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GRANT AND TERM OF LICENCE

Licence granted under Article 8
of the Gas (Northern Ireland) Order

for the conveyance of gas

The Grant

Grant of Licence

The Director General, in exercise of the powers conferred by Article 8(1) of the Gas
(Northern Ireland) Order 1996 (the "Order") grantBGE (UK) Ltd. (the "Licensee") a
Licence to convey gas in the area designated in Schedule 1 theipgriod specified in
paragraph 3 below, subject to the Conditions set out in Parts 1 and 2 and the Schedules

annexed hereto.

Modification and Revocation of Conditions

The Conditions referred to above are subject to modification or amendment idaawsor
with their terms and/or with Articles 14, 17, 17A and 18 of the Order and/or with any
provision for the modification of the same in the Energy (Northern Ireland) Order 2003.
The Licence is further subject to the terms as to revocation specifietieade 2 annexed

hereto.

Term of Licence

The Licence shall come into force on 12 February 2002 and, unless revoked in accordance
with the terms specified in Schedule 2, shall continue in force until determined by not less
than 25 years' notice in wirig given by the Authority to the Licensee, such notice not to

be served earlier than 10 years from the date of grant of the Licence.

February 2002 Douglas B Mclldoon

Director General of Gas for Northern Ireland




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

1.1.2

Unless the contrary intention appears:

(@)

(b)

(€)

words and expressions used in this or any of the following Parts of the Licence or in
the Schedules hereto shall be construed as if they were in an enactment and the
Interpretation Act (Northern Ireland) 1954 applitedhem;

references to an enactment shall include subordinate legislation and in both cases
any statutory modification or +enactment thereof after the date when the Licence

comes into force; and

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

this or any of the following Parts of the Licence or in the Schedules hereto.

General Rules of Construction

Unless otherwise specified:

(@)

(b)

(c)

(d)

(e)

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 Gondition a
reference to "this Condition" shall be to the whole of the Condition under its

heading;

any reference to "the Conditions" means the Conditions to which the Licence is
subject and references to "any Conditions" and to any cognate expreisaibhe

construed accordingly;

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

(without prejudice to any provision which restricisck variation, supplement or

replacement) any reference to any agreement, Licence (other than this Licence),



code or other instrument shall include a reference to such agreement, Licence, code

or other instrument as varied, supplemented or replaced fnogrtdi time.

1.1.3 Headings

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

construction thereof.

1.1.4 Time Related Obligations

Where any obligation of the Licensee is expressed to require performance within a
spedfied 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 Licenseeaspn of the

Licensee's failure to perform within the time limit).

1.1.5 Natural Persons

These Conditions shall have effect as if, in relation to a Licence holder who is a natural
person, for the words "it", "its" and "which" there were substitutedvitrels "he", "his" or

"whom" and cognate expressions shall be construed accordingly.
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 theawbel

"affiliate" 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;

"amount" means, in relation to gas, the energy content

thereof expressed in kilowatt hours;

"auditors" means the Licensee's auditors for the time

being holding office in accordance with the



"authorisation of persons"

AAut horityo

Abal ancingo

"company"

"consumer"

"conveyance charges"

requirements of the Companies (Northern
Ireland) Order 1986;

means the power of the Licensee to authorise
persons, pursuant to Schedule 5 of the Order;

means the Northern Ireland Authority for
Energy Regulation;

means (in relation to the Network ai
relevant period for bahcing under the
Network Code) taking such measures
may be available to the Licensee,

particular measures:

() for managing the relationshi
between deliveries of gas to a
offtakes from the Network durin

that period; and

(i) to maintain pressures in tt

Network at all levels;

which will in the reasonable opinion «
the Licensee, ensure the safety ¢
efficiency of the Network in that o

any subsequent relevant period;

means a company within the meaning of
Article 3 of the Companies (Northehreland)
Order 1986 or any other body corporate;

means any person supplied with gas to

premises;

means the charges made by the Licensee for
the conveyance of gas;



"conveyance services"

ADepart ment o

Director General"

means all services provided hhetLicensee
of conveying gas to, through and within the
Licensed Area;

means the Department of Enterprise, Trade

and Investment;

means the Director General of Gas for

Northern Ireland;

Adomestic consumer aneans a persowho is supplied with gas

"distribution pipeline"

AEner gy Order o

"exemption holder"

"exercise of powers of entry"

“fir st operational

"Formula Year"

conveyed to premises at a rate which is
reasonably expected not to exceed 73,250

kilowatt hours a year;

means any pipéne which is not a

transmission pipéine;

means the Energy (Noemm Ireland) Order
2003;

means the holder of an exemption under
Article 7 of the Order;

means the Licensee entering any premises, in
accordance with the powers conferred by
Schedule 5 of the Order;

c aneemetineearliereoithe dadeavhea gas first

flows on a commercial basis through the
North West pipdine and the date the
Authority deems the North West pifiee to

be operational,

means successivenms of twelve months,
the first such period commencing on the first
operational commencement date and the last

such period commencing on the™24



"gas supplier"

"Grant"

"information"

"Licence"

"Licensed Area"

"Licensed Business

"Licensee"

"Network"

anniversary of the first operational

commencement date;

means any person authorised bydrice
under Article 8 of the Order or by exemption

under Article 7 of the Order to supply gas;

means the commencing section of this
Licence by which the Director General
granted the Licensee the Licence;

includes documents, accoanestimates,

returns, reports or other information;

means the Grant together with Parts 1 and 2
(incorporating the standard conditions of
licence applicable to the conveyance of gas
by designated pipeline operators referred to in
Part 2A) andschedules 1 and 2;

means the area in which the Licensee is
authorised to convey gas as set out in
Schedule 1;

means the activities connected with the

conveyance of gas pursuant to the Licence;

meansBGE(UK) Ltd.or, in the event of a
general assignment of the Licence in
accordance with Condition 1.10, the assignee

of the Licence;

i me a ns pigdlines (ashdefined by the
Gas (Northern Ireland) Order 1996, and shall
also include any plant, egpment or
apparatus used for, or for any purposes
connected with, the conveyance of gas)
within the Licensed Area that are owned



and/or operated bgnyLicensee, which pipe

lines shall, in the case of conveyance to
consumer 6s premise$ and
this definition, be deemed to terminate
immediately prior to the inlet of the first gas

meter at such premises:

"the Network Code" means the document prepared by the Licensee under
Condition 2.4.2;

Analmmesti c co0nNnsume me&nsaconsumer othbah a domestic

consumer;

"North West pipdine” means that section of the Licensee's
transmission pipéine running between the
connection point on the Ballylumford to
Torytown transmission pipkne and the off
take at Coolkeeragh and inclusive of abkg

plant;

Aoperational o means in relation to any pigme that the
pipe-line is in all respects complete and ready
for gas to flow and that in so far as it lies
within the Licenseeds
commissioning tests in respect of the pipe
line (as distinct from facilities to which such
pipe-lline is connected); have been

successfully completed.

"Order" means the Gas (Northern Ireland) Order
1996;
"owned" means in relation to any gas meter title in or

control over a meter and includes meters

leased to a person;

(



Aper son”

"postalisation”

"related undertaking"

means any company, firm, partnership,

association, body corporate or individual,

means the application of a system of uniform
common tariffs for the transmission of gas
through those transmission pipees
designated by the Department, irrespective of

the proportion of those pipiénes used;

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

"second oper at i onalmeanothernarleroktha datetwheth gas frsd

"Separate Business”

flows on a commercial basis through the
South North pipdine and the date when the
Authority deems the South North piiee to

be operational;

means each of the activities of the Licensee

connected with:

(a) the conveyance of gas by means of
transmission pipeline pursuant to a
licence granted in accordance with
Article (8)(1)(a) of the Order; and

(b) the conveyance of gas by means of
distributon pipeline pursuant to a licence
granted in accordance with Article
8(1)(a) of the Order; and

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



(d) the supply of gas pursuant to a licence
grantel in accordance with Article
8(1)(c) of 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 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 cookdated 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;

"South North pipdine” means that section of the Licensee's
transmission pipéine runnng between the
connection point on the North West pifiree
and the connection point on the Bord Gais
Eireann transmission pigae system in the
Republic of Ireland and inclusive of all gas

plant;

Aspur o means a pipdine connecting (directly or
indrect ' y) to the Licensee
line or South North pipd¢ine which runs to a
point designated by the Authority under
Condition 1.15.3(b)(ii) and which is
constructed or to be constructed for the
purpose of facilitating the taking of gas to a

town, customer, or group of customers;

10



"subsidiary" has the same meaning as given to it in Article
4 of the Companies (Northern Ireland) Order
1986;

"transmission pipdine" means any pipéne having a design
operating pressure exceeding 7 bar gauge;

"transportation arrangements” 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.

1.1.7 Singular/plural

The terms defined under Conditid..1.6 shall include the singular and the plural, as the

context requires.

1.1.8 Application

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

Ireland except where otherwise expressly specified.

11



Condition 1.2: Sepaate Accounts for Separatdusiness

1.2.1

1.2.2

1.2.3

Financial years

For the purposes of this Condition the first financial year of the Licensee shall run from the
date of Grant to the end of the accounting year and thereafter each financial year of the
Licensee sHarun from ™ January to the following 31December.

Separate Business Accounting

This Condition applies for the purposes of ensuring that the Lic€mseenjunction with
any affiliate or related undertaking of the Licensee) maintains int@c@unting and

reporting arrangements which enable

(a) separate financial statements to be preparedetmh Separatdusiness and
showing the financial affairs @fach such SeparaBeaisinessand

(b) facilitate the avoidance of discrimination, cresbsidisation 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 accounfim relation to each Sepate Businessprepared under Article
236 of the Companies (Northern Ireland) Order 1986, but shall be required to prepare such

accounts in accordance with this Condition.

Separation of Internal Accounts

The Licensee shall keep proper books of act®and records in such a form so that the
revenues and costs, assets and liabilities of, or reasonably attributablchoSeparate
Business are separately identifiable in the books of the Licensee from those of any other
business of the Licensee. ThemetLicensee shall, so far as is reasonably practicable,
prepare foreach SeparatBusiness on a consistent basis from its accounting records in

respect of each financial year, financial statements comprising of:
(@) aprofit and loss account;
(b) a statenent of net assets at the end of the period,;

(©) a cash flow statement for the period with a reconciliation to the financial statements

specified in sulparagraphs (a) and (b) above; and

12



1.2.4

1.2.5

1.2.6

(d) Balance sheet.

Apportionment

The financial statements ared under Condition 1.2.3 shall set out and fairly present the
costs (including depreciation), revenues, assets employed and liabilities of, or as may be
reasonably attributable tothat SeparateBusiness and showing separately and in

appropriate detathe amounts of any revenue, cost, asset or liability which has been:

(a) charged from or to any other business of the Licefseef any affiliate or related
undertaking of the Licenseegnd/or

(b)  apportiored between it SeparateBusiness and any othebusiness (such
apportionment to be undertakém accordancewith the basis of apportionment
approved by the Authority in accordance with Condition 1.2@gether with a
description of the charge basis ofapportionment.

Bases of apportionment

The Licensee shall, before the financial year commencing™aladuary 2003, notify the
Authority of thebasgs of apportionmenthat it proposes to use for the financial statements

in respect otach SeparatBusiness for that financial year, and:

(@) the bass of apportionment in respect of those financial statements shall bedke ba
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 faas the Authority consents to the Licensee doing so the Licensee
shall not change any basis of apportionment used in the financial statements in
respect ofainy Separat8usiness for any financial year subsequent to the financial
year commencing on ®1Jaruary 2003 from the basis used in the financial

statements in respect thiat SeparatdBusiness for that financial year.

Auditor's Reports

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

respect of a finanal year the Licensee shall

(@)  procurea report by the auditors and addressed to the Authority stating whether in

their opinion that set of financial statements have been properly prepared in
13



1.2.7

1.2.8

1.2.9

accordance with this Condition and give a true and fair wéthe revenues, costs,

assets and liabilities of, or reasonably attributable toS#pmaratd8usinessand

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

Separatdusiness and any other business of the Licensee

Copiesof accounts and auditor's reports to be provided to the Authority

The Licensee shall provide the Authorityth a copy of each set of financial statements
and auditor's reports required under this Condition as soon as reasonably practicable and in

any eent not later than six months after the end of each financial year.

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 Authaaiting regard to the purposes

of this Condition:
(@) 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 futhorit
and so that they may be reconciled with the published accounts of the Licensee

under the Companies (Northern Ireland) Order 1986.

Publication of Accounting Statements

The Authority may direct the Licensee to publish such accounting statementspants
(including but not limited to an auditor's report) as the Licensee is required to deliver to the

Authority under this Condition 1.2 with the annual accounts of the Licensee.

14



1.2.10 Construction of "costs or liabilities"

References in this Conditn to costs or liabilities of, or reasonably attributable aioy
SeparatdBusiness shall be construed as excluding taxation, capital liabilities which do not
relate principally toa particular Separat@usiness, and interest thereon; and references to
anyaccounting statement shall be construed accordingly.

1.2.11 Notes of transactions with related undertakings

The Licensee shall set out in notes to ptsblishedannual accounts any transactions
relating to the Licensed Business 0£800,000with relatel undertakings.

For the purpose of this Condition 1.2.11 ¢

€) any company in respect of which the Licensee (or its parents or subsidiaries) holds
20% or more of the shares;

(b) any company in respect of which the Licenseeit®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 the voting rightsainuhdertaking.

1.2.12 Additional Definition

In this Condition, the following term shall have the meaning ascribed to it below:

"UK generally accepted accounting principles and practices"” means the principles and
practices prevailing from to time in thenited Kingdom which are generally regarded as

permissible or legitimate by the accountancy profession irrespective of the degree of use.

15



Condition 1.3: Provision of Information to the Authority

1.3.1

1.3.2

1.3.3

134

Furnishing information

Subject to Conditions 1.3.2 @ri.3.3 below, the Licensee shall furnish information to the
Authority, in such manner and at such times as the Authority may reasonably require or as

may be necessary for the purpose of performing:
(&)  the functions assigned to it by or under the Ordeéhe 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 2 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 its Licensed Business), of any information or advice which the Authority propmses t

publish pursuant to Article 7 of the Energy Order.

Condition 1.3 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 infenation under or pursuant to any other Condition or
Schedule.

Condition 1.3 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, thesikall 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 forfurther information under Condition 1.3.1 if it states in writing that in
its opinion such information is, or is likely to be, necessary to enable it to exercise

functions under the Condition in question.

16



1.3.5 Limitation on obligation to furnish informmn

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.

17



Condition 1.4: Consultation with the General Consumer Council

1.4.1 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 of
gas insofar as tlyemay 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

detals 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 thee policies.

18



Condition 1.5: Restriction on Use of Certain Information

1.5.1 Use of protected information

Where the Licensee or any affiliate or related undertaking of the Licensee receives
protected information, the Licensee shall (and shall prodwat duch affiliate or related

undertaking shall) procure:

(@) that the Licensee shall not obtain any unfair commercial advantage from its

possession of protected information;

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

obtaining for that person:

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

information;
(i) any Licence;
(i) any exemption;

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

any such Licencer exemption; and

(c) that protected information is not disclosed except with the prior consent in writing

of the relevant person whose affairs the protected information relates to;
provided that the obligation on the Licensee:

(d) to procure the aboven relation to an affiliate or related undertaking which has
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 contraat undertaking from that affiliate or related

undertaking in respect of such protected information.

1.5.2 Compliance with directions

The Licensee shall implement such measures and procedures and take all such other steps
as shall be specified in direatis 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
19



Licensee with itobligations under Condition 1.5.1 in the conduct of its business to convey

gas.

1.5.3 Limitation of non disclosure obligations

Condition 1.5.1(c) shall not apply to any disclosure of information:
(a) authorised by Article 63(3) or (4) of the Energy Qrade

(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 Conditionstbe Licence or any document referred to
in the Licence with which the Licensee or any Affiliate or related undertaking of the
Licensee is required by virtue of the Order or the Energy Order or the Licence to

comply.

1.5.4 Additional definition

In this Condition the following term shall have the meaning ascribed to it below:

"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 hogdanLicence 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 the Licence.

20



Condition 1.6: Powers of Entry

1.6.1 Arrangements for powers of entry

The Licensee shall not less than three months prior to the first operational commencement
date:

(@) submit to the Authority a statement of its proposed arrangements in respect of the
matters mentioned in Condition 1.7;

(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 1.7, make
changes to the arrangements requisite to secure compliance with such conditions as

arespecified by the Authority; and
(©) make such arrangements;

and the arrangements so made in this Condi

arrangements".

1.6.2 Changes in arrangements for extensions to Licence

In the event of an extensioffi ibs Licence, the Licensee shall ensure that the arrangements
remain sufficient for the purposes of Condition 1.7 and shall make, subject to Condition

1.6.3, any necessary changes.

1.6.3 Consent of Authority to changes

The Licensee shall not make anyteréal change to the arrangements except with the
consent of the Authority, whose 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 tonake a material change by the Licensee.
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Condition 1.7: Authorisation of Persons

1.7.1 Steps to be included in the arrangements

1.7.2

The arrangements shall comprise all reasonable steps:

(@)

(b)

(€)

(d)

(e)

for securing that no person is authorised for the purpose of enwsipn 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 authieed for the purpose of any provision of Schedule 5 to
the Order;

for securing that identity cards, uniforms, vehicles and other things conveying

evidence of authority or identity in relation to the Licensee are not misused; and

for securing thiall 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.

Licensee not to authorise a person to exercise any Powers of entry unless steps described i

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 1.7.1(a), (b) and (c) habbeen complied with and it appears to the Licensee that

he is such a fit and proper person.
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1.7.3 Licensee to take reasonable steps to keep relevant persons informed

Except in so far as the Authority otherwise consents, if in respect of any premyses an
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 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 1.8: Exercise of Powers of Entry

1.8.1

1.8.2

Licensee to avoid undue disturbance

In exercising the powers of entry conferred on it by Schedulettiet®rder, 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.

Construction of Condition 1.8.1

In this Condition any reference tbe 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 authoriskeperson of those powers.
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Condition 1.9: Modifications

19.1

1.9.2

193

Modification of Licence Conditions

The Conditions of this licence are subject to modification in accordance with their terms or
with Articles 14, 17, 17A or 18 of the Order or with any prauisior the modification of
the same in the Energy Order.

Introduction of postalisation

The Authority may in addition if so required by the Department, after consultation with the
Licensee, by notice to the Licensee modify the Conditions of thentécéout not, for the
avoidance of doubt, the Schedules) for the purpose of making any changes necessary or
expedient for the purpose of postalisation which satisfy the requirements of Condition
1.9.3.

Scope of postalisation modifications

A modification made under Condition 1.9.2 shall not have the effect of:

(@) amending the principles set out in Condition 2.2.1.2 or any Formula determined in

accordance with Condition 2.2.1.3.; or
(b) amending the scope of the Licensed Area set out in Conditipnr2.1

(©) affecting for better or worse the economic return or the time over which such return
is achieved by the Licensee in respect of its operations under the Licence except

where the Licensee agrees to such change.
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Condition 1.10: Assignment of Liceres

1.10.1Licensee'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 the Licence either generally, or so far as relating to the whole or any
part of the Licensed ika.

1.10.2 Matters affecting an assignment

In deciding whether to give its consent under Condition 1.10.1 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 @einined by the Authority under Article 12(4) of the Order.

1.10.3 Licensee may not otherwise assign its Licence

Save as the Licensee is authorised to assign the Licence under this Condition 1.10, the

Licensee may not otherwise assign the Licence witheutonsent of the Authority.
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Condition 1.11: Transfer of Business

1.11.1 Restrictions on transfer of business in conveying gas

Subject to Condition 1.11.2, the Licensee shall not transfer to another person (the
"transferee™) all or part of any of its bness comprising the conveyance of gas carried out
under the Licence.

1.11.2 Exception to Conditions 1.11.1

Nothing in Condition 1.11.1 shall prevent the Licensee from transferring all or the relevant
part of its business to the assignee where the Auyhoeis consented to the assignment of

all or the relevant part of the Licence under Article 12 of the Order or the Licensee has
assigned all or the relevant part of the Licence in accordance with Condition 1.10.

1.11.3 Bringing forward of proposals for aggiment of the Licence

The Licensee shall use all reasonable endeavours to bring forward a proposal within 24
months of the date of Grant which is satisfactory to the Authority and the Department for
the formation of a special purpose vehicle to carryhenliicensed Business and to which

the Licensed Business may be transferred subject to the consent of the Authority to the

assignment of the Licence under Article 12 of the Order.

1.11.4 Meaning of special purpose vehicle

For the purpose of Condition 1.Xdnl y a fAspeci al pur pose ve

whose sole activity is the carrying on of the Licensed Business.
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Condition 1.12: Disposal of Relevant Assets

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

Except:

(@) in relation to an assignment permitted under Condition 1.10 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 Ciondit.11 and the disposal
or relinquishing of operational control of any relevant asset necessary for the

transfer to have effect; or
(©) in so far as the Authority consents to the Licensee so doing; or

(d)  where the Licensee has relevant assets whichaddorm 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 arranggment

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 carpyingf activities authorised

or required by the Licence and any question arising under this Condition 1.12.1 as to
whether such disposal or relinquishing of control is such as aforesaid shall be determined

by the Authority.

1.12.2 Notice to be given to Athority

Save as provided in Condition 1.12.3 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 overratgvant 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 aegauch asset or operational control over

such asset.
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1.12.3 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 assétg a value of less than
£25,000 in [December 2001] 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 materialy affect the Licensee's ability to discharge its obligations under the
Order or the Energy Order or the carrying on of activities required by the Licence;
and

(b)  the disposal or relinquishing of any such relevant assets does not exceed an
aggregate valuef £250,000 in [December 2001] prices (such sum to be adjusted
annually by reference to the retail price index), in any period of twelve months.

