.9.1

In this Condition any reference to the conferring on the Licensee of powers of entry
under Schedule 5 to the Order or to the exercise of such powers shall be construed as
a reference to the conferring on a person authorised by the Licensee of such powers

and the exercise by such an authorised person of those powers.
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Condition 1.10: Modifications

1.10.1 Modification of Licence Conditions

The Conditions of each-ef-the Licenceslicence granted by this Licence Document are

subject to modification in accordance with their terms or with Articles 9, 14, 17, 17A
or 18 of the Order or with any provision for the modification of the same in the

Energy Order.
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Condition 1.11: Assignment of LiceneesLicence

1.11.1 Licensee's ability to assign its licence

For the purposes of Article 12 of the Order, the Licensee with the prior consent of the

Authority, may assign either-or-both-efitsticenceseither senerallyor{a)in-the-ease
ofa licence granted under paragraph 1(a) of the Grant; either generally, or so far as

relating to the whole or any part of the Licensed Area:-and.

1.11.2 Matters affecting an assignment

In deciding whether to give its consent under Condition 1.11.1 the Authority shall
apply those criteria contained in Article 12(3) of the Order, and any consent shall be
subject to compliance with the matters determined by the Authority under Article

12(4) of the Order.

1.11.3 Licensee may not otherwise assign its Heeneeslicence

Save as the Licensee is authorised to assign its ieeneeslicence under this Condition,

the Licensee may not otherwise assign its Heenreeslicence without the consent of the

Authority.
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Condition 1.12: Transfer of Business

1.12.1 Restrictions on transfer of business in conveying gas

Subject to Condition +42-3;1.12.2, the Licensee shall not transfer to another person
(the "transferee") all or part of any of its business comprising the conveyance of gas

carried out under the licence givengranted under paragraph 1 (a) of the Grant.

continued-effeet-to-the-purpese-ef-such-eenditions+123——Exception to
CenditionsCondition 1.12.1-apd 41422
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Nothing in Conditions 1.12.1 and+-42-2-shall prevent the Licensee from transferring
all or the relevant part of its businesses to the assignee where the Authority has
consented to the assignment of all or the relevant part of anythe licence under Article
12 of the Order or the Licensee has assigned all or the relevant part of its licence in

accordance with Condition 1.11.
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Condition 1.13: Disposal of Relevant Assets

1.13.1 Licensee not to dispose of or relinquish operational control of relevant assets

Except:

(a)  inrelation to an assignment permitted under Condition 1.11 and the disposal or
relinquishing of operational control of any relevant asset necessary for the

assignment to have effect; or

(b)  inrelation to a transfer of business permitted under Condition 1.12 and the
disposal or relinquishing of operational control of any relevant asset necessary

for the transfer to have effect; or
(c)  inso far as the Authority consents to the Licensee so doing; or

(d) inrelation to relevant assets which do not form an integral part of the Network,
or are not otherwise required for continuous system control and data
acquisition or the safe and continuous operation of the Network, which may be

the subject of arms length asset and financing leasing arrangements;

the Licensee shall not dispose of or relinquish operational control over any relevant
asset if the disposal or relinquishing of control would materially affect its ability to
discharge its obligations under the Order or the Energy Order or the carrying on of
activities authorised or required by this Licence Document and any question arising
under this Condition 1.13.1 as to whether such disposal or relinquishing of control is

such as aforesaid shall be determined by the Authority.

1.13.2 Notice to be given to Authority

Save as provided in Condition 1.13.3 or in so far as the Authority otherwise consents,
the Licensee shall give to the Authority not less than two months' prior written notice
of its intention to dispose of or relinquish operational control over any relevant asset,
together with such further information as the Authority may request relating to such
asset or the circumstances of such intended disposal or relinquishment of control or
to the intentions in regard thereto of the person proposing to acquire such asset or

operational control over such asset.
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1.13.3

1.13.4

Notice not required for minor disposals

The Licensee shall not be required to give the Authority any notice of its intention to
dispose of or relinquish operational control of any relevant asset having a value of
less than 5£20,000 in September 1996 prices (such sum to be adjusted annually by

reference to the retail price index), provided that:

(a)  the disposal of or relinquishing of operational control of such relevant asset
would not materially affect the Licensee's ability to discharge its obligations
under the Order or the Energy Order or the carrying on of activities required

by this Licence Document; and

(b)  the disposal or relinquishing of any such relevant assets does not exceed an
aggregate value of ;£200,000 in September 1996 prices (such sum to be
adjusted annually by reference to the retail price index), in any period of

twelve months.

Disposal allowed with consent of the Authority

The Licensee may dispose of or relinquish operational control over any relevant asset

where:

(a)  the Authority confirms in writing that it consents to such disposal or
relinquishment before such disposal or relinquishment occurs (which consent
may be made subject to the acceptance by the Licensee or any third party in
favour of whom the relevant asset is proposed to be disposed or operational
control is proposed to be relinquished of such conditions as the Authority may

specify); or

(b)  the Authority does not inform the Licensee in writing of any objection to such
disposal or relinquishment of control within the notice period referred to in

Condition 1.13.2.
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1.13.5

1.13.6

1.13.7

Consultation with other licence holders

Any consent of the Authority pursuant to Condition 1.13.4 shall be given after the
Authority shall have consulted and taken into consideration any representations made
in a timely manner by any other licence holder liable to be materially affected by the

disposal in question.

Construction of relevant asset

For the purposes of this Condition, relevant asset means any part of the Network
operated from time to time by the Licensee or any gas plant used by the Licensee for
or for purposes connected with the conveyance of gas-ersupply-of-eas in the

Licensed Area, together with any estate or interest in land required for the utilisation

of the Network or gas plant erany-preperty-necessary-in-the-supphrefgasnot
comprised in the Network. Provided-thatafter 31stDecember2004-anyrelevant

Additional Definition

In this Condition:

"disposal"” includes any sale, assignment, gift, exchange, lease, licence, the
grant of any right of possession, loan, security, mortgage, charge
or the grant of any other encumbrance or the permitting of any
encumbrance to subsist or any other disposition to a third party

and "dispose" shall be construed accordingly.
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Condition 1.14: Payment of Fees

1.14.1

1.14.2

1.14.3

Licensee to pay annual fee

In respect of each year, beginning with the date of the Grant for the first year and 1st
April for each subsequent year, during which-each-ticencegranted-to-the Licensee by
this Licence Document is in force, the Licensee shall pay to the Authority fees of the
amounts specified in/determined under the following provisions of this Condition

("the annual fees") except that where any-tHeeneethis Licence Document is in force

for part only of such a year, the fees in respect of that year shall be the proportionate

part of the annual fees.

Date of payment

Within 30 days of the Authority giving the Licensee notice of the sum due, the
Licensee shall pay to the Authority a sum not exceeding ;£250,000 determined by the
Authority in accordance with the principles set out in Conditions 1.14.3(a) and (b) in
respect of the fee payable for the year commencing on the date of the Grant and
ending on 31st March 1997, and for each subsequent year commencing on 1st April
the fees payable by the Licensee under this Condition shall be payable by the

Licensee within 30 days of the Authority giving the Licensee notice of the sums due.

Amount of annual fee

In respect of the year beginning on 1st April 1997 and in each subsequent year, the
Licensee shall pay to the Authority in relation to each-licencesranted-by-this Licence

Document a fee which is the aggregate of the following amounts:

(a)  an amount equal to the proportion which the Authority shall determine in
relation to thatthe licence of the amount estimated by the Authority, according
to a method which has previously been disclosed in writing to the Licensee, as
likely to be its costs during the year in question (i) in the exercise of its
functions under the Order and the Energy Order in relation to the holders of
licences granted under ArtielesArticle 8(1)(a)yand+e) of the Order and (ii) in
connection with the establishment of the Authority and the transfer to the
Authority of the functions, property, rights and liabilities of the Director;
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(b)

(©)

(d)

in relation to the licences granted under Article 8(1)(a) and-(e)-of the Order, an
amount equal to the proportion which the Authority shall determine in relation
to that licence of an amount notified to the Authority by the General Consumer
Council and approved by the Department as being the General Consumer
Council’s estimate of its likely costs during the year in question in the exercise
of the functions relating to gas assigned to it by or under the Order and the
Energy Order and any other such functions as it has been or may be required to
exercise by the Authority or, in the event that the Authority shall not have
received such notification by 31 July in the year in question, an amount equal
to the said proportion of an amount being the Authority’s estimate of such
likely costs (having regard to any estimate of such costs in any forward work
programme published by the General Consumer Council in respect of the year

in question);

an amount which is a proportion as determined by the Authority of the amount
estimated by the Authority (in consultation with the Competition Commission)
as having been incurred in the year immediately preceding the year in question
by the Competition Commission in connection with references made to it

under Article 15 of the Order with respect:H)——~n—+elation to the licence or

any other licence granted under Article 8(1)(a) enly)-te-the icencegranted

Bl el D e epe e Do s e nc e e el o L of the
Order; and

the difference (being a positive or negative amount), if any, between:

(i)  the amount of the fee paid by the Licensee in respect of the year
immediately preceding the year in question in relation to that licence
less any refund paid to the licensee in respect of that year under

paragraph 1.14.4 below; and

(i1))  the amount which that fee would have been in respect of that year:(aa)

had the amount comprised therein under Condition 1.14.3(a)
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been calculated by reference to the total costs of the Authority in
connection with its functions under the Order and its functions in
relation to gas under the Energy Order (or, where that year commenced
on 1 April 2002, the total costs of the Director including, without
limitation, any costs incurred by the Director in preparation for the
establishment of the Authority, the transfer to the Authority of the
functions, property, rights and liabilities of the Director and the

abolition of the office of the Director), and the proportion thereof

actually attributable to that licence; and

OPEOPHa : ton-the actaallyv-attributa hat leenee: such total costs

being apportioned in each case as determined by the Authority according to a method

previously disclosed in writing to the Licensee;

provided that the total fees payable by the Licensee in respect of the amounts
determined by the Authority under Conditions 1.14.3(a) and (b) shall not: in
respect of the year ending on 31st March 1997 exceed, £250,000; and in
respect of any subsequent year commencing on 1st April exceed ;£500,000

adjusted from September 1996 annually by reference to the retail price index.

1.14.4 In respect of each year beginning on the 1st April 1998 and for each subsequent year

the Authority may pay the licensee an amount (‘“‘the refund”) calculated in
accordance with the method previously disclosed in writing to the licensee and by

reference to the difference between:

(a) the proportion of the licence fee for that year paid by the licensee which is
attributable to the Authority’s estimate in accordance with paragraph 1.14.3(a)
and the estimate of the General Consumer Council or the Authority (as

appropriate) in accordance with paragraph 1.14.3(b) above; and
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1.14.5

(b) the Authority’s reasonable revised estimate of those costs (taking account of
any revised estimate of the costs referred to in paragraph 1.14.3(b) which is
approved by the Department and notified to the Authority by the General

Consumer Council;

provided that any such refund shall be paid to the licensee on or before 31st March in

the year to which the licence relates.

Definition for the purpose of this Condition

In this Condition 1.14, the “Director” means the Director General of Gas for

Northern Ireland.
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Condition 1.15: Notices

1.15.1

Notices

All notices to be given under any Condition of either-ofthe Heereeslicence granted

by this Licence Document shall be in writing and shall be deemed to have been
properly given if delivered in person or sent by registered mail or transmitted by
facsimile to the relevant party at the address set out below or at such other address as

that party may from time to time specify in writing to the others:

Licensee: Phoenix Natural Gas EtdLimited
197 Airport Road West
Belfast
BT3 9ED
Northern frelandFaesimilelreland
Facsimile Telephone Number 028 9055 5500

Authority:  Northern Ireland Authority for ErereyUtility Regulation,
Brool Buildines.
Queen’s House,
42 Feuntainl4 Queen Street,
Belfast, BT1 SEE6ER
Facsimile Telephone Number (02890) 344740311575

Department: Department of Enterprise, Trade and Investment,
Energy Division,
Netherleigh-Heuse,
Massey Avenue,
Belfast, BT4 2JP
Facsimile Telephone Number (02890) 529549
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1.15.2 Receipt

Any notice given under the provisions of Condition 1.15.1 shall be deemed to have

been duly delivered and received:
(i)  at the actual time of delivery, if delivered personally;

(i)  three (3) working days subsequent to the date of posting, if sent by registered

mail; and

(ii1)  at the time of receipt, if transmitted by facsimile where there is confirmation of
uninterrupted transmission by a transmission report and provided that the
original of the notice is then delivered personally or sent by registered mail as

soon as reasonably practicable.
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Condition 1.16: Independence of the Licensed Business

1.16.1 Application

This Condition shall apply where the Licensee (or any affiliate or related undertaking

of the Licensee) is at any time carrying on the activities of a Gas Supply Business.

1.16.2 Managerial and operational independence

Where this Condition applies the Licensee shall:

(a) unless it has already done so prior to this Condition coming into force, establish;

and
(b) at all times thereafter maintain,

the full managerial and operational independence of the Authorised Business

from any Associated Business.

1.16.3 Means of achieving such independence

In order to facilitate its compliance with Condition 1.16.2, the Licensee shall use all

reasonable endeavours to ensure that:

(a) the Authorised Business is provided with such premises, systems, equipment,
facilities, property, personnel, data and management resources as are necessary

for its efficient and effective managerial and operational independence;

(b) it does not hold or acquire shares in any Gas Supply Business that does not form
part of the Authorised Business or in any Holding Company of any such Gas
Supply Business;

(c) subject to any financial supervisory rights of a Holding Company of the Licensee
as provided for in the Licensee’s financial plan, commercial and operational
decisions relating to the operation, maintenance and development of the
Licensee’s Network are taken only by those persons who are employed by, and

are engaged in the operation and management of, the Authorised Business;

Page 45 of



(d)

(e

any Associated Business may not use or have access to:

®

(ii)

(iii)

(iv)

premises or parts of premises occupied by persons engaged in the

management or operation of the Authorised Business;

systems for the recording, processing or storage of data to which persons
engaged in the management or operation of the Authorised Business also

have access;

commercially sensitive or confidential information relating to, or derived

from, the Authorised Business;

equipment, facilities or property employed for the management or

operation of the Authorised Business; or

it can and does, insofar as is legally possible:

@

(i)

ensure that any director of the Licensee is not at the same time also a
director of a company which carries on a Gas Supply Business that does

not form part of the Authorised Business; and

prevent any person who has ceased to be engaged in the management or
operation of the Authorised Business from being employed by, or engaged
in the activities of, any Associated Business until the expiry of an
appropriate time from the date on which he ceased to be engaged by the

Authorised Business.

1.16.4 Additional Definitions

In this Condition:

“Act” means the Gas Act 1986, as amended from
time to time;
“Associated Business” means any business, other than the Authorised

Business, of the Licensee (or of any affiliate
or related undertaking of the Licensee) which

is carrying out any activity that requires

Page 46 of



“Authorised Business”

authorisation in accordance with either Article
6(1) of the Order or section 5(1) of the Act or
which is involved in the production or

purchase of gas;

means the Licensed Business, taken together
with-Gfapphieable)-either-{a)—, where the
Licensee has so notified the Department and
the Authority, any business of the Licensee
(or of any affiliate or related undertaking of
the Licensee) that is carrying out activities

that require authorisation in accordance with

Atrticle 6(1)(a) of the Order or with section
5(1)(a) of the Act;-execept—thatthe Licensee
. | i eati | |

b

t“Gas Supply Business’

“Holding Company”

means any business carrying out activities that
require authorisation in accordance with
Atrticle 6(1)(c) of the Order or section 5(1)(b)
of the Act; and}

has the meaning given to it in Article 4 of The

Companies (Northern Ireland) Order 1986.
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Condition 1.17: Business Separation Compliance Plan

1.17.1 Application

This Condition shall apply where Condition 1.16 applies to the Licensee.

1.17.2 Submittal of plan

The Licensee shall, no later than 28 days after Condition 1.16 first applies to the
Licensee , prepare and submit to the Authority (for its approval) a compliance plan
(the “Compliance Plan”) setting out the practices, procedures, systems and rules of
conduct which the Licensee has adopted, or intends to adopt, together with the

timescales for adoption, to ensure its compliance with Condition 1.16.

1.17.3 Complying with Compliance Plan

The Licensee shall use its best endeavours to comply with the Compliance Plan as
approved by the Authority and revised from time to time in accordance with this

Condition 1.17.

