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GRANT AND TERM OF LICENCE

Licence granted under Article 8
of the Gas (Northern Ireland) Order 1996

for the conveyance of gas

The Grant

1 Grant of Licence

The Northern Ireland Authority fodtility Regulation  ( Adtherity ) |, i n exerc
of the powers conferred by Artic1) of the Gas (Northern Ireland) Order 1996 (the
"Order™), and with the consent of the Department of Enterprise, Trade and
Investment, grants tBhoenix Natural Gas Limite@egistered nmberNI26420 (the

"Licenseé) a licence to convegasfrom one place to anothér the area designated

in Schedule 1 during the period specified in paragraph 3 below, subject to:

@t he standard conditions of | iStanglarvdc e s f o
Conditionso ) which are I n accordance with
incorporated by reference in this Licence, subject to any modifications made
to the Standard Conditions in accordance with any provision for the
modification of the Standard Conditis in the Order or the Energy (Northern
|l rel and) Orkmhergy Ordedo0)3 o(rt htehei Condi t i ons;

(b)the conditions included in the Licence in accordance with Article 10 of the Order
(t ogetCoadtionsdle dand
(c)the Schedules hereto.

2 Modification and Revocation of Conditions

The Conditions referred to above are subject to modification or amendment in
accordance with their terms and/or with Articles 14, 17, 17A and 18 of the Order

and/or with any provision for the modification of the saméhe Energy Order. The
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PART 1

GENERAL CONDITIONS APPLICABLE TO THE LICENCE HOLDER

Condition 1.1: Interpretation and Construction

1.1.1Interpretation Act (Northern Ireland) 1954 and Gas (Northern Ireland) Order 1996

Unless the contrary intention appears:

(a) 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 apglto them;

(b) references to an enactment shall include subordinate legislation and in both cases
any statutory modification or fenactment thereof after the date when the

Licence comes into force; and

(c) words and expressions defined in the Gas (Namtheland) 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.

1.1.2 General Rules of Construction

Unless otherwise specified:

(@) any reference to a numbered Part or Schedule is a reference to the Part or

Schedule bearing that number;

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

Condition under its heading;

(©) any reference to "the Conditions" means the Conditions to which the Licence
is subject and references to "any Conditions" and to any cognate expression

shall be construed accordingly;



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

(e) (without prejudice to any provision which restrictel 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 from

time to time.

1.1.3 Headings

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

1.14 Time Related Obligations

Where any obligation of the Licensee is expressed to require performance within
a spedied time limit that obligation shall continue to be binding and enforceable
after that time limit if the Licensee fails to perform that obligation within that
time limit (but without prejudice to all rights and remedies available against the

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

1.15 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 substituted thedsv"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 term@ncluding where they are used in the Schedghall

have the meanings ascribed to them below:

"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



"amount”

"auditors"

"authorisation of persons"

AAut horityo

Abal ancingo

"company"

another subsidiary of a companywaiiich such person

IS a subsidiary;

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

means he Licensee's auditors for the time being
holding office in accordance with the requirements of
the Companies (Northern Ireland) Order 1986;

means the power of the Licensee to authorise persons,

pursuant to Schedule 5 of the @rgd

means the Northern Ireland Authority fddgtility

Regulation;

means (in relation to the Network and relevant pe
for balancing under the Network Code) taking sl
measures as may be available to the Licensee

particular neasures:

() for managing the relationship between delivel
of gas to and offtakes from the Network duri

that period; and
(i) to maintain pressures in the Network at all levels

which will in the reasonable opinion of the Licens
ensure the safety and eféacy of the Network in tha

or any subsequent relevant period;

means a company within the meaning of Article 3 of
the Companies (Northern Ireland) Order 1986 or any

other body corporate;



"consumer”

"conveyance charges"

"conveyance services"

ADepart ment o

"distribution pipeline"”

"domestic consumer

"Electoral Ward

"Energy Order"

"exemption holder"

"exercise of powers of entry"

"gas supplier"

means any person supplied with gagremises;

means the charges made by the Licensee for the

conveyance of gas;

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

means the Deparient of Enterprise, Trade and

Investment;

means any pipéne which is not a transmission pie

line;

means a person who is supplied with gas conveyed to
premises at a rate which is reasonably expected not to

exceed 2,500 therms a year;

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

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

means the 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;

means any person authorised by licence under Article

8 of the Order or by exemption under Articlef’the



"Grant"

"information"

"Licence"

"Licensed Area"

"Licensed Business"

"Network"

"Network Code"

Order to supply gas including the Licensee as so
authorised or exempted,;

means the commencing section of this Licence by

which the Authority grants the Licensee the Licence;

includes documents, accounts, estimates, return

reports or other information;

means this licence authorising the Licensee to convey
gas in the Licensed Area, as granted to the Licensee
under Article 8(1)(a) of the Order;

means the area in which the Licensee is authibtise

convey gas as described in Schedule 1,

meanghe activities connected with the conveyance of
gas pursuant to the Licence, including (without
limitation) the construction, development, operation,
maintenance and/or administrati@i the Network
the connection of premises to the Network and the
provision and maintenance of gas metékscensee”

means the company named in the Grant;

meansall the pipelines (as defined by the Order and
shall also include any plant, égment or apparatus
used for, or for any purposes connected with, the
conveyance of gas) within the Licensed Area that are
owned and/or operated by the Licensee, which-pipe
lines shall, in the case of conveyance to consumer's
premises and for the purposes this definition, be
deemed to terminate immediately prior to the inlet of

the first gas meter at such premises

means the document prepared by the Licensee under
Condition 2.4.2;



"Order"

"owned"

"person”

"related undertaking"

"separate accounts"

"Separate Business”

means the Gas (Northern Ireland) Order 1996;

means in relation to any gas meter title in or control

over a meter and includes meters leased to a person;

means any company, firm, partnership, association,

body corporate or individual;

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

means the accounts which are to be prepared for each

Separate Business;

means, each ofhé activities of the Licensee

connected with:

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

(b) the conveyance of gas by means of a distribution
pipe-line pursuant to a licence granted in
accordance with Article (8)(1)(a) of the Order;

(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 granted 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 oanysuch 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 consdted 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;

Asubsi diar y" hasthe same meaning as given to it in Article 4 of the
Companies (Northerrréland) Order 1986;

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

"transportation arrangementsineans 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.