1.12.4 Disposal allowed with consent of the Authority

The Licensee may dispose of or relinquish operaticoalrol over any relevant asset

where:

(@)  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 anyl tharty 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 objectmrsuch
disposal or relinquishment of control within the notice period referred to in
Condition 1.12.2.

1.12.5 Consultation with other Licence holders

Any consent of the Authority pursuant to Condition 1.12.4 shall be given after the
Authority shall haveconsulted 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.

1.12.6 Additional requirements in respect of disposals
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In addition to the requirenmés of Conditions 1.12.1 to Condition 1.12.5, the Licensee shall

not without the prior written consent of the Authority (following the disclosure by the

Licensee of all material facts) in respect of the Licensed Business:

(@)

(b)

(€)

create or continue to pernmi remain in effect any mortgage, charge, pledge, lien
or other form of security or encumbrance whatsoever, undertake any indebtedness

to any other person or enter into any guarantee or any obligation otherwise than:
(i) on an arm's length basis;
(i) onnormal commercial terms;

transfer, lease, license or lend any sum or sums, asset, right or benefit to any

affiliate or related undertaking of the Licensee otherwise than by way of:
(i) a dividend or other distribution out of distributable reserves;
(i) repayment of capital;

(i)  payment properly due for any goods, services or assets provided on an arm's

length basis and on normal commercial terms;

(iv)  a transfer, lease, licence or loan of any sum or sums, asset, right or benefit
on an arm's lenft basis, on normal commercial terms and made in

compliance with the payment condition;

(v) repayment of or payment of interest on a loan not prohibited by sub

paragraph (a);

(viy payments for group corporation tax relief calculated on a basis not

exceedng the value of the benefit received; or

(vii)  an acquisition of shares or other investments made on an arm's length basis

and on normal commercial terms;

enter into an agreement or incur a commitment incorporating a-dedsslt
obligation which ha or could reasonably be expected to have a material effect on

the Licenseebs ability to carry on the

30



(d)  continue or permit to remain in effect any agreement or commitment incorporating
a crossdefault obligation subsisting at thatd this Condition 1.12.6 takes effect
which has or could be reasonably expected to have a material effect on the
Licenseebs ability to carry on the Lic
permit any crosslefault obligation in existence at that dadaemain in effect for a
period not exceeding twelve months from that date, provided that thedefasst
obligation is solely referable to an instrument relating to the provision of a loan or
other financial facilities granted prior to that date ahe terms on which those
facilities have been made available as subsisting on that date are not varied or

otherwise made more onerous.

(e) the provisions of suparagraph (c) and (d) of this paragraph shall not prevent the
Licensee from giving any guaraetepermitted by and compliant with the
requirements of suparagraph (a).

)] The payment condition referred to in sp@ragraph (b)(iv) is that the consideration
due in respect of the transaction in question is paid in full when the transaction is

enterednto unless either:

(i) the countetparty to the transaction has and maintains until payment is made

in full an investment grade issuer credit rating; or

(i) the obligations of the countgarty to the transaction are fully and
unconditionally guaraeed throughout the period during which any part of
the consideration remains outstanding by a guarantor which has and

maintains an investment grade issuer credit rating.

1.12.7 Additional Definitions

In this Condition, the following terms shall have theamings given to them below:

"crossdefault obligation" means a term of any agreement or arrangement whereby the
Licensee's liability to pay or repay any debt or other sum
arises or is increased or accelerated or could reasonably be
expected to be capalié¢ arising, increasing or of
acceleration by reason of a default (howsoever such default
may be described or defined) by any person other than the

Licensee, unless:
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"disposal”

"indebtedness"

"relevant asset"

(i) that liability can arise only as a result of a default by a

subsidiary of the Licer®; and

(i) the Licensee holds a majority of the voting rights in
that subsidiary and has the right to appoint or remove

a majority of its board of directors.

includes any sale, assignment, gift, exchange, lease, licence,
the grant of any rigt 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.

means all lidilities now or hereafter due, owing or incurred,
whether actual or contingent, whether solely or jointly with
any other person and whether as principal or surety, together
with any interest accruing thereon and all costs, charges,

penalties and expensexurred in connection therewith.

means any part of the Network operated from time to time by
the Licensee or any gas plant used by the Licensee for
purposes connected with the conveyance of gas, and any
estate or interest in land requdréor the utilisation of the
Network, gas storage facility or gas plant and shall include
intangible assets including patents, copyright, design rights
and other similar rights relating to or arising from

construction or exploitation of the Network by theensee.
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Condition 1.13: Payment of Fees

1.13.1Licensee 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 the Licence is in force, the Licensqegttalthe
Authority fees of the amounts specified in or determined under the following paragraphs of
this Condition ("the annual fees") except that where the Licence is in force for part only of
such a year, the fees in respect of that year shall bprdpertionate part of the annual

fees.
1.13.2 Initial Fee

Within thirty days of the Authority giving the Licensee notice of the sum due, the Licensee
shall pay to the Authority a sum not exceeding £300,000 determined by the Authority in
accordance withhie principles set out in Condition 1.13.3 in respect of the fee payable for
that part of the year commencing on the date of the Grant and ending on 31st March 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 sum due.

1.13.3 Amount of annual fee

In respect of the year beginning on 1st April 2002 and in each subsequent year, within 30
days of the Authoty giving the Licensee notice of the sums due, the Licensee shall pay to

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

(@) an amount equal to the proportion which the Authority shall determine in relation to
the Licence of the amouestimated 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 relatioo the holders of Licences granted under Article 8(1)(a)
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 General;

(b) an amountwhich 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
33



Competition Commission inonnection with references made to it under Article 15
of the Order with respect to the Licence or any other Licence granted under Article
8(1)(a) of the Order; and

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

(i) the amout of the fee paid by the Licensee in respect of the year

immediately preceding the year in question in relation to the Licence; and

(i) the amount which that fee would have been in respect of that year had the
amount comprised therein under Condition313{a) 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 1st April 2002, the total costs of the
Director General including, without limitation, any costs incurred by the
Director General in preparation for the establishment of the Authority, the
transfer to the Authority of the functions, property, rights and liabilities of
the Director General and tlabolition of the office of the Director General)
and the proportion thereof actually attributable to the Licence; such total
costs being apportioned in each case as determined by the Authority
according to a method previously disclosed in writing to theersee
provided that the total fees payable by the Licensee in respect of the
amounts determined by the Authority under Conditions 1.13.3(a) shall not in
respect of the year ending on®3March 2002 exceed £300,000 and, in
respect of any subsequent yesymmencing on 3 April 2002 exceed
£600,000 adjusted from™1April 2002 annually by reference to the retail

price index.
1.13.4 Refund

In respect of each year beginning on 1st April 2002 and for each subsequent year, the
Authority may pay the License@a amount (fithe refundod) <calc
method previously disclosed in writing to the Licensee and by reference to the difference

between:
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(a) the proportion of the Licence fee for that year paid by the Licensee which is
attributable tohe Aut horitydés estimates in acc
above; and

() the Authorityds reasonable revised est.i

provided that any such refund shall be paid to the Licensee on or before 31st March in the
year to which the Licenckee relates.
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Condition 1.14: Notices

1.14.1 Notices

All notices to be given under any Condition 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 relvant 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: BGE (UK) Ltd.
Gasworks Road
Cork
Republic of Ireland
Facsimile Telephone Number +353 21 453 4387

Authority: Northern Ireland Authority for Energy Regulation,
Brookmount Buildings,
42 Fountain Street,
Belfast, BT1 5EE
Facsimile Telephone Number (02890) 311740

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

Any notice given under the provisions of Condition 1.14.1 shall be deemed to have been
duly delivered and received:

(a) atthe actual time of delry, if delivered personally;

(b)  three (3) working days subsequent to the date of posting, if sent by registered mail;
and

(c) at the time of receipt, if transmitted by facsimile where there is confirmation of
uninterrupted transmission by a transnaiesgeport 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 1.15: Development Duties

1.15.1 Duty to cooperate with District Councils for Northern Irelanddagthers

The Licensee shall eoperate with District Councils for Northern Ireland, actual or
potential operators of gas distribution pirees and spurs and actual or potential gas
suppliers with a view to developing gas supply from the Licensee's tismismpipelines.

Such ceoperation shall include providing District Councils for Northern Ireland, actual or
potential operators of gas distribution pifpge and actual or potential gas suppliers with
such information as is at the Licensee's disposéhef than confidential information the
provision of which would or might, in the opinion of the Authority, seriously and
prejudicially affect the interests of the Licensee) which would facilitate the development of
infrastructure necessary for gas supglyng the route of the Licensee's transmission-pipe

lines.

1.15.2 Duty to facilitate construction of spurs

The Licensee shall ensure that its transmission-lpiee are constructed in a manner

which facilitates the construction and connection of spurs.

1.15.3 Duty to provide proposals for construction of spurs

(@) The Licensee shall, within 60 days (or such other time as may be agreed between
the Licensee and Authority) of receipt of a request in writing from the Authority, or
receipt of any other reqgsein writing submitted with the approval of the Authority,
or may at any time on its own initiative, provide proposals for the construction of a

Spur to any town, customer or group of customers.

(b)  Unless otherwise agreed or specified by the Authoripraposal provided under

1.15.3(a) shall contain the following information:
(i) an estimate of the capital cost of the spur;

(i) the proposed route of the spur and termination point which, unless the
Authority otherwise directs shall be not more thamSkom a point in the
town as designated by the Authority, or of the area comprising the premises
occupied by the customer or customers, which are the subject of the

proposal;
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(c)

(i)  the proposed length, diameter and capacity of the spur; and
(iv)  the promsed timescale for construction and anticipated completion.

Any proposal submitted by the Licensee shall reflect the cost and timing of the
construction of a spur in an economic and efficient manner and in accordance with

established gas pigdiame engneering and cost control principles.

1.15.4 Right to require resubmission of a proposal

If the Authority by notice to the Licensee rejects a proposal on the grounds that it does not

satisfy any of the requirements of Condition 1.15.3(c) or does noticoaty of the

information required under Condition 1.15.3(b) the Licensee shall, within such period as

the Authority may specify in the notice, submit a revised proposal which satisfies in all

respects the requirements of Condition 1.15.3.

1.15.5 Right torequire construction of spur

(@)

(b)

Subject to paragraph (b), at the direction of the Authority or where a third party to
whom a proposal has been provided so requests with the approval of the Authority,
the Licensee shall proceed to construct a spur inrdanoe with a proposal
submitted under Condition 1.15.3(a) or a revised proposal submitted under
Condition 1.15.4 in each case, in accordance with the timetable for construction and

completion set out in the proposal;

The Licensee shall not be required construct a spur if the cost of construction
either separately or in association with the cost of other spurs would prejudice its
ability to finance the Licensed Business or would have a material adverse effect on
the Licensed Business or would in tAeithority's opinion cause the postalised
transmission tariff to rise to an extent which would have a material adverse effect

on existing gas consumers.
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PART 2

CONDITIONS APPLICABLE TO THE CONVEYANCE OF GAS

BY THE LICENCE HOLDER
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Condition 2.1:Territorial Scope and the Securing of conveyance of gas within

the Licensed Area

2.1.1 Territorial Scope

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

2.1.2 Securing of Conveyance of Gas within the Licehfeeca

The Licensee shall use all reasonable endeavours to procure that the North Whse pipe

is operational as early as possible in the year 2004 and, subject to the Authority having
served notice that postalisation has been achieved within the meainighedule 1,
Paragraph 1.2, that the South North plipe is operational as early as possible in the year
2006.
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Condition 2.2Conveyance Charges, Other Terms for the Conveyance of Gas
and the Provision of Conveyance Services

2.2.1 Charges to be subject to Revenue Beieation Formula

2.2.1.1 Application of the Revenue Determination Formula during Revenue Recovery Period

(a) In respect of any period when a Designation Order is not in place in respect of the
Network, the Licensee shall use its reasonable endeavours to ensuneethett Gas Year
during such period it§otal Conveyance Revenue shall not exceed the Total Allowed
Conveyance Revenue for thaas Year

(b) In respect of théirst Gas Year commencing on or after the Designation Date and each Gas
Year or part of a Gas Yedndreafter for so long as a Designation Order is and remains in
force in respect of the Networlkhe Licensee shall ensure that its Forecast Required
Revenue to be notified to the Authority and Bf®#Ain accordance with paragrapfty and

(e) shall be calculated in accordance with the Formula.

(c) No later than the first Business Day in July in any Gas Year commencing on or after the
Designation Date the Licensee shall provide to the @vitth its calculation of Forecast

Required Revenue for the next Gas Year.

(d) The Licensee shall provide to the Authority such explanations and information relating to
the Licenseeds <calculation of Forecast R
Authority.

(e) No later than the fifteenth Business Day in July in any such Gas Year referred te in sub
paragraphc) the Licensee shall provide to the PEA e L i cadculasion efd-agrecast

Required Revenue in respect of the next GamrYe

(f For all purposes théigures for theLi censeebds Forecast Requir
Required Revenum respect of any Gas Yeahall be the samend shall be equal to the

figure for the Total Allowed Conveyance Reventar that Gas Year.
(g) Postalisabn Adjustment

The Postalisation Adjustment for the purposes of the determination of Total Allowed
ConveyenceRevenue in Gas Year t will be an allowance (which could be positive or

negative) comprised of the sum of the amounts set it {m) and(iii) below:
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costs and expenses, losses and/or liabilities to be incurred, or incurred by the Licensee
associated with the RSand/or the Trustee under the agreements under which they are

appointed,;

amounts due in respect of Commodity Reconciliation Payments for Gas Ye& t
calculated according to the following formula:

UNRPT. X (1+RE)*® X CPI, X ARR_i2
CPk» PS ARR;

where:

UNRPT:, un-recovered Postalisation Payments as calculated by the

PSAin respect of Gas YeaiZ;

CPl = the forecasbf theabsolute value of the General Index of

Consumer Prices All items (1996 =100) as published

by the Ofice of National Statistics (Series Identifier
CHVJ) for GasYear t_as published in the preceding

vear 6s Ma vy edition of t he E

Report or if such index is no longer published, such

alternative index as the Authority shall, after agdtetion

with the Licensee, determine most closely reflects the

Consumer Prices Index;

CPl.» = the absolute value of the General Index of Consumer
Pricesi All items (1996 =100) as published by the Office
of National Statistics (Series Identifier CHV-Jfor Gas

Year t2, or if such index is no longer published, such

alternative index as the Authority shall, after consultation

with the Licensee, determine most closely reflects the

General Index of Consumer Pricéd\ll items (1996

=100);

ARR:.» = theLi censeeds Act ual Required
Gas Year¥;
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PS ARR, = the sum of the Actual Required Revenues (as defined in

each Licensees Respective Licence) of all Designated
Pipeline Operators in respect of Gas Year t

RE = the applicableeal interest rate, which is calculated as the
oneyear LIBOR rate, as published on the"lfusiness
day of June in Gas Yearlt plus 2% minus CPI factor,
calculated as:

LIBOR rate % + 2% ([(CP)/ CPky) i 1] x 100)

CPl.1 = the absolute value ahe General Index of Consumer
Pricesi All items (1996 =100) as published by the Office

of National Statistics (Series ldentifier CHV-JJor Gas

Year t1, or if such index is available the latest CPI figure

published in Gas Yearl

(i)  such amount as the #hority may, after consultation with the Department, deem
appropriate in respect of costs incurred by the Licensee in connection with approved
activities in relation to the development and maintenance of an efficient, economic and

co-ordinated gas industiy Northern Ireland

2.2.1.2Termination Payments

If the Licensee receives any sums due under the Network Code upon the termination of a
Gas Supplier's Accession Agreement in respect of future Gas Years following the Gas Year
in which the date of termination oars, the Authority shall amend the Forecast Required

Revenue and Actual Required Revenue to take account of such payment, according to a

methodology agreed with thacensee.

2.2.2 Allowed Capital Expenditure

(a) The Licensee may at any time and shall no lat@nih

(i) 18 months after the date tfe Grant,in respect of the North West

Pipeline; and
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(i) the date 24 months after the date specifiedi)inin respect of the

South NorthPipeline; and

(i)  the date 24 months aftene date specified in Conditich2.Za)i), in
respect of the Spurs and any associated Postalised Distribution

Pipelines or

(iv)  such later dte as the Authority agrees (taking account in particular of
exceptional circumstances which could not reasonably have been

foreseen by the Licensee)

submit a forecast of the amount and timingCapital Expenditure irrespect

of the pipelines in questia, separately identifying the amount of such
expenditure that the licensee believes would Wheontrollable Capital
Expenditure (each an fAUnEdimate and | a b |
t he amount t hat t he LicenGostmllabbel i e

Capital Expenditure Estimaie) .

The Licensee shall provide such further information or explanation and
documents and records as the Authority reasonably requires for the purpose
of verifying each Controllable Capital ExpenditureEstimate and each
Uncontollable Capital Expenditur&stimate including, without limitation,

all figures, costs, estimates and assumptions comprised in or underlying the

same.

(b) The Authority may, following verification, by notice to the Licensee in respect of each

suchControllableCapital Expenditur&stimate

(i) approve theControllableCapital Expenditur&stimateas theVerified

Controllable Capital &recasfor the pipeline in questionor

(i) determine as th¥erified Controllable Capital &recastfor the pipe

line in questiorsuchamended figure as it considers appropriate;

provided that before making any amendments to Gbatrollable Capital
ExpenditureEstimatethe Authority shall provide details of the amendments
and the reasons for them (such reasons to be based on estabbshed

transmissionpipeline engineering and cost control principles) and give the
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Licensee an appropriate period (being not less than 28 days) to comment on

them.
(c) The Licensee shall:

(1) not later than 3 months after the end of each 12 month period from the
datee ofthe Grantup to therelevant kst OperationalCommencement

Date; and
(i) not later than 3 months after the end of each Gas Year;
provide the Authority with

(aa) its current forecasts of the amount and timing of Capital
Expenditurein respect of each of (tbé extent applicableéhe North
West Pipeline, the South North Pipeline, each of the Spurs and any
associated Postalised Distribution Pipelinsgparately identifying
the amount of expenditure that the Licensee believes would be

Uncontrollable Capital Exgnditure and

(ab) detailsof the amount and timing of &pital Expenditurethe
Licensee hasctually incurredin respect of each of (to the extent
applicable)the North West Pipeline, the South North Pipeline, each
of the Spurs andny associated Postalised Dibution Pipeline,
separately identifying the amount of expenditure that the Licensee

believes would be Uncontrollable Capital Expenditure.
(d) As soon as reasonably possible after completion of
(i) the North WesPipeling
(i) the South NorthPipeling
(i) each of tle Spurs and any associated Postalised Distribution Pipelines;

the Licensee shall submit details of thmount and timing ofumulativeCapital
Expenditure actually incurredin respect of each such piiee, separately
identifying the amount osuchexpenditure which it has incurred which it believes

t o be Uncontroll abl e Capital Expendit
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Ex pendiatnudr etoh)e, a mo unt that the Licensec

Controllable Cagnd t al Expenditureo);

(a) such Total Controllable Capital Expenditure shall, subject to
Condition 2.2.2 (e) and (f), be the ActualControllable Capital
Expendiure for the respective pipeline;

(b) such Total Uncontrollable Capital Expenditure shall, subject to
Condition 2.2.2 (e) and (g), be the Actual Uncontrollable Capital
Expenditure for the respective pipeline.

(e) The Licensee shall provide such further information or explanation and documents and
records as the Authority reasonably requires for the purpose of auditing the Total
Contollable Capital Expenditure and the Total Uncontrollable Capital Expenditure figures
submitted by the Licensee in accordance with CondRi@r2(d), and/or the fogcasts and

details provided by the Licensee in accordance with Conditids2(c).

(N The Authority may, following audit pursuant to Conditi@2.2 (e), by notice to the
Licensee in respect ofie Total ControllableCapital Expenditure figures submitted by the

Licensee in accordance with Conditiar2.2(d):

(i) approve t he Li c e n s Eontivkable Capitak v an't
Expenditure figure as the Actu@bntrollableCapital Expenditure for
the North WestPipeline, South North Pipelinghe Spursand any

associated Postalised Distribution Pipeliresappropriate; or

(i) determine as the ActuaControllable Capital Expenditure such
amended figure as it considers appropriate for the North West
Pipeline, South North Pipelinepr the Spurs and any associale
Postalised Distribution Pipeliness appropriate if, in its reasonable
opinion, the figure proposed by the Licensee does not accurately
reflect theControllable Capital Expendituriecurred by the Licensee

in respect of th@ipeline in question,

provided that before making any amendments to fhetal Controllable Gpital
Expenditure figure submitted by the Licensee the Authority shall provide details of the

amendments and the reasons for them (such reasons to be based on established gas
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transmission pigee engineering and cost control principles)d give the Licensee an

appropriate period (being not less than 28 days) to comment on them.

(g9) The Authority may, following audit pursuant to Conditi@®2.2 (e), by notice to the
Licensee in respect of Total Uncontrollable Capital Expenditure figures submitted by the
Licensee in accordance with Conditidr2.2(d):

(i) approve the Licenseeds relevant Tot
figure as the Actual Uncontrollable Capital Expenditure for the North West
Pipeline, South North Pipeline, the Spurs amy associated Postalised
Distribution Pipeling, as appropriate; or

(i) determine as the Actual Uncontrollable Capital Expenditure such amended
figure as it considers appropriate for the North West Pipeline, South North
Pipeline,or the Spurs andny associated Postalised Distribution Hipes,
as appropriate if, in its reasonable opinion, the figure proposed by the
Licensee does not accurately reflect Uncontrollable Capital Expenditure
incurred by the Licensee in respect of fhipeline in questionincluding,
without limitation, if, in ts reasonable opinion, any part of the expenditure
included by the Licensee within the Total Uncontrollable Capital
Expenditure figure falls outside the categories of Uncontrollable Capital

Expenditureasset out in ConditioB.2.3a);

provided that before making any amendments to the Total Uncontrollable Capital
Expenditure figure submitted by the Licensee the Authority shall provide details of the
amendments and the reasons for them (such reasobe tmased on established gas

transmission pipeline engineering and cost control principles) and give the Licensee an

appropriate period (being not less than 28 days) to comment on them.