1.17.4 Authority’s role

The Authority may:

(a) within 30 days of the Licensee submitting an initial or revised Compliance Plan;

or

(b) following any review of the Compliance Plan that the Authority may conduct

from time to time,
serve notice on the Licensee:

(c) informing the Licensee that, in the Authority’s opinion, the Compliance Plan is
not, or is no longer, sufficient for the purposes of the Licensee’s compliance

with Condition 1.16; and
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(d) requiring the Licensee to make such revisions to the Compliance Plan as, the
Authority’s opinion, are necessary or expedient in order for the Compliance
Plan to be sufficient for the purposes of ensuring the Licensee’s compliance or

continued compliance with Condition 1.16.

1.17.5 Revision of Compliance Plan

Where the Licensee receives a notification in accordance with Condition 1.17.4, it
shall, within 30 days, revise the Compliance Plan, in such manner and to such extent
that will reflect the Authority’s requirements and ensure that it is sufficient for the

purposes of ensuring the Licensee’s compliance with Condition 1.16.

1.17.6 Review of Compliance Plan

The Licensee shall, on at least an annual basis during the period in which Condition

1.16 is in force, review its Compliance Plan so as to ensure:
(a) its continued compliance with its obligations under Condition 1.16; and

(b) that the information set out therein shall continue to be accurate in all material

respects.

1.17.7 Authority approval

Where the Licensee revises its Compliance Plan, either in accordance with Condition
1.17.5 or following a review conducted by it in accordance with Condition 1.17.6, it

shall submit the revised Compliance Plan to the Authority for its approval.

1.17.8 Facilitating compliance with the Compliance Plan

The Licensee shall ensure that persons engaged in the management and operation of

the Licensed Business:

(a) are made aware of the practices, procedures, systems and rules of conduct set out

in the Compliance Plan;

(b) have the necessary information and facilities to comply with their respective

obligations as provided for in the Compliance Plan; and
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(©

are aware of the disciplinary procedures that may be activated should they fail to

comply with their obligations under the Compliance Plan.

1.17.9 Compliance Manager

The Licensee shall, following consultation with the Authority, appoint a senior

member of its personnel engaged in the management and operation of the Licensed

Business as a compliance manager (the “Compliance Manager”) for the purpose of

facilitating compliance with its obligations under Condition 1.16 and with its

Compliance Plan.

1.17.10 Assisting the Compliance Manager

The Licensee shall ensure that the Compliance Manager has access to such staff,

premises, systems, information, documentation, equipment, facilities and other

resources as he might reasonably expect to require to fulfil the duties and tasks

assigned to him.

1.17.11 Duties of the Compliance Manager

The duties and tasks assigned to the Compliance Manager shall include:

(a)

(b)

(©

(d)

providing relevant advice and information to the Licensee for the purpose of

ensuring its compliance with Condition 1.16 and with the Compliance Plan;

monitoring the effectiveness of, and the Licensee’s compliance with, the

Compliance Plan;

investigating any complaint or representation received by the Licensee from any
person in respect of any matter arising under or by virtue of Condition 1.16 or in

relation to the Compliance Plan;

recommending and advising upon the remedial action which any such
investigation has demonstrated to be necessary or desirable, including where
necessary revising the Compliance Plan to reflect such recommendation and

advice; and
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©)

reporting, at such frequency as is determined in writing by the Authority, to the
directors of the Licensee on his activities during the period covered by the report,
the investigations he has conducted and on progress implementation of the

Compliance Plan.

1.17.12 Report of Compliance Manager

The Licensee shall, at such frequency as is determined in writing by the Authority but

no less than twice every twelve months submit a report to the Authority:

(a)

(b)

(©

detailing the activities of the Compliance Manager during the period covered by

the report;

providing a progress update on the Licensee’s implementation of the Compliance

Plan;

setting out the details of any investigations conducted by the Compliance

Manager, including:

(1) the number, type and source of the complaint or representation on which

such investigations were based;
(i1) the outcome of such investigations; and

(ii1))  any remedial action taken by the Licensee following such investigations.
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PART 2
CONDITIONS APPLICABLE TO THE CONVEYANCE OF GAS
BY THE LICENCE HOLDER

Condition 2.1: Interpretation and Construction

2.1.1  Definitions

In this Part 2, except where expressly stated to the contrary and unless the context

otherwise requires, the following terms shall have the meanings ascribed to them below:

"Ballvlumford to T ]

between
. e line " Ballvlumord-and T ;
"conveyance charges" means the charges made by the Licensee for the

conveyance of gas;

"conveyance services" means all services provided by the Licensee of
conveying gas to, through and within the

Licensed Area;

P
"Formula Year" means a year commencing on 1st January;
"Network Code" Meansasthe contextrequires—the Fransmission

N K Code. the Distribution N K Cod
beth-efthemmeans the network code as prepared
by the Licensee under Condition 2.5.2;

"non standard gas credit meter"  means a gas credit meter owned by the Licensee

which is not a standard gas credit meter;
"non standard gas meter" means either a non standard gas credit or pre-
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"non standard gas pre-payment

meter”’

"owned"

"standard gas credit meter"

"standard gas meter"

"standard gas pre-payment meter"

" . . . . "

"transportation arrangements"

2.1.2  Singular/plural

payment meter;

means a gas pre-payment meter owned by the
Licensee which is not a standard gas pre-payment

meter;

means in relation to any gas meter title in or
control over a meter and includes meters leased

to a person;

means a gas credit meter of a type so specified

and owned by the Licensee;

means either a standard gas credit or pre-payment

meter;

means a gas pre-payment meter of a type so

specified and owned by the Licensee;

L e line_havi Josi )

means the arrangements which licence holders or
exemption holders may have with the Licensee to
have gas introduced into, conveyed by means of

and taken out of the Network ;

The terms defined under 2.1.1 shall include the singular and the plural, as the context

requires.
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Condition 2.2: Territorial Scope and Exclusivity

2.2.1  Territorial Scope

The Licensee is authorised to convey gas from one place to another in the Licensed Area

2.2.2  Exclusivity

Subject to Conditions 2.2.3, 2.2.5 and 2.2.6, the Licensee shall be entitled exclusively to
convey gas to premises in the Exclusive Area until 04 September 2006 and thereafter
until 31st December 2016 unless, prior to that date, the Authority determines that the
continuation of the exclusive authority granted by this Condition 2.2.2 is no longer
necessary or expedient for the efficient operation of conveyance of gas to premises in the
Exclusive Area and accordingly terminates the Licensee’s exclusivity for all or part of

the Exclusive Area by notice in writing to the Licensee.

2.2.3  Loss of Exclusivity in a district and the Licensed Area

Subject to Condition 2.2.4, the Licensee shall cease to be entitled exclusively to convey
gas to any premises in a district within the Exclusive Area where the Authority

determines on notice to the Licensee:

(a)  that the Licensee has not in that district commenced to install or installed and
brought into operation or made readily capable of being brought into operation

distribution pipe-lines in accordance with paragraph 1 of Schedule 4; or

(b)  prior to the twelfth anniversary of this licence coming into force, that the Licensee

has refused a request by either:

(i)  agas supplier for the connection of premises in that district to the Network

in order to give a supply; or

(i1))  the owner or occupier of premises in that district for the connection of

premises to the Network;

and:
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(ii1)) that gas supplier or owner or occupier is willing to pay the charge for
connection for the premises as determined under Condition 2.4 and comply
with the Licensee's other terms for connection as also determined under

Condition 2.4; and

(iv)  at the time of the request the infill date in accordance with paragraph 1(b)
of Schedule 4 has passed with respect to the district in which the premises

are located;

and subject to Condition 2.2.4, the Licensee shall cease to be entitled exclusively to

convey gas to any premises in the whole of the Exclusive Area where:

(c)  with the exception of the district of Larne, the Authority has determined on notice
to the Licensee that the Licensee should cease to be entitled exclusively to convey

gas to premises in three or more districts under this Condition 2.2.3; or

(d)  the Department modifies Condition 2.2.2 and Schedule 1 pursuant to Article 9(5)
of the Order where it is satisfied on reasonable grounds of a contravention by the
Licensee of any of the following conditions which are “relevant conditions” for

the purposes of Article 9 of the Order ("relevant conditions"):
1) Conditions 1.3.3,1.3.4,1.11, 1.12 and 1.13; and

(i1))  Conditions 2.3.4 (but excluding Condition 2.3.4(c)), 2.3.5, 2.3.6, 2.4.6,
(but excluding Condition 2.4.6(c)), 2.4.9, 2.6.1, 2.6.2, 2.6.3 and 2.6.4.

Disapplication of Condition 2.2.3

Without prejudice to any other means of modifying this licence under Condition 1.10
and the Order or the Energy Order, where the Authority determines on notice to the
Licensee that the Licensee should cease to be entitled exclusively to convey gas to

premises under Condition 2.2.3 , then:

(a)  that determination shall not have effect for 28 days commencing with the date of

the notice of the determination;

(b)  the Licensee may within 28 days of the date of the notice of the determination

request the Authority by notice to the Authority (a "disapplication notice"), not to
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apply the relevant paragraph of Condition 2.2.3 in which event the determination

shall not apply;

(c)  unless within six months of the date of the disapplication notice the Authority
makes a reference to the Competition Commission under Article 15 of the Order
relating in whole or in part to the modification of Condition 2.2.2, the relevant
paragraph of Condition 2.2.3 will continue not to be applied after that period has

passed in respect of the premises concerned; and

(d)  inthe event of such areference to the Competition Commission under paragraph
(c) above, the Commission gives a report, then until the Leenees—givenlicence

oranted under paragraph 1(a) of the Grant shall be modified in accordance with

the Order in relation to that reference, the Licensee shall remain entitled
exclusively to convey gas with respect to and notwithstanding the relevant

paragraph of Condition 2.2.3.

2.2.5 Loss of Exclusivity in respect of particular premises

Following the twelfth anniversary of this licence coming into force, the Licensee shall
cease to be entitled exclusively to convey gas to particular premises where the Authority
determines it has refused a request by either a gas supplier for the connection of those
premises to the Network, in order to give a supply, or the owner or occupier of the
premises for the connection of those premises to the Network, and that the gas supplier
or owner or occupier is willing to pay the charge for connection as determined under
Condition 2.4 and comply with the Licensee's other terms for connection as also

determined under Condition 2.4.

2.2.6  Conveyance of Gas for Transhipment

Nothing in Condition 2.2.2 shall exclude the entitlement of any other person authorised
by licence or exemption to convey gas through pipe-lines in the Licensed Area provided
that such person does not convey gas to premises in the Exclusive Area other than as

may be conveyed to premises solely for the operation of its gas plant.
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2.2.7

Additional duty to provide information

The Licensee shall advise the Authority by its report given under Condition 1.2 in
respect of the immediately preceding year whilst that Condition applies, and thereafter
by a report provided to the Authority no later than 1st March of each year for the

immediately preceding year ending on the 31st December, of:

(a)  the number of requests made by gas suppliers and owners or occupiers of
premises to connect premises to the Network distinguishing between domestic

consumers and non domestic consumers;
(b)  the number of connections made or agreed to be made by the Licensee;

(c)  the length and route of distribution pipe-line installed by the Licensee in each
district (and whether or not it was at operational pressure in any period), and the
length and route of infill distribution pipe-line and in respect of the latter the

number of premises to which a connection has been and may be made; and

(d) capital expenditure on transmissien—and-distribution pipe-lines, gas plant, and
other apparatus utilised by the Licensee in the conveyance of gas in aggregate for

the Licensed Area and individually in respect of each district.
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Condition 2.3: Conveyance Charges, Other Terms for the Conveyance of Gas

and the provision of Conveyvance services

2.3.1 Determination of conveyance charges by the Licensee

Conveyance charges shall be determined by the Licensee as+toHows:

the-same-inaccordance-with-Cenditton 23 2andb)y—in respect of Formula

Year 1999 and each Formula Year thereafter and the Licensee shall subject to the

provisions of Conditions 2.3.8, 2.3.14 and 2.3.7A, as the case may be, establish
the methods and principles on which conveyance charges shall be determined for
gas suppliers wishing and entitled (or entitled within the Formula Year in respect
of which the methods and principles shall be determined or the next following
Formula Year), to use the Network and the Licensee shall publish the same in
accordance with CenditienConditon 2.3.2: provided that for the purposes of
Condition 2.3.1(a) in establishing the methods and principles on which
conveyance charges shall be determined the Licensee shall do so in a manner

consistent with the subsequent application of the provisions of Condition 2.3.8.

2.3.2 Publication of conveyance charges and other terms for the conveyance of gas

Subject to Condition 2.3.3:

(a)  the licensee shall (no later than 1 October in each preceding year), for the

forthcoming year, publish a statement of:

(i)  its conveyance charging methodology for the use of the Network by gas
suppliers for that forthcoming Formula Year, by which any such gas
supplier may reasonably be able to calculate applicable conveyance

charges; and
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234

(i)  its other terms for the use by them of the Network (and in relation to the

Network Code by reference to the Network Code);

in such manner as will secure adequate publicity for it; and

(b)  the Licensee shall send a copy of any such statement to any person who asks for

one;

and subject to Condition 2.3.4(b) such statement shall clearly distinguish cases and
classes of cases of gas supplier for whom the conveyance charging methodology may

result in differing conveyance charges.

Approval of Authority to conveyance charges and other terms for the conveyance of gas

No later than one month and five working days before it intends to publish its statement
under Condition 2.3.2 the Licensee shall notify the Authority of the contents of that

statement, and:

(a)  provide the Authority with such information as will enable the Authority to be
reasonably satisfied that the methodology and principles for the conveyance
charges have been determined in accordance with the provisions of Condition

2.3.8;

(b)  provide the Authority with an explanation of the other terms for conveyance set

out in the statement; and

(c)  prior to publication, obtain the Authority’s approval to the form and content of

that statement.

Charging for the conveyance of gas and prohibition on undue discrimination

The Licensee shall:

(a)  unless the Authority otherwise consents, not charge for the conveyance of gas in
the Network during any Formula Year, or apply other terms for the conveyance of
gas on any basis other than contained in its statement of conveyance charges

published under Condition 2.3.2 in respect of that Formula Year;
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2.3.6

(b)  not show any undue preference towards or undue discrimination against any gas
supplier or case or classes of cases of gas supplier in the conveyance charges
made or other terms for the conveyance of gas applied in relation to the Network;

and

(c)  within 28 days of receiving a request for the quotation of conveyance charges for
specified conveyance services by a gas supplier, provide the gas supplier with a
specific statement of the conveyance charges and other terms for the conveyance
of gas applicable to the conveyance services for which the gas supplier requested

a quotation;

and for the purposes of Condition 2.3.4(c) and the Licensee's obligation to provide a
specific statement of conveyance charges, a request for the quotation of conveyance
charges for specified conveyance services shall be treated as such if it is in such form as
the Licensee can reasonably be expected to provide a specific statement of conveyance

charges in return.

Licensee's obligation to provide services for the conveyance of gas in accordance with

the Network Code

The Licensee shall provide gas suppliers with conveyance services in accordance with

the Network Code.

Resolution of Disputes

The Authority may, on the application of any person entitled (or claiming to be entitled)
to require conveyance services by the Licensee, will refer the application in the first
instance to the General Consumer Council who will try to resolve the dispute, provided
the General Consumer Council shall give the Licensee not less than one month in which
to make representations regarding such application: the General Consumer Council will
settle any dispute between the applicant and the Licensee in so far as it relates to any of
the following matters and at any time thereafter the Licensee shall provide a gas supplier

with conveyancing services:
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(a)

(b)

in accordance with the conveyance charges and/or other terms for the conveyance
of gas, and where applicable the Licensee's connection charges, as determined by
the Authority pursuant to it settling a dispute referred to the general Consumer
Council in accordance with the above paragraph, and where the gas supplier is
willing to accept the same and the Licensee has otherwise refused to provide such
conveyancing services. If the General Consumer Council is unable to resolve the
dispute the application will be referred back to the Authority. The Authority will
try to resolve the dispute with reference to conditions 2.3.6 (a) and 2.3.6 (b)..

notwithstanding the provisions of Conditions 2.3.1 and 2.3.2, in accordance with
a price determined by the Authority as will allow the Licensee to enjoy a revenue
within the maximum allowed average conveyance revenue as may be realised
under Conditions 2.3.8 and 2.3.14 as the case may be, and where applicable, the
Licensee's connection charges, and on such other terms as the Authority
reasonably considers appropriate in all the circumstances, including terms as to
the Network Code, or as may establish, modify or amend a Network Code, where
the Licensee's conveyance charges and other terms for the conveyance of gas

and/or the Network Code:

) are insufficient to the reasonable satisfaction of the Authority for the

conveyance services sought by the gas supplier;

(i1)  the Licensee and gas supplier have been unable to reach agreement on

appropriate terms; and

(ii1))  the gas supplier is willing to accept the Authority's determination;

provided that for the purposes of this Condition 2.3.6 the Authority is satisfied that any

determination would not prejudice the efficient and safe operation of the Network or the

conveyance by the Network of:

(©)

the quantities of gas which the Licensee requires or may reasonably be expected
to require to be conveyed by the Network to enable the Licensee to comply with
the conditions of #sthe licence gtvengranted under paragraph 1(a) of the Grant;

and
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(d) the quantities of gas of any person who has a right to have gas conveyed by the

Network is entitled to require to be so conveyed in exercise of that right.