1.1.7References to energy

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

converted to equivalent amounts of gas in kilowatt hours.

1.1.8 Singuar/plural

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

the context requires.

1.1.9 Application

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

Northern Ireland.

1.1.10 Network



Notwithstanding the definitions ofNeetworK' and 'Licensed Busine&sset out in
Condition 1.1.6 above, (a) the expression "Network" shall, wherever it is used in
Conditions 3.1.8.2, 3.1.13,2.6,3.3.1 and 3.3.2, be taken to include all gas plant (as
definedin the Order) situated outside Northern Ireland in Belfast Lough or Larne
Lough and which is owned and/operated and/or utilised by or for the Licensee and
(b) the expressiorLicensed BusineSswherever it is used in Condition 1.2, shall be
construed asf the reference to Network in the definition of Licensed Business in

Condition 1.1.6 were a reference to the expanded Network described in (a) above.

1C



Condition 1.2: Separate Accounts for thd icensed Business

1.2.1Financial years

For the purposes of i Condition the first financial year of the Licensee shall run
from 1 January2007 to 31 March2008 and thereafter each financial year of the

Licensee shall run from 1 April to the following 31 March. The Licensee will also
submit to the Authority its fiancial statements prepared in accordance with this
Condition 1.2 for the financial year from 1 Janua®p6to 31 Decembe2006

1.2.2 Separate Business Accounting

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

accounting and reporting arrangements which

(a) enable financial statements to be prepared for liisensed Business and

showing the financial affairs of thacensed Businessard

(b) facilitate the avoidance of discrimination, crasgsidisation or distortion of
competition between théicensed Businesand any other business of the

Licensee

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

accordance with this Condition.

1.2.3 Separation of Internal Accounts

The Licensee shall keep grer books of account and records in such a form that the
revenues and costs, assets and liabilities of, or reasonably attributablelioettsed
Business are separately identifiable in the books of the Licensee from those of any
other business . Thehd Licensee shall, so far as is reasonably practicable, prepare
for the Licensed Busines®n a consistent basigith its accounting records in respect

of each financial year, financial statements comprising:

(a) a profit and loss account;

11



(b) a statemendf net assets at the end of the period;

(c) a cash flow statement for the period with a reconciliation to the financial
statements specified in sglaragraphs (a) and (b) aboaand

(d) a balance sheet

1.2.4 Apportionment

The financial statements prepdreinder 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 to, theensed Business and showing
separately and in appropriate detail #mounts of any revenue, cost, asset or liability
which has been:

(@) charged from or to any other business of the Lice(seef any affiliate or

related undertaking of the Licensgaipd/or

(b) apportiored between théicensed Businessand any other usiness(such
apportionment to be undertakem accordance withthe basis of
apportionmentapproved by the Authority in accordance with Condition

1.2.5)Licensed Business
together with a description of the chargebasis ofapportionment.

1.2.5Bases ofpportionment

The Licensee shallinless it has already done so priortihe date that the Licence
comes into full force and effect, notify the Authoréty soon as practicakdadin any
event prior to the end of the first financigéar of the Licenseeeferred to in
Condition 1.2.1of the bas of apportionmenthatit proposes to use for the financial

statements in respect of thieensed Busines$or that financial year, and:

€) the bass of apportionment in respect of those financial statemeat$ Ist the
bass so proposed by the Licensee unless the Authority following consultation

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

12



(b) except in so far as the Authority consents to the Licensee doing so the
Licensee sHanot change any basis of apportionment used in the financial
statements in respect of tHecensed Business for any financial year
subsequent to the financial year commencing danuary 2005om the basis
used in the financial statements in respddthe Licensed Businesdor that

financial year.

1.2.6 Auditor's Reports

In respect of each set of financial statements prepared in accordance with this
Condition in respect of a financial yedéne Licensee shall:

(a) procurea report by the auditors amadidressed to the Authority stating whether in
their opinion that set of financial statements have been properly prepared in
accordance with this Condition and give a true and fair view of the revenues,
costs, assets and liabilities of, or reasonablybattable to, thé.icensed Business

:and

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

between thé.icensed Businesand any other business of the Licensee

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

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

year.

1.2.8 Form of financial statements

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

to the purposes of this Condition:

13



(@) conform to UK genrally accepted accounting principles and practices;
(b) state the accounting policies adopted; and

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

1.2.9Publication of Accounting Statements

The Authority may direct the Licensee to publish such accounting statements and
reports (including but not limited to an auditor's report) as the k@i required to
deliver to the Authority under this Condition 1.2 with the annual accounts of the
Licensee.

1.2.10 Construction of "costs or liabilities"

References in this Condition to costs or liabilities of, or reasonably attributable to, the
Licensal Businessshall be construed as excluding taxation, capital liabilities which
do not relate principally to théicensed Business and interest thereon; and

references to any accounting statement shall be construed accordingly.

1.2.11 Additional Definition

"UK generally accepted accounting principles and practicésmeans the principles

and practices prevailing from time to time in the United Kingdom which are generally
regarded as permissable or legitimate by the accountancy profession irrespective of
thedegree of use.