2.2.3 Uncontrollable Capital Expenditure

a). The following categories of Capit Expenditure shall comprise an exhaustive list of all
AUncontroll able Capital E KgnditiondRizandiAneew A: f or t
(). Archaeology;
(i). Planning conditions;

48



(iii). Stock up gas;
(iv). such other categories of Capitakpenditure as the Authority may

agree with the Licensee as Uncontrollable Capital Expenditure.

The Licensee shall at all times use all reasonable endeavours to minimise the amount of
Uncontrollable Capital Expenditure without adversely impacting on tfetysaf the Economic
Network

2.2.4 Allowed Operating Expenditure

(a) Allowed Operating Expenditure for the purpose of this Condition and the determination
of Total Allowed ConveyanceRevenue in accordance with the Formula shall be the
Operating Expenditure, bothControllable Operating Expenditure andncontrollable

Operating Expenditurevhich the Authority deems necessary or appropriate for
(i) the North WesPipeline;and
(i) the South North Pipeline; and
(i)  each of the Spurs

in each case in accordance with establisgas transmission pipeline engineering
and cost control principles given forecast development and throughput, established

in accordance with the remaining paragraphs of this ConditA

(b) The Licensee shafirovide such information or explanatiand documents and records
as the Authority reasonably requires for the purpose of verifying the forecast annual
Operating Expenditure figures provided by the Licensee in accordance with Condition
2.2.4(c) and(f).

(c) The Licenseanay at any time and shall no later tharelve (12) months before the
First Operational Commencement Datesach other date as agreed by the Authority
and Licensee submit to the Authority a forecast of annual Operating Expenditure, both
Controllable Operating Expenditure and Uncontrollable Operating Expenditure for

each Gas Year of the Revenue Recovery Peond f

(1) the North WesPipeline;
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(i) the South North Pipelingnd
(i)  each othe Spurs

(d) If the Authority following verification approves the forecast of ann@glerating
Expenditure submitted under paragrae that foreeast shall, subject to subsequent
adjustment in accordance with paragragdgy (h), (i), (j) and (k) be the Allowed
Operating Expenditurr the Gas Year in question

(e) If the Authority following verification and consideration of such further information as
may be submitted by the Licensee db®nsid
approved subject to modificatipthe amended sums notified to the Licensee by the
Authority shall, subject to subsequent adjustment in accordance with parayaphs
(h), (), (j) and(k) be the Allowed Operating Expendituie the Gas Year in question
provided that before making antpheAmbodty f i c a
shall provide details of the proposed modifications and the reasons for them and give

the Licensee an appropriate period (being not less than 28 days) to comment on them.

(N The Licensee shalbn the date 15 months prior to each Review Dagon other date
as agreed between the Authority and the Licenseémit to the Authority the
Licenseeods t hen current estimat e of ar
identifying the Controllable Operating Expenditure and the Uncontrollable Operating
Expenditure) for each of the Gas Years in the period from the Review Date to the end

of the Revenue Recovery Period.

(9) If the Authority, following verification, approves the forecasts of annual Operating
Expenditure submitted under Conditi@rR.4 (f), suchforecast Operating Expenditure
for eachGas Yeacommencing on the next Review Date set out in such forecast shall,
subject to subsequent adjustment in accordanceGuitidition2.2.4(qg), (h), (i), (j) and
(k) be theAllowed Operating Expenditure for su€bas Yearn place of the Allowed
Operating Expenditure for su€as Yearas previously determined in accordance with
Condition2.2.4(d), (e), (g), (h) or (i), as appropriate.

(h) If the Authority, following verificationand consideration of such further information as
may be submitted by the Licensee, det er |
under Condition2.2.4 (f) should be approved subject to amendments, the forecast

Operating Expenditure for ea@as Yeacommencing on the next Review Date set out
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0)

i n the Licenseeds forecast as amended I
Authority shall, subject to subsequentjwstment in accordance with Conditi@.4

(9), (h), (i), (j) and (k) be the Allowed Operating Expenditure for suGhs Yearin

place of the Allowed Operating Expenditure previously determined for GashYear

under Conditior2.2.4(d), (e), (g), (h) or (i), as appropriate provided that before making
anyamendments to the Licenseeds forecast,
proposed amendments and the reasons for them and give the Licensee an appropriate
period (being not less than 28 days) to comment on them.

A specialoperatingexpenditureforecastreview may be requested at any time by either

the Licensee or the Authority if th&ctual Operating Expenditure in any Gas Year
differs from the most recently agreed forecast by more than 15% and the Authority
may, following such a review, substieuan amended figure as the Allowed Operating
Expenditure for the remaining term (including the Gas Year in which the review
occurs) of theRevenueRecoveryPeriod subject always to subsequent amendment in
accordance with Conditio8.2.4 (g), (j), (h) and (k) or this condition2.2.4 (i). The
Licensee shall provide to the Authority such information and explanations and such
documents and records as the Authority reasonably requires for the purposes of any

specialOperatingExpenditure forecast resiv.

The difference between the amendklfbwed OperatingExpenditure and the initial
figure for theGas Year in which this review takes place will be accountedbjoan
adjustment to the Allowed Operating Expenditure, applying to the GasfM&awing

the reviewand will include an interest element based on LIBOR plus 2%.

The Licensee shall be permitted to seek
Operating Expenditure. Where possible Unforeseen Operating Expenditure should be
approved prior tabeing incurred, howeveit is recognised thain all circumstances

prior approval may not be possibM/here the Authority, in its absolute discretion,
approves the recovery of any Unforeseen Operating Expenditure, such adjustment as
the Authority determias appropriate will be made to the figure for Allowed Operating
Expenditure applying to the second Gas Year followting Gas Year in which the
expenditure was incurred and witiclude an interest element based on LIBOR plus
2%.
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(k) The Licensee shall submiin an annual basis, no later than six months before the end
of theGas Year, details dActual Uncontrollable Operating Expendituneurred in the
precedingGas Year.

The Authority maydetermine thatamended figures be substituted as thetual
Uncontrdlable Operating Expenditure. The Licensee shall provide to the Authority
such information and explanations and such documents and records as the Authority

reasonably requires for the purposes of any such review.

The difference between thActual Uncontrdhble Operating Expenditure and the
Allowed Uncontrollable Operating Expenditunéll be accounted foby an adjustment

to the Allowed Operating Expenditure, applying to the second Gas Year following the
Gas Year in which the expenditure was incurred aiid imclude an interest element
based on LIBOR plus 2%.

() The Licensee shall, as soon as practicable and in any event not later than six (6) months
after the end of each Financial Year, submit to the Authority a statement, certified by
its auditors as beingccurate, detailing the Actual Operating Expenditiseparately
identifying the Actual Controllable Operating Expenditure and the Actual
Uncontrollable Operating Expenditurajicurred by the Licenseguring the preceding
Financial Year in theadministraibn, maintenance and operation of the North West

Pipeline, the South North Pipeline, atie Spurs.

2.2.5 Five yearly review of the Capital Revenue Requirem&iRR

(a) The Authorityshalt

(). following a request from the Licensee to review the CRR Formula for the
purposes referred to in Conditio2s2.5 (b) and (d) provided that such
request is submitted no later than twelve (12hthe prior to the relevant

Review Date; or
(i).  otherwise if the Authority considers it appropriate,

conduct a review of the CRR Formula in accordance thihCondition2.2.5 and each

such review shall have efft from the next following Review Date.
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(b) In any review under this Conditio2.2.5the Authority shall be entitled to consider
whether there have been any changes since 01 October 2004 to thevaktesl
including Actual Capital Expenditure, grants and capitalised interest, which are used to
calculate the CRR Formula (tR€RR Actual® pr to one or more of the following (the
ACRR Variables ) :

(i) tax allowanceslaws, statutory rules and regulaticaqgplicable tahe
Licenseebds development, construct

the Economic Network
(i) the inflation rate indicated by the Consumer Prloggx;
(i)  taxrates
(iv)  the Rate of Return;

(v) such other variables as the Authoribay determingrom time to

time after consultation with the Licensee.

(c) The Licensee shall provide such information and explanation, documents and records
as the Authority reasonably requires for the purpose of conducting its review in
accordance with Conditioa.2.5(b).

(d) Subject to Conditior2.2.5(e), if following a review as referred to in Conditi@?2.5
(b) the Authority reasonably deems it necessary or desirable, the Authority shall be
entitled by notice in writing to the Licensee with effect from the relevant Review Date

to:

(i) amend, add to and/or deldtee CRR Formulaany CRR Actuals or
anyCRR VariablesfifFormula Amendmends )and

(i) recalculate the CRR Formula, taking into account any changes to the
CRR Actuals and the CRR Variables, to produce an amended

CRRP,for all future months in the Revenue Recovery Period

such that from the relevant Review Date, the &RRill be calculated to ensure:

. CRR° =1 CRR

a 2 + a =) R :OAme:1 F—’V'I"Om:1
=20 (1+m,) ™ O (1 +n,)
m=z m#
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CRR",

CRR",

OAV",

PVT e

iIs the month when thé&irst Operational CommencemenDate for
pipeline p,occurs
is the month of th&®eviewDate

is 300 at the 25th anniversary of thiest OperationalCommencemenDate
for pipeline p;

is the nominal weighted averagate ofReturn in month m calculated in
accordance with paragraplof Annex A;

is the forecast monthly capital revenue requirement in month m with respect
to pipeline p, calculated in accordance with parageaphAnnex A,

is the actual monthly capital reventeceived in month m with respect to
pipeline p, calculated in accordance with parag@aphAnnex A,

is the opening asset value in month m calculated in accordance with
paragrapl? of AnnexaA,

is the present value of estimated grossed up tax payments in month m=1
calculated in accordance with paragr&amf Annex A; and

is the NorthWestPipelineor SouthNorth Pipeline or any Spualong with
any assolted Postalised Distribution Pipelin@s appropriate

(e) Before making any amendments to the Formula the Authority shall provide details of

the amendments and the reasons for them and give the Licensee an appropriate period

(not being less than 28 days)domment on them.

(N In the event that the Authorigerves a noticender Conditior2.2.5(d):

(i) subject to the remaining provisions of this Condit2.4f), the

Formula Amendments and recalculation referred to in the notice

shall have effect on thelevant Review Date;

(i) the Licensee may within 28 days of the date of the notice serve a

written not i ce DieapplicatibreNotié@ ¥ hor nt wh {
case the Formula Amendments and recalculation referred to in the

notice shall not apply; and

@iy if within three months after the date of the Disapplication Notice, the

Authority makes a reference to the Competition Commissionrunde
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2.2.6

2.2.7

2.2.8

Article 15 of the Order requiring the Competition Commission to
investigate and report on whether the CRR Formula, CRR Actuals
and CRR Variables (or any aspect or part of them) applying at that
time operate, or may be expected to operate, against tHe pub
interest, and the Competition Commission subsequently concludes
that they do, then the Formula Amendments and recalculation
referred to in the Aut hd4d)ishay 6s n
apply in the period from the date of that notice to the date of
modification pursuant to Article 17 of the Order, and such
adjustment as the Authority may direct shall be made to"GR6t

any future months in the Revenue Recovery Period to reflect the
retrospective application of the Formula Amendments and

recalculation.

Forecast Volumes

Subject to Standard Condition 2A, the following shall apply. The Licensee shall submit a
five-year forecast of annual volumes of gas to be conveyed on the Network atdeast

months before each Review Date.

Requirements relating to Estimates

The Licensee shall in submitting any forecasts or estimates required to be submitted under
Condition 2.2use all reasonable endeavours teuea that it provides the best forecasts or
estimates based on the most comprehensive, current information obtainable at the time of

submission.

Allowed revenue after expiry of Revenue Recovery Period

(a) Not less than twelve (12) months prior to the expifryhe Revenue Recovery Period

the Licensee shall submit to the Authority:

(i) a proposal as to the formula to be used for calculation of conveyance

charges following the end of the Revenue Recovery Period; and

(i) a forecast of the amount of such charges for ithee fears following

expiry of the Revenue Recovery Period

which comply with the basis of calculation set out in Condifi¢h8(d) below.
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(b) The Licensee shall prowadsuch further information or explanation and documents and
records as the Authority reasonably requires for the purpose of verifying that the
formula and forecasts submitted to it by the Licensee in accordance with Condition
2.2.8(a) comply with the principles set out in Conditi@r2.8(d).

(c) The Authority may, following review fothe submissions provided in accordance with
Condition2.2.8(a) above, by notice to the Licensee:

(1) approve the formula and forecasts; or

(i) make such amendments to tfemula and forecasts as it deems
necessary or appropriate to ensure compliance with the basis of
calculation set out in Conditio®.2.8 (d) below provided that befer
making any modifications to the L
Authority shall provide details of the proposed modifications and the
reasons for them and give the Licensee an appropriate period (being

not less than 28 days) to comment on them.

(d) The Licensee shall in setting its charges for the conveyance of gas in the Network for
eachGas Yearcommencing after the expiry of the Revenue Recovery Period do so in
accordance with such arrangements as shall have been approved by the Authority
having reged to the principle that the Licensee shall be entitled to receive by way of

conveyance charges:

(i) the costs incurred by the Licensee deemed necessary or appropriate by
the Authority in administering, maintaining and operating the

EconomicNetwork for each anveyance service; and

(i) the costs incurred by the Licensee deemed necessary or appropriate by
the Authority from time to time to expand, reinforce and renew the
Network together with an appropriate return on those costs as agreed

between the Authority andhé¢ Licensep
(i)  minus any Supplementihcome.

2.2.9 Determination of conveyance charges by the Licensee

Subject to Standard Condition 2A, the following shall apply. The Licensee shall establish the
methods and principles upon which conveyance charges shall baidetefor gas suppliers
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wishing and entitled to use the Network a
obtained in accordance with Conditidh2.1Q the Licensee shall publish the same in
accordance w Condition2.2.11

Thedetermination of charges will recognise any obligations the Ee@may enter into with
end customers (e.g. volume to be supplied, capacity booked).

2.2.10Aut h o approval feguiredor conveyance charges and other terms for the conveyance of
gas

Subject to Standard Condition 2A, the fol
required for conveyance charges and other terms for the conveyance of gas.

No later than 28 days beforeiritends to publish its statement under Condi2o211the
Licensee shall notify the Authority of the contents of that statement, and seek the approval
of the Authority on the conveyance charges and other tiemtke conveyance of gas to be

included in the statement. The Licensee shall:

(a) provide the Authority with such information as will enable the Authority to be
reasonably satisfied that the methodology, principles and effect of the conveyance
charges are ansistent with the terms of Conditioi&ror! Reference source not
found.; 2.2.2 2.2.4and2.2.8

(b) provide the Authorityith an explanation of the other terms for conveyance set out in the

statement.

The Authority may require such changes to the charges and other terms for conveyance as
it thinks desirable or necessary before giving its approval. The Authority shall tiwify

Licensee of its approval of the conveyance charges and other terms in writing.

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

Subject to Standard Condition 2A, the following shall apSlybject to ConditioR.2.12
(a) the Licensee shall for any Gas Year publish a statement of:

(i) its conveyance charging methodology for the use of the Network
by gas suppliers for the year, by which any such gas supplier may
reasonably be able to calate applicable conveyance charges;

and
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(ii) 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 gagf any such statement to any person who asks for one;

and subject to Conditioa.2.12(b) such statement shall clearly distinguish cases and
classes of cases ohg supplier for whom the conveyance charging methodology
may result in differing conveyance charges.

2.2.12 Charging for the conveyance of gas and prohibition on undue discrimination

Subject to Standard Condition 2A, the following shall apply. The Licensee shall:

(a) unless the Authority otherwise consents, not charge for the conveyance of gas in the
Network during any 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

2.2.11in respect of that year;

(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 cemyance 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 Conditi@R.12(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 Licees can reasonably be expected to provide a specific

statement of conveyance charges in return.

22121 Charging for the conveyance of gas and prohibition on undue discrimination on
designation

If Standard Condition 2A applies, the Licensee shall:
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(a) unless the Authdty otherwise consents, not charge for the conveyance of gas in the
Network during any year or apply other terms for the conveyance of gas on any basis
other than in accordance with Standard Condition 2A.2.2 and the Network Code

(b) not show any undue preégrce towards or undue discrimination against any gas supplier
or case or classes of cases of gas supplier in the application of charges or other terms for

the conveyance of gas; and

(c) within 28 day of receiving a request for the quotation of conveyancgeshtar 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 requestedationp

and for the purposes of Conditi@®.12.1(c)and t he Licenseeds o0b
a specific statement of conveyance charges, a request for the quofationveyance

charges for specified conveyance services shall be treated as such it is in such form as
the Licensee can reasonably be expected to provide a specific statement of conveyances

charges in return.

2.2.13 Licensee's obligation to provide services thoe conveyance of gas in accordance with the
Network Code

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

Network Code.

2.2.14 Determination by Authority of the right of gas suppliers to have gas conveyed in the
Network

Provided that the Authority shall have first given the Licensee not less than two months in
which to make representations with respect to any of the following matters, at any time

thereafter the Licensee shall provide a gas supplier with conveyancinggservi

(a) if the Authority so determines in accordance with the conveyance charges and other
terms for the conveyance of gas (including the Network Code), and where applicable the
Licensee's connection charges, where the gas supplier is willing to accephéharsh

the Licensee has refused to provide such conveyancing services; and

(b) notwithstanding the provisions Gondition 2.2or, where applicable, Standard Condition
2A, in accordance with the conveyance charges, at any other time, in accordance

with a price determined by the Authority allowing the Licensee to obtain appropriate
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recompense in accordance with any then applicable charging regime of the Licensee
approved by the Authority and then in force ancgither case 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 a Network Code, or modifyamend a Network Code, where the
Licensee's conveyance charges and other terms for the conveyance of gas and/or the
Network Code:

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

conveyance services sought by the gas supplier;

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

appropriate terms; and
(i)  the gas supplier is willing to accept the Authority's determination;

provided that for the purposes of this Conditidr2.14 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:

(c) the quantities of gas which the Licensee requires or may reasonably be expected to
require to beconveyed by the Network to enable the Licensee to comply with the

conditions of the Licence; and

(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.

2.2.15 Additional duty to provide information

Subject to Standard Condition 2A, the following shall apply. The Licensee shall advise the
Authority by a report provided to the Authority of:

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

provided; and
(b) the volumes of gas taken from the Network by gas suppliers

on an annual basis or as frequently as the Authority may reasonably require from

time to time
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2.2.16 Supplemental Income

(a) The Licenseeshall,on a good faith basis use its reasole endeavours to maximise the
Supplemental Incomgrovided that:

() it is acknowledged that the primary purpose of the South North Pipelioe
transport gas to the Northern Ireland transmission systetn

(ii) the amount of such incommeceivable inrespeccf any part of t
pipeline(s) located in the Republic of Ireland and connected to the South
North Pipeline, and any spurs thereto located in the Republic of Irelaatl
be consistent with directions issued from time to time by the &&perthe
t er ms of t he Licenseeds GalloRing t r a n ¢
consultation with the Authority.

(b) The Licensee shall report to the Authority on an annual basis in each Gas Year not later

than six months before the end of the Gas Year

0) with the License 0 calculation of all Supplemental Income reasonably
anticipated by the Licensee to become tyeor receivable byit in the

forthcoming Gas Yeaand

(ii) details of what the Licensee considers to be the Supplemental Income

recovered in the preceding Gasar.e

(c) The Licensee shall promptly provide to the Authority such information, explanations,
documents and records the Authority may reasonably require in connection with or
relating to Supplemental Income and the report provided in accordance with Gonditio
2.2.16(b).

(d) The Authority may, following verification, by notice to the Licensee in respect of the

figuressubmitted n t he Licenseeds r epo2r2u6bi(in- accor

(i). approve the figures in the report as &lliewed Supplemental Income for the

relevantGas Yearor

(i). determine as thdllowed Supplemental Income for the releva@as Year

suchamended figure as it considers appropriate
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provided that before making any amendments to the figures in the report submitted
by the Licensee the Authority shaglfovide details of the amendments and the
reasons for them and give the Licensee an apptegperiod (being not less than 28

days) to comment on them.

(e) The Authority may, following verification, by notice to the Licensee in respect of the

figuressubmitted n t he Licenseeds r epo2ru6bj(im- accor

(). approve the figures in the report as #ketual Supplemental Income for the
relevantGas Yearor

(i). determine as thActual Supplemental Income for the relev&sas Yearsuch
amended figure as it consi appropriate

2.2.17 Maintenance of thEconomicNetwork

The Licensee shall maintain in good order Bu®nomicNetwork throughout the Revenue

Recovery Period.

The Licensee will continue to maintain teeonomicNetwork post the Revenue Recovery
Periodthroudhout its operational life, being not less than 60 Gas Years from the respective

First OperationalCommencemeniDate subject t&€onditiors 2.2.8d) (i) and(ii).

2.2.18 (UK) Transportation Agreement (Moffat to Twynholm)

The Licensee shall be entitled to recover any losses incurred, or payments due, under the
BGE(UK) i PTL Transportation Agreement dat2tf' August 1996, less any amounts that

have been paid to the Licensee from the escrow account set up pursuant to clause 9 of the
"Transportation Agreement Direct Agreement" between BGE(UK), PTL and the Prudential
Security Company Ltd dated 18 March 2005;

(i) in respect of any period when a Designation Order is in place in
respect of the Network, as part of the Licensee's Actual Required

Revenue: or

(i) in respect of any period when a Designation Order is not in place,
through charges imposed by it for the conveya of gas on the
pipeline networks iMNorthern Ireland and, developed by the DPOs
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and approved by the Authority for the conveyance of gas on their

respectivenetworks.