2.3.7  Additional duty to provide information

The Licensee shall advise the Authority by its report given under Condition 1.2 in
respect of the immediately preceding Formula Year whilst that Condition applies, and
thereafter by a report provided to the Authority no later than 1st March of each year for

the immediately preceding Formula Year, of:

(a)  the number of separate arrangements with gas suppliers for gas conveyancing

services provided; and

(b)  the volumes of gas offtaken from the Network by gas suppliers-inetadingits-own

2.3.7A  Direction by the Authority

(a@)  Where the Authority determines that it is necessary for the Licensee to revise:

(1) the methods and principles on which it has determined the conveyance

charges as provided in the Licensee’s latest published statement; and/or

(i)  theeenveyaneethe conveyance charges and other terms for the

conveyance of gas determined and included in the latest published

statement,

in order to ensure that they are (or continue to be) proportionate and applied in a
non-discriminatory manner, the Authority may direct the Licensee to revise its
methods, principles, charges or terms (as the case may be) in accordance with the

provisions of the direction.

(b)  The Licensee shall comply with the requirements of any direction issued by the
Authority under this Condition 2.3.7A and shall publish a revised statement in

accordance with Condition 2.3.2.
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Condition 2.3: Conveyance Charges, Other Terms for the Conveyance of Gas and the

2.3.8

provision of Conveyance services

Charging methodology for the convevyance of gas

The Licensee shall in setting its charges for the conveyance of gas in the Network use
reasonable endeavours to ensure that in each Formula Year  commencing Formula Year
2007, the average conveyance revenue per therm of gas conveyed shall not exceed the
maximum allowed average conveyance revenue per therm calculated in accordance with

the following formula:

M[=Pr(RPIF,r/RPIE )_Kr

where

M, = the maximum allowed average conveyance revenue per therm for
conveying gas in that Formula Year #;

RPI:,= the absolute value of the Retail Price Index for Formula Year ¢ defined as
the absolute value of the Retail Price Index published for September of
Formula Year £

RPI: = the Designated Parameter of that name established at the most recent
Review (as the base reference point for the Retail Prices Index for
September);

P = a value for that Formula Year ¢ calculated in accordance with the following
formula:

F = Z (PE,i,r 'WF,i,r)
where
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PE,i,t =

Weri =

where

Vi

ZVF,i,t

K.

the summation across all four conveyance categories where i is

representative of a Conveyance Category;

the Determined Revenue Per Therm in respect of Conveyance Category i

for Formula Year ¢;

a weighting for each of the Conveyance Categories calculated in respect of

Formula Year ¢ in accordance with the following formula:

WF,i,t = VF,i,t /ZVF,i,t
i

= in respect of each of the four Conveyance Categories the actual

number of therms of gas conveyed in that Formula Year ¢, in respect

of that conveyance category i;

= the summation of V.., across all four Conveyance Categories in

Formula Year ¢,

= a value representing a correction factor as set out in Condition 2.3.9.

For the avoidance of doubt, the Licensee shall forecast values of RPIr,, V., and K, (to

the extent that the values are not known by 1st October of the Formula Year #-1), so as

by its reasonable endeavours it makes a best estimate of them.
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2.3.9  Correction Factor

For the purposes of Condition 2.3.8 K; shall be calculated in accordance with the

following formulae:

2. (141, 1100)

either K, =

ZVF,i,r
if Z, is greater than — 0. 1(M . ZVFJJ—IJ

{— 0.1(1\4,_1 SV j(l +1,, /100)}
or K, = i
ZVF,i,r

if Z .,y 18 less than or equal to — O.I(M - ZVFJJ_IJ
where

ZF,r = (RFJ —-F, (RPIF,t /RPIE)ZVF,i,t]"l'ZF,r—l (1+1F,r)

Rr, = the Licensee's Total Conveyance Revenue in Formula Year t;
Ir, = the percentage interest rate in Formula Year t, which shall be:

where K, (taking no account of I, for this purpose) has a positive value,
the Average Specified Rate in Formula Year t plus three percentage points;

or
where K; (taking no account of /5, for this purpose) has a negative value,

the Average Specified Rate in Formula Year t.
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2.3.10

2.3.11

2.3.12

2.3.13

Review Process & Disapplication Notices

Conditions 2.3.10 to 2.3.13 set out the process by which the core terms of the price

control will be established by the Authority from time to time.

The Review

The Designated Parameters and the Determination Values applying in respect of each
Formula Year ¢ will be established in accordance with the process set out below (a
“Review”).

A Review will take place at scheduled intervals by reference to the end of Formula Year

1=n.

Terms Relevant to Reviews

In respect of each Review:

(a) m, n and q are those Designated Parameters set out in Condition 2.3.21 as

established at the preceding Review; and

(b) a is, in respect of any quantifiable term, the most recent Formula Year in
respect of which the Licensee has submitted an Actual Value for such a term

for the purposes of Conditions 2.3.14 to 2.3.19.

Reviews Generally

In respect of each Review:

(a) the Licensee shall provide to the Authority the Best Available Values required
in accordance with Conditions 2.3.14 to 2.3.19, together with the Licensee’s
proposed Designated Parameters for that Review, by the date occurring 15

months prior to the end of each Formula Year ¢t = n.

(b) the Authority will determine the Determination Values and the Designated
Parameters that apply in those Formula Years 7 occurring during the period ¢ =

n+1 to t = g (inclusive) and in doing so:

(1)  the Authority shall have due consideration for the Best Available Values

and proposed Designated Parameters submitted by the Licensee; and
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(©)

(d)

(i)

base its determination of the Determined Revenue Per Therm for each
Conveyance Category on the underlying calculations contained in

Conditions 2.3.14 to 2.3.19;

the Authority shall, following its determination, give notice in writing to the

Licensee of the Determination Values and the Designated Parameters that it

proposes to apply in those Formula Years t=n+/ to t=g inclusive (a

“Determination Notice”);

where the Licensee considers that the Authority’s proposals in a Determination

Notice would not be acceptable:

@

(ii)

(ii1)

the Licensee may within 28 days of the date of the Determination Notice
request the Authority by notice (a "Review Disapplication Notice") not
to establish the Determination Values and Designated Parameters set out
in the Determination Notice and where such notice is given the
Determination Values and Designated Parameters established by the

preceding Review shall continue to apply;

where following the giving of a Review Disapplication Notice the
Authority does not by the date falling 56 days after the date of the
Review Disapplication Notice make a reference to the Competition
Commission under Article 15 of the Order relating in whole or in part to
a modification of this Condition 2.3.8, the Determination Notice shall
have no effect and the Determination Values and Designated Parameters

established at the preceding Review shall continue to apply; and

in the event of such a reference to the Competition Commission under
(i1) above, this Condition 2.3 may be modified in accordance with the
Order and in the manner specified in the report of the Competition

Commission;
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(e

without prejudice to paragraph (d) and to Article 14 of the Order, with effect

from the first day of the Formula Year t=n+1 the effect of a Determination

Notice given under paragraph (c) shall be such that:

(1) the Determination Values set out in the Determination Notice shall apply
for the purposes of and operation of this Condition 2.3 in relation to
Formula Years t=n+1 to t=q;

(i) Condition 2.3.21 shall be modified to include the Designated Parameters
contained in the Determination Notice

in each case in substitution for and instead of the Determination Values and

Designated Parameters established by the preceding Review.

2.3.14 Establishing the Best Available Values

For the purposes of Condition 2.3.8 the following Best Available Values shall be

submitted by the Licensee, in respect of each Formula Year 7 from r=a submitted at the

preceding Review up to and including =g for the current Review. These Best Available

Values shall comprise Actual Values in respect of the Formula Years up to r=a for the

current Review, and the Licensee’s best estimate or forecast in respect of the Formula

Years from t=a+1 to t=q (inclusive).

The Best Available Values are:

VB,i,t

Cy

N3

Oy

St

Dy

N

O,

RPI

Bt

Best Available Volume in Formula Year ¢ for Conveyance Category i;

Best Available Capital Expenditure in Formula Year ;

Best Available Operating Expenditure in Formula Year #;

Best Available Annual Depreciation in Formula Year t;

Best Available Working Capital for Formula Year #; and

Best Available Value of the Retail Prices Index for September of that

Formula Year.

Page 68 of 265142



2.3.15

To the extent the Best Available Values comprise monetary amounts, the Licensee shall
express each such value in constant price terms (calculated in accordance with this
Condition 2.3.14). For each of the Best Available Values submitted in respect of
Formula Years t=a+1 to t=q (inclusive), constant price terms shall mean that such
forecasted values are all stated in the same money of the day terms as at the time they are
all forecasted. For each of the Best Available Values submitted in respect of Formula
Years up to t=a, constant price terms shall mean that such Actual Values are all
converted to the same money of the day terms by multiplying the Actual Value by the

following ratio:

RPI,
RPI,,

Where RPI, is the Licensee’s proposed value for the Designated Parameter, to apply to

each of the Formula Years that are the subject of the current Review. It is the base
reference point for the Retail Prices Index and will reflect the money of the day terms in

which those Best Available Values that are forecasts were forecasted.

In complying with this obligation under Conditions 2.3.14 to 2.3.19 the Licensee shall
submit full workings of the calculations and figures upon which its values and

calculations are based.

Establishing Best Available Revenue Per Therm

In addition to the Best Available Values referred to in Condition 2.3.14, the Licensee
shall, at each Review, also submit Best Available Revenue Per Therm values for each
Formula Year ¢ that is to occur during the period t=n+1 to t=g (inclusive) for that
Review. The Licensee shall provide Best Available Revenue Per Therm values for each

Conveyance Category and for each such Formula Year (PBN )

Conditions 2.3.15 to 2.3.19 set out the Best Available Value categories and the

underlying calculations upon which the Licensee should base its values of Py, .

The Licensee shall estimate values for the Best Available Revenue Per Therm (PBN ) SO

that:
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(a) such values comply with the requirements set out in this Condition 2.3.15;

(b) the value for each Conveyance Category i will not, unless otherwise agreed

with the Authority, differ between Formula Years 7.

Each value of P,

5., Shall be set so that the cash flow (adjusted to reflect the allowed rate
of return) over the Formula Years in question is equal to the difference between the
Total Regulatory Value at the end of Formula Year n and the Depreciated Asset Value
and Working Capital at the end of Formula Year g. This will be shown to be the case

where the values of P, secure the following net present value result:

q F DAV, +
Z = - —TRVy, + = _?B!q =0
A+ry)™ ' A+ry)"

t=n+1

For the purposes of Condition 2.3.15, the following terms shall have the following

meanings:

n, q are Formula Years as defined in Condition 2.3.12. As the value of the
Designated Parameter ¢ for that Review is also being established as part of that
Review, it will necessarily be the Licensee’s proposed value of that Designated
Parameter;

q

Z is the summation of data in respect of all Formula Years 7 from t=n+1 to t=¢q

t=n+1

inclusive;

F

Y is the Best Available Cash Flow for Formula Year ¢, (being a sum calculated in

accordance with Condition 2.3.16);

ry  isthe Licensee’s proposed value of the Designated Parameter for rate of return to

apply to each of the Formula Years within the relevant period. Provided that, where the

Licensee does not propose the same value for each of the relevant Formula Years,

(1+ry)"™" shall bereplaced with (1+7,,,,,)- (1+r,.,,)...(1+ry,) and (1+r,)?™" shallbe

treated accordingly;
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2.3.16

2.3.17

DAV, isthe Best Available Depreciated Asset Value for Formula Year t (being a sum

calculated in accordance with Condition 2.3.17); and

TRV,, is, the Best Available Total Regulatory Value at the end of Formula Year t=n

(being a sum calculated in accordance with Condition 2.3.18).

Calculating F,, (Cash Flow)

F, is an amount equal to the sum of the Best Available Conveyance Revenues for all of

the Conveyance Categories and the relevant Formula Year, less the Best Available
Capital Expenditure for that Formula Year, less the Best Available Operating
Expenditure for that Formula Year, adjusted (where applicable) for the Best Available
Movement in Working Capital for that Formula Year, which shall be calculated as

follows:

FB,t = Z(PB,i,t 'VB,i,z )_ CB,t - OB,t - QYB,r

where Q,, is the difference between the Best Available Working Capital for Formula

Year ¢ and the Best Available Working Capital for Formula Year t—1, which shall be

calculated as follows:

QB,r = QB,r - QB,t—l

Calculating DAV, , (Depreciated Asset Value)

DAV, is an amount equal to the indexed, depreciated, rolled forward value of the

Depreciated Asset Value to date, measured at the end of each Formula Year. In respect

of Formula Year t=2006, DAV, =£316.3m. Inrespect of Formula Year ¢ from 2007, it

shall be the value of such amount applying to Formula Year t-1, plus the Best Available
Capital Expenditure in Formula Year ¢, less the Best Available Annual Depreciation in

Formula Year ¢, which shall be calculated as follows:

DAV,, =DAV,,  +C,, —D,

N3
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2.3.18

2.3.19

The Depreciated Asset Value at the end of Formula Year t = n shall be subject to any
direction that is set out in the Determination Notice for the preceding Review that relates
to the treatment of the difference between the Actual Value of Capital Expenditure and

the Determined Value of Capital Expenditure.

Calculating TRV, (Total Regulatory Value)

TRV, is the Best Available Total Regulatory Value at the end of Formula Year r=n . It

is the sum of the Best Available Depreciated Asset Value for Formula Year = n (or in
other words the opening position at the beginning of Formula Year 1 =n+1), plus the
Best Available Working Capital for Formula Year = n (or in other words the opening
position at the beginning of Formula Year ¢t =n+1), plus the Best Available Profile

Adjustment as follows:

TRVs, = DAVa, + Qs + PAs

Where:

PA,,  is the Profile Adjustment (being an adjustment calculated in accordance with

Condition 2.3.19), and

Qg 1s treated as a pass-through and is corrected to actuals at the end of each Review

Period.

Calculating the Profile Adjustment

The Profile Adjustment is an adjustment to reflect the long-term nature of the price
control set out in this Condition 2.3. The Determined Revenue Per Therm values are
established at each Review by reference to the period to Formula Year =g and not by
reference to the period to Formula Year r=n. At each Review therefore, it is necessary to
recognise the financial impact of having set a deferred recovery profile at the previous
Reviews, by allowing the value that has been deferred at the preceding Reviews to be

included as part of the Total Regulatory Value within the current Review.
The Best Available Profile Adjustment for each Review shall be calculated as follows:

RPI,

PA;, = PAE’m.RPI
E
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2.3.20

where PA, , will have been Determined by the Authority at the preceding Review.

PA, ,, will have been calculated by the Authority as follows:

i Fp,-(A+r)""

t=m+1

PA, , =—| -TRV,, -(I+r)"™

+DAVE’n +0:,

Where:

m, n are Formula Years as defined in Condition 2.3.12;

n

Z is the summation of data in respect of all Formula Years from m+1/ to n

t=m+1

(inclusive);

Fp,,r.,, TRV, , DAV, , Q. are Determination Values and Designated Parameters

established by the Authority at the previous Review in respect of Formula Years ¢, m or

n (respectively);

r. is the Designated Parameter for rate of return that applies to each of the Formula
Years within the relevant period. Provided that, where the Authority did not establish the

same value for each of the relevant Formula Years, (1+7,)"" shall be replaced with

(I+rg ) (+rg,5)..(+rg,)and (I+r,)"™ shall be treated accordingly.