1.2.12 Related Undertakings

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

the Licensed Busines®ver £500000 with related undertakings.
For the pur pose ofrelatdd ungertakiogod ii tsi:. on 1. 2. 12,

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

subsidiaries) holds 20% or more of the shares;

14



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

voting rights in that undertaking.

1t



Condition 1.3: Provision of Information to the Authority

1.3.1 Furnishing information

Subject to Conditions 1.3.2 and 1.3.3 below, the Licensee shall furnish to the
Authority, in such manner and at such times as the Authority may reasonably require,
information as the Authority may reasonably require or as mayebessary for the
purpose of performing:

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

1.3.2Licensee to comment on accuracy of information

This Comition shall not apply in respect of any function of the Authority under
Articles 14(1)(a) and 27 of the Order or under Article 7 of the Energy Order but the
Licensee shall, if requested by the Authority, give reasoned comments on the accuracy
(so far astirelates to théicensed Businesk of any information or advice which the

Authority proposes to publish pursuant to Article 7 of the Energy Order.

1.3.3Condition 1.3 exclusive of other powers to require information

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

Condition or any Schedule.

1.3.4Condition 1.3 and other powers to require information

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

1€



1.3.5Limitation on obligation to furnish information

This Condition shall not require the Licensee to furnish any information which the
Licensee could not be compelled to produce or give in evidence Irpoddeedings
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 polcies for the conduct of its business activities relating to the conveyance of
gas insofar as they may affect consumers; and

(b) the general arrangements for their implementation;
and shall:

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

arrangements; and

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

implementation of those 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 undertploh the Licensee receives

protected information, the Licensee shall (and shall procure that such affiliate or related

undertaking shall) procure:

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

of protected infomation with respect to any Separate Business.

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

(€)

for that person:

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

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

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

of any such licence or exemption; and

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

of the relevant persoon twhose affairs the protected information relates;

provided that the obligation on the Licensee:

(d)

(e)

to procure the above in relation to an affiliate or related undertaking which has
control of the Licensee (control being defined by Section 416 of themecand
Corporation Taxes Act 1988), shall be to do so by using reasonable endeavours and
obtaining an appropriate contractual undertaking from that affiliate or related

undertaking in respect of such protected information; and

not to obtain any unfaicommercial advantage from its possession of protected
information under Condition 1.5.1(a) shall be construed to exclude protected
information received by any Separate Business, if applicable, not engaged in the
conveyance of gas independently of the &@aefe Business engaged in the

conveyance of gas.
1¢



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 directions issued by the Department from time to time utidier A

45 of the Order or otherwise for the purposes of this Condition as reasonably appear to the
Department to be requisite or expedient for the purpose of securing compliance by the
Licensee with its obligations under Condition 1.5.1 in the conduts diisiness to convey

gas.

1.5.3 Limitation of non disclosure obligations

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

(b) made in compliance with the duties dfetLicensee 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

(©) made in compliance with the Conditions of the 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.

1.5.5 Additional definition

In this Condition:

"protected information” means any commeilly confidential information which
relates to the affairs of a person who is not an affiliate or
related undertaking of the Licensee holding a licence or
exemption to convey, store or supply gas or any affiliate or
related undertaking of that person wini 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

2C



domain othethan as a result of breach by the Licensee of
this Condition or of anptherConditions of the Licence.
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Condition 1.6: Powers of Entry

1.6.1 Arrangements for powers of entry

The Licensee shall, unless it has done so before being licensed, within sixs rabttke

Licence coming into force:

(@) 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

are specified by the Authority; and
(©) make such arrangements;

and the arrangements so maaléhis Condition and in Condition 1.7 are referred to as the

farrangements .

1.6.2 Changes in arrangements for extensions to Licence

In the event of an extension of its Licence, the Licensee shall ensure that the arrangements
remain sufficient for the pposes 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 any material change to the arrangements except with the
consent of the Authority, which consent Bh#t be unreasonably withheld and shall be
deemed to have been given, unless refused in writing within 2 months of receipt by the

Authority of the application to make a material change by the Licensee.

1.6.4 Conduct with domestic consumers

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

conveyed irconformity with the arrangements.
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Condition 1.7: Authorisation of Persons

1.7.1 Steps to be included in the arrangements

The arrangements shall comprise all reasonable steps:

(@)

(b)

(€)

(d)

(e)

for securing that no person is authorised for the purpose of any prowaion
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 @er possesses appropriate expertise to perform the particular

task that he will be required to undertake under the provision in question;

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

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

misused; and

for securing tht all persons authorised by the Licensee comply with the provisions
for entry where any justices' warrant is issued under Schedule 5 paragraph 6 to the
Order.

1.7.2Licensee not to authorise a person to exercise any powers of entry unless steps described

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) habeen complied with and it appears to the Licensee that

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

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

authoritative manner.
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Condition 1.8: Exercise of Powers of Entry

1.8.1Licensee to avoid undue disturbance

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

made to their premises by persons authorised by the Licensee.

1.8.2 Construction of Condition 1.8.1

In this Condition any reference toetltonferring 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 authorisgokrson of those powers.
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Condition 1.9: Modifications

1.9.1 Modification of Licence Conditions

The Conditions of the Licence are subject to modification in accordance with their terms or
with Articles 14, 17, 17A, or 18 of the Order or with any providimnthe modification of
the same in the Energy Order.
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Condition 1.10: Assignment of Licences

1.10.1 Licensee's ability to assign its Licence

For the purposes of Article 12 of the Order, the Licensee with the prior consent of the
Authority may assign theicence either generally, or so far as relating to the whole or any
part of the Licensed Area.

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 Artee 12(3) of the Order, and any consent shall be subject to

compliance with the matters determined by the Authority under Article 12(4) of the Order.