2.2.19 Additional Definitions and interpretation

(a)  For the purpose of this Conditien:

i Acat u means the cumulative amount of actual Controlle
Controllable Capital

Expenditu Capital Expenditure in respect of each of the North V

Pipeline, the South North Pipeline, or the Spurs and
associated Postalised Distribution  Pipelines,
detemined by the Authority in accordance with Conditi
2.2.2(f);

AAct ual means, for periods when a Designation Order is in p
Revenueo( in respect otthe Network, the maximum amount whi
the Licensee is permitted to recover through convey:

charges in any Gas Year, calculated in accordance

the Formula;
nAct ual means the cumulative amount of actual Unaalfetble
léggﬁg}rollable Capital Expenditure in respect of each of the North V

Expendi t u Pipeline, the South North Pipeline, or the Spurs and
associated Postalised Distribution  Pipelines,
determined by the Authority in accordance with Condit
2.2.2(9);

AAct ual means, in respect of the North West Pipeline, the S
Expenditu North Pipeline, or the Spurs and any associated Postze
Distribution Pipelines, the Actual @trollable Capital
Expenditure plus the Actual Uncontrollable Cap
Expenditure;

AAct ual means the Operating Expenditure actually incurred by
EXpendituLicensee (and AAct ual
Expenditurebo and i Apetating

Expenditureodo shal/l be co
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ifAct ual
Supplemental
ncomeo

A Al

A Al

| owe d
Expenditu

|l owed

Supplemental

NBusi

A

Expenditu

ot D

ncome

@pital

CERO
Co mmi

Consu

0

ness

S Si

mer

ndexo

or

means that Supplemental Income determined to be
approved or determined by the Authority in accorda
with Condition2.2.16(e);

means that Operating Expenditure determined to be
by the Authority in accordance with Conditi@2.4 (and
ARAl edw Controll abl e Oper
AAll owed Uncontroll abl e

construed accordingly);

means that Supplemental Income determined to be
approved or determined by the Authority in ad=oce
with Condition2.2.16(d);

means a day, other than a Saturday or Sunday, on v

banks are open for ordinary banking business in Belfa:

means Expenditure that relates to property, plant
equipment that would be recognised as an asset |
Il nternational Accounting
Equi pmentd (excluding an
any alternatie accounting treatment specified by t
Authority in any regulatory accounting guidelines isst

from time to time;

means the Commission for Energy Regulation establi:
pursuant to Section 8 of the Electricity Regulation #
1999;

meanst he fAConsumer Prices
published by the Office of National Statistics (Ser

Identifier D7BT); or if such index is no longer publishe

such alternative index as the Authority shall, em

consultation with the Licensee, determine most clo:

reflects that index;
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A

Controlll

Capital
Expenditu

A

Controlll

Capital Expenditure
Esti mat eo

A

Controlll

Operating
Expenditu

A

A

CRRO

CRR Actu

CRR Fornm

CRR Vari

Economic

Net wor ko

=1

1]

EURI BORO

Expendit

means Capital Expenditure other than Uncontrolle

Capital Expenditure;

has the meaning givenp that term in Conditio2.2.2

means Operating Expenditure other than Uncontroll;

Operating Expenditure;

means the capital revenue requirement as calculate

accordance with the CRR Formula;

has the meaning given to that term in Condi@o gb);

means the formulae calculated according tcagaph?2
of Annex A;

has the meaning given to that term in Condito25(b);

mears the North West Pipeline, the South North Pipel

and the Spurs taken together;

means the Euro Interbank Offered Rate as publishe
the Financial Times from time to time and is the rate
interest at which panel banks borrow funds fromeo!l
panel banks in the EU interbank market and which wil

an annual rate unless otherwise stated;

means the expenditure reasonably and properly inct
by the Licensee in the development, construct
maintenance and operation of theoBomic Network sc
as to enable the Licensee to provide conveyance ser
in an economically efficient and safe manner,

excluding:

() expenditure relating to tax, financing a

other returns to investors; and
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=1

-

S

BORO

"Network"

Pipeline"

ecast

dment

c S

(i) expenditure that is recoverable unc
Conditons 2.3 and 2.5;

Operational means, in respect of each of the North West Pipeline
Commencement
Dat eo

South North Pipeline, or the Spurs and any assoc
Postalised Distribution Pipelines, the Gas Y
commencing the October immediatelgea the pipeline
in question becomes operational, or else such other
as is agreed by the Authority and the Licensee;

means the amount set out in accordance 2vRhl.1(f);

0 means the formula for the determination of the Aci

Allowed Revenue set out in paragrapbf Annex A;

has the meaning given to thatm in Conditior2.2.5(d);

means the period of time beginning at 06:00 hours o
October in any calendar year and ending at 06:00 h

on 01 Octobem the next succeeding calendar year;

means the sterling London Interbank Offered Rate
published in the Financial Times from time to time ¢

which will be an annual rate unless stated otherwise;

means all high pressure gas plpes and gas plar
owned and/or operated and/or utilised by the License
Northern Ireland in relation to its Licence given un

Paragraph 1 of the Grant;

means the pipeline starting at the-itieof the Licensee'
pipeline at @rrickfergus to the pipeline owned |
Phoenix Natural Gas to the outlet flange of the AGI at
site of the 400 MW CCGT power plant at Coolkeeragh

means Expenditure other than Capital Expenditure;
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APost al i smens for the purposes of the determination of T

Adj ust men

AfPost al i
Distribution
Pipelinebo
i Rate of
fRet ai |
or ARPI O

Allowed Conveyence Revenue in Gas Year t,
allowance (positive or negative) comprised of the sur
the amounts referred to in Conditi@r2.1.1(g);

means that part of any piiee owned and operate
pursuant to the Towns&icence and running from the
Economic Network to one or more Supply Locatic
which commences at the poinf oonnection with the
Economic Network and ends at the first Five km Poin
be reached by that pidme. Where:

fiFive km Pointo means, i n respe-
any point lying on a radius of Kilometresdrawn arounc

the Load Centre for that Sply Location;

fLoad Centre0 means, in respec

the location determined as such by the Authority;

fiSupply Locationo means each To
condition 3.1 of the Towns Licence), and any ot
premises or group of premises thatdesignated as suc

by the Authority from time to time; and

fitlowns Licenc® means t he conve
to Bord Gais Eireann on 24 March 2005;

means the rate of return established in accordance

paragraptb of Annex A;

means,t h e ifRet ai | Prices I
1000 as published by t h

(Series Identifier CHAW) or if such index is no longe

published, such altrative index as the Authority sha

after consultation with the Licensee, determine n

closely reflects that index;
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fiRevenue
Periodo

fReview D

ASdut North
Pipelinebo

"Spurs"

ASuppl eme
|l ncomeo

means, in respect of each of the North West Pipeline
South North Pipeline, or the Spurs and any assat
Postalised Distribution Pipelines, the period of twe
five years commencing on the relevant First Operatic

Commencement Date;

means 1 October 2007 and every fifth anniverse

thereafter during the Revenue Recovery Period;

means the higipressure transmission pipeline runni
from Gormanston in the Republic of Ireland up to ¢
including its connection and tie point with the North
West Pipeline at the Ballyalbanagh AGI in Northe
Ireland;

meansa high pressure pip@e connecting (directly o
i ndirectly) to the Llinec o
South North pipdine which runs to a point designated
the Authority under Condition 1.15.3(b)(ii) and which
constructed or to be constructed fthie purpose o
facilitating the taking of gas to a town, customer, or gr

of customers;

means all revenue arising in the hands of the License
any affiliate or related undertaking of the Licensee) fr
the exploitation of theéNorth West Pipeline, the Sou
North Pipeline, and Spurs other than charges ari
directly from the provision of conveyance services
shall include income from the conveyance of gas thrc
the South North Pipeline outside Northern Ireland and
other revenue arising from the exploitation by f

Licensee of the Economic Network assets;

ATot al C ¢ has the meaning given to that term in Condi@a 2(d);

Capital
Expenditu
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ATot al means the maximum amount which the Licensee
goenzleyéarrllc:i e d permitted to recover in any Gas Year through convey:

charges under the Formula;

ATot al C « means the total conveyance chargeenue received b

Revenueo . .
the Licensee in any Gas Year;

ATot al has the meaning given to that term in Condiéol2(d);
Uncontrollable
Capital

Expenditu

A Un c o ble r o has the meaning given to that term in Condiiah 3
Capital

Expenditu

AUncont r o hasthe meaning given to that term in Condifiah 2 (a);
Capital Expenditure
Esti mat eo

AUncont r o means Operating Expenditure which is outside
Operating

. reasonable control of the Licensee and which falls wi
Expenditu

t he i st of AUncontrrdlu
determined as such by the Authority for the purpose

this Condition, 8 such list may be amende

supplemented or varied from time to time

AUNTf or es e means anyOperating Expenditurencurred or to be
Operating
Expenditu

incurred in a Gas &ar and not accounted for in tl

Allowed Operating Expenditure figure for that Gas Yese

AVer i fi ed means that @ntrollable Capital Expenditurdetermined

|C::ontrollable Capltql to be such by the Authority in accordance with Condit
orecasto
2.2.2(b);

2.2.20 Allowed Capital Expenditure, Allowed Operating Expenditure, Supplemental Income and
associated expressions may, where appropriate, include actual or fenquaxstliture or

revenue incurred or earned outside Northern Ireland.
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ANNEX A: ACTUAL REQUIRED REVENUE FORMULA

This Annex forms part of Condition 2.2.

1. Formula

The Total Allowed Conveyance Revenue for e@ds Yeart shall be calculated in accordance

with the following formula:

ARR;

where:

ARR;

CRR",

O

Sl

PA

= CRRPt + Ot - Slt + PAt

is the Total Allowed ConveyanceRevenue orActual Required Revenue inGas
Yeart;

is the capital revenue requirement for the pipeline, as Yeat, as calculated in

paragaph? of this Annex

is theinflation adjusted kowed operatingexpenditure forGas Yeat, as calculated

in paragrapl8 of thisAnnex

is the supplemenal income forGas Yeart, as calculated in paragraghof this

Annex and

is the Postalisation Adjustment f@as Year, as determined in accordance with
Condition2.2.1.19);

is the NorthWest Pipeline, theSouthNorth Pipeline or any Spuf wher e A Spu
shall, in relation to Capital Expenditure only, include any associated Postalised

Distribution Pipelinesas appropate

2. Calculation of CRR",

CRR",

is the Capital Revenue Requirement for the pipeline, p in Gas Year t calculated as:
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Where

and

where
CRR’,,

Mm

OAVP,

PVTP,

KPm

m =N = 300

CRROt: a CRRJm

m=q

is the 1st month iGas Yeat;
is the 12th month iGas Yeat;

_(OAV" +PVTP) @r. . .
CRR, == TR @ iH K5

is the pre-tax revenue required for pipeline p to recover invested capital at the
allowed rate of return in month m calculated to be a constant real amoumt=for
16300

is the regulatory allowed real weighted averagte of return calculated in

accordance with paragraptof this Annex;

is the opening asset value for pipeline p in month m calculated in accordance with

paragrapt2(a) of this Annex;

is the present value of estimated grossed up tax payments net of post 2029 capital
allowances for pipeline p in month and shall be calculated in accordance with

paragrapt2(d) of this Annex;

is an error correction mechanism to take account of variances in outturn and
forecast variables including revenue, inflation, corporate tax rates and capital
allowances for pipeline p in month m and shall dalculated in accordance with

paragrapty of this Annex;

Is the month in which thé&irst OperationalCommencemenDate for pipeline p

OCCUrs;

is the 308" month after the month in which tH@rst Operatioral Commencement
Datefor pipeline poccurs;
71



im is the inflation rate in month m and:

(1.  with respect to forecast figures is the forecast long term CPI inflation rate
and with respect to the period until the fiRgview Date shall be 2%;
(i).  with respect to etual figuresis the inflation rate indicated by the Consumer
PricesindeXCPI) and is calculated as follows:
oct
_CPI,
t oct
CPI°%,

i = )" 1

where:

CcPP%, is the relevant CPI figure for October of Gas Year t;

I

is the irflation rate in Gas Year t

(a) Opening Asset Value

a(oAVvP )@rr. ) .
OAVP = OAV -1 mif - OAV
m m1 gfi_ (1 _ﬂ.m_l)—(N -m) ( m-l) ( @1])
and form = 1;
OAVP _ = AC +a° @&
where;
ol Is an amount calculated aapitalisedinterest for the pipeline p in accordance with

paragrapl? (b) of this Annex

Mmn Is the regulatory allowed nominal weighted average rate of return in month m

calculated in accordance with paragr&adf this Annex
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G~ Is the present value &trst OperationalCommencement &te of grants received for

pipeline p, calculated in accordance with paragifit) of this Annex

ACP iIs an amount calculated aalowed capital expenditure for the pipeline p in

accordance with the following formula:

ACP=VFCE" + PG + UCP

(&) where:
VFCE" Verified ControllableCapitalForecastor the pipeline p
PG is an amount caldated as the Pain/Gain Factor in respect of the pipeline p in

accordance with paragraplof this Annex;

uc” is the Actual Uncontrollable Capital Expenditure in respect of the pipeline p in
accordance with Coritibn 2.2.2

(b) Capitalised Interest

ol is the present value at = 1 of capitalised interest for pipelinegalculated as;
g N.a Nt
ClP= aag:EIO @(1 GR) CFE, § aQCEPm O@aodm) + CE
m=i G m=h -m 19 m%
CEnm is the Actual Capital Expenditure for pipeline pmionth m;
h is February 2002, the first month from which Capitalised Interest will be charged;
CIRn is the Capitalised Interest Rata month mbeing a weighted average of thae

monthLIBOR + 0.5% and thene montHEURIBOR +0.5%, weighted according to
the percentage of CE financed in each currencegt dse first business day of each

month

(c) Grants Received
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G" Is the present value at m =1 of any financial contribution from any public or private
resources, including grants received, in relation to gipeline p calculated as
follows;

0 Q N N. -1
GP=3 AMGR O @GIR) &AMGR O® m)+
m= m=j m % m%

j

where:

j is the first monththatgrantis received;

AMGRP,, is theactualmonthly grantreceipt amount audited and approved by the Authority as
being equal to the amount of capital grartuatty received by the Licensee in each
calendar month ending prior to and after irst OperationalCommencemerniDate

in respect of the design, development and construction of the pipeline, p;

(d) Tax Payable

PVTP, is the present value of estimated grossp tax payments net of post 2029
capital allowances in month for pipeline p and fom = 1shall be calculated

in accordance with the following formula;

3 5 & 5 &
N& T 0 g C 0
PV =8 &—"— 6 - ——
m=. O nm +
T a+m,) 3 "E+Oa n,) Eﬁﬁrﬁm)
G m=1 - € m#z mE G

2 m-1
T =maxgd, +min(T, & T,,0),0
¢

m=h

where
T.=(R, -DI, €.) 1_1-%

where:
R gy i @ i
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where rp,and rm,= 0 f or m = i éo0

Cm Is an amount ofax allowances approved or determined by the Authority as being,
in its opinion, a reasonable estimate of thg allowances that will be [or are]
available to tk Licenseein month m for pipeline p and shall be calculated in
accordance with UK treasury/Inland Revenue relevant rules applying at m;

Tm is the monthly tax calculation requiréd determineaccumulated tax losses and

subsequent tax payments calculatedccordance with the following formula;

Rm is the monthly postax revenue requitkto recover invested capital at the allowed

rate of return calculated in accordance with the following formula;

Trm is the UK corporate rate of tax applying in month

DI, is the amount oflebtinterest approved or determined by the Authority as being, in
its opinion, a reasonable estimate dafbt interest payable in month m, by the

Licensee, in respect of the amountdebt required to finance the construction of

the pipeline p calculated in accordance with the following formula;

DI, =(0AV,) (@) (rdn,)

where:

rdnm is the regulatory allowed nominal cost of debt finance in
month m calculated in accordance with the following formula;

2 \\1/12

rdn, =(@ f, mp,) 14,))+ 1

rf; is the regulatory allowed real risk free rate on debt in year t as
calculated in accordance with paragr&af this Annex;

P Is the regulatory allowed real risk pneum on debt in year t as

calculated in accordance with paragr&af this Annex.

3. Calculation of Allowed Operating Expenditure

75



The inflation adjusted allowed operating expenditure will be calculated in accedance with

the formula:

Where:
IAL

1A
AOE;

FRPM",

LIBORM',

O, = AOE, * (FRPIM™,/ FRPIM™ 1) + IAL

= IA* LIBOR"" 1 +2%
= AOE.1 * (RPIMy/RPM ;) i AOE.; * (FRPM®; / FRPM.,)
is the Allowed Operating Expenditure in Gas Year t

is the relevant forecast RPI figure for March of Gas Ykas determined by the
Authority.

is the relevant LIBOR for the first Business Day in April of Gas Yehar

4. Calculation of Sl

The supplemental incometo apply in the Formula will be calculated in accordance withthe

following formula.

where:

FSk

ASl:.,

M1

FSk + [(ASl-2 - FSk.2) * (1+ rnep) (1+rneq)]

is the AllowedSupplemental Income which should become due or receivable to the

Licensee duringsas Yeat;

is the ActualSupplemental Incomfor Gas Yeat-2.

is the nominal weighted average rate of return in Gas Year t

5. Rate of Return
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The applicable Rate of Return is expressed on a vanilla weighted average cost of capital basis and

will apply to the North West Peline, South North Pipelinggnd each of the Spurs and any
associated Postalised Distribution Pipelines

(a) The regulatory allowed nominal weighted average rate of return in month m is

calculated according to the following formula:

1/12

m, =g 4g(@ # mep).Q i)+) {1 gie -g

where:

mm IS the nominal weighted average rate of return in month m

rf; is the real Risk Free Rate in Gas Year t which shall mean:
(i) with respect to the period from th&st OperationalCommencement
Date until the date of the first review, bgit™ October 2007, 2.7%
(i) with respect to the period thereaftarfate set to reflect market rates
prevailing at the time of theeview;

rp is the regulatory allowed real risk premium on debt in yeealtulated as
follows:

rps = MRDP, + E0G
Where:

MRDP means the market rate for debt premium excluding the gearing effect and :

().  with respect to the period from th@st OperationalCommencement

Date until the date of the first review, bein§ Qctober 2007, is set
at 1.45%

(i).  with respect to the perb thereafter, market rates for the debt

premium, excluding gearing effect, of similar utilities at the time of
the review;
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EoG This rate is set at 0.38%, reflecting the gearing effect, for the period m=1 to

m=300 inclusive and is not open to be resehatime of each review;

re is the regulatory allowed nominal rate of return on equity in Gas
Year t and shall equab%fort=1 é 2 5

g is the regulatory allowed level of financial gearing and shall be constant at
72.5% for m = 1é300 inclusive.

(b) The regulatory allowed real weighted average rate of return in month m is
calculated according to the following formula:

rm :(1+—r_nm) 1
(d+iy)

(c) The regulatory allowed nominal weighted average rate of return in Gas Year t is

calculated according to thellfmving formula:
= (1+rmy)**-1

6. Pain/Gain Factor

The pain/gain factor shall be calculated in respect of the North Mfedine and the South North

Pipeline as follows:

(@) If, in respect of the relevant pipeline Actu@bntrollable Capital Expendiire is

greater than Verifie€ontrollableCapitalForecast

(). for any difference that is less than or equal to 10% of Verified
Controllable Capital Forecast the pain/gain factor shall be a

positive figure equal to 75% of such difference;

(i.  for any differencethat is more than 10% but less than or equal to
20% of VerifiedControllableCapital Forecastthe pain/gain factor
shall be a positive figure equal to the sum of: (aa) 75% of the 10%

and (bb) 50% of the remaining element of the difference;

(i).  for any diffeeence that is more than 20% but less than or equal to

30% of VerifiedControllableCapital Forecastthe pain/gain factor
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Km

shall be a positive figure equal to the sum of: (aa) 75% of the 10%,
(bb) 50% of the 1420%, and (cc) 25% of the remaining element of
the difference; and

(iv).  for any difference greater than 30% of Verifi€dntrollableCapital
Forecastthe pain/gain factor shall be calculated in accordance with
(i) and no additional adjustment in respect af alifference in
excess of 30% shall apply.

(b) If, in respect of the relevant pipeline Act@adntrollableCapital Expenditure is less

than VerifiedControllableCapital Forecast

(). for any difference that is less than or equal to 10% of Verified
Controllable Capital Forecast the pain/gain factor shall be a
negative figure equal to 75% of such difference;

(i.  for any difference that is more than 10% but less than or equal to
20% of VerifiedControllableCapital Forecastthe pain/gain factor
shall be a negativigure equal to the sum of: (aa) 75% of the 10%,

and (bb) 50% of the remaining element of the difference; and

(i).  for any difference that is more than 20% of Verifi€dntrollable
Capital Forecast the pain/gain factor shall be a negative figure
equal to thesum of: (aa) 75% of the 10%, (bb) 50% of the2D9%,

and (cc) 25% of the remaining element of the difference

(c) For the avoidance of doubt the pain/gain factor forSers shall be zero.

7. Error Correction Mechanism

is an error correction mechanism take account of variances in outturn and forecast
variables including revenue, inflation, corporate tax rates and capital allowances and shall

be calculated in accordance with the following formula

_ (K,)Or,,
“n =1 @ +r Y™™

@ id

79



o

a
_ %« CRR_- CRR_ X

LA AL A A

Km=ki _@. X . @(1 rﬁ-m)
é‘? O@+m,) ™
=1

where

CRR_ and CRR  are actual and reforecast revenue in month m respectively up to k = month

before review month

such that
N X k
4 5 1+1 & &CRR"“ CAV,, PVT,
= Q (L+m,) ™ mE0E n,,)
m=k & m 1=

— é’ (Km-l)cuprrm-l) ~
Km_Kml gi_ (1 _H_m_l).(N m) ('Km-l) (erd)
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Condition 2.3: Connection Charges and Obligation to permit a Connection

2.3.1 Statement of connection charges and terms for connection

Subject to Conditions 2.3.2 and 2.3tBe Licensee shatfto later tharthree monthafter

the coming into force of (ihis licence or (ii) any modification of this condition 2.3 (as the
case may bedefore the first perational commencement date give the Authority a
statementfor the approvalof the Authority as to form and conteshowing the methods
by which and the pmciples on which charges are to be determined by the Licensee, for:

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

owned by it and comprisad the connection;

(b)  connecting or disconnecting meters not owned by it in any premises connected

directly to the Network; and

(c)  connecting to the Network any pitiee system to or from which gas will be
conveyed by means of the Network and maintgnirepairing and renewing the

connection

and in any such case the Licensee shall when giving such a statement include in that
statement the Licensee's other terms for the connection and an explanation of those terms
toget her with t hdesighand eparatienal dfequiredmentswhiah epply to

the making of a connection to its Network

2.3.2 The statement and cases and classes of cases

The statement given by the Licensee under Condition 2.3.1 shall:

(@)  subject to Condition 2.3.6, clearly digjuish cases and classes of cases of person

for whom the Licensee proposes different methods or principles for connection; and

(b)  in respect of any such case class of case, show that element of connection costs

the Licensee proposes to recover by wéconveyance charges to gas suppliers.