Closing Regulatory Value
If DAV

E. t=q

> 0, this value shall be returned to the Licensee in those Formula Years

following t = q, in accordance with the principles determined by the Authority at that
time, such principles to provide (inter alia) for an allowed rate of return and depreciation

rate.
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2.3.21

Current Designated Parameters

The Designated Parameters to apply in the first Formula Year and in each subsequent

Formula Year up to and including Formula Year 2011 shall be:

(i) Designated Parameter Value
7 0.075

n 2006

n 2011

q 2046

RPI 200.1
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2.3.22 Definitions and Interpretation

In this Condition 2.3, the following terms and expressions shall have the meanings

attributed to them below:

“Actual”

“Actual Value”

“Average Conveyance

Revenue per therm”

2

“Average Specified Rate

“Allowed Revenue”

“Annual Depreciation”

used as an adjective in relation to another defined word or

phrase, means the Actual Value to be attributed to it;

means, in relation to any quantifiable term and in respect of
any Formula Year ¢, a value that is established as the
accurate value to be attributed to that term at the end of that
Formula Year by reference to verifiable data in the
possession of the Licensee. An Actual Value is denoted in
the terms of formulae in this Condition 2.3 by the use of an

F subscript;

means Total Conveyance Revenue in a Formula Year

divided by the Total Volume in that Formula Year;

means, in respect of a Formula Year, the average of the
daily base rates of Northern Bank plc expressed as a
percentage (or if such a rate ceases to be published, such

other comparable rate as the Authority may specify)

means, in respect of Conveyance Category i in Formula
Year ¢, the Determined Revenue Per Unit multiplied by the
Actual Volume in respect of that Conveyance Category in

that year;

means the annual depreciation of those assets included
within the Depreciated Asset Value, allocated on a
systematic basis over the useful lives of such assets, using
policies and asset life assumptions approved by the
Authority. The Depreciated Asset Value for 2006 shall be

depreciated on a straight-line basis using a 40 year asset
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“Best Available”

“Best Available Value”

“Capital Expenditure”

“Conveyance Category”

life;

used as an adjective in relation to another defined word or
phrase, means the Best Available Value to be attributed to

it;

means, in relation to any quantifiable term, a value for
which the Licensee is required to provide best available
information in accordance with Condition 2.3.14 or 2.3.15
and which, in respect of past Formula Years and to the
extent possible, is based on Actual Values, and otherwise is
a forecast best estimate. A Best Available Value is denoted
in the terms of formulae in this Condition 2.3 by the use of

a B subscript;

means that capital expenditure for the development,
construction, maintenance and operation of the Network in
order to provide conveyance services in an economically
efficient and safe manner given forecast development,
including but not limited to the capital costs of standard
credit and prepayment gas meters which the Licensee may
be required to provide under Condition 2.6.1 and payments
which may be made by the Licensee under Conditions
2.6.2(a)(ii) and 2.6.3(a)(ii) and expenditure on capital
works by the Licensee undertaken by affiliates or related
undertakings, but excluding costs which may be
recoverable by the Licensee under Conditions 2.4,

2.6.2(a)(1) and 2.6.3(a)(1);

means a particular group of customers defined for the
purposes of calculating the maximum allowable average

conveyance revenue per therm, the four categories being:

1. domestic - firm gas demand of less than 2,500 therms
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“Designated Parameters”

“Determined”’

per annum which uses distribution pipe-line for

conveyance;

2. small and medium industrial and commercial - firm gas
demand of 2,500 - 25,000 therms per annum which uses

distribution pipe-line for conveyance;

3. large industrial and commercial - firm gas demand of
over 25,000 therms per annum which uses distribution

pipe-line for conveyance;

4. interruptible - gas demand which can be interrupted
under the terms of the supply contract and which uses

distribution pipe-line for conveyance;

means those parameters set out in Condition 2.3.25, the
applicable values from time to time for which are set out in
Condition 2.3.21; and those parameters that have been
established (subject to any restrictions imposed under
Condition 2.3.25) as such by the Authority in accordance
with Conditions 2.3.11 to 2.3.13 (highlighted by use of the
E subscript); and, in respect of Best Available Values, the
Licensee’s proposed values for those parameters
(highlighted by use of the B subscript). The Designated
Parameters set at one Review will apply unless and until
revised at the next Review. Unless a Designated Parameter
has a t subscript, the value set at a Review must be the same

for each Formula Year in the period t=n+1 to t=q;

used as an adjective in relation to another defined word or
phrase, means the Determination Value to be attributed to

it;
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“Determination Notice”

“Determination Value”

“Formula Year”

“Operating Expenditure”

“Retail Prices Index” or

means a notice given in accordance with Condition 2.3.13

(©);

means, in respect of each Formula Year t, a value that has
been determined by the Authority to apply in respect of
that Formula Year in accordance with Condition 2.3.13. A
Determination Value is denoted in the terms of formulae in

this Condition 2.3 by the use of an E subscript;

means a year commencing on 1 January;

means that operating expenditure for the development,
construction, maintenance and operation of the Network
to provide conveyance services in an economically
efficient and safe manner given forecast development and
throughput, including but not limited to the charge for
commissioning gas, such commissioning gas to be
purchased on a economic basis, and including but not
limited to the installation and operating costs of standard
credit and pre-payment gas meters which the Licensee
may be required to provide under Condition 2.6.1, and
payments which may be made by the LiceneeLicensee
under Conditions 2.6.2(ii) and 2.6.3(ii) and the charges
for services to the Licensee by affiliates or related
undertakings of the Licensee, but excluding costs which
may be recoverable by the Licensee under Conditions
2.4,2.6.2(1) and 2.6.3(i). For the avoidance of doubt,
allowed operating expenditure shall include but not be
limited to the charge for gas purchased from companies
affiliated to the Licensee for the purpose of operating the

Network, such purchases to be on an economic basis;

means the General Index of Retail Prices published by

the Office of National Statistics each month in respect of
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3 ‘RPI’ ’

“Revenue Per Therm”

“Review”

“Review Disapplication

Notice”

“Total Conveyance

Revenue”

“Total Volume”

“Working Capital”

all items; or

(a) if the Index for the specified month in any year shall
not have been published on or before the last day of the
sixth month after the specified month, such index for
such month or months as the Authority may after
consultation with the Licensee determine to be

appropriate in the circumstances; or

b) if there is a material change in the basis of the Index,
such other index as the Authority may after consultation
with the Licensee determine to be appropriate in the

circumstances;

means, in respect of any Formula Year 7, the Total
Conveyance Revenue for that Formula Year divided by

the Total Volume for that Formula Year;

has the meaning attributed to it in Condition 2.3.11;

means a notice given in accordance with Condition 2.3.13

(d);

means the revenue (measured on an accruals basis) derived
by the Licensee from the provision of conveyance services
after deduction of value added tax (if any) and any other

taxes based directly on this revenue;

means the aggregate quantity of gas, in therms, taken off
the Network as a result of arrangements with gas suppliers

in the Formula Year;

means, in respect of each Formula Year and to the extent

only that they relate to the Controlled Charges:
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2.3.23

(i) any monies due to the Licensee, at the end of that

Formula Year; plus

(ii)) any payments by the Licensee that, at the end of that

Formula Year, constitute prepayments; plus

(iii)  any grants that are, at the end of that Formula Year,

still due to the Licensee; less

(iv)  any monies due from the Licensee, at the end of that

Formula Year; less

(v)  any payments to the Licensee that, at the end of that

Formula Year, constitute prepayments.

29 ¢ 2 ¢

In this Condition 2.3, “revenue”, “expenditure”, “debtors”, “prepayments”, “creditors”
and “accruals” are the amounts that are confirmed by the Licensee as relating to the
Licensee’s Separate Business of conveying gas by distribution pipe-lines for each period

in question.

Determination Values

The Determination Values to apply in the first Formula Year (year m+17) and in each
subsequent Formula Year up to and including Formula Year n shall be as notified by the

Authority to the Licensee in accordance with Condition 2.3.13.

2.3.24 Best Available Values, Determination Values and Actual Values

Description Best Available = Determination Actual
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Values Values Values

Volume (for Conveyance Viii Vi, Vi
Categories i)

Capital Expenditure Cy, Cy,
Operating Expenditure Oy, O,
Annual Depreciation Dy, D,
Cash Flow (calculated in Fy, Fy,
accordance with Condition

2.3.16)

Working Capital 0, O,
Revenue Per Therm (for Py, P, P,
Conveyance Categories i)

Depreciated Asset Value DAV, DAV,
(calculated in accordance

with Condition 2.3.17)

Total Regulatory Value TRV, TRV,
(calculated in accordance

with Condition 2.3.18)*

Profile Adjustment PA,, PAg,,

(calculated in accordance
with Condition 2.3.19)*

(3

e-at end of Formula Year n (for the Review in
which Best Available Values are being
submitted) or at the end of Formula Year m (on
and following determination of Determination

Values for that Review).

2.3.25 Designated Parameters
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Description Designated Limitation to the application of re-

Parameters designated values

Rate of return r Means a pre-tax rate of return of 7.5%
up to and including Formula Year
2016 applied to real cashflows, after

which time it may be reviewed by the

Authority;
Trigger for Reviews (as defined n A Formula Year
in Condition 2.3.11)
The Formula Year that was n for m A Formula Year
the preceding review
The forecasting horizon for q Shall be the Formula Year 2046 until
review calculations (as defined 2041, after which time it may be the
in Condition2.3.12) Formula Year 2046 or any Formula
Year after 2046
The indexation base * RPI None

* which will, in respect of the Determination Values determined at the Review in
question, reflect the prices in which those Determination Values are expressed. It can

therefore be used, in conjunction with RPI ., to adjust the Determined Revenue Per

Therm value to allow for changes in the Retail Prices Index in the period since the value

of the Determined Revenue Per Therm was determined.

Key to other formula parameters:

a subscript to denote a Formula Year as defined in Condition 2.3.12;
B subscript to denote a Best Available Value;

C, Capital Expenditure in Formula Year t;

E subscript to denote Determination Values;
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F subscript to denote Actual Values;

i subscript to denote a Conveyance Category;

I, Average Specified Rate in Formula Year t

m subscript to denote a Formula Year as defined in Condition 2.3.12;

0O, Working Capital in Formula Year t

0, Movement in Working Capital in Formula Year t;

O, Operating Expenditure in Formula Year ¢

PA, Profile Adjustment (calculated in accordance with Condition 2.3.19) in

Formula Year t;

RPI ., RPI, Retail Prices Index base reference points (as defined in Conditions

2.3.8 and 2.3.14);

RPI ,, Retail Prices Index value for September of Formula Year = t;

t subscript to denote any Formula Year;

Z,,,  the Actual Value for accumulated under or over-recoveries for Formula

Year t and Conveyance Category /i (calculated in accordance with Condition

2.3.9).
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G‘ZI: I 2

Condition 2.4: Connection Charges and Obligation to permit a Connection

24.1

Provisional Statement of connection charges, terms for connection and meter

connections and disconnections

Subject to Condition 2.4.3 and 2.4.4, the Licensee shall no later than 3 months after

the coming into force of (i) this licence or (i) any modification of this condition 2.4

(as the case may be) give the Authority a statement for the approval of the Authority

as to form and content, showing the methods by which and the principles on which

charges are to be determined by the Licensee, for:

(a)

(b)

©)

connecting any premises to the Ballylumfordto-—Torytowntransmission
pipe-tine-and-any-suech-otherany part of the Network which can reasonably
be expected to become operational prior to the Licensee giving its statement
under Condition 2.4.2, and for maintaining, repairing and renewing the
connection and disconnecting the premises and removing gas fittings owned

by it and comprised in the connection;

connecting and disconnecting non standard gas meters and gas meters not

owned by the Licensee in any premises; and

connecting to the Ballylamfordto Forytown-transmissionpipe-tineand-any
such-otherany part of the Network which can reasonably be expected to

become operational prior to the Licensee giving its statement under
Condition 2.4.2, any pipe-line system to or from which gas will be

conveyed by means of that transmission—pipe-tine—or—element of the

Network, and maintaining, repairing and renewing the connection;

and in any such case the LieeneeLicensee shall, when giving such a statement,

include in that statement the Licensee's other terms for the connection and an
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242

243

explanation of those terms together with the Licensee’s technical design and

operational requirements which apply to the making of a connection to its Network.

Statement of connection charges, terms for connection and meter connections and

disconnections

Subject to Conditions 2.4.3 and 2.4.4, the Licensee shall no later than 1st September
1997 give the Authority a statement superseding that under Condition 2.4.1, for the
approval of the Authority as to form and content, showing the methods by which and

the principles on which charges are to be determined by the Licensee, for:

(a) connecting any premises to the Network, maintaining, repairing and renewing
the connection and disconnecting the premises and removing gas fittings

owned by it and comprised in the connection;

(b) connecting and disconnecting non standard gas meters and gas meters not

owned by the Licensee in any premises; and

(c) connecting to the Network any pipe-line system to or from which gas will be
conveyed by means of the Network and maintaining, repairing and renewing

the connection,

and in any such case the Licence shall when giving such a statement include in that
statement the Licensee's other terms for the connection and an explanation of those
terms together with the Licensee’s technical design and operational requirements

which apply to the making of a connection to its Network.

The statement and cases and classes of cases

The statement given by the Licensee under Conditions 2.4.1 and 2.4.2 shall:

(a) subject to Condition 2.4.6(b), clearly distinguish cases and classes of cases of
person for whom the Licensee proposes different methods or principles for

connection; and
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(b) inrespect of any such case, or class of cases, show that element of connection

costs the Licensee proposes to recover by way of conveyance charges to gas

suppliers—abeeime i e pane Benna s b e o D
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245

The statement to give likely indication of costs and additional duty to provide

information

The statement given under Conditions 2.4.1 and 2.4.2 shall also for the Authority's
information where practicable indicate the costs likely to arise in respect of work done
and materials used in connecting any premises, non standard gas meters, gas meters not

owned by the Licensee or pipe-line system and the Licensee shall:

(a)  prepare the statement in such a manner as will reasonably enable a person to

estimate the Licensee's connection charges in those circumstances; and

(b)  enable a person requesting a connection in those circumstances to determine what
works or other actions he would need to undertake, including without limitation
any work or action required to comply with the Licensee’s technical design and

operational requirements, for the Licensee to provide the connection.

Authority's approval required to stated connection charges and publication of statement

Subject to the Authority's prior approval to the form and contents of the statement given
by the Licensee under Conditions 2.4.1 and 2.4.2 as they relate to charges for

connection, the Licensee shall:
(a)  publish that statement in such manner as will secure adequate publicity for it; and
(b)  send a copy of any such statement to any person who asks for one;

and in approving the basis for charging for connection the Authority shall have regard to
the need of the Licensee to be able to finance the carrying on of its activities and a return

equal to that which in the reasonable opinion of the Authority is appropriate.
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2.4.6 Connection charges and terms for connection, prohibition on undue discrimination and

connection of pipe-line systems

The Licensee shall:

(a)

(b)

(c)

not charge for a connection of premises, of any non standard gas meter, gas meter
not owned by it or any pipe-line system to the Network on any basis or establish
other terms for the connection on any basis other than that contained in the

statement published under Condition 2.4.5;

not show any undue preference towards or undue discrimination against any
person or case or classes of cases of person seeking a connection of premises to
the Network, or of any non standard gas meter, gas meter not owned by the
Licensee or any person who operates or proposes to operate a pipe-line system, in
relation to the connection of that system to the Network and in the case of a pipe-
line system to be connected to the Network the Licensee shall not refuse a request
for connection where the person seeking the connection is willing to pay the
Licensee's charges for connection and comply with the Licensee's other terms for

connection including any terms as to technical and safety matters; and

within 28 days of receiving a request for the quotation of connection charges
covered by the published statement, provide the person requesting the quotation
with a specific statement of the connection charges and other terms of connection

applicable to the request for a quotation;

and for the purposes of Condition 2.4.6(c) and the Licensee's obligation to provide a

specific statement of connection charges, a request for the quotation of connection

charges shall be treated as such if it is in such form as the Licensee can reasonably be

expected to provide a specific statement of connection charges in return.

2.4.7 Direction by the Authority

(a)

Where the Authority determines that it is necessary for the Licensee to revise:

(1)

the methods and principles on which it has determined the charges and other

terms for connection in the latest published statement; and/or

Page 105 of 265142



(b)

(i1) the charges and other terms for connection it has determined and included in

the latest published statement,

in order to ensure that they are (or continue to be) proportionate and applied in a
non-discriminatory manner, the Authority may direct the Licensee to revise its
methods, principles, charges or terms (as the case may be) in accordance with the

provisions of the direction.

The Licensee shall comply with the requirements of any direction issued by the
Authority under this Condition 2.4.7 and shall publish revised statements as soon

as reasonably practicable in accordance with Condition 2.4.5.

2.4.8 Revising connection charges

Without prejudice to Condition 2.4.7, the Licensee shall not revise the basis of its

charges for a connection of any premises, any non standard gas meter, any gas meter not

owned by it or any pipe-line system to the Network or the other terms for the connection,

without first giving the Authority a revised statement in the same terms as in either

Condition 2.4.1 or 2.4.2 as the case may be and obtaining the Authority’s approval to

such a revision in the same terms as Condition 2.4.5.