1.10.3 Licensee may not otherwise assign its Licence

Save as the Licensee is authorised to assign thedagaemder this Condition, the Licensee

may not otherwise assign the Licence without the consent 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 1.1l.2, the Licenseealshnot transfer to another person (the
"transfereé’) all or part of any of its business 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 prevent the Licensee from transfemihor the relevant part
of its business to the transferee where the Authority has 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 Licemcadcordance with Condition 1.10.
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Condition 1.12: Disposal of Relevant Assets

1.12.1

1.12.2

1.12.3

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

Except:

(a) in relation to an assignment permitted under Condition 1.10 and the digposal
relinquishing of operational control of any relevant asset necessary for the

assignment to have effect; or

(b) in relation to a transfer of business permitted under Condition 1.11 and the disposal
or relinquishing of operational control of any releva#set 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 which do not form an integral part of the
Network, or are not otherwise required for égonbus system control and data
acquisition or the safe and continuous operation of the Network, which may be the

subject of arms length asset and financing leasing arrangements;

the Licensee shall not dispose of or relinquish operational control oveelemgmt asset if

the disposal or relinquishing of control would materially affect its ability to discharge its
obligations under the Order or the Energy Order or the carrying on of activities authorised
or required by the Licence and any question arisingeu this Condition 1.12.1 as to
whether such disposal or relinquishing of control is such as aforesaid shall be determined

by the Authority.

Notice to be given to Authority

Save as provided in Condition 1.12.3 or in so far as the Authority otleoweissents, the
Licensee shall give to the Authority not less than two months prior written notice of its
intention to dispose of or relinquish operational control over any relevant asset, together
with such further information as the Authority may requesating to such asset or the
circumstances of such intended disposal or relinquishment of control or to the intentions in
regard thereto of the person proposing to acquire such asset or operational control over

such asset.

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

retail price index), provided that:

(a) the disposal of or relinquishing of operational control of such relevant asset would
not materially affect the Licensee's ability to discharge its obligations under the
Order or the Engly 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 value of £20,000 in September 1996 prices (such sum to be adjusted
annually by reference tie 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 operational control over any relevant asset

where:

€) the Authority confirms in writing that it consts to such disposal or relinquishment
before such disposal or relinquishment occurs (which consent may be made subject
to the acceptance by the Licensee or any third party in favour of whom the relevant
asset is proposed to be disposed or operationalratorig proposed to be

relinquished of such conditions as the Authority may specify); or

(b) the Authority does not inform the Licensee in writing of any objection to such
disposal or relinquishment of control within the notice period referred to in
Condition 1.12.2.

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 have consulted and taken into consideration any representations made in a
timely manner by any o#én licence holder liable to be materially affected by the disposal in

guestion.
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1.12.6

Additional Definitions

In this Condition:

"disposal”

"relevant assét

includes any sale, assignment, gift, exchange, lease,
licence, the grant of any right of possession, loan, ggcur

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 any part of the Network operatezhf time to time

by the Licensee or any gas plant used by the Licensee for
or for purposes connected with the conveyance of gas,
together with any estate or interest in land required for the
utilisation of the Network or gas plant, and any intangible
asses (including patents, copyright, design rights and other

similar rights) relating to or arising from its business.
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Condition 1.13: Payment of Fees

1.13.1

1.13.2

1.13.3

Licensee to pay annual fee

In respect of each year, beginning with the date that the Licence camdsllifiorce and
effectfor the first year and 1st April for each subsequent year, during which the Licence is
in force, the Licensee shall pay to the Authority fees of the amounts specified in or
determined under the following paragraphs of this Comditio( tarim@al faes) except
that where the Licence is in force for part only of such a year, the fees in respect of that

year shall be the proportionate part of the annual fees.
Initial Fee

Within thirty days of the Authority giving the Licenseetise of the sum due, the Licensee
shall pay to the Authority a sum not exceedirif) H00determined by the Authority in
accordance with the principles set out in Condition 1.13.3 in respect of the fee payable for
that part of the year commencing on theedétat the Licence comes into full force and
effect and ending on 31st Mar@®08 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 Authoritygig the Licensee notice of the sum due.

Amount of annual fee

In respect of the year beginning on 1st AgA08and in each subsequent year, within 30
days of the Authority 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 amount estimated by the Authority, according to a method which
has previously beedisclosed in writing to the Licensee, as likely to be its costs
during the year in question (i) in the exercise of its functions under the Order and
the Energy Order in relation to the holders of licences granted under Article 8(1)(a)
of the Order and (ii)n connection with the establishment of the Authority and the
transfer to the Authority of the functions, property, rights and liabilities of the

Director;

(b) an amount which is a proportion as determined by the Authority of the amount

estimated by théuthority (in consultation with the Competition Commission) as
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having been incurred in the year immediately preceding the year in question by the
Competition Commission in connection with references made to it under Article 15
of the Order with respect tihe 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 amount of the fee paid by the Licensee in respect of the year
immediately preceding the year question in relation to the Licence, less
any refund to the Licensee in respect of that year under Condition 1.13.4

below and

(i) the amount which that fee would have been in respect of that year had the
amount comprised therein under Condition 1.(8.3or, where that year
commenced on 1st AprR008 had the amount comprised therein which
was attributable to the matters referred to in that Condition, as determined
by the Authority according to a method disclosed in writing to the Licensee)
been calalated 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, and the proportion thereof actually attributable to the

Licence;

such total costs being pprtioned in each case as determined by the Authority
according to a method previously disclosed in writing to the Licensee provided that
the total fees payable by the Licensee in respect of the amounts determined by the
Authority under Conditions 1.13.3(ahall not in respect of the period ending on 31
March2008exceed £0,000and, in respect of any subsequent year commencing on
1% April exceed £50,000adjusted from the date the Licence comes into full force

and effect annually by reference to the itgtgce index.