2.3.3 The statement to give likely indication of costs

The statement given under Condition 2.3.1 shall where practicable indicate for the

Authority's information the costs likely to arise in respect of work dowkenaaterials used
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2.3.4

2.3.5

in connecting any premises or pifiee system or meters not owned by it and the Licensee

shall:

(@) prepare the statement in such a manner as will reasonably enable a person to
estimate the Licensee's connection charges; and

(b)  enablea person requesting a connection to determine what works or other actions
he would need to undertgkencluding without limitation any work or action
required t o compl vy wi t h t he Licensee
requirementsfor the Licensee tprovide the connection.

Aut h oapprovalrégsired to stated connection charges and publication of statement

Subject to the Authority's pri@approvalto theform andcontents of the statement given by
the Licensee under Condition 2.3.1 as thdgteeto charges for connection, the Licensee
shall:

(@)  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 inapprovingthe basis for charging faronnection 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.

Connection charges and ternag €onnection

The Licensee shall:

(@) Not charge for a connection of premises or anyiige 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 Cond&ig#.

(b)  Within 28 days of receiving a request for a quotation of connection charges covered
by the statement published under Condition2@ovide the person requesting the
guotation with a specific statement of the connection charges and otheroterms

connection applicable to the request for a quotation.

And for the purposes of Condition 2.2.3(b) and the Licensee's obligation to provide a

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

82



2.3.6

2.3.7

2.3.8

shall be treated asuch if it is in such form as the Licensee can reasonably be expected to

provide specific statement of connection charges in return.

Prohibition on undue discrimination

The Licensee shall not show any undue preference towards or undue discrimagatitst

any person or cases or classes of cases of person seeking a connection of premises to the
Network or any person who operates or proposes to operate-bnpigystem in relation

to the connection of that system to the Network.

Direction by the Authority

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

(i) the methods and principles on which it has determined the charges and other

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

(i) 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
nondiscriminatory manner, the Authority may direct the Li@:ngo 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 2.3.7 and #haublish revised statemeras soon as

reasonably practicath accordance with Condition 2.3.4.

Revising connection charges

Without prejudice to Condition 2.3.7he Licensee shall not revise the basis of its charges
for a connection o&nypremises, any meter or any pili@e system to the Networkbr the

other terms for the connectiowithout first giving the Authority a revised statement in the
same terms as Condition 2.3.1 and obtaining the consent of the Authority to such a revision

in the sane terms as Condition 2.3.4.
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2.39 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 instant®et
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 etany 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

(b)  in particular, determine the charges and other terms on which the Licensee shall
(notwithstanding Condition .3.6) 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 appropriate) the obligations
that would otherwise have applied tfee Licensee under Condition3% and the
relevant objective as defined in Conditiod.2. 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 sfpute with reference to conditions
2.3.9 (a) and &.9 (b).

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

The Licensee shall comply with any direction given by the Authority to furnish it with a
statement show@ 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:

(@) modifying apparatus and works associated with a high pressurdingpso as to

increase the capacity of the pifiee; or
(b)  supplying and installing any pigae or works;

including where practicable an indication of likely costs and the otmerstef

doing so.
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2.311 Authority's consent required for charges and other terms for introducing gas to Network

and the prohibition on undue discrimination
The Licensee shall:

(& not charge for a connection to introduce gas to the Network on any basisaoy
other terms without the consent of the Authority;

(b)  not show any undue preference towards or undue discrimination against any

persons seeking a connection to introduce gas to the Network.

2.3.12 Publication of connection charge statements

TheLicensee shall:

(@) publish a statement of the basis of its connection charges for introducing gas to the
Network and its other terms for connection in such manner as will secure adequate

publicity for it; and
(b)  send a copy of any such statement tp @erson who asks for one.

2.3.13 Interpretation and construction

References in this Condition to:
" charges’ shall include references to means whereby siheingesnay be ascertained.

2.3.14 Obligation to make a connection

(@) The Licensee shall not ftese a request for connection to the Network 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 in relation to compliance
with any technical ad safety criteria contained in the Network Cade d t he Li c el

technical design and operational requirements

(b)  Where the Licensee refuses a request for connection to the Network he shall

provide duly substantiated reasons for doing so.
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Condition 2.4: Network Code

2.4.1 The relevant objective

2.4.2

The Licensee shall no later than six months before the first operational commencement date
submit to the Authority a statement of its proposed arrangements for the conveyance of
gas, in addition to the matis covered by Conditions 2.2 and 2.3, which will facilitate the

achievement of the "relevant objective”, that is to say:

(a) the secure, safe, reliablefficient and economicevelopment anaperationand
maintenancef the Networkwith due regard to thenvironmentand

(b)  subject thereto:
(i) compliance with the Licensee's other obligations uraekLicence; and

(i) subject to Condition 2.4.1(b)(ijjhe promotion ofeffective competition

betweerlUsers
and put such arrangements in place excefliaéwuthority otherwise consents.

The Network Code

The Licensee shall:

(a) prepare and provid the Authorityfor its approvala "Network Code", that is to
say a document setting out the arrangements established under Conditian@.4.1
the tems on which it will enter into such arrangements with Users for the
conveyance of gasio later than three months prior to the first operational
commencement date on which it will enter into such arrangementdsétsfor

the conveyance of gas;

(b) where pursuant to Condition 2.14.1 the Licensee is designated as a transmission

system operator, ensure that the Network Code contains provisions that establish:

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

Network;

(i) the nethodology used by the Licensee to procure the gas required for

balancing the Network;
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2.4.3

24.4

(€)

(d)

(€)

()

the methodology by which the charges to be levied on Users for the balancing of the

Network are to be determined;

where, pursuant to Condition 2.14.2 the Licenisedesignated as a distribution
system operator, ensure that the Network Code contains provisions that establish:

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

(i) the methodology by which the charges to be leviedyas suppliers for the
balancing of the Network are to be determined; and

(i) the technical safety criteria applicable to the operation of the Network;

put such Network Code in place except as the Authority otherwise corss®hts

comply with the provisios of the approved Network Code

put in place appropriate contractual arrangements, approved by the Authority,
which require compliance with the Network Code by the Licensee, the Users, and

any third parties who may become parties to the Network Godk;

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
provisions of the Network Code applicable from time to time to the circumstances

of the cas.

Where a term of the Network Code or of the modification rules referred to in Condition

2.4.5 is framed so that its proper implementation is to be determitiedegard tovhether

it facilitates the achievement of the relevant objective, eitherLicensee or angther

party to the Network Cod&ho has entered intthe 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 tlesmdde proposes to

implement the term would secure that objective.

Modification of the Network Code

Subject toStandard Condition 2Athe following shall apply. The Licensee shall establish

and implement procedures for the modification of the NédtwGode by the Licensee,
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2.4.5

subject to the provisions of this Condition, so as to better facilitate the achievement of the

relevant objective and which will enable:

(@)
(b)

(c)

(d)

(e)

the Network Code to be reviewed;

modifications to be proposed by the Authority, theelnsee or by angther party to
the Network Codge

adequate publicity to be given to any proposal by:
(i) drawing it to the attention afther parties to the Network Code
(i) sending a copy of it to anyone who asks for one; and

(i)  making it otlerwise available in an appropriate manner where it is necessary
for establishing whether the proposal would better facilitate the achievement
of the relevant objective;

the preliminary views of the Authority to be sought in relation to any mattengris

on a proposal to modify the Network Code; and

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

properly considered.

Modification Rules

Subject to Standard Condition 2A, the following shall apply. The Licensee shall:

(@)

(b)

prepare "the modification rules”, that is to say a document setting out the terms of
the procedures established under Condition 2.4.4, and shall furnish the Authority

with a copy of the modification rules;
not make any modification to the modification rules except:
0] after consultinghe other parties to the Network Code

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

consideration; and
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(i) with the consent of the Authority; and
(c)  furnish the Authority with a copy of any modification so made.

2.4.6 Prohibition on irreqular modification

Subject toStandard Condition 2A, the following shall apply. The Licensee shall not make
any modification to the Network Code except:

(@) to comply with Condition 2.4.7(c); or
(b)  with the consent of the Authority;
and shall furnish the Authority with a copy afyamodification made.

2.4.7 Role of Authority in modifications

Subject to Standard Condition 2A, the following shall apply. Where a proposal is made

pursuant to the modification rules to modify the Network Code, the Licensee shall:

(@) refer for determindon by the Authority any question as to whether the
representations or objections by amoher party to the Network Cod® by any
other person in respect of the proposal have been properly considered in

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

(i) where the proposal is made &gy other party to the Network Cogdgiving
particulars of any alternative proposal by the Licensee to modify the

Network Code irrespect of the same matter;

(i) giving particulars of any representations or objectimasleby aparty to the

Network Codeor by anyother persolin respecbf those proposals;

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

not be made;

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

proposed modification; and
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(vi)  giving such further information as may be prescribed by the modification

rules; and

(c) comply with any direction givenybthe Authority to make a modification to the
Network Code in accordance with a proposal described in a notice given to the
Authority under sukparagraph (b) which, in the opinion of the Authority will, as
compared to the existing provisions of the Netwd@kde or any alternative
proposal, better facilitate the achievement of the relevant objective.

2.4.8 Publication of Network Code

The Licensee shall:

(@) publish the Network Code and the modification rules as modified from time to time
in such form and maner as the Authority may from time to time direct; and

(b)  send a copy of the Network Code and modification rules as modified from time to
time to any person who asks for one on payment of a charge in respect of the cost
incurred by the Licensee in comgplg with this requirement which does not exceed

such amount as the Authority may from time to time direct.

2.4.9 Authority to determine material affect on persons of transportation arrangements

Except in so far asthe Authority otherwise consents, thdcénsee 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 the Network
Code.

2.4.10 Reasons for refusal of access

The Network Cod prepared in accordance with this Condition shall require the Licensee to

give duly substantiated reasons for any refusal of access to the Network.

2.4.11 Prohibition on undue discrimination

The Licensee shall not show an undue preference for or urgltrendnation against any

person or class or classes of person:

@ in assessing a personb6s application to
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(b) in its interpretation of the Network Code and the application of procedures contained
in the Network Cde.

2.4.12 Definitions

Il n this Condition 2.4, "Usero means, as tt
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, caavdyough the Network.
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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 as either
a transnesion 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
Net wor k with that personds network such
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 approvétebfuthority.

2.4A.30bligation to enter into agreements

Where the Licensee is required, either by a designated transmission system operator or by a
designated distribution system operator (
enter into an greement 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 operatbagreement

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 suchifmento time by the
Authority).
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Condition 2.5: Provision and Return of Meters

2.5.1

2.5.2

2.5.3

254

Provision of Meters

The Licensee shall comply with any reasonable request by any gas supplier wishing to
supply gas to premises directly connected to the Network to grand install at those
premises a gas meter belonging to the Licensee being of an appropriate type, specified by
the gas supplier, if a meter of that type is readily available to the Licensee and the gas
supplier agrees to pay the Licensee's charges irecesf the provision and installation of

the meter, such charges to have been determined using such principles and methodology as
shall have been agreed with the Director.

Installation of Gas Suppliers' Meter

The Licensee shall comply with any seaable request by any gas supplier wishing to
supply gas to premises to install at those premises a gas meter of an appropriate type
belonging to the gas supplier (or the owner or occupier of the premises) if the gas supplier
agrees to pay the Licenseelsarges in respect of the installation of that meter and any

subsequent disconnection.

Prohibition of undue discrimination

The Licensee shall not show any undue preference towards or undue discrimination against
any gas supplier seeking the prowisiand/or installation of a gas meter under this
Condition 2.5.

Disconnection of Meters

Subject to Condition 2.5.5, where any gas meter owned by the Licensee is disconnected by
or returned to the Licensee, it shall promptly make an appropriatedretdhe 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 entity and time of
disconnection or return of the meter and the premises froichvit 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.

93



2.5.5

2.5.6

Safe Custody of Meters

Where the Licensee has reasonable cause to beliegvarthagyas meter owned by it and
disconnected by or returned to it is the subject of:

(a) any investigation 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 theene

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:

(@) during the period of six months beginning with the date on which #termvas
disconnected or returned, for so long as the Licensee has reasonable cause to

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

Provision of Informatio

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, it shall promptly
give to the gas suppliers in respect of those premises the informatioatifed 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 2.6: Conduct of Transportation Business

2.6.1 Conduct of business activige

2.6.2

2.6.3

The Licensee shall conduct its business activities relating to the conveyance of gas in the
manner best calculated to secure that neither:

(8) the Licensee or any affiliate or related undertaking of it or any company of which
the Licensee is an affiliator 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.

Disclosure of information

The Licensee shall

(a) use its best endeavours to secure #@mt(c)where, pursuant to Condition 2.14.2 the
Licensee is designated as a distribution system operator, ensure that the Network

Code contains provsns that establish:

() the measures that the Licensee will put in place for the balancing of the
Network company of which the Licensee is an affiliate or related undertaking

and

(b) subject to paragraph (a) above, not show any undue discriminatiovstaga undue
preference towards, any person or class of person, in disclosing any information
relating to its Licensed Business which may be commercially advantageous to any

other person

Exempt information

Condition 2.6.2 shall not extend to:

(a) information specified in any consent to roompliance with that Condition given

by the Authority to the Licensee; or
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2.6.4

(b)

(c)

(d)

(e)

information relating to a particular Licence or exemption holder which that party
has consented in writing to being used or disdom 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 publicaimain (other than as a result of contravention by

the Licensee of any Condition of the Licence); or

information which is required to be disclosed pursuant to a Condition of the

Licence.

Additional definition

In this Condition "trading businesstieans activities connected with the acquisition and

disposal of gas in Northern Ireland other than for the efficient operation of the Network

operated by the Licensee or for replacing gas lost from the Network.
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Condition 2.6A Provision of information to a relevant gas licence holder

2.6A.1

2.6A.2

2.6A.3

2.6A.4

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 asay:

(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 direatns 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 wighcanditions 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 interestsf 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.

Excludad 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 protectinppnfidentiality

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 designededares that
information provided in pursuance of this condition (and similar licence conditions) is
not communicated, directly or indirectly, to any gas supplier or any person acting on
behalf of a gas supplier who has made or seeks to make arrangemietbalicensee

i n pursuance of which gas is conveyed t
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2.6A.5 Definitions and interpretation

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

(@)

(b)

Arel evant gas | icence hol dranted puragaat los a n
Article 8(1)(a) or 8(1)(b) of the Order and/or any holder of a licence to convey
(whether by transmission pigimes or distribution pipdines) or store gas granted

under the relevant legislation of a jurisdiction other than Northiefand; and

references to fAlicenceo and fAgas suppl
under, or gas suppliers operating pursuant to licences or exemptions granted under,
the Order.
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Condition 2.7: Emergency Services and Obligations

2.7.1 Emeagency telephone service

The Licensee shalin co-ordination with all other relevant persons

(a) establish, or procure the establishment of, and subsequently operate and maintain,
or procure the subsequent operation amaintenance of aingle continuasly
attended telephone service (including reasonable facilities to communicate with
deaf or partially hearing persons)

(i) for the receipt of reports of escapes of gas in respect of which the Licensee
or such other relevant persomy have obligations aker Article 60 of the
Order or under any regulation made by the Department under Schedule 5
paragraph 2 of the Ordeand

(i) for the Licensee to be informed of any escapes of gas in respect of which it

may have such obligatiojand

(b)  secueadequate gblicity for the service and its telephone number, having regard, in

particular, to the special needs of blind and partially sighted persons.

2.7.2 Prevention of gas escapes

Where any gas escapes from the Network, the Licensee shall, as soon as reasonably
practicable after 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 directly connected to the Netwthik 2 hours of

receiving a report of such an escape (or earlier if becoming aware of the same) and, subject
to Condition 2.7.3, the Licensee shall make arrangements whereby, in preventing an escape

of gas in any premises to which it conveys gas:
(@) theprevention is effected, so far as it is reasonably practicable and safe to do so:
0] by carrying out any appropriate minor appliance repairs; and

(i) by a person adequately trained in recognising the signs of leakage of carbon
monoxide and instructed teport any such signs to the owner or occupier of

the premises; and
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2.7.3

2.7.4

2.7.5

Application of Condition 2.7.4

Condition 2.7.4 shall apply in relation {o:

(@) nondomestic consumers who are supplied with gas on terms on which the supply
of gas may be intempted or reduced in pursuance of directions given under section
2(1)(b) of the Energy Act 1976, and

(b)  the premises of such na@lomestic consumers.

Priority for maintenance of supply

Where the Licensee considers that, for reasons of safety (@cr&daparticular premises or
a particular locality), the supply of gas to any ftmmestic consumer to whom this
Condition applies or the conveyance of gas to their premises need to be interrupted,
reduced or restricted, it shall, so far as is reasonalagtipable in the circumstances

having regard to the oweiding importance of safety:

(@) when telling a nordomestic consumer that he should use his best endeavours to
refrain from using gas, in pursuance of such a term of that consumer's contract for

the supply of gas, or
(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 2.7.6 and the conveyance of gas to their premises.

Consttation with the Authority

Where the reasons of safety referred to in Condition 2.7.4 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 Irelande thicensee shall consult with the
Authority on the taking of any such steps as are mentioned in Condition 2.7.6(a) or (b) and,
so far as is reasonably practicable in the circumstances having regard to thielioger

importance of safety, shall do so befdaking any such steps.
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2.7.6 Priority List

The Licensee shall:

(@) unless it has done so before being licensed, establish a list edonestic
consumers who should be given priority as respect the maintenance of a supply of
gas and the maintenanckthe 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 augh amendments on being directed so to do
by the Authority.

And, if the Authority has designed criteria to be taken into account when such a list is
established or revised, the Licensee shall so take account of those criteria.

2.7.7 Determination by théduthority

Any questions arising under this Condition as to whether a particulaidoymestic

consumer satisfies the designed criteria shall be determined by the Authority.
2.7.9 Definition
In this Condition 2.7

Arel evant per s o nmeansallpersons that unte in Northern
Ireland the activities specified in Article 6(1)(a) of the
Order.
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Condition 2.8: Maintenance of Records

2.8.1 Recorded infomation

The Licensee shall hold in aappropriate form recorded information, insofar as the

Licensee is reasonably able to acquire it, as to:

(a) every premises and pigme system to which gas has been conveyed by means of
the Network during the relevaperiod,;

(b)  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 2.8.1(a) during the
relevant period;

(©) insofar as the Licensee has been furnished with the informatioaspect of each
premises referred to in Condition 2.8.1(a) every gas supplier who has supplied
during the relevant period gas which has been conveyed to those premises by means

of the Network;

(d) insofar as the Licensee has been furnished with fleenmation, 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 2.8.1(a) for ascertaining the quantity

of gas conveyed to the premises by means of that sykieng the relevant period;

(e) 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 Licertsg any other Licensee or
exemption holder whether directly or indirectly pursuant to the conditions of his

Licence or exemption.

2.8.2 Additional definition

In this Condition, "the relevant period" means the preceding five years or such shorter

period b which the Authority may consent in respect of any of the above requirements.
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Condition 2.9: Powers of Licensee under Article 13 of the Order

2.9.1 The provisions of:
(@) Schedule 2; and
(b)  Schedule 3;

of the Order shall apply to the Licensee.
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Condition 2.10: Network Forecasts

2.10.1 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
first operational coomencement date and each year thereafter, with respect to each of the
succeeding years for the remaining term of this Licence such information as to forecasts of:

(@) the use 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)  the likely developments to the Network which thednsee 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-figeof his to the Mtwork or enter into
arrangements for the conveyance of gas in identifying and evaluating the opportunities for

so doing.

2.10.2 Revised Network forecasts

Except in so far as the Authority consents to the Licensee not doing so, the Licensee shall,
on anannual basis, prepare a revision of any statement prepared under Condition 2.10.1 so
as to ensure that, so far as reasonably practicable, the information in the revised statement

is up to date.

2.10.3 Provision and Publication of forecasts

The Licenseelsll, 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 2.10.4:

(@)  furnish the Authority with a copy of the statemenegared under Condition 2.10.1

and of each revision of the statement prepared under Condition 2.10.2;

(b) in such form and manner as the Authority may direct, publish a description of the
statement and of each revision; and
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(c) send a copy of the statememid 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.

2.10.4 Particubr interests

In complying with the requirements of Condition 2.10.3(b) and (c), the Licensee shall have
regard to the need for excluding, so far as practicable:

(@) 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 matteid veou

might seriously and prejudicially affect the interests of that body.

2.10.5 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 thAuthority 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 2.11 [Not used]
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Condition 2.12: Independence of the Licensed Business

2.12.1Application

This Conditionshall apply where the Licensee (or any affiliate or related undertaking
of the Licensee) iat any timecarrying on the activities of a Gas Supply Business.

2.12.2Managerial and operational independence

Where this Condition applies the Licensee shall:

(@) 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.