2.4.9 Resolution of disputes by the Authority

The Authority may, on the application of any person entitled (or claiming to be entitled)

to require a connection to the Network will refer the application in the first instance to the

General Consumer Council who will try to resolve the dispute, provided the General

Consumer Council shall give the Licensee not less than one month in which to make

representations regarding such application:

(a)

(b)

the General Consumer Council will settle any dispute between the applicant
and the Licensee in so far as it relates to the provision or making of a

connection by the Licensee; and

in particular, determine the charges and other terms on which the Licensee
shall (notwithstanding Condition 2.4.6) provide or make the connection in
question (where the applicant is willing to accept the same), in such manner as

the Authority considers appropriate having regard to (in so far as is
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appropriate) the obligations that would otherwise have applied to the Licensee
under Condition 2.4.6 and the relevant objective as defined in Condition 2.5.1.
If the General Consumer Council is unable to resolve the dispute the
application will be referred back to the Authority. The Authority will try to
resolve the dispute with reference to conditions 2.4.9 (a) and 2.4.9 (b).

2.4.10 Explanation of connection charging methodology for introducing gas to the Network

24.11

The Licensee shall comply with any direction given by the Authority to furnish it with a
statement showing, so far as reasonably practicable, the methods by which and the
principles on which charges are to be made by the Licensee for making a connection for
the purposes of introducing gas into the Network and, in the context of making such a

connection, for:

(a)  modifying apparatus and works associated with a high pressure pipe-line so as to

increase the capacity of the pipe-line; or

(b)  supplying and installing any pipe-line or works;

including where practicable an indication of likely costs and the other terms for doing so.

Authority's consent required for charges and other terms for introducing gas to the

Network and prohibition on undue discrimination and connections for introducing gas to

the Network

The Licensee shall not:

(a)  charge for a connection to introduce gas to the Network on any basis or on any

other terms without the consent of the Authority; and

(b)  show any undue preference towards or undue discrimination against any person
seeking a connection to introduce gas to the Network and in the case of a
connection to introduce gas to the Network the Licensee shall not refuse a request
for connection where the person seeking the connection is willing to pay the
Licensee's charges for connection and comply with the Licensee's other terms for

connection including any terms as to technical and safety matters.
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24.12

24.13

24.14

2.4.15

Publication of connection charge statements

The Licensee shall:

(a)  publish a statement of the basis of its connection charges for introducing gas to
the Network and its other terms for connection as the Authority has consented to

under Condition 2.4.9 in such manner as will secure adequate publicity for it; and
(b)  send a copy of any such statement to any person who asks for one.

Interpretation and construction

References in this Condition to:
" charges" shall include references to means whereby such charges may be ascertained;

"prices" or "charges" shall exclude reference to any supplementary charges arising

pursuant to special connection arrangements.

Special connection arrangements

The provisions of this Condition 2.4.14 and hence Conditions 2.4.15,2.4.16 and 2.4.17
shall have effect from 1st January 2005 and "Special connection arrangements" means

arrangements under which:

(a) the Licensee makes charges to gas suppliers, by way of supplement to
conveyance charges, in respect of the laying of any main for the purpose of
conveying gas to a number of new or existing premises in an area where gas had
not previously been conveyed through pipes to premises (or where such

conveyance had ceased for a period in excess of 3 years); and

(b)  the charges are in accordance with principles and methods (whether general or
specific to a particular locality) to which the Authority has given its consent prior

to the appointed day or (if later) the construction of the main.

Supplemental connection charges

If the Licensee makes charges pursuant to special connection arrangements

("supplemental charges"), it shall:
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24.16

2.4.17

2.4.18

(a)  prepare and keep up to date a statement (or statements in respect of particular
localities) of the principles and methods approved by the Authority and of the

supplemental charges arising from time to time thereunder; and

(b)  if'the statements are not in a suitable form for the purpose, prepare and keep up to
date a summary document for the use of ether-gas suppliers setting out the

supplemental charges and particulars of where they apply.

Special connection arrangements statement

The Licensee shall publish any statement or summary document prepared pursuant to
Condition 2.4.15 in such manner as will secure adequate publicity for it, and send a copy

to any person who asks for one.

Supplemental charges

In any Condition (whether standard or otherwise) of this licence which limits the prices
or revenues for the conveyance of gas (whether or not including storage) references to
such prices or revenues shall be taken to exclude the prices applicable to or revenues

arising from supplemental charges.

Obligation to permit a connection

Where the Licensee has ceased to be exclusively entitled to convey gas to any premises
under Conditions 2.2.3 and 2.2.5 then subject to a person who has a licence or exemption

to convey gas:

(a) satisfying any technical and safety criteria contained in the Network Code;

(b) satisfying the Licensee’s technical design and operational requirements ;and

(c) paying to the Licensee a connection fee (determined by the Licensee except insofar
as the Authority otherwise directs or determines under Condition 2.4.9(b)), to

connect a pipe-line between the Network and the premises,

the Licensee shall permit a connection to the Network by that person.
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Condition 2.4A Compliance with System Operator Agreements

2.4A.1 Ability to require other licence holders to enter into agreements

Subject to Condition 2.4A.2, where the Licensee is designated under this Licence
Document as either a transmission system operator or a distribution system operator, it
may require any other person holding a licence granted under Article 8(1)(a) of the
Order (whether or not that person is also designated as a transmission system operator
or a distribution system operator) to enter into an agreement relating to the interaction
or interoperability of its Network with that person’s network such that will ensure the
conveyance of gas in a manner compatible with the secure and efficient operation of

both systems.

2.4A.2 Approval by the Authority

The Licensee shall not require any person to enter any agreement of the type referred
to in Condition 2.4A.1 unless the agreement, and where applicable any amendment to

the agreement, has first been submitted to and approved by the Authority.

2.4A.3 Obligation to enter into agreements

Where the Licensee is required, either by a designated transmission system operator or
by a designated distribution system operator (and in accordance with that person’s
licence), to enter into an agreement of the type mentioned in Condition 2.4A.1, the
Licensee shall enter into any such agreement as may be reasonably required by that
designated transmission system operator or distribution system operator (as the case

may be).

2.4A.4 Network operator agreement

Without prejudice to Condition 2.4A.3, where the Licensee is a designated
transmission system operator it shall enter into and comply with the Northern Ireland
Network Operators Agreement (being the document of that name specified as such

from time to time by the Authority).
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Condition 2.5: Network CedesCode

2.5.1 The relevant objective

The Licensee shall establish transportation arrangements, being arrangements other

than those to which Conditions 2-3-2.3A and 2.4 and-Part2A-relate, for the
conveyance of gas through-transmission-pipelinesand distribution pipelines which

are calculated to facilitate the achievement of the "relevant objective", that is to say:

(a)  the secure, safe, reliable, efficient and economic development and operation

and maintenance of the Network with due regard to the environment; and
(b)  subject thereto:

(i)  compliance with the Licensee's other obligations under this Licence

Document; and

(i1))  subject to Condition 2.5.1(b)(i)-and-the Licensee'sexelastverightsto
supply-gasunderCondition3-2-2;, the promotion of effective

competition between Users .
2.5.2  Network CedesCode
The Licensee shall:

(a) &——prepare and provide to the Authority for its approval (no later

than1" November 2004) a document (the “Bistribution-Network Code”)
setting out the arrangements for the conveyance of gas through distribution
pipelines established under Condition 2.5.1 and the terms on which it will enter
into such arrangements with Users for the conveyance of gas through

distribution pipelines;
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(b)  where, pursuant to Condition 2.14.1-the Licensee-is-designated-as-a-transmission

—hesrele ot b cobeimnipen b pe e pepep o C ot L the Licensee 1s
designated as a distribution system operator, ensure that the Distribution Network Code

contains provisions that establish:

(i) the measures that the Licensee will put in place for the balancing of the

Network;

(i) the methodology by which the charges to be levied on gas suppliers for the

balancing of the Network are to be determined; and
(iii) the technical safety criteria applicable to the operation of the Network;

(dc)  put such FrapsmisstonNetwork-Codeand PistribattonNetwork-Code

“Network-Code)Network Code in place except as the Authority otherwise
consents and comply with the provisions of each-efthe approved Network
CodesCode;

(ed) put in place appropriate contractual arrangements, approved by the Authority,

which require compliance with each-ofthe Network CedesCode by the Licensee,

the Users, and any third parties who may become parties to thatthe Network

Code; and

(fe)~ except in so far as the Authority consents to the Licensee doing so, not enter

into any arrangements for the conveyance of gas except in accordance with the
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provisions of the Network CedesCode applicable from time to time to the

circumstances of the case.

2.5.3  Where a term of athe Network Code or of the modification rules referred to in
Condition 2.5.5 is framed so that its proper implementation is to be determined with
regard to whether it facilitates the achievement of the relevant objective, either the
Licensee or any other party to the Network Code who has entered into the
arrangements to which that term applies, may, to the extent that the term so provides,
refer to the Authority for determination any question as to whether a manner in which

the Licensee proposes to implement the term would secure that objective.

2.5.4  Modification of the Network EedesCode

The Licensee shall establish and implement procedures for the modification of each
otthe Network CedesCode by the Licensee, subject to the provisions of this
Condition, so as to better facilitate the achievement of the relevant objective and

which will enable:
(a) eachthe Network Code to be reviewed;

(b) modifications to be proposed by the Authority, the Licensee or by any other
party to therelevant Network Code;

(c)  adequate publicity to be given to any proposal by:

(1)  drawing it to the attention of other parties to the relevant-Network
Code;

(i1))  sending a copy of the proposal to anyone who requests it; and

(i1ii)) making it otherwise available in an appropriate manner where it is
necessary for establishing whether the proposal would better facilitate

the achievement of the relevant objective;

(d)  the preliminary views of the Authority to be sought in relation to any matter

arising on a proposal to modify athe Network Code; and

(e)  the representations or objections, with respect to any proposal to modify athe
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Network Code, made (and not withdrawn) by any other party to the-relevant
Network Code and by other persons who are likely to be materially affected by

the proposal to be properly considered.

Modification Rules

The Licensee shall:

(a)

(b)

(c)

prepare each-of-"the modification rules", that is to say a document, or
documents, setting out the terms of the procedures established under Condition
2.5.4, and shall furnish the Authority with a copy of each-of-the modification

rules;
not make any modification to either-ef-the modification rules except:
(i)  after consulting the other parties to therelevant Network Code;

(i)  after furnishing the Authority with a report on such consultation and

consideration; and
(ii1))  with the consent of the Authority; and

furnish the Authority with a copy of any modification so made.
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25.6

2.5.7

Prohibition on irregular modification

The Licensee shall not make any modification to athe Network Code except:
(a)  to comply with Condition 2.5.7(c); or

(b)  with the consent of the Authority;

and shall furnish the Authority with a copy of any modification made.

Role of Authority in modifications

Where a proposal is made pursuant to the modification rules to modify athe Network

Code, the Licensee shall:

(a)  refer for determination by the Authority any question as to whether the
representations or objections by any other party to therelevant Network Code or by
any other person, in respect of the proposal have been properly considered in

accordance with those rules;
(b)  as soon as reasonably practicable, give notice to the Authority:
(i)  giving particulars of the proposal;

(i1))  where the proposal is made by any other party to the relevantNetwork
Code , giving particulars of any alternative proposal by the Licensee to

modify athe Network Code in respect of the same matter;

(iii))  giving particulars of any representations or objections made by a party
to therelevant Network Code or by any other person in respect of those

proposals;

(iv)  stating whether, in its opinion, any proposed modification should or

should not be made;

(v)  stating the factors which, in its opinion, justify making or not making

the proposed modification; and

(vi)  giving such further information as may be prescribed by the

modification rules; and
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259

2.5.10

2.5.11

(c)  comply with any direction given by the Authority to make a modification to
athe Network Code in accordance with a proposal described in a notice given
to the Authority under sub-paragraph (b) which, in the opinion of the
Authority will, as compared to the existing provisions of athe Network Code

or any alternative proposal, better facilitate the achievement of the relevant

objective.

Publication of Network CedesCode

The Licensee shall:

(a)  publish the Network EedesCode and-each-of the modification rules as

modified from time to time in such form and manner as the Authority may

from time to time direct; and

(b)  send a copy of the Network CedesCode and-each-of the modification rules as

modified from time to time to any person who asks for a copy on payment of a
charge in respect of the cost incurred by the Licensee in complying with this
requirement which does not exceed such amount as the Authority may from

time to time direct.

Authority to determine material effect on persons of transportation arrangements

Except in so far as the Authority otherwise consents, the Licensee shall refer for
determination by the Authority any question as to whether a person is likely to be
materially affected by transportation arrangements or by a proposal to modify athe

Network Code.

Reasons for refusal of access

Eaeh-oftheThe Network CedesCode prepared in accordance with this Condition shall

require the Licensee to give duly substantiated reasons for any refusal of access to the

Network.

Prohibition on undue discrimination

The Licensee shall not show an undue preference for or undue discrimination against

any person or class or classes of person:
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(a) in assessing a person’s application to become a party to the Network Code; and/or

(b) in its interpretation of the Network Code and the application of procedures

contained in the Network Code.

2.5.12 Definitions

In this Condition 2.5, "User” means, as the context requires, any gas supplier or any

person acting on behalf of a gas supplier who has made, or seeks to make,

arrangements with the Licensee in pursuance of which gas is, or is to be, conveyed

through the Network.

Condition 2.6: Provision and Return of Meters

2.6.1  Provision of Standard Meters

The following provisions shall apply with respect to standard gas meters:

(a)

(b)

the Licensee shall at the request of any gas supplier wishing to supply gas to
premises and at no additional charge to the conveyance charge provide the gas
supplier and install at those premises a standard gas credit or pre-payment meter
to register the quantity of gas supplied to those premises, provided that the
number of standard gas pre-payment meters requested by the gas supplier in
respect of premises supplied by him does not exceed 13 per cent of the total

number of standard meters requested by the gas supplier; provided that

the provisions of Condition 2.6.1(a) shall not apply, and the Licensee shall be
entitled to charge its full costs of providing installing and operating a replacement
standard gas meter requested by the gas supplier in accordance with principles
and methodologies approved by the Authority, if the gas suppliers' request is to
replace an existing standard gas credit or prepayment meter at premises connected
to the Network by means of a service pipe, with a like standard gas credit or
prepayment meter, and the existing standard gas credit or prepayment meter may
otherwise be utilised by the gas supplier and is operational within the limits of

required accuracy;
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2.6.2

(©)

(d)

the Licensee shall comply with the gas supplier's request prior to the
commencement of the supply of gas to those premises by the gas supplier or at
the request of the gas supplier at any time thereafter as soon as is reasonably

practicable; and

where a gas supplier requests a standard gas pre-payment meter in excess of the
percentage permitted under Condition 2.6.1(a) then the gas supplier's requirement
shall be treated in accordance with the provisions of Condition 2.6.2 as if that

requirement were for a non standard gas pre-payment meter.

Provision of Non Standard Credit Meters and Pre-payment meters

The Licensee shall:

(a)

comply with any reasonable request by any gas supplier wishing to supply gas to
premises to provide and install at those premises a gas meter owned by the
Licensee being a non standard gas credit or pre-payment meter (but being of an
appropriate type), specified by the gas supplier, if a meter of that type is readily

available to the Licensee; and:

@) if the Licensee's capital, installation and (if any) operational costs of the
non standard gas credit or pre-payment meter are greater than those like
costs of a corresponding standard gas credit or pre-payment meter, as the
case may be, then the Licensee shall be entitled to receive from the gas
supplier the difference in the costs in accordance with principles and

methodologies which the Authority has approved; or

(i)  if the Licensee's capital, installation and (if any) operational costs of the
non standard gas credit or pre-payment meter are less than those like costs
of a corresponding standard gas credit or pre-payment meter, as the case
may be, then the Licensee shall pay the gas supplier the difference in the
costs in accordance with the principles and methodologies which the

Authority has approved; provided that

(i1i)  if the gas supplier's request is to replace an existing gas meter at premises
connected to the Network by means of a service pipe, and that meter may

otherwise be utilised by the gas supplier and is operational within the
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limits of required accuracy, then the provisions of Condition 2.6.2(a)(1)
and (ii) shall not apply and the Licensee shall be entitled to charge its full
costs of providing, installing and operating the gas meter requested by the
gas supplier in accordance with principles and methodologies approved by

the Authority;

(b)  comply with a request under Condition 2.6.2(a) prior to the commencement of the

supply of gas to those premises by the gas supplier or at the request of the gas

supplier at any time thereafter as soon as is reasonably practicable; and

(c)  inthe case of a non standard gas pre-payment meter the provisions of Condition

2.6.2(a) shall apply as stated whilst no more than 13 per cent of the total number

of meters relied on by the gas supplier are of the pre-payment type and if this

percentage is exceeded, then for the purposes of Condition 2.6.2(a) the

comparison of costs of a non standard gas pre-payment meter shall be with a

standard gas credit meter.