1.13.4  In respect of each year beginning on tﬁteAIpriI 2007 and for each subsequent year,

the Authority may pay the Licensee an anmn
with the method previously disclosed in writing to the Licenaad 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 to the Authorityods est
1.13.3 (a) and 1.13.3(b) above; and

(b) t he Au trdasomable rgvisexl estimate of those costs;

provided that any such refund shall be paid to the Licensee on or before 31st March in the year to
which the Licence fee relates.

1.13.5 Definition for the purposes of this Condition

I n t his Con diitrieaxmeant thd @rectort Gereraliof Gas for Northern
Ireland.
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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 lgistered mail or transmitted by
facsimile to the relevant party at the address set out below or at such other address as that
party may from time to time specify in writing to the others:

Licensee: Phoenix Natural Gas Limited
First Floor
The ArenaBuilding,
85 Ormeau Road,
Belfast, B7 1SH

Authority: Northern Ireland Authority fobtility Regulation
Queen's House
167 18 Queerbtreet,
Belfast, BT16ED

Facsimile Telephone Number (02890) 311740

Department: Department of Entgrise, Trade and Investment,
Energy Division,
Netherleigh House,
Massey Avenue,
Belfast, BT4 2JP

Facsimile Telephone Number (02890) 529549

1.14.2 Receipt

Any notice given under the provisions of Condition 1.14.1 shall be deemed to have been

duly deliveredand received:

0] at the actual time of delivery, if delivered personally;
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(i) three (3) working days subsequent to the date of posting, if sent by registered mail;
and

(i)  at the time of receipt, if transmitted by facsimile where there is confomatf
uninterrupted transmission by a transmission report and provided that the original
of the notice is then delivered personally or sent by registered mail as soon as
reasonably practicable.
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PART 2

CONDITIONS APPLICABLE TO THE CONVEYANCE OF GAS BY THE
LICENCE HOLDER

Condition 2.1: Territorial Scope

2.1.1Territorial Scope

The Licensee is authorised to convey gas from one place to another in the Licensed Area
and is further authorised to convey gas in other areas in Northern Ireland in order to convey

gas to the Licensed Area.

2.1.2 Conveyance of Gas for Transhipment

Nothing in Condition 2.1.1 shall exclude the entitlement of any other person authorised by

licence or exemption to convey gas through fiipes in the Licensed Area.
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Condition 2.2: Conveyance Charges, Other Terms for the Conveyance of Gas and the
provision of Conveyance services

In respect of any Gas Year (as defined in Condition 2A.1.1) or part of a Gas Year where a
Designation Order (as defined in Condition 2A.1.1) is not in forcelation to all or part of the
Network, the Licensee shall be subject to the provisions of Conditions 2.2.1, 2.2.22 2.8nd

2.2.8 For the avoidance of doubt the Licensee shall not be subject to such provisions in respect of
any Gas Year or padf a Gas Year for which a Designation Order is in force.

2.2.1 Determination of conveyance charges by the Licensee

The Licensee shall establish the methods and principles on which transmission
charges shall be determined for gas suppliers wishing and er(attedntitled

within the Gas Year in respect of which the methods and principles shall be
determined for the next following Gas Year) to use the Network and, provided the
Aut horitybés approval has Goadtion 2@.8thea i ne d
Licenses shall publish the same in accordance Witimdition 2.2.2 Those methods

and principles shall ensure cost recovery in eachPoance Gas Yedas defined

in Condition 3.1.8) in accordance with Condition 3.1&hd, in each Finance Gas

Year (as defiad in Condition 3.B.2) in accordance with the other provisions of
Condition 3.1.

2.2.2 Publication of conveyance charges and other terms for the conveyance of gas
Subject to Condition 2.2.3:

(a) the Licensee shafho later than 1 October in each preiogdyear)for the forthcoming

Gas Year publish a statement of:

(i) its conveyance charging methodology for the use of the Network by gas
suppliers for the forthcoming Gas Year, by which any such gas supplier

may reasonably be able to calculate applicabiereyance charges; and

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

Network Code by reference to the Network Code);
in such manner as will secure adequate publicity for it; and

(b) the Licensee shall send a copy of angtsstatement to any person who asks for one;
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and subject to Condition 2.2.4(b) such statement shall clearly distinguish cases and classes

of cases of gas supplier for whom the conveyance charging methodology may result in

differing conveyance charges.

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

No later thanone month and five working daysfore it intends to publish its statement

under Condition 2.2.2 the Licensee shall notify the Authority of the contentkabf

statement, and:

(@)

(b)

(€)

provide the Authority with such information as will enable the Authority to be
reasonably satisfied that the methodology and principles for the conveyance
charges have been determined to ensure cost recovery in the manned teferre
Condition 2.2.1;

provide the Authority with an explanation of the other terms for conveyance set out

in the statement; and

prior to publication, obtain thAuthorityd approval tathe form and content of that

statement.

2.2.4Charging forthe conveyance of gas and prohibition on undue discrimination

The Licensee shall:

(@)

(b)

(€)

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
basisother than contained in its statement of conveyance charges published under

Condition 2.2.2 in respect of that year;

not show any undue preference towards or undue discrimination against any gas
supplier or case or classes of cases of gas suppliee iconveyance charges made

or other terms for the conveyance of gas applied in relation to the Network; and

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

guotation;

3¢



and for the purposes of Condition 2.2.4(c) and the Licems®aligation to provide a
specific statement of conveyance charges, a request for the quotation of conveyance
charges for specified conveyance services shall be treated as such if it is in such form as the
Licensee can reasonably be expected to provapeeific statement of conveyance charges

in return.