2.12.3Means of achieving st independence

In order to facilitate its compliance with Condition 2.12.2, the Licensee shall use all

reasonable endeavours to ensure that:

(@) the Authorised Business is provided with such premises, systems, equipment,
facilities, property, personnel, deaiad 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 Comparangfsuch

Gas Supply Business;

(c) subject to any financial supervisory rights of a Holding Company of the
Licensee as provided for theLi censeeds financi al pl &
operational decisions relating to the operation, maintenance and development
oft he Licenseeds Network are taken onl
by, and are engaged in the operation and management of, the Authorised

Business;
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(d) any Associated Business may not use or have access to:

(i) premises or parts of premises occupied by @ersengaged in the
management or operation of the Authorised Business;

(i) 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;

(i)  commercially sensitive orconfidential information relating to, or

derived from, the Authorised Business;

(iv)  equipment, facilities or property employed for the management or
operation of the Authorised Business; or

(v)  the services of persons who are (whether or not as their principal
occupation) engaged in the management or operation of the Authorised

Business; and
(e) 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 Supplgigess that

does not form part of the Authorised Business; and

(i) 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 Businesisthe expiry of
an appropriate time from the date on which he ceased to be engaged by

the Authorised Business.

2.12.4Additional Definitions

In this Condition:

ifAct O means the Gas Act 1986, as amended from time

to time;
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AAssoci at ed Bus meaassasybusess, 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
authorisation in accordance with either Article
6(1) of the Order or section 5(1) of tiAet or
which is involved in the production or purchase

of gas;

AAut hor i sed Bus meaasstbedlicensed Business, taken together
with (if applicable) either:

(@) where the Licensee has so notified the
Department and the Authority, any
business of the tensee (or of any affiliate
or related undertaking of the Licensee) that
is carrying out activities that require
authorisation in accordance with Article
6(1)(a) of the Order or with section 5(1)(a)
of the Act, except that the Licensee may
not give such otification where the
Department or the Authority (as the case
may be) has given an approval under

paragraph (b) below; or

(b) where the Department or the Authority (as
the case may be) has given it approval, any
business of the Licensee (or of any affiia
or related undertaking of the Licensee) that
is carrying out activities that require
authorisation in accordance with Article
6(1)(c) of the Order or with section 5(1)(b)
of the Act;
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ot

Gas Suppl y Bus meaassasybusiness carrying out activitieg tha

Hol di ng

require authorisation in accordance with Article
6(1)(c) of the Order or section 5(1)(b) of the
Act; and

Co mp a n has the meaning given to it in Article 4 of The
Companies (Northern Ireland) Order 1986.
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Condition 2.13: Business Separation Comipance Plan

2.13.1Application
This Condition shall apply where Condition 2.12 applies to the Licensee.

2.13.2Submittal of plan

The Licensee shall, no later than 28 days after Condition #&st2applies to the
Licenses, prepare and submit to the Autity (for its approval) a compliance plan
(the ACompliance Plano) setting out the
conduct which the Licensee has adopted, or intends to adopt, together with the
timescales for adoption, to ensure its complianite @ondition 2.12.

2.13.3Complying 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 2.13.

2134Aut horlet yds ro

The Authority may:

(@) 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:

(©) informing the Licenes e t hat, in the Authorityds o]
is not, or is no longer, sufficient fo

with Condition 2.12; and

(d) requiring the Licensee to make such revisions to the Compliance Plan as, the
A u t h @ ogintory, re necessary or expedient in order for the Compliance
Plan to be sufficient for the purposes

continued compliance with Condition 2.12.
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2.13.5Revision of Compliance Plan

Where the Licensee receives aifcdtion in accordance with Condition 2.13.4, it

shall, within 30 days, revise the Compliance Plan, in such manner and to such extent
that wil/l reflect the Authorityods requir
purposes of ensuring the Licenéee compl i ance with Conditio

2.13.6Review of Compliance Plan

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

2.12 is in force, review its Compliance Plan so as to ensure:
(@) its continued compliance with its obligans under Condition 2.12; and

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

respects.

2.13.7Authority approval

Where the Licensee revises its Compliance Plan, either in accordance with Condition
2.13.5 or following areview conducted by it in accordance with Condition 2.13.6, it

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

2.13.8Facilitating compliance with the Compliance Plan

The Licensee shall ensure that persons engaged in the merdgend operation of

the Licensed Business:

(@) 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 fan the Compliance Plan; and

(c) are aware of the disciplinary procedures that may be activated should they fail

to comply with their obligations under the Compliance Plan.
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2.13.9Compliance Manager

The Licensee shall, following consultation with the Authgriappoint a senior

member of its personnel engaged in the management and operation of the Licensed
Business as a compliance manager (the @AC
facilitating compliance with its obligations under Condition 2.12 and wigh i
Compliance Plan.

2.13.1@ssisting 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 ekde require to fulfil the duties and tasks

assigned to him.

2.13.1Duties of the Compliance Manager

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

(@) providing relevant advice and information to the Licensee for the purpose of

ensurng its compliance with Condition 2.12 and with the Compliance Plan;

() monitoring the effectiveness of, and

Compliance Plan;

(©) investigating any complaint or representation received by the Licensee from
any person in respedf any matter arising under or by virtue of Condition

2.12 or in relation to the Compliance Plan;

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

advice; and

(e) 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 investigatianhe has conducted and on progress implementation of

the Compliance Plan.
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2.13.12Report of Compliance Manager

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

no less than twice every twelve monthwbmit a report tthe Authority:

(@)

(b)

(€)

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

providing a progress updat e on t he
Compliance Plan;

setting out the details of any investigations conducted by thaplance
Manager, including:

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

which such investigations were based;
(i) the outcome of such investigations; and

(i) any remedial action taken by the Licensee following such

investigations.
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Conditon 2.14 System Operator Designation

2.14.1 Transmission system operator

The Licensee is (for the purposes of Article 7 of Directive 2003/55/EC) hereby
designated as transmission system operator for the Network.

2.14.2 Distribution system operator

Not used
2.14.3Definition
In this Condition 2.14:

ADi rective 20 means Directive 2003/55/EC of the Europe
Parliament and of the Council concerning comn

rules for the internal market in natural gas.
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PART 2A

STANDARD CONDITIONS APPLICABLE TO THE CONVEYANCE OF GAS
BY DESIGNATED PIPELINE OPERATORS

Part 2 of the Licence incorporates the standard conditions applicable to the conveyance of gas by
designated pipeline operators set out in Part 2A of the standard conditions of licences for the

conveyane of gas.

116



Condition 2A.1 1 Interpretation and Construction

2A.1.1 Definitions

In Part 2A of this Licence, except where expressly stated to the contrary and unless the context
otherwise requires, the following terms shall have the meanings asaitiesht below:

AAct ual Fi g u means the Annual Exit Quantity and the Actual Firm Caps
figures to be provided by the Licensee to the Authority ur
Condition 2A.2.3.2(a);

AAct ual F i r m means the aggregate of GS Firm Capacity which has leldnby
Gas Suppliers in respect of a Gas Year and in respect of Exit F
on the Designated Network;

=1

Act ual R e g u as the context requires, shall have the meaning ascribed to the
in the Special Conditions of this Licence or the megrascribed tc

it in the relevant licence of each Designated Hiipe Operator;

1

Annual Exit means the aggregate of all G
of a relevant Gas Year and in respect of Exit Points on

Designated Network;

GAuxi | i ary Pe&meansanysum (whether or not contingent) in addition to aggr
Monthly Postalised Payments which a PS Gas Supplie
committed to pay on an annual basis in respect of Minin

Quantity Value;

ABusi ness Da means a day, other thanSaturday or Sunday, on which banks

open for ordinary banking business in Belfast;

1]

Capacity Pe shal have the meaning ascribed to that term in Cond
2A.2.5.2(a);

ACapacity Re meansacharge or a payment, as thgead requires, made by tr
Payment o Licensee to each of its Gas Suppliers in respect of the differ

between the Forecast Postalised Capacity Charge and thé&ivei
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=]

Commodity

ACommodi ty
Payment o

5t

P

R

Credit Comm

AfDebt Enti t|

ADebt Notice
ADebt Notice
ADebt Paymen
ADebt Repaym
ADesignat ed

ADesi gndneed

Operatoro

ADesi gndneed

Operators

Ag

Postalised Capacity Charge applied to a Gas Year;

shall have the meaningscribed to that term in Conditic
2A.2.5.1(a);

means a charge or a payment as the context requires, made
Licensee to each of its Gas Suppliers in respect of the differ
between the Forecast Postalised Comiyo@harge and the Yeal
End Postalised Commodity Charge applied to a Gas Year;

means the committee which is convened and operates in accot

with the Terms of Reference;

shall have the meaning ascribed to that tenm Condition
2A.6.1.2(b);

means a notice issued by the PSA as contemplated by Con
2A.4.3.1(f);

means the date on which the PSA shall issue the Debt Notice
month as contemplated by Condition 2A.4.3.1(f), beimg eighth

Business Day in the relevant month;

means a charge payable by a PS Gas Supplier in respect
Notified Debt as contemplated by Condition 2A.3.4 and as det.
in the applicable Debt Notice;

means a repaymemiayable to a PS Gas Supplier in respect ¢
Recovery as contemplated by Condition 2A.3.4.3(ii) and as det
in the applicable Debt Notice;

means such part(s) of the Li

from time to time puwuant to the Designation Order;

means a person licensed to convey gas under Article 8(1)(a) «

Order through the Postalised System, including the Licensee;

shall have the meanrg ascribed to that term in Condition 2A.6.2..
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ot

5t

St

St

=1

1

1]

1]

De

De

signation

signation

rectionso

e

i stributio

Dat eo

Quant i

Capaci

means the date specified in a Designation Order on which any

of the Licenseeds networ k sh

means an order made pursuant to Art&9eof the Energy (Norther
Ireland) Order 2003 designating gas pijpes comprised within the
Licenseeds network as being

shall have the meaning ascribed to that term in Condition 2A.3..

means, where applicable, a Separate Business of the Licensee
carries on the business of conveyance of gas through distrik
pipel i nes and whi ch, with the

Capacity;

means the date on which paymenaaofinvoice in respect of any F
Transmission Payment falls due, being the tenth Business D
the month next after the month in which the relevant invoice

issued and shall be stipulated in the Network Code;
or forms thereof, refs to the offtaking of gas at an Exit Point;

means a point on the Designated Network at which gas is offt
from the Designated Network by a Gas Supplier, which is n
Transit Point and which constitutes an Exit Point under the Net\
Code;

means the total quantity of gas, (measured in kWh) allocated t
Licenseebds relevant Gas Supp
certain period, or any applicable Minimum Quantity Value

respect of such period, if higher;

means, at any relevant time in respect of a Gas Supplier, ca|
(in kwh/day) held at such time by such Gas Supplier on a firm |
in respect of an Exit Point in accordance with the provisions o
Network Code and in respect of a Gésar (or any part thereof
except that if any Minimum Capacity Value in respect of s
period and such Gas Supplier is greater than such held capacit

the Firm Capacity deemed to be held by such Gas Supplier sh
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fiFor ecast

ifnFor e

AnFor e

For mu

AnFor e

Capac

ARnFor e
Charg

AfFor e

Commo

fiFor e

Reven

AFor e
Quant

cast Fi

cast Po

| aeo

cast Po
ity Cha

cast Po

eso

cast Po
dity Ch

cast Re

cast Su

ityo

Supplie

that Minimum Capacity Value;

An r shall have the meaning ascribed to that term in Cond

2A.2.3.1(a)(i);

shall mean such figures as are notified to the Authority u
Condition 2A.2.3.1(a) as amended by any notice given by
Authority uncer Condition 2A.2.3.1(e), or such figures as
determined by the Authority under Condition 2A.2.3.1(g),

appropriate;

means the formulae set out in Condition 2A.2.5;

means a chge in respect of each kwWh/day of Initial Firm Capac
held by the Licenseebts Gas S
Gas Year which shall be calculated in accordance with Conc
2A.2.5.2;

means a Forecast PostatisCommodity Charge and a Forec

Postalised Capacity Charge;

means a charge in respect of each kWh of gas allocated t
Licenseeds Gas Suppliers for
Gas Year which shall bealculated in accordance with Conditic
2A.2.5.1;

as the context requires, shall have the meaning ascribed to the

in the Special Conditions of this Licence;

means the quantity of gas whicléas Supplier forecasts it will Ex
from the Designated Network in a given period, provided that,
relation to a Gas Supplier such quantity is less than any appli
Minimum Quantity Value, the Forecast Supplier Quantity
relation to such Gas Sulgr shall be such Minimum Quantit

Value;

means any person authorised by licence under Article 8 of the (
or by exemption under Article 7 of the Order to supply ¢
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5t

St

=1

1

1]

1]

=]

Gas Year o

GS Annual E

GS Firm Cap

Il nitial
l nvoi ce
k Wh o

LI BORO

MD Qo

Fir

Dat

(including the Licensee as so authorised or exempted) and w
enttled to Exit gas from the Designated Network or any person
I's not so authorised, but w
holds Firm Capacity; or (i) is entitled to Exit gas from t
Designated Network as if it were a Gas Supplier, but shall
include the Licensee if and to the extent that it is provic

balancing gas in respect of any part of the Postalised System;

means the period of time beginning at 06:00 hours on 01 Octol
any calendar year and ending at 06:00 hours on @@b&cin the

next succeeding calendar year;

shall have the meaning ascribed to that term in Cond
2A.2.6.3(b);

means the Firm Capacity held by a Gas Supplier in respect
Exit Points on the Designatédetwork in a Gas Year multiplied i
each case by the aggregate number of months in respect of

such Firm Capacity is held in such Gas Year and divided by 12

means the tot al o f al |l Firm
Supgiers in respect of a Gas Year as at the last Business D
June preceding such Gas Year except the Gas Year commenc
October 2004 where Initial Firm Capacity shall mean the total c
Firm Capacity (in kWh/day) in respect of a Gas Year, suchdigm
be determined by the Authority no later than 30 September 200

means the tenth Business Day in a month;
means 3,600,000 joules as defined in ISO 10981 (E);

means the sterling London Interbank Offered Rate as |ellisn

the Financial Times from time to time;

means the maximum quantity of gas which may be offtaken froi
Exit Point by a Gas Supplier in any day in respect of the |
Capacity held by that Gas Supplier under the Network Code;
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3t

St

1

A

Mi ni mumy CWa@ means any minimum quantum of capacity (in kWh/day) in res

Mi ni mun yQuas

Mo ty Débt Payment

Entitl emento

Mont hly
Mont hly
Mont hly
Capacity
Mont hly

A

Commodi ty

A

Payment so

=]

Mont hly

Entitl ement o

Mont hly

Net

Debt

Di s

Ent

Pos

Pay

Pos
P a

Pos

Pos

Po

of which a PS Gas Supplier is obliged under contract to
Licensee or to any other Designated Hipe Operator to pa)
transmission charges in respect of a Gas Year;

means any minimum quantity of gas (in kWh) in respect of whi
PS Gas Supplier is obliged under contract to the Licensee or t
other Designated Pipeéne Operator to pay transmission charges
respect of a Gas Year or part thereof;

means the entitlement of a Designated Hiipe Operator in respec
of the Net Debt Position in a month, calculated in accordance
Condition 2A.6.1.2(b);

has the meaning ascribed in Condition 2A4.1.

means Monthly Postalised Entitlements and Monthly Debt Payi

Entitlements;

means an amount to be invoiced monthly by the Licensee to e

its Gas Suppliers in accordance with Condi@#n2.5.2(b);

means an amount to be invoiced monthly by the Licensee to e

its Gas Suppliers in accordance with Condition 2A.2.5.1(b);

means the entitlement of a Designated Hiipe Operator in respec
of Monthly Postalised Payments and any Auxillary Payn
payable into the PoT Account in a month, calculated in accord
with Condition 2A.6.1.2(a)(i);

means Monthly Postalised Commodity Paymentsl aMonthly

Postalised Capacity Payments;

means a balance calculated in respect of a month with referel
PS Notified Debt and Recoveries in accordance with Cond
2A.3.4.3 and in respect of which a Debt Payment or [

Repaymentnay be made;
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AfnPost al i

AfnPost al i
PSo

3t

PoT Acc

5t

St

Primary

APSAO

APS Act u

Revenue

1

PSA Agr
APSA Fun

PS Actu

1]

PS Annu

1]

APS For e
Quantity

AiPS For e

Revenue

AnPS Gas

me nt

sed

sed

ount

DPO

al R
(PSA

e eme
ctio
al F
al E

cast

cast
(PSF

Supp

means a month in which a relevant PS NRayment occurred,;

means the Forecast Postalised Charges and/or the-Evide
Postalised Charges as the case may be;

means the syste comprising all gas pipknes designated as beir
subject to a common tariff pursuant to all orders made pursue
Article 59 of the Energy (Northern Ireland) Order 2003 in force

such time;

shall have the meaning ascribed to that tenm Condition
2A.5.3.1(a);

means the Designated Pijige Operator holding a licence |1
convey gas in respect of a part of the Postalised System on
the PS Gas Supplier is entitled to exit gas;

shall have the meaning ascribedhat term in Condition 2A.4.1.1;

means, in respect of a Gas Year, the sum of all Actual Req

Revenues in respect of such Gas Year;

shall have the meaning ascribed to that term in Condition 2A;4.
shall have the meaning ascribed to that term in Condition 2A.4..
shall have the meaning ascribed to that term in Condition 2A.2.
shall have the meaning ascribed to that teri@andition 2A.2.6.1;

shall have the meaning ascribed to that term in Condition 2A.2..

means in respect of a Gas Year the sum of all Forecast Re
Revenues as such term is define each Respective Licence
respect of all Designated P#liae Operators in respect of such C

Year:;

means any person who is entitled to exit gas from the Post:

System;
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=]

=1

Payment so

AQuantity

PS I nitial

PS -Rayment o

PS Notified

APS Transmi s

Fi

shall have the meaning admd to that term in Condition 2A.2.5.2
means:

(i) the failure of a PS Gas Supplier to pay into the PoT Acci
all or part of the PS Transmission Payments due from it by the
Date, or the clawback by an administrator or liquidatorthef
amount of any payment (or part of such payment) made intc
PoT Account by a PS Gas Supplier in respect of a PS Transm
Payment; or

(ir) the amount of PS Transmission Payments which the rele
PS Gas Supplier has failed to pay or the amoumthwis subject tc
clawback by an administrator or liquidator

as the context requires but shall not apply to any sums due und
Net work Code upon terminatio

Agreement in respect of periods after the date of termination

means, at any time, the aggregate of PS-Rayments, excluding
any VAT element, which are at that time or were prior to that
the subject of a notification by a Designated Hipe Operator to
the PSA as contemplated in Conaiiti2A.3.4.1 of such Designate

Pipel i ne Operatords | icence;

means any amount payable by a PS Gas Supplier in respect
provision of gas conveyance services on the Postalised S
under Conditions 2A.2.2.1 (Monthly Pobksad Payments)
2A.2.2.2 (Debt Payments); and 2A.2.2.3 (Reconciliation Payme
2A.2.5.1(c) (Auxiliary Payments) and 2A.2.6.4 (Suppleme
Payments) under each Designated Ripene Oper at o

Licence;

shall have the meamy ascribed to that term in Conditic
2A.2.3.1(b);
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AQuartero

3t

5t

A

Quarter

Reconci

Reconci

Formul aeo

I i at

I i at

ARecoveryo

1

1]

Rel evant Ch

Respect

Second

i ve

Due

means each successive three calendar month period in a Gas
the first of which shall run from and including 06:00 hours
October until 06:00 hours 01 January in that Gas Year;
AQuadtye® shall be construed a

means the aggregate of Exit Quantities in a Quarter;

means the Capacity Reconciliation Payment and the Comm
Reconciliation Payment;

means the formulae contained in Condition 2A.2.6.3 in accord
with which Reconciliation Payments shall be calculated;

means any amount (other than a Debt Payment) paid by or on |
of a PS Gas Supplier either directly into the P&dtount or to a
Designated Pipéine Operator and subsequently paid by t
Designated Pipéine Operator into the PoT account, in full
partial satisfaction of any PS Notified Debt attributable to thai
Gas Supplier;

shall hae the meaning ascribed to that term in Condition 2A.2.5

means in respect of each of the Designated-kipeOperators the
licence for the conveyance of gas granted to it pursuant to A
8(1) of the Order or that part of a coimbd licence relating to th

conveyance of gas;

means, in respect of a PS NBayment which occurred in a No
Payment Month, the fifteenth Business Day after the respective

Date as stipulated in the Network Code;
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Supply
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Tot al

Tr ansi
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means each of the following businesses of the Licensee

appropriate):

(i) the conveyance of gas through a transmission-Ipige
pursuant to a licence granted in accordance with Ar
8(1)(a) of the Order;

(i) the distribution of gas through didiution pipelines
pursuant to a licence granted in accordance with Ar
8(1)(a) of the Order; and

(iir) the supply of gas pursuant to a licence granted in accorc
with Article 8(1)(c) of the Order

each taken separately from one another and from tey busines:
of the Licensee or any affiliate or related undertaking of

Licensee;

means any sum (whether or not contingent) in addition to aggr
Monthly Postalised Payments which a PS Gas Supplie
committed to pay on aannual basis in respect of transmiss
through the Postalised System and which is calculated othe
than on the basis of a minimum quantity of gas or minin

guantum of capacity;

means, where applicable, the Separate Business ofitkasee

which carries on the business of the supply of gas;

means any amount payabl e on

Accession Agreement under the terms of the Network Code;

means the terms of that namyepended to the Network Code whi

govern the operation of the Credit Committee;
shall have the meaning ascribed to that term in Condition 2A.3..

or forms thereof, refers to the conveyance of gas tirothe

Designated Network to another part of the Postalised System;
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—
—

ansit Poi means a point of interconnection between the Designated Ne:

and another pipéne forming part of the Postalised System;

ATrust and A means theagreement in the form approved by the Authority i
Agreement 0O made between the Designated Flipe Operators, the Trustee al
account bank which governs the operation of the PoT Account;

5t
—
—

usteeo shall have the meaning ascribed to that term in Condition 2A.5.