2.6.3 Installation of Gas Suppliers Meter

The Licensee shall:

(a)  comply with any reasonable request by any gas supplier wishing to supply gas to

premises to install at those premises a gas meter of an appropriate type owned by

the gas supplier (or the owner or occupier of the premises); and

(1)

(ii)

if the Licensee's, installation and (if any) operational costs relating to such
a gas meter are greater than the capital, installation and (if any) operational
costs of a corresponding standard gas credit or pre-payment meter, as the
case may be, then the Licensee shall be entitled to receive from the gas
supplier the difference in accordance with principles and methodologies

which the Authority has approved; or

if the Licensee's installation and (if any) operational costs relating to such a
gas meter are less than the capital, installation and (if any) operational
costs of a corresponding standard gas credit or pre-payment meter, as the

case may be, then the Licensee shall pay the gas supplier the difference in
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2.6.4

2.6.5

accordance with the principles and methodologies which the Authority has

approved; provided that

(i1i)  if the gas supplier's request is to replace an existing gas meter at premises
connected to the Network by means of a service pipe, and that meter may
otherwise be utilised by the gas supplier and is operational within the
limits of required accuracy, then the provisions of Condition 2.6.3(a)(1)
and (ii) shall not apply and the Licensee shall be entitled to charge its full
costs of installation and operation of the gas meter requested by the gas
supplier in accordance with principles and methodologies approved by the

Authority;

(b)  comply with a request under Condition 2.6.2(a) prior to the commencement of the
supply of gas to those premises by the gas supplier or at the request of the gas

supplier at any time thereafter as soon as is reasonably practicable; and

(c)  inthe case of a gas pre-payment meter the provisions of Condition 2.6.3(a) shall
apply as stated whilst no more than 13 per cent of the total number of meters
relied on by the gas supplier are of the pre-payment type and if this percentage is
exceeded, then for the purposes of Condition 2.6.3(a) the comparison of costs of a

gas pre-payment meter shall be with a standard gas credit meter.

Prohibition on undue discrimination

The Licensee shall not show any undue preference towards or undue discrimination
against any gas supplier seeking the provision and/or installation of a gas meter under

this Condition.

Disconnection of Meters

Subject to Condition 2.6.6, where any gas meter owned by the Licensee is disconnected
by or returned to the Licensee, it shall promptly make an appropriate record of the details
displayed on the register of the meter at the time of disconnection or return and of such
other information in its possession as shall subsequently enable the identity and time of
disconnection or return of the meter and the premises from which it was disconnected to
be ascertained and shall keep such a record for a period of not less than two years from

the date of the later of such disconnection or return.
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2.6.6

2.6.7

Safe Custody of Meters

Where the Licensee has reasonable cause to believe that any gas meter owned by it and

disconnected by or returned to it is the subject of:

(a) anyinvestigation in relation to proceedings or possible proceedings relating to the

alleged theft of gas by any person; or
(b)  adispute as to the accuracy of the meter;

the Licensee shall use all reasonable endeavours to keep the meter in safe custody in the

condition in which it was disconnected or returned and with the register unaltered:

(a)  during the period of six months beginning with the date on which the meter was
disconnected or returned, for so long as the Licensee continues to have reasonable

cause to believe that the meter is or may be so relevant; and
(b) thereafter for as long as, to the Licensee's knowledge, the meter is so relevant.

Provision of Information

Where the Licensee is notified, pursuant to any regulations made under Article 22 of the
Order, of the connection or disconnection of any meter at any premises for the purposes
of that Article, it shall promptly give to the gas suppliers in respect of those premises the
information so notified and furnish any further information as such gas suppliers may
reasonably request relating to the meter and which the Licensee either has or may readily

obtain.
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Condition 2.6A Provision of information to a relevant gas licence holder

2.6A.1

2.6A.2

2.6A3

2.6A4

Obligation to provide information

The Licensee shall furnish to any relevant gas licence holder such information
concerning the operation and technical specifications of the Network in such

manner and at such times as may:

(a) reasonably be required by that relevant gas licence holder to enable it to
comply with its obligations under its own gas conveyance or gas storage

licence or under any document established pursuant to a gas licence; or

(b) be specified in directions issued from time to time by the Authority to the
Licensee for the purpose of this Condition 2.6A.1, having taken into
consideration any representations made to the Authority by the Licensee and
any relevant gas licence holder, and in accordance with any conditions

contained in such directions.

Ability to refuse

The Licensee shall be entitled to refuse to provide information under Condition
2.6A.1 on the grounds that its disclosure would seriously and prejudicially affect
the commercial interests of the Licensee unless and until the Authority, by notice
in writing given to the Licensee, directs it to provide that information on the
ground that provision thereof is necessary or expedient for the purpose mentioned

in Condition 2.6A.1.

Excluded information

This Condition 2.6A shall not require the Licensee to produce any documents or
give any information which it could not be compelled to produce or give in

evidence in civil proceedings before the High Court.

Arrangements for protecting confidentiality

The Licensee shall not be obliged under Condition 2.6A.1(a) to provide
information to any relevant gas licence holder which has not established, whether
in pursuance of a licence condition or otherwise, effective arrangements designed
to secure that information provided in pursuance of this condition (and similar

licence conditions) is not communicated, directly or indirectly, to any gas supplier
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or any person acting on behalf of a gas supplier who has made or seeks to make
arrangements with that licensee in pursuance of which gas is conveyed through

that licensee’s network.

2.6A.5 Definitions and interpretation

In this Condition 2.6A, unless the context otherwise requires:

(a) “relevant gas licence holder” means any holder of a licence granted pursuant
to Article 8(1)(a) or 8(1)(b) of the Order and/or any holder of a licence to
convey (whether by transmission pipe-lines or distribution pipe-lines) or store
gas granted under the relevant legislation of a jurisdiction other than Northern

Ireland; and

(b) references to “licence” and “gas supplier” shall not be limited to licences
g pPp
granted under, or gas suppliers operating pursuant to licences or exemptions

granted under, the Order.
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Condition 2.7: Conduct of Transportation Business

2.7.1  Conduct of business activities

The Licensee shall conduct its business activities relating to the conveyance of gas
(including any activities related to the making of arrangements with Other Network
Operators for the conveyance of gas through their networks for the purposes of

Condition 2.13) in the manner best calculated to secure that neither:

(a)  thelieensee-orany affiliate or related undertaking-efit or any company of which

the Licensee is an affiliate or related undertaking; nor
(b)  any other licence holder or exemption holder;

obtains any unfair commercial advantage in any business in the storage or supply of gas
including, in particular, any such advantage from a preferential or discriminatory

arrangement.

2.7.2  Disclosure of information

The Licensee shall:

(a) use its best endeavours to secure that any information relating to or derived
from its business activities relating to the conveyance of gas (including any
activities related to the making of arrangements with Other Network
Operators for the conveyance of gas through their networks for the purposes
of Condition 2.13) is not disclosed for the benefit or used for the purposes

of:

(1) any trading business affiliate or (so far as the Licensee can require it)

related undertaking of the Licensee:

(11) any company of which the Licensee is an affiliate or related

undertaking; and
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2.7.4

(b)

subject to paragraph (a) above, not show any undue discrimination against,
or undue preference towards, any person or class of person, in disclosing
any information relating to its Authorised Business which may be

commercially advantageous to any other person..

Exempt information

Condition 2.7.2 shall not extend to:

(a)

(b)

(©)

(d)

(e)

()

information received by the Licensee which is relevant to any trading business of

the Licenseesbutontyinse-faras-thatinfermationrelatesdirectlyto-the supphy-of
cas-astay-be-made-exelustvely-by-the Lieensceunder Condition3-2-2; or

information specified in any consent to non-compliance with that Condition given

by the Authority to the Licensee; or

information relating to a particular licence holder or holder of an exemption
which that party has consented in writing to being used or disclosed in accordance

with the terms of that consent; or

information which it is necessary for the trading business to use or disclose in

order to enter into and comply with arrangements for the conveyance of gas; or

information which is in the public domain (other than as a result of contravention
by the Licensee of any Condition of any licence granted under this Licence

Document); or

information which is required to be disclosed pursuant to a Condition of anythe

licence granted under this Licence Document.

Additional definition

In this Condition "trading business" means activities connected with the acquisition and

disposal of gas in Northern Ireland other than for the efficient operation of a pipe-line

system operated by the Licensee or for replacing gas lost from the Network.
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Condition 2.8: Emergency Services and Obligations

2.8.1 Emergency telephone service

The Licensee shall, in co-ordination with all other relevant persons :

(a)  establish, or procure the establishment of, and subsequently operate and maintain,
or procure the subsequent operation and maintenance of a single continuously
attended telephone service (including reasonable facilities to communicate with

deaf or partially hearing persons):

(i)  forthe receipt of reports of escapes of gas in respect of which the Licensee
or such other relevant person may have obligations under Article 60 of the
Order or under any regulations made by the Department under Schedule 5

paragraph 2 of the Order; and

(i1))  forthe Licensee to be informed of any escapes of gas in respect of which it

may have such obligations; and

(b)  secure adequate publicity for the service and its telephone number, having regard,

in particular, to the special needs of blind or partially sighted persons.

2.8.2  Prevention of gas escapes

Where any gas escapes from the Network the Licensee shall, as soon as reasonably
practicable of being informed of the escape, attend the place where gas is escaping and
the Licensee shall take all necessary steps to prevent an escape of gas from any part of
the Network or otherwise in any premises within 12 hours of receiving a report of such
an escape (or of earlier becoming aware of the same); and subject to Condition 2.8.3, the
Licensee shall make arrangements whereby, in preventing an escape of gas in any

premises to which it conveys gas:
(a)  the prevention is effected, so far as it is reasonably practicable and safe to do so:

(i)  in such a way as to maintain the supply of gas to those premises and to

appliances designed for use by domestic consumers for heating or cooking;

(i1) by carrying out any appropriate minor appliance repairs; and
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2.8.3

2.84

(iii)) by a person adequately trained in recognising the signs of leakage of
carbon monoxide and instructed to report any such signs to the owner or

occupier of the premises; and

(b) if further repair work is required, information is given to the owner or occupier of
the premises or, in their absence, left at the premises as to persons in the locality
who are permitted pursuant to regulations under the Health and Safety at Work

(Northern Ireland) Order 1978 to perform repairs on gas fittings.

Carrying out of work

Nothing in Condition 2.8.2 shall oblige the Licensee to carry out any work which cannot
be completed within 30 minutes of entering the premises for the purpose of preventing
the escape or would use materials costing more than ;£4.00 adjusted annually in line

with the retail price index from September 1996.

Special arrangements for pensioners, etc

Unless it has already done so, the Licensee shall make arrangements whereby, so far as
is reasonably practicable, the occupier of any premises to which gas is conveyed by the

Licensee who:
(a)  1is a domestic consumer;
(b)  1is chronically sick, disabled or of pensionable age;

(c)  does not share the occupancy of the premises with any person who is not

chronically sick, disabled or of pensionable age or a minor; and

(d) is included in the list of domestic consumers information in respect of
which has been provided to the Licensee by any other gas supplier under

the conditions of that party's licence or exemption;

is not deprived of adequate heating and cooking facilities where the conveyance of gas to

those premises has been disconnected for the purpose of averting danger to life or

property.
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2.8.5

2.8.6

2.8.7

2.8.8

Modification of arrangements

The Licensee shall maintain the arrangements made by it in relation to the matters

referred to in Condition 2.8.4, with such modifications to which the Authority consents.

Application of Condition 2.8.7

Condition 2.8.7 shall apply in relation to:

(a)  non-domestic consumers who are supplied with gas on terms on which the supply

of gas may only be interrupted or reduced in pursuance of sueh-a—term—as—is

mentionedin-Condition3-153-orin-pursuance-of-directions given under section
2(1)(b) of the Energy Act 1976; and

(b)  the premises of such non-domestic consumers.

Priority for maintenance of supply

Where the Licensee considers that, for reasons of safety (unrelated to particular premises
or a particular locality), the supply of gas to any non-domestic consumer to whom this
Condition applies or the conveyance of gas to their premises needs to be interrupted,

reduced or restricted, it shall, so far as is reasonably practicable in the circumstances

having regard to the over-riding importance of safety:

gas-as-is-mentionedin-Condition3-153-er(b) when interrupting or restricting the
conveyance of gas, give priority to the maintenance of the supply of gas to consumers
on the priority list required by Condition 2.8.9 and the conveyance of gas to their

premises.

Consultation with the Department

Where the reasons of safety referred to in Condition 2.8.7 relate to the whole or a
substantial part of Northern Ireland or there is a significant shortage of gas affecting the
whole or a substantial part of Northern Ireland, the Licensee shall consult with the

Department on the taking of any such steps as are mentioned in Condition 2.8.7 (a) or (b)
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and, so far as is reasonably practicable in the circumstances having regard to the over-

riding importance of safety, shall do so before taking any such steps.

2.8.9  Priority List

The Licensee shall:

(a) unless it has done so before being licensed, establish a list of non-domestic
consumers who should be given priority as respects the maintenance of a supply

of gas and the maintenance of the conveyance of gas to their premises; and

(b)  review, and so far as appears appropriate, amend the list from time to time, after
consultation with relevant gas suppliers, and, without prejudice as aforesaid, shall
conduct such a review and make any such amendments on being directed so to do

by the Department;

and, if the Department has designated criteria to be taken into account when such a list is

established or revised, the Licensee shall so take account of those criteria.

2.8.10 Determination by the Department

Any question arising under this Condition as to whether a particular non-domestic

consumer satisfies the designated criteria shall be determined by the Department.
2.8.11 Definition
In this Condition 2.7

“relevant persons” means all persons that undertake in Northern

Ireland the activities specified in Article 6(1)(a) of the Order.
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Condition 2.9: Standards of Performance

29.1

29.2

293

Licensee to take steps for the achievement of performance standards

The Licensee shall establish, unless it has done so before the coming into effect of this
licence, and shall diligently take all reasonable steps for the achievement of standards of

performance ("the established standards") relating to:

(a)  the connection of the premises of domestic consumers to be supplied with gas to

the Network and the maintenance of such connections;

(b)  the arrangements made under Condition 2.8.4;

(c)  the prevention of escapes of gas in or into the premises of domestic consumers.

Visits to premises, etc

The established standards shall, in particular:

(a)  govern the making of visits to premises and the response to complaints and
enquiries made in person, by telephone, in writing or otherwise in respect of the

matters specified in Condition 2.9.1; and

(b) take into account the interests of those who are chronically sick, disabled or of

pensionable age.

Report to Authority and General Consumer Council

As soon as is reasonably practicable after the end of each year ending on 31 December,
the Licensee shall submit to the Authority and General Consumer Council a report
dealing with the matters mentioned in Conditions 2.9.1 and 2.9.2 which shall include a
comparison of the Licensee's performance against the established standards in relation to

that year and shall:

(a)  make public the report so submitted in such manner as will in the reasonable

opinion of the Licensee secure adequate publicity for it; and
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(b)  send a copy of it free of charge to any person requesting one

except that, in performing the obligations under Conditions 2.9.3(a) and (b), the Licensee
shall ensure that individual consumers cannot readily be identified except where they

have consented.
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Condition 2.10: Maintenance of Records

2.10.1 Recorded information

2.10.2

The Licensee shall hold in an appropriate form recorded information, insofar as the

Licensee is reasonably able to acquire it, as to:

(a)

(b)

(c)

(d)

(e)

()

every premises and pipe-line system to which gas has been conveyed by means of

the Network during the relevant period;

every third party who has arranged with the Licensee for gas to be conveyed by
means of the Network at any place referred to in Condition 2.10.1(a) during the

relevant period;

insofar as the Licensee has been furnished with the information, in respect of each
premises referred to in Condition 2.10.1(a) every gas supplier who has supplied
during the relevant period gas which has been conveyed to those premises by

means of the Network;

insofar as the Licensee has been furnished with the information, the ownership of
every meter first installed after the outlet of the final control valve of the service
pipe at any premises referred to in Condition 2.10.1(a) for ascertaining the
quantity of gas conveyed to the premises by means of that system during the

relevant period;

any information contained in a notice given to the Licensee under any regulations
made by the Authority under Article 22 of the Order during the relevant period;

and

any information which has been provided to the Licensee by any other licence or
exemption holder whether directly or indirectly pursuant to the conditions of his

licence or exemption.