2.2.5Licensee's obligation to provide services for the conveyance of gas in accordance with the
Network Code

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

2.2.6 Resolution oDisputes

The Authority may, on the application tife Licensee oany person entitled (or claiming
to be entitled) to be provided with conveyance services by the License@laqul that the
Authority shall have first given theicensee not less thasme month in which to make
representationsegarding such application, settle any dispute betweehitkeseeand any
person entitled (or claiming to be entitled) to be provided with conveyance semises,
far as it relates tany of the following matterand at any time thereafter the Licensee shall

provide a gas supplier with conveyance services:

€) in accordance with the conveyance charges/candther terms for the
conveyance of gas, and where applicable the Licenseamrmection chargess
determined by the Authoritgursuant to any party referring the matter to it for such
determination, where the gas supplier is willing to accept the same and the Licensee

has otherwise refused to provide such conveyance services; and

(b) notwithstanding the provisions of Conditions 2.2.1 and 2.2.2, in accordance with a
price determined by the Authorigs will allow the Licensee to obtain appropriate
recompense in accordance with any then applicable charging regime of the
Licensee aproved by the Authority and then in force 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 estadi, modify or amend a Network Code, where the Licensee's
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conveyance charges and other terms for the conveyance of gas and/or the Network
Code:

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

conveyance services sought by tlas gupplier;

(i) 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 Condition 2.2.6 the Authorisaisfied that any
determination would not prejudice the efficient and safe operation of the Network or the

conveyance by the Network of:

(©) the quantities of gas which the Licensee requires or may reasonably be expected to
require to be conveyed by tiNetwork to enable the Licensee to comply with the

Conditions of the Licence and

(d) the quantities of gas which 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.

2.2.7 Additional duty to provide information

The Licensee shall advise the Authority by a report provided to the Authority of:

€) the number of separate arrangements with gas suppliers for gas conveyance services

provided; and

(b) the volumes of gas offtaken frothe Network by gas suppliers including its own

Separate Business, if any, engaged in the supply of gas.

2.2.8 Direction by the Authoty

(@) Where the Authoritylirectsthat it is necessary for the Licensee to revise:

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

as provided in the Licenseebs | atest p

(i) the conveyance charges and other terms for the conveyance of gas determined
and included in the latest published statement,
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(b)

in orderto ensure that they are (or continue to be) proportionate and applied in a
nondiscriminatory manner, the Authority may direct the Licensee to revise its

methods, principles, charges or terms (as the case may be) in accordance with the
provisions of the dection.

The Licensee shall comply with the requirements of any direction issued by the
Authority under this Condition 2.2.8 and shall publish a revised statement in
accordance with Condition 2.2.3.
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Condition 2.3: Connection Charges and Obligationd permit a Connection

2.3.1Statement of connection charges and, terms for connection and meter connections and

disconnections

Subject to Conditions 2.3.2 and 2.38e Licensee shall no later than the date ¢hatis
Condition 2.3 or (ii) any modificaion of this Condition 2.3 (as the case may taRes
effect give the Authority a statemenfor the approval of the Authority as to form and
content,showing the methods by which and the principles on which charges are to be

determined by the Licenseeffo

€) connecting any premises to the Network, maintaining, repairing and renewing the
connection and disconnecting the premises and removing gas fittings owned by it

and comprised in the connection;

(b) connecting and disconnectiggs meterand gas mers not owned by the Licensee

in any premises; and

(©) connecting to the Network any pitiae system to or from which gas will be
conveyed by means of the Network and maintaining, repairing and renewing the

connection

and in any such case the Licendsls 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 the Licenseebs technical des

the making of a connectidn its Network

2.3.2The statement and cases and classes of cases

The statement given by the Licensee under Condition 2.3.1 shall:

€) subject to Condition 2.3.5(b), clearly distinguish cases and classes of cases of
person for whom the Licensee proposs#ifferent methods or principles for

connection; and

(b) in respect of any such case class of caseshow that element of connection costs
the Licensee proposes to recover by way of conveyance charges to gas suppliers

including any Separate Businesgjaged in the supply of gas.
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2.3.3The statement to give likely indication of costs and additional duty to provide information

The statement given under Condition 2.3.1 shall also for the Authority's information where
practicable indicate the costs likely arise in respect of work done and materials used in
connecting any premises, gas meters, gas meters not owned by the Licensedime pipe

system and the Licensee shall:

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

(b) enable a person requesting a connection in those circumstances to determine what
works or other actions he would need to undertaicduding without limitation any
work or actonequired to comply with the Lic

operational requirementfr the Licensee to provide the connection.

2.3.4 Authority'sapprovalequired to stated connection charges and publication of statement

Subject to the Authority's pri@pprovalto theform andcontents of the statement given by
the Licensee under Condition 2.3.1 as they relate to charges for connection, the Licensee

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

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

equal to thatvhich in the reasonable opinion of the Authority is appropriate.

2.3.5Connection charges and terms for connection and prohibition on undue discrimination and

connection of pipdine systems

The Licensee shall:

(a) not charge for a connection of premiseSany gas meter, gas meter not owned by
it or any pipeline system to the Network on any basis or establish other terms for
the connection on any basis other thhat contained in the statement published
under Condition 2.3.4;
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(b) not show any unduergference towards or undue discrimination against any person
or case or classes of cases of person seeking a connection of premises to the
Network, or of any gas meter, or gas meter not owned by the Licensee or any
person who operates or proposes to opesapipeline system, in relation to the
connection of that system to the Network and, in the case of dipgeystem to
be connected to the Network, the Licensee shall not refuse a request for connection
where the person seeking the connection iswglto pay the Licensee's charges for
connection and comply with the Licensee's other terms for connection, including

any terms as to technical and safety matters; and

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

applicable to the request for a quotation;

and for the purposes of Condition 2.3.5(c) and the Liessobligation to provide a
specific statement of connection charges, a request for the quotation of connection charges
shall be treated as such if it is in such form as the Licensee can reasonably be expected to

provide a specific statement of connectatrarges in return.
2.3.6 Direction by the Authority
(@) Where the Authoritglirectsthat 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 latgatiblished 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 non
discriminatory manner,he Authority may direct the Licensee to revise its methods,
principles, charges or terms (as the case may be) in accordance with the provisions of the

direction.