St

Trust ee Fun shall have the meaning ascribed to that term in Condition 2A.5..

AUndesi gnat e meanssuch part(s) of the network as is or are not from time to
comprised in the Designated Network;

AUnr ecover ed shall have the meaning ascribed to that term in Cond
Paymen s 0 2A.4.3.1(l);

AVAT Di st r i b means distributions made by the Trustee on the instructions ¢
PSA from the PoT Account as calculated in accordance
condition 2A.4.3.1 (d);

1

Y eEndAmo unt 0 shall have the meaning ascribed to that term in Condition 2A.6.

i Y e-lBBnd Postalisation means the formulae set out in Condition 2A.2.6;

For mul aeo

A Y eEBnd Postalised means a charge applicable to each kWh/day of Firm Capaelitly
Capacity Cha by each Gas Supplier for Exit from any part of the Design

Network in respect of a Gas Year in accordance with Cond

2A.2.6.2;
A Y eBnd Postalised means the YeaEnd Postalised Capacity Charge and the Ysaat
Chargeo Postalised Commodity @inge; and
A Y eBnd Postalised means a charge applicable to each kWh of gas allocated to eac

Commodi ty Ch Supplierinrespect of an Exit Point during a Gas Year in accorc
with Condition 2A.2.6.1.
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2A.1.2 Interpretation

In Part 2A all cajalised terms shall have the meaning ascribed to them in such
part, notwithstanding any other definition of any such term elsewhere in the
Licence. Capitalised terms within Part 2A which are not defined within such part

shall have the meaning ascribediiem elsewhere in the Licence.
2A.1.3 Provision of Information

Nothing in Part 2A shall require the Licensee to produce any information or provide
any document to any other party which the Licensee could not be compelled to

produce or provide in any ciyproceedings.
2A.1.4 Units of Measurement
For the avoidance of doubt:

(@) the Licensee shall be entitled to invoice for any Postalised Charges in the unit of Mwh or

Mwh/ day, subject to the Authorityébés consent

(b)  where any measurement is to be egsed in Kwh or Kwh/day the Licensee may satisfy such
obligations by using the Kwh or Kwh/day equivalent of a measurement expressed in Mwh or

Mwh/day as the case may be;
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Condition 2A.2 1 Postalisation Charges

2A.2.1

2A.21.1

2A.2.1.2

2A.2.1.3

2A.2.1.4

2A.2..2

2A.2.2.1

2A.2.2.2

Charges on the Designated Network

In respect of the Gas Year commencing on or after the Designation Date and each
Gas Year or part of a Gas Year thereafter for so long as and to the extent that a
Designation Order is and remains in force in respect of all or part of the network,
the Licensee shall be subject to the provisions of this Part 2A.

The Licensee shall require all of its Gas Suppliers to make all payments in
settlement of PS Transmission Payments, Termination Payments and all Recoveries
into the PoT Account. For trevoidance of doubt, PS Transmission Payments shall
include any relevant Termination Payments payable in respect of PS Transmission

Payments relating to the Gas Year in which termination occurs.

The Licensee shall pay all sums which it receivesatliy from, or on behalf of, any
of its Gas Suppliers in respect of PS Transmission Payments and Recoveries into
the PoT Account.

Where the Licensee has a Distribution Business and/or a Supply Business it shall
for the purposes of this ConditiorA2leal with such Distribution Business and/or
Supply Business as if each such Separate Business were a third party Gas Supplier,
including but not limited to providing or procuring forecasts relating to each such
Separate Business, issuing invoices to eaath Separate Business relating to PS
Transmission Payments and maintaining appropriate records of all dealings with

each such Separate Business.
Charging methodology for the conveyance of gas

Subject to Condition 2A.2.2.5, the Licensg®ll charge each of its Gas Suppliers

in respect of the Exit of gas from, and holding of capacity on, the Designated
Network the Monthly Postalised Payments in respect of each month or part thereof
in a Gas Year in accordance with the terms of this Lieeaed the applicable

provisions of the Network Code.

The Licensee shall charge each of its Gas Suppliers any Debt Payment payable by
them in accordance with any Debt Notice; and shall reduce any relevant invoice in

respect of Monthly Postalised yaents by the amount of any Debt Repayment in
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accordance with any Debt Notice in each case in accordance with the terms of this

Licence and the applicable provisions of the Network Code.

2A.2.2.3 On or before the TOBusiness Day in December following teed of each Gas

Year in respect of which the Licensee has charged Monthly Postalised Payments to
a Gas Supplier pursuant to Condition 2A.2.2.1 the Licensee shall, subject to
Condition 2A.2.2.5, charge to such Gas Supplier any Supplemental Payment, and
chage or repay (as appropriate) to such Gas Supplier a Commodity Reconciliation
Payment and a Capacity Reconciliation Payment applicable in respect of that Gas
Year calculated in accordance with the Reconciliation Payment Formulae in
Condition 2A.2.6.3.

2A.2.2.4 Unless the Authority otherwise expressly consents in writing the Licensee shall
apply no charge on the Postalised System other than the PS Transmission Payments
or as otherwise permitted under the Licence or the Network Code.

2A.2.2.5 The Licensee shal acknowledge that each ®PS Gas
Transmission Payments shall be consideration for the allocation by the Licensee to
such PS Gas Supplier, their nominee or agent (such nominee or agent to be a PS
Gas Supplier or otherwise apped by the Authority) of both Firm Capacity at a
Transit Point on the Designated Network and the relevant quantity of gas for exit at

a Transit Point for the purpose of the Transit of such gas.

2A.2.3 Duty to provide forecasts and information relating to the calculation of the

Postalised Charges
2A.2.3.1 Forecasts and information relating to following Gas Years

(@)  For the purpose of Condition 2A.2.5, the Licensee shall use its reasonable
endeavours, in each Gas Year, to provide the following forecasts and
i nformati on i n respect o f the next
following four Gas Years inclusive (
AForecast Figureso) to the Authorit.y

June:

0] the total of all Forecast Sulgr Quantities in a Gas Year (the

AForecast Annual Quantityo) toget
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(b)

(aa) an explanation of the reasons why any Forecast Annual
Quantity in respect of any of the Gas Years GY+1 to GY+4
are expected to be greater or less than the Forecast Annual
Quantity in respect of GY;

(bb) a breakdown of the Forecast Annual Quantities in respect of

each Exit Point in each relevant Gas Year; and

(cc) a breakdown showing the proportions of the Forecast Annual
Quantity and aggregated Forecast Supplier Quantities
atiributable to each Quarter of GY;

(ir) the assumptions on which the figures provided pursuant to Condition
2A.2.3.1(a)(i) were based:

(aa) which for power stations shall include but not be limited to

load factors, generation output and efficiency;

(bb)  which for Gas Suppliers to distribution networks shall include
but not be limited to numbers of consumers and average

forecast quantity per consumer;

and in either case shall include an explanation of any material difference
between such forecasts for tiiear GY and the forecast in respect of the

then current Gas Year; and

(i) the Initial Firm Capacity in respect of GY and a forecast of Initial
Firm Capacity in respect of GY+1 to GY+4 inclusive, together, if
applicable, with an explanation of the reasas/ any forecast is

higher or lower than the Initial Firm Capacity figure for GY.

The Licensee shall use its reasonable endeavours to ensure that all Forecast
Figures supplied to the Authority in accordance with Condition 2A.2.3.1(a)

are as accuratesgossible having regard to the information and forecasts
available to the Licensee including that provided by its Gas Suppliers and
shall provide to the Authority, with the figures provided under Condition
2A. 2.3.1(a) (1) (t he xpla@atianras to how théyi g u r
have been calculated. In the event that any such Gas Supplier has failed to

provide such information prior to the date specified by 2A.2.3.1(a), the
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Licensee shall ensure that the Quantity Figures are as accurate as possible
having regard to the information and forecasts available to the Licensee
and shall inform the Authority which Gas Suppliers have failed to provide

the required information.

(c) The Licensee shall promptly provide to the Authority such further
information or @&planation and access to relevant documents and records, in
each case as the Authority reasonably requires, in relation to the Quantity

Figures.

(d)  The Licensee may fulfil its obligations under this Condition 2A.2.3.1 by
providing the relevant informatioim a joint report with one or more other
Designated Pipéine Operators which shall comply with this Condition
2A.2.3.1 in respect of the Licensee and each such Designatedin@ipe

Operator.

(e) I f, in the Authorityo6s toefarsaionahd e o0
explanations provided by the Licensee and representations made on or
before the twelfth Business Day in July by parties which the Authority
reasonably considers to have sufficient interest in making such

representations (such partiedgriolude the Licensee):

a Forecast Annual Quantity figure does not represent an accurate estimate

taking into proper account all relevant information; and/or

the assumptions provided in accordance with Condition 2A.2.3.1(a)(ii) are

inappropriate;

the Autlority may by notice to the Licensee given on or before the thirteenth
Business Day in July of the relevant Gas Year modify the Forecast Annual
Quantity, such notice to contain an explanation of the reasons for such
modification. The modified figure set bin any such notice shall be
substituted for and for all purposes treated as the Forecast Annual Quantity

submitted by the Licensee.

§j) The Licensee shall, not later than the fifteenth Business Day in July submit

the Forecast Figures (adjusted to reflacty modification made by the
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Authority pursuant to Condition 2A.2.3.1(e)) to the PSA for calculation of

the Forecast Postalised Charges in accordance with the PSA Agreement.

(@) If the Licensee fails to provide the Forecast Figures in accordance with,
ard/or by the date specified in, Condition 2A.2.3.1(a) the Authority shall be
entitled on or after the thirteenth Business Day in July by written notice to
the Licensee and the PSA to determine the Forecast Figures. Forecast
Figures so determined may atthesit hor i t yés di scretion

(i) reflect the Actual Figures in respect of the previous Gas Year; or
(i) be such other figures as the Authority reasonably deems appropriate.
2A.2.3.2 Information relating to previous Gas Year

(@) In each Gas Year commengion or after 3 October 2005, for the purpose
of Condition 2A.2.6, the Licensee shall submit to the Authority and to the
PSA, in each case no later than the tenth Business Day in November, the
following information (t htlypgreseding al F

Gas Year:

(i) the Annual Exit Quantity in that Gas Year, together with a
breakdown of that figure by Exit Point; and

(i) the Actual Firm Capacity.

and with the Actual Figures, the Licensee shall provide the Authority and each of
the other [@signated Pipkine Operators with any further information required

under any other Condition of this Licence.

(b)  The Licensee shall provide to the Authority such further information or
explanation and access to relevant documents and records, in eads cas
the Authority reasonably requires in connection with its consideration of any
differences between the Forecast Figures and the corresponding Actual

Figures for the relevant Gas Year.

(©) If the Licensee fails to provide the Actual Figures in accardamth, and/or
by the date specified in, Condition 2A.2.3.2(a) the Authority shall be entitled

to determine the Actual Figures as it reasonably deems appropriate and shall
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2A.2.3.3

2A.2.4

inform the Licensee and the PSA by notice of the Actual Figures so

determined.

Provision of quarterly information

(@)

(b)

(c)

(d)

In respect of each Gas Year commencing on or after the Designation Date,

the Licensee shall provide:
(1) the Authority; and
(i) all of the other Designated Piiee Operators;

with a breakdown of the Quarterfgxit Quantities by Exit Point for the
relevant Quarter and any other information required to be provided by the
Licensee on a Quarterly basis under this Licence, no later than 10 Business

Days after the end of each Quarter in a Gas Year.

At the same ime as the Licensee provides the figures required under
Condition 2A.2.3.3(a), the Licensee shall confirm to the Authority, the other
Designated Pipéne Operators and each of the PS Gas Suppliers whether it
is aware of or has reason to believe that tbee¢éast Figures provided in
accordance with Condition 2A.2.3.1(a) for the remainder of the current or
any future Gas Years will or may be materially inaccurate. If the Licensee
suspects such material inaccuracy, it shall provide details of the extent of

such inaccuracy, and its reasons for such belief.

The Licensee may fulfil its obligations under this Condition 2A.2.3.3, by
submitting, together with one or more other Designated-RipeOperators,

a joint report which shall comply with this Conditi@A.2.3.3.

The Licensee shall provide to each PS Gas Supplier details of the aggregate
sum of all Quarterly Exit Quantities (whether in the form of a joint report or

otherwise) in respect of each Exit Point on the Designated Network.

Duty to co-operate with the PSA and other Designated Pipkne Operators

The Licensee shall eoperate with the PSA and other Designated -Ripe

Operators with a view to facilitating the PSA in complying with its obligations

under the PSA Agreement and to faailihg the other Designated Pifee
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Operators in complying with their obligations under Conditions 2A.2 and 2A.4 of

their Respective Licences.
2A.2.5 Forecast Postalised Charges

Subject to Condition 2A.2.8, the Forecast Postalised Charges shall batealduy
the PSA and shall comprise a Forecast Postalised Commodity Charge calculated in
accordance with Condition 2A.2.5.1 and a Forecast Postalised Capacity Charge

calculated in accordance with Condition 2A.2.5.2.
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2A.2.5.1

Forecast Postalised CommoditfCharge

(@)  Subject to Conditions 2A.2.5.3, 2A.2.5.4 and 2A.2.8, the Forecast Postalised
Commodity Charge to be charged in r
Supplier in respect of each kWh of gas allocated to each such Gas Supplier
under the Network Codia respect of each Exit Point during that Gas Year

shall be calculated in accordance with the following formula:

FPComG= PSFRR* Commodity Percentage
PS Forecast Annual Quantity

where:
AFPComCo0 means t he Forecast Posd4 aYda asre di tCo;
ACommodity Percentagé me an s :

(i) 50% in respect of Gas Years ending on or before 06:00 hours on 01 October
2008; and

(i) 25% in respect of Gas Years ending after 06:00 hours on 01 October 2008.

Notwithstanding the above, where the PS Fasednnual Quantity is zero, the

Commodity Percentage shall be 0%.
APS Forecast Annual Quantityd me an s :

the sum of the Forecast Annual Quantities (as that term is defined in each
Designated Pipet i ne Oper ator 6s Respective Lice

Suppliers for the relevant Gas Year Ato
APSF&MReans the PS Forecast Required Rev:

(b) A Monthly Postalised Commodity Payment shall be calculated in
accordance with the following formula in respect of gas allocated to each
GasSupplier for Exit in respect of the previous month, the components of
which shall be applied in respect of

be payable by a Gas Supplier fAso:
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MPComR,= FPComC X MEQsm
where

MPComR,, means the Monthly Postalised Cowdity Payment payable by a Gas
Supplier fisd in respect of month fAimodo of

FPComG means the Forecast Postalised Commodity Charge applicable in respect

of Gas Year ito in accordance with 2A. 2

MEQsm means the Exit Quantity allocateslt Gas Supplier Asd in

Point and in respect of month Amo.

(© If the aggregate of the Monthly Postalised Commodity Payments invoiced or
to be invoiced to a Gas Supplier [
(SMPComRy) is less than the producif FPComC multiplied by the
Mi ni mum Quantity Value in respect 0 |
the Licensee shall invoice to Gas
provisions of this Licence, an Auxiliary Payment calculated by the Licensee

as follows
(FPComGx Minimum Quantity Valug ) - SMPComR

Such Auxiliary Payments shall be included in the invoice for PS

Transmission Payments applicable for

(d) The Forecast Postalised Commodity Charge invoiced to a Gas
Supplieris 6 in respect of a Gas Year
At o calculated in accordance witd!tl

rounded to seven [7] decimal places.

2A.2.5.2 Forecast Postalised Capacity Charge

(@)  Subject to Conditions 2A2.5.3, 2A.2.5.4 ané.2.8, the Forecast
Postalised Capacity Charge to be charged to each Gas Supplier in
respect of each kWh/day of Firm Capacity in respect of a Gas Year

shall be calculated in accordance with the following formula:
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(b)

FPCapG=  PSFRR* Capacity Percentage
PS Initial Firm Capacity

where:
AiFPCapCO means the Forecast Postalised
fiCapacity Percentagé me an s :

(1) 50% in respect of Gas Years ending on or before 06:00 hours on 01
October 2008; and

(i) 75% in respect of Gas Years ending after 06:00 hours on 01 October
2008.

Notwithstanding the above, where the PS Forecast Annual Quantity is zero,
the Capacity Percentage shall be 100%.

APS Initial Firm Capacity:0 me an s :

the sum ofthe Initial Firm Capacity (as that term is defined in each
Designated Pipé i n e Operator 6s Respective L

Suppliers for the relevant Gas Year
AiPSFRRO means the PS Forecast Required

A Monthly Postéised Capacity Payment shall be calculated in accordance
with the following formula in respect of the Firm Capacity held by each Gas
Supplier, the components of which sh

i n Gas Year At oand sphiér bespayabl e

MPCapR= FPCapC¢ X FCs
12

where

MPCapR means the Monthly Postalised Capacity Payment payable by a

Gas Supplier AsO0O in respect of month

FPCap& means the Forecast Postalised Capacity Charge applicable in

respet of Gas Year fito in accordance wi
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2A.2.5.3

2A.2.5.4

FCmeans the Firm Capacity held by a

Year it o.

(¢ The Forecast Postalised Capacity Cha
respect of a Gas YfeaGadit ¥e aomr fnodmt b
accordance with Condition 2A.2.5.2 (a) shall be rounded to five [5] decimal

places.

Emergency Events

If at any point in the period from the date of provision of the Forecast Figures for
the next Gas Year referred toCondition 2A.2.3.1 to the start of the next Gas Year

an unforeseen event occurs which the Authority believes is likely materially to
affect the Forecast Figures for that next Gas Year the Authority may at its discretion
by notice to the Licensee and tR8A adjust the Forecast Figures in respect of such
next Gas Year to reflect the effect of such event. The Forecast Postalised Charges
for such next Gas Year shall be calculated by the PSA in accordance with such

adjusted figures.
Amendment to Faecast Postalised Charges

I f at any date during any Gas Year (fARe
a Designation Order, or if any Designated Fipe Operator ceases to be a

Designated Pipéine Operator, unless the Authority determines otherwise

(@) the Forecast Postalised Charges shall be recalculated with effect from the

Relevant Charge Date; and

(b)  the YearEnd Postalised Charges shall be calculated in respect of the period
up to the Relevant Charge Date and the period following the Relevant

Charge Date

in each case as determined by the Authority so that an appropriate proportion only

of the Forecast Required Revenue of the relevant Designatedirfeig@perator (as

defined in that Designated Piei ne Oper at or 6s Redggenct i v e
into account before and after the Relevant Charge Date and such adjustments as the
Authority considers appropriate shall be made to the PS Forecast Annual Quantity,
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PS Annual Exit Quantity, PS Initial Firm Capacity, PS Forecast Required Revenue,
and PS Actual Firm Capacity, and notified to the Designated-Eipe Operators
and the PSA.

2A.2.6 Year-End Postalised Charges

The YearEnd Postalised Charges shall comprise a “aa Postalised Commodity
Charge calculated in accordance with Condition.281 and a Ye&End
Postalised Capacity Charge calculated in accordance with Condition 2A.2.6.2 in
each case calculated by the PSA. In addition, where one or more Gas Suppliers is
or are subject to a commitment to make a Supplemental Payment theekiciad!
comply with Condition 2A.2.6.4.

2A.2.6.1 Year-End Postalised Commodity Charge

The YearEnd Postalised Commodity Charge in respect of each kWh of gas
allocated to each Gas Supplier under the Network Code in respect of each Exit
Point on each day dui ng a Gas Year At o shal./l be
accordance with the following formula, the components of which shall be in

relation to Gas Year nt o:

YEPComG = ((PSARRI T, * Commodity Percentagé) Supplemental Paymegjts
PS Annual Exit Quatitty;

where:
YEPComC; meanstheYelEnd Postalised Commodity Charg
PSARRR means the PS Actual Required Revenue i

T: means any Termination Payments payable in respect of PS Transmission

Payments relatingtGas Year At o;
APS Annual EOx ime aQusant i ty

the sum of the Annual Exit Quantities (as that term is defined in each Designated

Pipel i ne Operatordés Respective Licence) f
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Notwithstanding the provisions of Condition 2A.2.5vlhere the PS Annual Exit

Quantity is zero, the Commodity Percentage shall be 0%.
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2A.2.6.2

2A.2.6.3

Year-End Postalised Capacity Charge

The YearEnd Postalised Capacity Charge in respect of each kWh/day of Firm
Capacity held by each Gas Supplier for Exit from gayt of the Designated
Net work during a Gas Year Aito shall b

following formula:

YEPCapG = (PSARR - Ty)* Capacity Percentage
PS Actual Firm Capacity

where:
AYEPCapC;0 means the YedEnd Postalised CapacithCar ge f or Gas Ye
PSARR= t he PS Actual Required Revenue in

T: means any Termination Payments payable in respect of PS Transmission

Payments relating to Gas Year #fto;

APS Actual kG rme aCnasp atch @ ys kirmm Capdcity{ak that Ac t u
term is defined in each Designated Pipe

a Gas Year by all PS Gas Suppliers.

Notwithstanding the provisions of Condition 2A.2.5.2, where the PS Annual Exit
Quantity is zero, the CapaciBercentage shall be 100%.