Additional definition

In this Condition, "the relevant period" means the preceding five years or such shorter

period to which the Authority may consent in respect of any of the above requirements.
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Condition 2.11: Powers of Licensee under Article 13 of the Order

2.11.1 The provisions of:

(a)  Schedule 2; and

(b)  Schedule 3;

of the Order shall apply to the Licensee.

Page 133 of 265142



Condition 2.12: Network Forecasts

2.12.1

2,122

2.12.3

Network Forecasts

The Licensee shall comply with a direction given by the Authority to prepare a statement
in such form as may be specified in the direction giving, for the year commencing with
the twelfth anniversary of this licence coming into force and each year thereafter, with
respect to each of the 10 succeeding years for the remaining term of this licence such

information as to forecasts of:

(a)  theuse to the best of the Licensee's knowledge and belief, likely to be made of the
Network or any part of the Network by persons authorised to convey, store or
supply gas under Article 8 of the Order (including the Licensee and any affiliate

or related undertaking of the Licensee); and

(b)  thelikely developments to the Network which the Licensee expects from time to
time to be taken into account in determining the charges for making connections

to that system and for entering into arrangements for the conveyance of gas;

as will assist a person seeking to connect a pipe-line of his to the Network or enter into
arrangements for the conveyance of gas in identifying and evaluating the opportunities

for so doing.

Revised Network forecasts

Except in so far as the Authority consents to the Licensee not doing so, the Licensee
shall, on an annual basis, prepare a revision of any statement prepared under Condition
2.12.1 so as to ensure that, so far as reasonably practicable, the information in the

revised statement is up to date.

Provision and publication of forecasts

The Licensee shall, subject to any requirement to comply as is appropriate with the
listing rules (within the meaning of Part IV of the Financial Services Act 1986) of the
Stock Exchange and with Condition 2.12.4:
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2.124

2.12.5

(a)

(b)

(c)

furnish the Authority with a copy of the statement prepared under Condition

2.12.1 and of each revision of the statement prepared under Condition 2.12.2;

in such form and manner as the Authority may direct, publish a description of the

statement and of each revision; and

send a copy of the statement and of each revision to any person who asks for one
on payment of a charge in respect of the cost incurred by the Licensee in
complying with this requirement which does not exceed such amount as the

Authority may from time to time direct.

Particular interests

In complying with the requirements of Condition 2.12.3 (b) and (c), the Licensee shall

have regard to the need for excluding, so far as practicable:

(a)

(b)

any matter which relates to the affairs of an individual, where the publication of
that matter would or might seriously and prejudicially affect the interests of that

individual; and

any matter which relates specifically to the affairs of a particular body of persons,
whether corporate or unincorporated where publication of that matter would or

might seriously and prejudicially affect the interests of that body.

Determination by Authority of particular interests

Except in so far as the Authority consents to the Licensee not doing so, the Licensee

shall refer for determination by the Authority any question as to whether any matter

seriously and prejudicially affects the interests of an individual or a body of persons.
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Condition 2.13 [Capacity BeekinlBooking

2.13.1

2.13.2

2.13.3

Licensee to maintain conveyance arrangements

Unless the Authority otherwise directs, the Licensee shall in respect of each Gas Year
hold rights, in respect of use by the Licensee of capacity in the pipeline system of
Other Network Operators, where such rights are available to the Licensee pursuant to
and in accordance with the arrangements made by the Network Operators for such

purposes, that are at least equal to the Forecast Network Capacity Requirement.

Forecast Network Capacity Requirement Definition

Forecast Network Capacity Requirement means the amount of capacity required to
ensure that sufficient gas can be conveyed to meet daily firm demand from Network
Consumers, which having regard to historical weather and other data derived from at
least the previous 50 years and to representations made by Gas Suppliers in
accordance with the procedures set out at Condition 2.13.3, is likely to be exceeded

only in 1 year out of 20 years

Annual Consultation

Unless the Authority otherwise directs;

(a)  no later than 21% February thereafter, the Licensee shall publish a draft
statement of its best estimate of Forecast Network Capacity Requirement in the
following Gas Year which, having regard to historical weather and other data
from at least the previous 50 years, is likely to be exceeded only in 1 year out
of 20 years in such form and manner as the Authority may direct and send a
copy of the statement to any person who asks for one on payment of a charge
in respect of the cost incurred by the Licensee in complying with this
requirement which does not exceed such amount as the Authority may from

time to time direct; and

(b) no later than 21* March thereafter, the Licensee shall publish a final statement
of the matters referred to in Condition 2.13.3(a)(i) above, having regard, in
addition to the considerations referred to in that Condition, to any
representations received by it within 21 days of the publication of the draft

statement.
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Additional Definitions

In this Condition:

“daily firm demand”

29

(‘day

“Network Consumers”

“Other Network Operators”

“Gas Year”

means the peak aggregate daily demand for gas by Network
Consumers from time to time which might reasonably be
expected after the supply of gas to each such consumer had
been interrupted or reduced to the extent that is permitted
under any contract between that consumer and its Gas

Supplier;

means a period beginning at 6am on one day and ending
immediately before 6am on the following day and “daily”

shall be construed accordingly; and

means all those persons located within the Licensed Area

who are supplied with gas from the Network; and

means a person licensed to convey gas under Article 8(1)(a)
of the Order or exempted from the requirement to be
licensed to convey gas under Article 7(1) of the Order, other

than the Licensee

means the period of time beginning at 06:00 hours on 641"
October in any calendar year and ending at 06:00 hours on

041" October in the next succeeding calendar year;
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Condition 2.14 System Operator Designation
20141 e donsadem oo

destenated-astrapstisstonsystemroperatorfor-the Network2442-Distribution system
operator

The Licensee is (for the purposes of Article 7 of Directive 2003/55/EC) hereby

designated as distribution system operator for the Network.
21432.14.2 Definition
In this Condition 2.14:

“Directive 2003/55/EC” means Directive 2003/55/EC of the European

Parliament and of the Council concerning common

rules for the internal market in natural gas.
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The Licensed Area

SCHEDULE 1

Licensed Area for the Convevance of Gas-andfor-the Supply-of-Gas

2) The Licensed Area comprises:

(a)

(b)

(©

(d)

the districts shown for the purposes of identification only, on the map attached

as Annex 1 to this Schedule 1 and more particularly described on the map

approved by the Department for these purposes and deposited with the

Authority or any copy of the approved map certified by the Authority as a true

Ccopy;

the areas within the boundaries of the following Electoral Wards (as falling

within the district of Larne):

(1)

(ii)

(iii)

(iv)

v)

Carncastle;

Kilwaughter;

Ballycarry;

Glenarm; and

Glynn;

the area within the boundary of the Electoral Ward of Millisle (as falling within

the district of Ards); and

the following premises:

(1)

(ii)

(i)

(iv)

26 Site 1 Boghill Road, Newtownabbey, Co. Antrim, BT36 4QS;

Tarmac Northern Ltd, 40a Boghill Road, Newtownabbey, Co. Antrim,
BT36 4QS;

Ballyearl Sports Centre, Doagh Road, Newtownabbey, Co. Antrim;

Ashers Baking Co, 581 Doagh Road, Newtownabbey, Co. Antrim,
BT36 5RZ;
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3)

“4)

(e

V) 583, Doagh Road, Newtownabbey, Co. Antrim BT36 5RZ;

(vi)  Miles Ash Ltd, 576 Doagh Road, Newtownabbey, Co. Antrim BT36
5BU;

(vii) Newtownabbey Council Depot, 570 Doagh Road, BT36 5BU; and
(viii) 50 Carnmoney Road North.

The area within the boundaries of each of the electoral wards of Comber North,

Comber South, Comber West, Comber East and Lisbane.

Eorthe purposes-of-theconveyanece Hieenece-onby+tThe Licensed Area shall also

comprise:

(a)

(b)

(©

(©)

(d)

©)

®

the land in on or over which pipe-lines are situated for the purpose of

conveying gas to the premises listed in paragraph 1.1(d) above;

the premises at The Temple Quarry, 26 Ballycarngannon Road, Lisburn, BT27
6YA;

the premises at The McQuillan Quarry, 15 Sycamore Road, Budore, BT29
4]JE;

the land in on or over which The McQuillan Quarry Pipeline is situated;
the land in on or over which The Quarry Pipeline is situated;

any premises which are, at any given location, situated within a 50 metre radius

of either The Quarry Pipeline or The McQuillan Quarry Pipeline; and

the land in on or over which pipelines are situated for the purpose of conveying

gas to premises specified in paragraph 1.2(f) above.

In paragraph 1.2:

“The Quarry Pipeline” means the distribution pipeline of the

Licensee which pipeline follows the route of
the A24 (as proceeding South from the

boundary of the area described in 1.1(a)
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“The McQuillan Quarry Pipeline”

above) and continuing South along the A24
to the junction of the Carr Road, continuing
North-West along the Carr Road to the
junction with the B178, continuing South-
West along the B178 to the junction with the
Ballycarngannon Road and continuing south
along the Ballcarngannon Road to (and
terminating at) the premises specified in

paragraph 1.2(b) above.

means the distribution pipeline of the
Licensee which pipeline follows the route of
the Upper Springfield Road, Divis Road,
Tornaroy Road, Wheelers Road,
Tornagrough Road, Tullyrusk Road and
continuing along the Sycamore Road to (and
terminating at) the premises specified in

1.2(c) above
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SCHEDULE 2
Premises to Which Gas May Be Supplied
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SCHEDULE 3

Right of Department to Revoke Licence

Circumstances allowing revocation

The Department may at any time revoke-either-of-the Hieeneesgranted-by this Licence

Document by not less than 30 days' notice to the Licensee:

(a)

(b)

(©)

(eed)

if the Licensee agrees in writing with the Department that such licence should be

revoked; or

if any amount payable under Condition 1.14 in relation to such licence is unpaid
30 days after it has become due and remains unpaid for a period of 14 days after
the Department has given the Licensee notice that the payment is overdue
provided that no such notice shall be given earlier than the sixteenth day after the

day on which the amount payable becomes due; or

if the Licensee fails to comply with a Final Order (within the meaning of Article
42 of the Energy Order) or with a Provisional Order (within the meaning of
Article 42 of the Energy Order) which has been confirmed under Article 42 of the
Energy Order and which (in either case) has been made in respect of a
contravention or apprehended contravention of a condition to which such licence
is subject or of a “relevant requirement” as defined in Article 41(2)(b) of the
Energy Order and such failure is not rectified to the satisfaction of the
Department within three months after the Department has given notice of such
failure to the Licensee, provided that no such notice shall be given by the
Department before the expiration of the period within which an application under
Article 44 of the Energy Order could be made questioning the validity of the Final
or Provisional Order or before the proceedings relating to any such application are

finally determined; or

if the Licensee fails to pay any financial penalty (within the meaning of Article 45
of the Energy Order) imposed in respect of a contravention or apprehended
contravention of a condition to which such licence is subject or of a “relevant
requirement” as defined in Article 41(2)(b) of the Energy Order by the due date

for such payment and such payment is not made to the Authority within three

Page 238 of 265142



months after the Department has given notice in writing of such failure to the

Licensee, provided that no such notice shall be given by the Department before

the expiration of the period within which an application under Article 49 of the

Energy Order could be made questioning the validity or effect of the financial

penalty or before the proceedings relating to any such application are finally

determined; or

(de) if the Licensee fails to comply with any order made by the Secretary of State
under Sections 56 or 73 of the Fair Trading Act 1973 or Section 10(2)(a) of the
Competition Act 1980; or

(f) if the Licensee:

@

(ii)

(i)

@iv)

is unable to pay its debts (within the meaning of Article 103(1) or (2) of
the Insolvency (Northern Ireland) Order 1989, but subject to Paragraph 4
of this Schedule 3) or if any voluntary arrangement is proposed in relation
to it under Article 14 of that Order or if it enters into any scheme of
arrangement (other than for the purpose of reconstruction or amalgamation
upon terms and within such period as may previously have been approved

in writing by the Department); or

has a receiver (which expression shall include an administrative receiver
within the meaning of Article 5(1) of the Insolvency (Northern Ireland)
Order 1989) of the whole or any material part of its assets or undertaking

appointed; or

has an administration order under Article 21 of the Insolvency (Northern

Ireland) Order 1989 made in relation to it; or

passes any resolution for winding up other than a resolution previously

approved in writing by the Department; or
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v)

becomes subject to an order for winding up by a court of competent

jurisdiction; or

() if at any time prior to the date six months following the Grant of the

(h)

lieeneeslicence the Licensee intentionally or recklessly fails to notify the

Department of any change in ownership of the equity capital of the Licensee as

soon as practicable after such change should have occurred; or there has been a

change in ownership of equity capital notified by the Licensee:

(1)

(ii)

(iii)

the Department is satisfied that the new shareholder (together with the
other companies in its group) does not have adequate technical, financial
or managerial strength taking into account the size of its shareholding in

the Licensee;

the Department serves notice on the Licensee stating that it proposes to
revoke the leeneeslicence in pursuance of this paragraph unless such
further change in the ownership of the Licensee as is specified in the notice
takes place (or ownership reverts to the person or those persons owning the
equity capital of the Licensee prior to the change) within the period of

three months beginning with the date of service of the notice; and

that further change or reversion in control does not take place within that

period; or

if at any time the Licensee intentionally or recklessly fails to notify the

Department of a change in control as soon as practicable after such change in

control should have occurred; or there has been a change in control notified by the

Licensee:

(1)

the Department serves notice on the Licensee stating that the Department

proposes to revoke the Heeneeslicence in pursuance of this paragraph

unless such further change in control of the Licensee as is specified in the
notice takes place (or control reverts to the person(s) controlling the
Licensee prior to the change) within the period of three months beginning

with the date of service of the notice; and
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(i)  that further change or reversion in control does not take place within that

period; or

@) if the Licensee is convicted of having committed an offence under Article 46 of

the Order or under Article 63 of the Electricity (Northern Ireland) Order 1992.

2. Revocation if Licensee ceases to carry on the licensed business

The Department may at any time by not less than 30 days notice to the Licensee:

fa)-, revoke the licence granted under paragraph 1(a) of the Grant if the Licensee has not
commenced carrying on its business in the conveyance of gas by 30th June, 1997 or thereafter

ceases for a period of 3 months to carry on its business in the conveyance of gas:-er

for-a-pertod-of 3-menths-to-carry-onits-businessin-the supply-efgas:, and in relation to any date

or period given in this paragraph 2 the Department shall substitute a later date or a longer period

where reasonably satisfied that exceptional circumstances which could not have been reasonably
foreseen by the Licensee had prevented, or could reasonably be expected to prevent, the carrying

on of the relevant business.

3. Revocation of licence if Licensee does not have title in assets of business

(a)  The Licensee shall acquire ownership of the relevant assets (as the same are
defined in Condition 1.13.6), required for the conduct of anythe licensed activity
and save as is permitted under Conditions 1.12 and 1.13, if the Licensee does not
have ownership of the relevant assets required for the conduct of anythe licensed
activity under this Licence Document, then the Department may at any time by

not less than 30 days' notice to the Licensee revoke the licenceforsuchticensed

(b)  For the purposes of this paragraph 3 of this Schedule 3 the Licensee shall own a
relevant asset if it could not otherwise be treated as having been disposed of (as

disposal is defined in Condition 1.13.7).

4. Licensee's deemed ability to pay its debts
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(a)

(b)

For the purposes of paragraph 1(f)(i) of this Schedule 3, Article 103(1)(a) of the
Insolvency (Northern Ireland) Order 1989 shall have effect as if for ";£750" there
was substituted ";£250,000" or such higher figure as the Department may from

time to time determine by notice in writing to the Licensee.

The Licensee shall not be deemed to be unable to pay its debts for the purposes of
paragraph 1(f)(i) of this Schedule 3 if any such demand as is mentioned in Article
103(1)(a) of the Insolvency (Northern Ireland) Order 1989 is being contested in
good faith by the Licensee with recourse to all appropriate measures and
procedures or if any such demand is satisfied before the expiration of such period
as may be stated in any notice given by the Department under paragraph 1 of this

Schedule 3.