(b) The Licensee shall comply with the requirements of any direction issued by the
Authority under this Condition 2.3.6 and shall publish revised statements in

accordance with Condition 2.3.4.
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2.3.7Revising connection charges

Without prejudice to Condition 2.3.6)é Licensee shall not revise the basis of its charges
for a connection ofiny premses, any gas metesny gas meter not owned by it or any
pipe-line system to the Netwoylkr the other terms for the connectiovithout first giving

the Authority a revised statement in the same terms as in Condition 2.3.1 and obtaining the

Authorityd s pravalto such a revision in the same terms as Condition 2.3.4.

2.38 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 theplagation in the first instance to the

General Consumer Council who will try to resolve the dispute, provided the General
Consumer Council shall give the Licensee not less than one month in which to make

representations regarding such application:

€) the General Consumer Council will settle any dispute between the applicant and the
Licensee in so far as it relates to 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 2.3.5) 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 wduotherwise have applied to the Licensee under
Condition 2.3.5 and the relevant objective as defined in Condition 2.41ithe General
Consumer Council is unable to resolve the dispute the application will be referred back to
the Authority. The Autbrity will try to resolve the dispute with reference to conditions
2.3.8 (a) and 2.3.8 (b).
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2.3.9 Explanation of connection charging methodoloqgy for introducing gas to the Network

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

connection, for:

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

increase the capacity of the pifpee; or
(b) supplying and installing any pigae or works;
including where practicable an indicatiohli&ely costs and the other terms for doing so.

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

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

Network
The Licensee shahot:

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

other terms without the consent of the Authoragd

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

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

2.311 Publication of connection charge statements

The Licensee shall:

(a) publish a statement of the basis of its connection charges for introduciny thas t
Network and its other terms for connection as the Authority has consented to under

Condition 2.3.8 in such manner as will secure adequate publicity for it; and
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(b) send a copy of any such statement to any person who asks for one.

2.3.12 Interpretatbn and construction

References in this Condition to
A ¢ h a shalkireclade references to means whereby shelngesnay be ascertained.

2.3.13 Obligation to permit a connection

Subject to a person who has a licence or exemption to convey gas
(a) satisfyirg any technical and safety criteria contained in the Network ;Code
(b)satisfying the Licenseebds techmwi cal desi (

(c) paying to the Licensee a connection fee (determined by the Licensee except insofar as
the Authority otherwise idectsor determines under Condition 2.3.9(kp connect a

pipe line between the Network and the premises,

the Licensee shall permit a connection to the Network by that person.

48



Condition 2.4: Network Code

2.4.1The relevant objective

The Licensee shialunless it has already done so priotthie date that the Licence comes
into full force and effect submit to the Authorias soon as practicable after such date
statement of its proposed arrangements for the conveyance of gas, in addition to tise matte
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, reliablesfficient and economialevelopment andperationand

maintenancef the Networkwith due regard to thenvironmentand
(b) subject thereto:
(i) compliance with the Licensee's other obligations under the Licence; and

(i) subject to Condition 2.4.1(b)(}he promotion ofeffective competition

betweerUsers;
and put such arrangements in place except aautierity otherwise consents.

2.4.2 The Network Code

The Licensee shall:

€) prepare and provid the Authorityfor its approvala "Network Code€", that is to
say a document setting out the arrangements established under Conditican@.4.1
the terms onwhich it will enter into such arrangements with Users for the
conveyance of gaso later than the date that the Licence comes into full force and

effect;

(b) where pursuant to Conditioh14.1 the Licensee is designated as a transmission

system operatoensure 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 used by the Licensee to procure the gas required for

balancing the Network;

49



(i) the mehodology by which the charges to be levied on Users for the
balancing of the Network are to be determined; and

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

(c) where, pursuant to Conditio®.14.2 the Licensee is designated asdistribution

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 levied on gas supplietisefo

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

(d) put such Network Code in place except as the Authority otherwise corsehts
comply with the provisions of the apprex Network Codge

(e 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 Code; and

()] excep 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 case.

2.4.3Where 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 determviritgdregard towhether it
facilitates the achievement of the relevant objective, either the Licensesy other party
to the Network Codevho 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
guestion as to whether a manner in which the Licensee profmas@plement the term

would secure that objective.

2.4.4 Modification of the Network Code
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The Licensee shall establish and implement procedures for the modification of the Network
Code by the Licensee, subject to the provisions of this Condition, sobast¢o facilitate
the achievement of the relevant objective and which will enable:

(a) the Network Code to be reviewed;

(b) modifications to be proposed by the Authority, the Licensee, or byt@y party
to the Network Code

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

(i) making it otherwise available in an appropriate manner where it is necessary for
establisimg whether the proposal would better facilitate the achievement of

the relevant objective;

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

on a proposal to modify the Network Code; and

(e) the representations awbjections, with respect to any proposal to modify the
Network Code, made (and not withdrawn) by arlyer party to the Network Code
and byother persons who are likely to be materially affected by the proposal to be

properly considered.