Reconciliation Payments

(@) A Capacity Reconciliation Payment shall be calculated in respect of each
Gas Supplier in accordance with the following formula (which, together

with the formula contained in Condition 2A.2.&3pelow, shall be referred

to as the fAReconciliation Payment Fo
Supplier fAso if a positive value, an
value:

CapRR;= (YEPCapG- FPCap@ x GS Firm Capacity

where:
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fiCapRPsi means the Capacity Reconciliatic

Supplier fisd in respect of Gas Year At o

AYEPCdp @he an s -EndiPestaléed &apacity Charge applied in respect of
Gas Year At o;

A F P C aipm@ans the Forecast Postalised Capacity @happlied in respect of
Gas Year fAto; and

AGS Firm Capacitysi means the GS Firm Capacity h
respect of Gas Year it o,

(b) A Commodity Reconciliation Payment shall be calculated in respect of each
Gas Supplier in accordance withe following formula and shall be due
from a Gas Supplier Aso if a positi

Supplier fiso if a negative value:

ComRR; = E or, in the event that E is a positive value, the lesser of E and the sum
of 15% of SMPComR; plus 15% of any Auxiliary Payments invoiced to that Gas
Supplier in accordance with Condition 2A.2.5.1(c)

where:

ACOmMRPs0 means the Commodity Reconciliat:i
Supplier fisdo in respect of Gas Year 0dto
E = (YEPComG- FPComG) x GSAnnual Exit Quantity ;

AYEPComC;0 me a n s -Hndh Postafiseca Commodity Charge applied in

respect of Gas Year fto;

AFPComGO0 means t he Forecast Postalised Co

of Gas VYear it o;

ARnGS Annual EXi me Qua Quiaeny Exi s of Gas S

respect of Gas Year At o; and

ASMPComPs0 means t he aggregate of t he M c

Payments invoiced to a Gas Supplier AsoO
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2A.2.6.4 Where a Gas Supplier is subject to a commitnvamch gives rise to an obligation
to make a Supplemental Payment in respect of any Gas Year the Licensee shall
invoice the Gas Supplier promptly in accordance with the terms of the commitment
and Condition 2A2.2.3 in respect of that Supplemental Payamhishall provide
full details of the amount payable to the Authority, the PSA and the other
Designated Pipéine Operators.

2A.2.7 Publication of Postalised Charges

Subject to any contrary requirements in this Condition 2A, the Licensee shall

publish insuch form and manner as the Authority may direct:

(@) no later than 3 Business Days after notification to it by the PSA of the
Forecast Postalised Charges, or revised Forecast Postalised Charges as
calculated under Condition 2A.2.5.3, in respect of thet &as Year and

each of the following four Gas Years, a statement of such charges; and

(b)  no later than 3 Business Days after notification to it by the PSA of the Year
End Postalised Charges in respect of a Gas Year, a statement of the Year

End Postalise€harges; and

(©) no later than 3 Business Days after notification to it by the Authority of any
amendments to Forecast Postalised Charges required under Condition

2A.2.5.4, a statement of the amended charges.
2A.2.8 Forecast Postalised Charges for Gas Yeaommencing 01 October 2004

The Forecast Postalised Charges to be charged by the Licensee in respect of the Gas
Year commencing 01 October 2004 shall be such charges as shall be calculated by
the Authority by application of the Forecast Postalisation ktaenusing such
estimates and relevant information as may have been provided to the Authority or
as the Authority otherwise deems appropriate, and notified to the Designated Pipe
Line Operators and the PSA.
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Condition 2A.3 1 Recovery of PS NorPayments

2A.3.1 Invoicing of PS Transmission Payments

The Licensee shall issue all invoices, including appropriate VAT invoices to Gas
Suppliers in respect of PS Transmission Payments promptly, accurately, and in
accordance with the Network Code and the provisionkigiicence.

2A.3.2 PS NonPayment and Recovery
In the event of a PS NelRayment by a Gas Supplier, the Licensee shall:

(a) take all reasonable steps which a prudent network operator acting efficiently
and in accordance with best industry practice wdakk to recover the
amount of the PS NeRayment,

(b)  in accordance with the Terms of Reference:

(i) convene a first meeting of the Credit Committee within 10 Business
Days of such PS NeRayment and such further meetings as may be

necessary or appropteg

(i) attend and participate in any meetings of the Credit Committee

convened in connection with the PS NBayment; and

(i)  comply with any directions issued by the Credit Committee at any

time in respect ofany PSNdhay ment ( AiDirectionso

(©) prior to the first meeting of the Credit Committee referred to in Condition
2A.3.2(b)(i) provide to all parties entitled to attend that meeting the

following information (or as much of it as the Licensee is able to provide):

(i) full details of the PS Nofayment(s) including the amount of each

PS NonPayment and the identity of the debtor;

(i) full details of the security provided by the debtor in respect of PS
Transmission Payments under the Network Code and, where

applicable any steps taken or beingetato enforce it;

(i)  if desired, a draft of any Directions it believes appropriate for the
Credit Committee to consider in respect of the PS-Rayment(s);
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(iv) all relevant information relating to any proceedings for the
liquidation or winding up © the debtor, the making of an
administration order or arrangement with any class of creditors, the
appointment of an administrator or administrative receiver or

receiver or any equivalent insolvency event;

(v)  full details of the steps taken by the Liceasto recover the
outstanding amounts with evidence supporting such details; and

(vi) a full explanation of the reasons why the Licensee has failed to
recover the PS NeRayment(s) at the relevant date;

provided that all such information shall be updated resubmitted to the relevant
parties by the Licensee prior to any further meetings of the Credit Committee which
are convened after the first such meeting under Condition 2A.3.2(b)(i), in the event

that such information becomes inaccurate with the gassatime; and

(d)  notify the Designated Piplne Operators, the PSA and the Authority
promptly of any Recoveries received by it and transfer any such Recoveries

into the PoT Account within 2 Business Days of such receipt.
2A.3.3 Non Payments by other [@signated Pipel i ne Oper atorsd Suppli

The Licensee may itself, or in common with other DesignatedIPipeOperators,
convene a meeting of the Credit Committee in relation to any PSPidgments
caused by a PS Gas Supplier failing to pay PS Transmifsigments invoiced by
another Desighated Piléne Operator in the event that it believes that the
Designated Pipéne Operator from whose network the defaulting PS Gas Supplier
exits gas has failed to convene the Credit Committee within the appropeiabe

following a PS NorPayment, or is not fulfilling any Directions.
2A.3.4 Debt Payments

2A.3.4.1 The Licensee shall, not later than 5 Business Days before the Invoice Date
occurring in the month following a Nelayment Month, notify the PSA, all
Dedgnated Pipdine Operators, all PS Gas Suppliers, and the Authority of the
amount of any PS NeRayment(s) caused by or relating to its Gas Suppliers arising

in that NonPayment Month which are still outstanding on such date.
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2A.3.4.2 The Licensee shalhvoice to all Gas Suppliers any Debt Payment or account to all
Gas Suppliers in respect of any Debt Repayment, in each case in accordance with
the Network Code and as detailed in any Debt Notice in order to give effect to
Condition 2A.3.4.3 and shall prale to each Gas Supplier sufficient supporting
information to enable it to verify the calculation of Debt Payment or Debt

Repayment due from or to it.

2A.3.4.3 Eachmontmb, it he Net NDPbh)t &P sadatt itome (Bhebt No
calculated by tb PSA as follows:

NDP, = (ATBiC)+Z
Where:
A = as at the Debt Notice Date the PS Notified Debt;

B= as at the Debt Notice Date, the sum of all Debt Payments then paid or
payable (including any interest accrued or accruing in respect of late
paymens) minus the sum of all Debt Repayments then paid or payable

(including any interest accrued or accruing in respect of late payments);

C = as at the Debt Notice Date, the total value of all Recoveries received into the

PoT Account, together with any imest paid on such Recoveries;

Z= the sum of all interest charges accrued in relation to NDP in previous
mont hs calculated in respmpot aod eacl
such interes$to)chaasrige being
lom = NDPpm X r

r=  the interest ratérom time to time calculated at the monthly equivalent rate

of 0.75 plus the one month LIBOR rate, published five Business Days before

the relevant Invoice Date.

0] Where NDP is positive, ®ebt Payment shall be invoiced to each
Gas Supplier in respeof such positive figure. Such Debt Payment
shall, in reference to Gas Suppli

accordance with the following method:
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t he Debt Payment payable by a Gas
be equal to the lower of X and Y:

where:

X = the sum of 10% of the total amount payable by a Gas
Supplier fiso in respect of
invoiced in the month preceding the month in which
the Debt Payment is to be invoiced (such earlier
mont h btongaMfdn 10 Wlbpagable t h e
to Gas Supplier(s) in respect of Reconciliation
Payments in the month in which the Debt Payment is
to be invoiced.

PSTMRB1
where:
TMPs,a =  Total Monthly Payment, calculated as the sum of

Monthly Postabed Payments plus any Auxiliary
Payment s, payable by a Gas
the month preceding the month when the Debt

Payment i s-liopvoiced (Am
Im=NDPyXxr; and

PSTMR,. = the aggregate of Total Monthly Payments payable by

all PS Gas Gppliers invoiced in respect of the month preceding the

mont h when the Debt-1Bayment 1is in
(i) Where NDP is negative in respect of
ADebt Repayment 60) shall be payabl e |

Suppier (or former Gas supplier, as the case may be) in respect of any such
negative figure. Il n reference to a
be calculated by the PSA in accordance with the following formula (the

fiDebt Repayment Formula ) :

DebtRepayment to Gas-NIFPxppl|ADBr fnso
APSDP
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where:

AAL® means the aggregate Debt Payments payable
by a Gas Supplier As0O0 o0V
Period;

ADebt Paymenme®ms i bdé | ast mont h pre

which a DebtPayment was payable by PS Gas
Suppliers, or, if a Debt Payment has been
payable by PS Gas Suppliers in respect of two
or more consecutive months preceding month
Aimo, the period of al/|l S

preceding month Amo.

ARAPSDPO means the aggregmof Debt Payments payable
by PS Gas Suppliers during the Debt Payment

Period.
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Condition 2A.4 1 The Postalisation System Administrator

2A.4.1 The PSAOGs primary obligations

2A.4.1.1 Subject to Condition 2A.4.1.2, unless the Authority otherwise diract®esents,

the Licensee shall do all things within its power to:
(a) enter into, before such date as is appointed by the Authority; and
(b)  be party at all times thereafter to

arrangements whereby a person who fulfils the criteria set out in Conditidni22A.
(referred to as the fAPostalisation Syst
activities specified in Condition 2A.4.3 pursuant to an agreement between the PSA
and the Designated Pih@e Operators which fulfils the criteria referred to in
Conditons 2A.4.3 and 2A.4.4 and has been and remains approved by the Authority

(referred to as the APSA Agreement o).

2A.4.1.2 The Licensee shall only be entitled to terminate the PSA Agreement without the
Aut horityodés prior writtesmsovemmnikte®BA inf t h
the reasonable opinion of the Licensee, commits a material breach of the terms or
warranties of the PSA Agreement; or if any approval given by the Authority under
Condition 2A.4.2.2 expires or is revoked. Upon such terminahier.icensee shall
use its best endeavours promptly to appoint a new PSA in accordance with this
Condition 2A.4.

2A.4.1.3 Where written consent of the Authority is required to terminate the PSA Agreement
and such consent is sought by the Licensee, sutdeabshall be deemed as having
been given if the Authority has not sent written notice to the Licensee of its
objection to such termination and the grounds for such objection within 4 weeks
after its receipt of full written details of the proposed tertmima The Licensee
shall provide the Authority with any further relevant information requested during

that four weeks.

2A.4.1.4 Unless the Authority otherwise consents, if the Licensee fails to enter into the
arrangements referred to in Condition 2A.4.adbve by the date required by that
Condition the Licensee shall use its best endeavours to enter into such arrangements

as soon as possible thereatfter.
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2A.4.2

2A4.2.1

2A.4.2.2

2A.4.3

2A.4.3.1

Criteria for appointment of the PSA

The person fulfilling the functions of PSA fromnte to time pursuant to this
Condition 2A.4 shall:

(a) be acompetent, fit and proper person to fulfil the PSA Functions having the

systems and controls in place to fulfil those functions; and

(b)  have sufficient suitably qualified and skilled personoetnable it to
perform the PSA Functions.

The criteria specified in Condition 2A.4.2.1 shall be treated as satisfied in respect of
any appointment if the Licensee appoints as the PSA a person who at the time of
appointment is a person approvey the Authority for the purposes of this
Condition and if that approval has not expired or been revoked.

The PSA6s functions

The PSA Agreement shall, in accordance with Condition 2A.4.1.1, impose on the

PSA the following functions (refeerd t o as t he APSA Functio

(a) the receipt from each of the Designated Hipe Operators of the information
to be submitted to the PSA pursuant to Condition 2A.2.3 of each Designated
Pipel i ne Operatords Respective VLiecence
Designated Pipéine Operators of its Forecast Required Revenue for the
coming Gas Year Aito and the foll owi

Respective Licence;

(b) the calculation of the relevant Forecast Postalised Charges for the next Gas
Year and the fadwing four Gas Years through application of the Forecast
Postalisation Formulae and notification thereof to all DesignatedliRgpe
Operators in each case within 5 Business Days of receipt of the information
specified in (a) above and in any event astiaao Business Days before the

first Business Day in August;

(c) the verification of payments into the PoT Account (to include keeping a
record of all Debt Payments paid by each PS Gas Supplier in relation to

particular PS NoiPayments) and prompt notificatido Designated Pipkne
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Operators of any PS NePayment and of any Recovery paid into the PoT

Account;

(d) the calculation of any VAT Distributions due in respect of sums received into
the PoT Account from PS Gas Suppliers on the date of calculation of the
Mont hly Distribution in the relevant
a sum is received from a PS Gas Supplier in respect of PS Transmission
Payments and such sum is insufficient to meet both the PS Transmission
Payments and VAT due on such PS Trassian Payments in full the PSA

shall calculate the VAT element of the amount so received, calculated as;

VATm = (Vltmd/Tlim1) X TARGm

VAT, = the aggregate amount of VAT Distributions for the relevant
Designated Pipt i ne Operatmomt L & mbDo
Vigma = the sum of VAT amounts invoiced by the relevant Designated
Pipel i ne Operator ALO i-ho) he pre
Tlima = the sum of all amounts including VAT payable for PS
Transmission Payments invoiced by théevant Designated
Pipel i ne Operator ALO i-ho)t he pre
TARcm = the sum of all amounts received into the PoT Account from

the relevant Designated Pipei ne Oper at or HALOOG
Suppliers i n mont houftsreferrechto r e s p

in the definition of the term T},.1 above.

(e) notification to the Designated Pitiee Operators of any part or full
settlement of PS NeRayments by PS Gas Suppliers made on or before the
Second Due Date in relation to such PS Mayments and the issue of
directions to the Trustee to distribute such settlements payments according to
Condition 2A.6.

(H  on the Debt Notice Date each month the calculation of the Net Debt Position
and each Designated Pipei n e Operator 6s ,Dndre Ent
applicable, any Debt Payment or Debt Repayment to be charged or credited to

each PS Gas Supplier and the issue to Designatedifap®perators and the
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9

(h)

(i

)

Aut hority of a notice (a fADebt Noti c

and/or Debt Repayemt arising which shall contain:

(1) details of any PS Notified Debt and interest thereon and any
Recovery to which such Debt Payments/Repayments relate;

(i) details of the relevant Desighated Ripe n e Operator 6

Entitlement;

(i) particulars of te Debt Payment or Debt Repayment to be charged or
credited to each PS Gas Supplier;

(iv) sufficient information concerning the Total Monthly Payments and
Auxiliary Payments in any period relevant to the calculation of Debt
Payment or Debt Repayment to dr verification of the
calculations of Debt Payment or Debt Repayment in the Debt Notice.

the calculation of the Yedtnd Postalised Charges and any Capacity
Reconciliation Payments and Commaodity Reconciliation Payments applicable
to each PS Gas Supplién accordance with the provisions of Condition
2A.2.6.3; and the notification of the results of all such calculations to all
Designated Pipéine Operators and to the Authority no later than tfle 1

Business Day in December after the end of each Gas Year,

the calculation as soon as reasonably practicable, and within 5 Business Days
of receipt of all relevant information in accordance with Condition 2A.6.1.3
of the YearEnd Amount, if any, to be paid by or to each of the Designated

Pipeline Operators in ispect of the previous Gas Yeatr;

the calculation of upstream tariffs as required under the terms of Designhated
Pipel i ne Operatorsdé I|icences and notif
Pipeline Operator and the Authority, no later than the 17 Businessiiba

July;

on or before the 5th Business Day following each Due Date the calculation in
respect of each Designated Rlpee Operator of the applicable Monthly

Postalised Entitlements and Monthly Distributions in respect of the relevant
month; and the isguof appropriate directions to the Trustee for the purpose

of implementing Condition 2A.6 so that any such Monthly Distributions are
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made to Designated Pitiee Operators as soon as possible and at least within

7 Business Days of the Due Date;

(k) calculation of any additional sums due by way of Monthly Distribution in
respect of any sum received into the PoT Account after the issue of
instructions to the Trustee in accordance with (j) above and before the next
Debt Notice Date;

o  following the end of each Ga¥ear, the calculation, recording and
notification to the Authority and the Designated Plpee Operators not later
than the 10 Business Day in December of the next Gas Year of the amount
of any Commodity Recariliation Payments which would have beeryalale
by each PS Gas Supplier in respect of each Gas Year but for the application of
the 15% SMPComR; cap contained in Condition 2A.2.6.3(b). Such amounts
in respect of each Gas Year and each PS Gas Supplier shall be defined as the
AUnrecoventedoRoPagmMBEAY sadand ANYNRIPI be

accordance with the following formula:

UNRPR = (YEPComG - FPCom@ x PS Annual Exit Quantity-
SComRR

where SCOomRR is equal to all Commodity Reconciliation Payments as
determinedunder Conditio 2A. 2. 6.3 (b) in Gas Year

(m) the recalculation of the Forecast Postalised Charges as required under
Condition 2A 2.5.3 within three Business Days of receipt of adjusted figures

from the Authority.

(n) The division of any amounts in respect of TerminatiagrRents received into
the PoT Account:

(aa)  between Designated Pihéne Operators where two or more
Designated Pipéine Operatordhave invoiced such payments to the
same PS Gas Supplier in the same month, in proportion to the

relevant invoices;

(bb) between that part of Termination Payments payable in respect of PS

Transmission Charges relating to the Gas Year in which termination
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occurs and that part of Termination Payments related to future Gas
Years, the allocation to be made in such a way that:

(1) Termination Payments shall be applied first in respect of
sums due in respect of PS Transmission Charges in the Gas

Year in which termination occurs; and

(i) secondly, in respect of Termination Payments related to
future Gas Years.

The PSA shall notify th Designated Pipkne Operators of the sums allocated and
issue directions to the Trustee to transfer the part of any such Termination Payment
applicable to future Gas Years to the relevant Primary DPO in accordance with
Condition 2A. 6.1.4.

2A.4.4 PSA Agreement criteria

2A.4.4.1 The PSA Agreement shall not, by object or effect, impose undue discrimination or
confer undue preference on any Designated-kieeOperator or PS Gas Supplier

and shall:

(@) require the PSA to fulfil the PSA Functions in a manmhbich is transparent
and which does not unduly discriminate as between Designatediriéipe

Operators or PS Gas Suppliers;

(b) require the PSA to institute appropriate arrangements and procedures to
enable the PSA to fulfil the PSA Functions in an efficiend &sonomic

manner,

(c) make provision for the modification of the PSA Agreement, in the following

circumstances only:

(i) with the written consent of the Authority (such consent to be deemed
as having been given at such time when the Authority has not sent
written notice to the parties to the PSA Agreement of its objection to
such modification and the grounds for such objection within 4 weeks
of its receipt of full written details of the proposed modification,
together with any further relevant information requésty/ the
Authority); or
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(d)

(e)

()

9

(h)

(i) in accordance with a written direction made by the Authority to the

extent necessary to ensure consistency with the Licence, following
consultation with the Designated Pijfp@e Operators;

provide for its termination in the eventathany approval granted by the
Authority pursuant to Condition 2A.4.2.2 is revoked,

require the PSA to eoperate with the Authority including without limitation
by the sharing of information, both generally and to enable the Authority as
far as is reasomdy practicable to monitor whether the PSA is continuing to

fulfil the PSA Functions in an efficient and economic manner;

require the PSA to perform its functions promptly and diligently with
reasonable skill and care, and in conformity with all appleédds, rules and

regulations;

require the PSA to performlaalculations in accordance with any financial
model approved by the Authority from time to time following consultation by
the Authority with the Designated Pihéne Operators;

require the Licesee to ceoperate with the PSA, such-operation to include

but not be limited to providing the PSA and other Designated-IiPipe
Operators with such information as is at the Licensee's disposal and which
would facilitate the operation of the system obtalised charges in respect of
the Postalised System, provided that the Licensee shall not be required to
provide to another Designated Pioee Operator confidential information,

the provision of which would, or might, in the opinion of the Authority,
seriously and prejudicially affect the interests of the Licensee or any PS Gas

Supplier or Designated Pidime Operator; and

subject to Condition 2A.4.1.2 provide that, except with the consent of the
Authority, the Licensee shall not terminate the PSA Agrent until such
time as a new PSA has been appointed under a PSA Agreement conforming

with all the requirements under this Condition 2A.4.
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2A.4.5

2A.4.5.1

Li

censeebs obligations i n relation to

The Licensee shall:

(@)

(b)

(€)

(d)
(e)

(f)

9

(h)

promptly after becoming awarédreof, notify the Authority of any material
or persistent breach of any obligation by any party under the PSA Agreement;

take all reasonable steps to enforce the obligations of the parties to the PSA
Agreement whenever required, or whenever so directethéoyAuthority by
written notice, and in accordance with the terms of the direction;

not knowingly waive any right under the PSA Agreement without the prior

written consent of the Authority;
comply with its obligations under the PSA Agreement;

exercise itgights to terminate the PSA Agreement whenever directed by the

Authority by written notice;

immediately notify the Authority if any party to the PSA Agreement,

terminates or gives notice to terminate the PSA Agreement;

use its reasonable endeavours tocpre that the PSA performs its functions
promptly and diligently, with reasonable skill and care, and in conformity
with all applicable laws, rules and regulations and in accordance with

generally accepted best accounting practice; and

provide the PSA proptly with any information it requires to perform the
PSA Functions including copies of all PS Transmission Payment invoices as
soon as reasonably practicable, and
would facilitate operation of the system of postalisbarges in respect of the

Postalised System.
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