Additional definition

For the purposes of paragraph 1(h) of this Schedule 3, there is a change in the control of

the Licensee whenever a person obtains control of the Licensee who did not have control

of the Licensee when this licence was granted; and sub-sections (2) and (4) to (6) of

Section 416 of the Income and Corporation Taxes Act 1988 shall apply for the purpose

of determining whether for the purposes of this paragraph a person has or had control of

the Licensee, but at any time should no person have control then for the words "the

greater part" wherever they occur in the said sub-section (2) there shall be substituted the

words "one-third or more".
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SCHEDULE 4

Licensee's Development Plan

Development of the Network

The Licensee shall act to develop the Network and each element of the Network with all

reasonable diligence so as to have installed and brought in to operation no later than the

twelfth anniversary of the Grant a system of distribution pipelines readily capable of

serving all reasonable demands for the offtake of gas in the districts set outin Annex 1 to

this Schedule 4, and in any event:

(a)

(b)

(©)

(d)

the Licensee shall commence the installation of distribution pipe-lines in each
district no later than the infill start date for that district shown in Annex 1 to this

Schedule 4;

the Licensee shall subject to sub-paragraphs (d) and (e) below instal and bring
into operation or make readily capable of being brought into operation
distribution pipe-lines such that not less than ninety per cent of premises then in a
district may be readily connected to the Network no later than the infill date for
that district, which shall be a date five years after the infill start date for that

district shown in Annex 1 to this Schedule 4;

the Licensee shall subject to sub-paragraphs (d) and (e) below instal and bring
into operation or make readily capable of being brought into operation
distribution pipe-lines such that not less than ninety per cent of the cumulative
annual total number of premises (excluding Larne) in the Licensed Area in any
year shown in Annex 1 to this Schedule 4 may be readily connected to the
Network by the end of that year for each year commencing on 1st January 1997

and ending on the 31st December 2008;

in determining whether the Licensee has succeeded in its obligations under sub-
paragraphs (b) and (c) above there shall be excluded from the number of occupied
premises in the district or the Licensed Area as the case may be the number of
such premises owned by the Northern Ireland Housing Executive (the
"Executive") or any housing association in Northern Ireland, which had not by the

end of the relevant period been adapted for the consumption of gas in the relevant
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district or Licensed Area as the case may be, and which the Licensee had been

advised by the Executive and/or a housing association would not be so adapted;

(e) in further determining whether the Licensee has succeeded in its obligations
under sub-paragraphs (b) and (c) above the Licensee shall be treated as having
fulfilled its obligation if it had succeeded in respect of all but ten (or less) per cent
of the stated percentage of numbers of premises identified by those sub-

paragraphs; and

(f)  where the Licensee has not succeeded in making the number of premises provided
for in paragraph (c) above readily connectable to the Network in any year, then
for the purposes of Condition 2.2.3(a) the Licensee may cease to be exclusively
entitled to convey gas in those districts in which in that year it did not make
readily connectable the number of premises indicated in Annex 1 to this Schedule

4;

and for the purposes of this Licence Document:

(g) the Licensee's obligations under sub-paragraphs (a), (b) or (c) may otherwise be

referred to as development targets; and

(h)  the Licensee shall be deemed to have installed and brought into operation a
system of distribution pipe-lines readily capable of serving all reasonable
demands for the offtake of gas in the districts set out in Annex 1 to this Schedule

4 if it has met all its development targets.

Development of the Market

The Licensee shall act to encourage the rapid and extensive development of the market

for gas supplies in the Licensed Area-and-shall-withrespeetto-the premiseswhichare the
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Revising the Licensee's Obligations to Develop the Network

At the request of the Licensee the Authority shall revise any date referred to in paragraph
1(a), (b) or (c) of this Schedule 4 to a later date reasonably appropriate in all the

circumstances:

3.1 ifitis reasonably satisfied that exceptional circumstances which could not have
been reasonably foreseen by the Licensee had prevented, or could reasonably be
expected to prevent, the Licensee in achieving the installation and bringing into

operation of the relevant pipe-line(s);

3.2 asthe Licensee and Authority may agree and in respect of any infill start date the
Authority may not withhold its agreement to revising that date for a later date
provided that another district or other districts with a similar or greater number of
occupied premises in aggregate with later infill start dates have those dates

revised to no later than the original infill start date for the first district; or

3.3 ifitisreasonably satisfied that by reasons of statutory process that could not have
reasonably been further expedited or avoided by the Licensee, the Licensee had

been delayed in installing and bringing into operation the relevant pipe-lines.

and for the purpose of sub-paragraph 3.1 above exceptional circumstances shall not

include the availability of funds to the Licensee whether or not foreseeable.

General Development Plan

Without prejudice to the generality of the foregoing provisions of this Licence Document
the Licensee shall in good faith pursue the general objectives of the General

Development Plan set out in Annex 2 to this Schedule 4.

Additional Definitions

Readily connected in relation to premises means premises whose curtilage is within 50

metres of a distribution pipe-line.
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Revision of dates

Where by virtue of the provisions of this Schedule 4 any date is revised then the revised

date shall be applied for the purposes of this Licence Document.
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Premises in Licensed Area

SCHEDULE 4

ANNEX 1

District | District Name
Number
1997 | 1998 | 1999 | 2000 | 2001 2002 2003 2004 2005 2006 2007 2008 Total
1 Carrickfergus 2391* | 2293 | 1639 1317 1870 9510
2 Newtownabbey 3147* | 4199 | 5569 | 4248 199 2960 2961 23283
3 North & West | 6819% | 14956 | 14741 | 13644 | 14312 64472
Belfast
4 Duncrue 721%* 721
5 South Belfast 4879* | 1655 | 6342 | 6128 | 7556 26560
6 Lisburn 5338* | 5686 6237 17261
7 East Belfast 9385* | 9746 9793 6759 35683
8 Carryduff & 6577* | 5377 5766 5183 22903
Castlereagh
9 Newtownards 4502* | 3420 5069 12991
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10 North Down 4990* | 5654 5655 6834 5532 28665
11 Harbour 353* 353
12 Larne 557* | 1801 | 1784 | 926 1038 6106
Annual Total 12419 | 20315 | 29474 | 29418 | 29034 | 17277 22292 | 21684 21951 | 19674 | 14718 | 10252 | 248508
incl Larne
Cumulative 12419 | 32177 | 60407 | 89842 | 119734 | 136899 | 160229 | 181913 | 203864 | 223538 | 238526 | 248508 | 242402
Annual Total
(exc Larne)
Cumulative 12419 | 32734 | 62208 | 91626 | 120660 | 137937 | 166229 | 181913 | 203864 | 223538 | 238526 | 248508 | 248508
Annual Total
(inc Larne)
* infill start date for the relevant district shall be no later than 31st December of that year shown in the column heading
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SCHEDULE 4
ANNEX 1 (CONTINUED)

For the purposes of the table in this Annex 1 the numbers of premises stated are based on
census and other public information available at the date of the Grant and these numbers
shall be revised by the Licensee with the agreement of the Authority where more
accurate information as to the numbers of occupied premises in the Licensed Area and

the districts becomes available.

With the consent of the Authority the Licensee may revise the number of premises
attributed to any district in any one year under the table in this Annex 1 and the
Authority may not withhold its consent to such a revision if the cumulative total number

of premises in that year shown in Table 1 remains unchanged or becomes greater.
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SCHEDULE 4
ANNEX 2

Development Plan

This development plan for a natural gas industry in Northern Ireland has been prepared by the
Licensee. The Licensee is at the date of the Grant a wholly owned subsidiary of British Gas plc
(BG) but without prejudice to the foregoing provisions of this Licence Document it is intended

that the Licensee will become a joint venture company.

The plan has been constructed based on the strengths of BG, which will be enhanced by the

strengths of partners:

benchmark standards of health, safety and care for the environment in all aspects of the

gas conveyance, storage and supply (including utilisation) business.

first class engineering skills in the design, construction, planning, operation, control and

maintenance of gas transmission, storage and distribution systems.

fuel marketing expertise in highly competitive markets including appliance retailing and

customer service operations and standards.
financial strength.
understanding and working with the implications of long term investments and returns.
international professional project management skills in capital intensive schemes.
gas purchase and supply matching and contracting.
modern metering and billing techniques.

technical know-how in all types of gas utilisation including CHP ensuring highest

thermal efficiencies and safety.
employment and training of local employees.

operating in a developing regulatory regime.



experience in comprehensive customer care charters and working with consumer

organisations.

research and technology back-up including strong links with Queens University Belfast.

commitment to ensuring equal opportunities for all.

To these ends the Licensee will develop an efficient and economic gas industry in accordance
with this plan. Natural gas will bring major benefits to Northern Ireland in terms of the

environmental, local employment, energy efficiency and in providing fuel choice.

The plan takes account of the potential for supplies to consumers in other areas of the Province.
It will enable gas dependent industries, ie both those providing a service to a gas industry and
those industries which can only operate with gas, to be established and it will attract industries
from abroad which have experience of using natural gas and for whose processes natural gas is

the preferred fuel.

The plan assumes the construction initially of a new 600mm diameter high pressure pipeline from
Ballylumford to Torytown near Belfast and later an extension across to the south side of Belfast
Lough. This will be used to introduce gas to the old gas distribution system throughout the
Greater Belfast Area which will be refurbished on a phased basis. The Licensee intends to enter
into arrangements to acquire the old system under a statutory transfer scheme made under the Gas

(Northern Ireland) Order 1996.

It is intended to have the first gas flowing (subject to the granting of licences to convey and
supply gas) by late 1996 to industry and commerce. Supplies to the residential sector would

commence early in 1997.



Introduction

This development plan has been produced by the Licensee. The Licensee has all the
skills needed to ensure an ongoing safe and economic scheme which will bring the
advantages of choice, increased competition, convenience and environmental
improvements to Northern Ireland energy consumers. The plan concentrates on the
provision of natural gas in Greater Belfast and Larne although it does not preclude the
Licensee pursuing developments elsewhere either simultaneously or in due course as the

gas network expands.

Company Structure

The Licensee has been set up by BG. BG will shortly enter into joint venture
arrangements with other parties. This will have the purpose of achieving the optimal
development of a natural gas industry based on best managerial, operational, technical
and financial practices represented by the strengths of the individual shareholders. In
order to implement this development plan the Licensee has been incorporated as a
private limited company in Northern Ireland. It is intended that each of the shareholders
will employ and provide relevant resources to produce and implement the long term

development plan for the Licensee and for the industry.

The Licensee will employ local people where possible and appropriate, while complying
with Northern Ireland employment legislation. The Licensee and its contractors will

provide training to ensure that all required standards are properly met.

Market and Infrastructure Development

The development of the natural gas market is based on market research and on
experience of market development in similar situations in Great Britain when offering
natural gas as an alternative fuel in areas outside the existing gas supply area. The rate
of expansion of the pipelines is designed so as to provide system integrity and safety
while meeting market needs in an optimal economic manner. The rate is capable of

rapid adjustment to meet changing market needs.



4.1

4.2

4.3

4.4

Organisation

General

The Licensee will use best available technology and innovative arrangements with
contractors and suppliers to make best use of existing and local resources to achieve the
construction of a complex distribution system along with the installation of gas

equipment and related services.

Engineering Work

Contractual arrangements have been designed to meet the operational requirements of
the project in the most optimal way. The advantages of long term relationships between
the contracting parties are being harnessed to allow contractor involvement at an early

stage and to help in the mobilisation of both management and labour.

Wherever possible the low pressure mains and services work will be carried out by local

personnel, trained to the required level of competence.

Control and Emergency Services

The safe operation and maintenance of the system will be the first priority of the
Licensee. The system will be constantly monitored by electronic sensors at district
pressure reduction sites and other key locations on the system, and the information will
be relayed to a central "grid control" and emergency service site. The centre will have

the responsibility of dealing with gas escapes and other emergency procedures.

Whilst the majority of this work will be carried out by fully approved contractors, a
small core team of specialists will be retained to maintain essential pressure control
equipment and provide support to the emergency service. Professionally qualified and
experienced engineering staff will be employed to co-ordinate non-routine operations

involving "live gas" remedial works and to provide a call out service when required.

Metering

Advanced metering systems such as the Quantum system and Automatic Meter Reading
(AMR) are now in widespread use in Britain and the Licensee wishes to adopt this

technology where appropriate. Quantum is a smart card system providing for payment



4.5

4.6

through local Post Offices, shops, etc in advance of gas consumption. This system
allows consumers to budget for their gas supplies and can minimise the occurrence of

debt and reduce the need for reading visits into houses.

AMR systems are available based on the new ultrasonic meter which is much smaller
than the traditional design. For these meters there will be limited need for meter reading
visits although visits will still be required to respond to "flags" indicating meter

tampering and other warnings such as those indicating the need to change batteries.

All systems require some specialist skills which will be provided by the Licensee for the

initial installation and subsequent training of personnel for maintenance and operation.

Domestic Customer Service

Installation work in customers premises is a specialist area. The registration scheme for
gas installers (Confederation of Registered Gas Installers CORGI) in Northern Ireland is
welcomed by the Licensee to facilitate the development of a pool of contractors qualified

to work on natural gas which will be used as a resource for the industry.

The arrival of CORGI in Northern Ireland, on-going work between the Licensee and
local training agencies and the establishment of an Approved Installers List (AIL) will

minimise the risk to the public from incompetent installers.

Industrial and Commercial Service

Specialist skills will be required in the industrial and commercial sectors both for
installation and conversion work. Links with existing burner suppliers and equipment
manufacturers will be built upon to ensure a quality service to customers which will

include:

(a)  assistance in the design and installation of new plant to take advantage of the

latest fuel management and gas engineering utilisation techniques;

(b) survey of existing plant, with detailed reports and recommendations on
conversion requirements and costs, likely efficiency and performance

improvements and reduced maintenance and service costs;



(c) design of plan and controls to meet the regulations and Codes of Practice

applicable at the time; and

(d) the introduction of advanced technology, and the re-design or modification of

plant to improve efficiency and increase productivity.

Training

As there has been no gas industry in Northern Ireland for many years, there are limited
resources readily available for natural gas related engineering and installation works. To
build a successful gas industry in Northern Ireland will require a highly skilled and
competent work-force. The Licensee will encourage the employment of local people
and ensure that the necessary training and assessment is available. The company is in
liaison with the Training and Employment Agency (TEA) and using local training
providers or Colleges of Further Education in the Belfast area to provide the necessary

skills training.

Construction of the distribution system will be undertaken by established gas
contractors. An approved training scheme based on National Vocational Qualification
Levels II/III is currently being prepared. All operatives will undergo a pre-start
assessment of competence and induction training. Safety training is regarded as an

integral part of the project and this will be reflected throughout the life of the project.

For engineering, established contractors will provide for assessment of personnel. A
joint Society of British Gas Industries (SBGI)/CITB/BG approved training scheme is
currently being planned. All teams will undergo an assessment of competence by the
Licensee's management in the three main areas of gas safety, polyethylene pipe fusion

and reinstatement.

Installers will be required to be CORGI or equivalent registered. In addition those
installers who wish to join the Approved Installers List (AIL) will be required to be
proven competent in additional ACOP modules including energy efficiency, system
controls, gas fire, and gas fire with backboiler installation. AIL installers will be
assessed by the training provider eg TEA for competence including initial CORGI
registration as well as the additional modules required to join the AIL. Depending on the

results of this assessment further training and assessment will be undertaken.



Joint training for emergencies involving management, service and engineering

personnel will be undertaken prior to gas being supplied.



Note: (does not form part of the Licence)

Consolidated to take account of following modifications:

1. Licence fee modification - March 1999 - (no copy of modification letter)

2. Transmission Forecast Review Modification - Date not known

3. EU Directive 98/30 - April 2003

4. Energy Order 2003 Modifications - 1st set - September 2003

5. Energy Order 2003 Modifications - 2nd set - April 2004 - (signed copy of modification letter)
6. Postalisation Modifications - October 2004 -(signed copy of modification letter)

7. Addition of Condition 2.13 and modification of Condition 2.7 — November 04 — (signed copy

of modification letter)
8. Supply exclusivity extension in Schedule 2 — January 05 — (signed copy of modification letter)
9. Development Plan Targets — Annex 1 to Schedule 4 — 6 October 2005 (signed letter).

10. Licence Extension (Schedule 1) to include ‘convenience customers’ and associated

modifications to Conditions 1.1.6 and to Condition 2.2 — 15 March 2006 (signed notice).
11. Modifications to Postalisation Conditions — 23 June 2006 (signed modification letter)

12. Licence Extension (re conveyance licence only) to include Temple Quarry — 5 July 2007

(signed extension letter)

13. Modifications to Condition 2.3A Conveyance Charges —2 August 2007 (signed modification
letter)

14. Licence Extension to include Comber electoral wards — 24 September 2007 (signed extension

letter

15. Licence Modifications by DETI to amend distribution-exclusivity over Temple Quarry and

Comber electoral ward areas — (signed modification letter/notice from DETT)



16. Licence Modifications to implement EU Directive 2003/55/EC — 16 November 2007 (signed

modification notice)

17. Licence Modifications to implement EU Directive 2003/55/EC - (revocation of the Supply
section (Part 3) and amend Parts 1 and 2 of Licence Document to remove references to supply

and transmission.