2.4.5 Modification Rules

The Licensee shall:

€) 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;
(b) not make any wdification to the modification rules except:

0] after consultinghe other parties to the Network Code
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(i) after furnishing the Authority with a report on such consultation and

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

2.4.6 Prohibition on irreqular modification

The Licensee shall not make any modification to the Network Code except:
(a) to comply with Condition 2.4.7(c); or

(b) with the consent of the Authority;

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

2.4.7 Role of Authority in modifications

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

the Licensee shall:

(a) refer for determination by the Authty any question whether the representations or
objections by anyother party to the Network Coda by anyother personin
respectof the proposal have been properly considered in accordance with those

rules;
(b) as soon as reasonably practicable, giveice to the Authority:
(i) giving particulars of the proposal,

(i) where the proposal is made agy other party to the Network Codgiving
particulars of any alternative proposal by the Licensee to modify the

Network Code in respect of the same magtt

(iii) giving particulars of any representations or objectioraleby a party to

the Network Coder by anyother persoin respecbf those proposals;

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

not be made;
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(v) stating the factors which, in its opinion, justify making or not making
proposed modification; and

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

rules; and

(c) comply with any direction given by the Authority to make a ffication to the
Network Code in accordance with a proposal described in a notice given to the
Authority under Condition 2.4.7(b) which, in the opinion of the Authority will, as
compared to the existing provisions of the Network Code or any alternative
proposal, better facilitate the achievement of the relevant objective.

2.4.8Publication of Network Code

The Licensee shall:

(a) publish the Network Code and the modification rules as modified from time to time in

such form and manner as the Authority maynirtime 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 complying with this requirementkiwboes not exceed

such amount as the Authority may from time to time direct.
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2.4.9 Authority to determine material affect on persons of transportation arrangements

Except in so far as the Authority otherwise consents, the Licensee shall refer for
determnation 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 eess

The Network Code prepared in accordance witk 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 undue discrimination against any

persoror class or classes of person:
(@ in assessing a personés application to b
(b) in its interpretation of the Network Code and the application of procedures contained

in the Network Code.

2.4.12 Definitions

InthisCondit on 2.4, "User o0 means, as the cont ex:
acting on behalf of a gas supplier who has made, or seeks to make, arrangements with the

Licensee in pursuance of which gas is, or is to be, conveyed through the Network.
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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 transmission system operator ois&ridution 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 gnement relating to the interaction or
interoperability of its Network with tha
conveyance of gas in a manner compatible with the secure and efficient operation of

both systems.

2.4A.2 Approval by the Authority

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

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

2.4A.30bligaion to enter into agreements

Where the Licensee is required, either by a designated transmission system operator

or by a designated distribution system of
licence), to enter into an agreement of the type meadian Condition 2.4A.1, the

Licensee shall enter into any such agreement as may be reasonably required by that
designated transmission system operator or distribution system operator (as the case

may be).

2.4A.4 Network operator agreement

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

from time to time by the Authog.
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Condition 2.5: Provision and Return of Meters

251l nstallation of Gas Suppliersd Meter

The Licensee shall comply with any reasonable request by any gas supplier wishing to
supply gas to premises directly connected to the Network to provide anill ahgtzose
premises a gas meter belonging to the Licensee 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 in respect of that swth charges to have been
determined using such principles and methodology as shall have been agreed with the
Authority.

2.5.2The Licensee shall comply with any reasonable request by any gas supplier wishing to
supply gas to premises to install at thqaemises 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 Licenseebs charges in r

subsequent disconnection.

2.5.3 Prohibition on undue discrimination

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

2.5.4Disconnection of Mets

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 appropriate record of the details

displayed on the register of the meter at the time of disconnection on eatd of such

other information in its possession as shall subsequently enable the identity and time of
disconnection or return of the meter and the premises from which it was disconnected to be
ascertained and shall keep such a record for a period déswthan two years from the

date of the later of such disconnection or return whichever is the later.

2.5.5Safe Custody of Meters

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

disconnected by or returned to itle subject of:
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(a) any investigation in relation to proceedings or possible proceedings relating to the
alleged theft of gas by any person; or

(b) a dispute as to the accuracy of the meter;

the Licensee shall use all reasonable endeavours to keep theimedée custody in the

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

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

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

2.5.6 Provision of Information

Where the Licensee is notified, pursuant to any regumiatinade 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 information so notified and furnish
any further information as such gas sligng 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

2.6.1Conduct of business activities

The Licensee shall conduct its business activities relatirthe 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 affiliate or related undertaking; nor

(b) any other licence holder exemption holder;

obtains any unfair commercial advantage in any business in the storage or supply of gas

including, in particular, any such advantage from a preferential or discriminatory
arrangement.

2.6.2 Disclosure of information

The Licensee shall

(a) use its best endeavours to secure #mtinformation relating to or derived from its

Licensed Bisiness isotdisclosed for the benefibr used for the purposes:

() any trading businessaffiliate or (so far as the Licensee can require it)tegla

undertaking of the Licensge
(i) anycompany of which the Licensee is an affiliate or related undertakirdy

(b) subject to paragraph (a) above, not show any undue discrimination against, or undue
preference towards, any person or class of persowlisclosing any information

relating to its Licensed Business which may be commercially advantageous to any
other person

2.6.3 Exempt information

Condition 2.6.2 shall not extend to:

(a) information specified in any consent to roompliance with thaCondition given by

the Authority to the Licensee; or
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(b) information relating to a particular licence or exemption holder which that party has
consented in writing to being used or disclosed in accordance with the terms of that

consent; or

(c) informationwhich 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

(d) information which is in the public domain (other than as a result of contravention by
the Licensee of anCondition of the Licence) or

(e) information which is required to be disclosed pursuant to a Condition of the Licence.

2.6.4 Additional definition

In this Condition trading business means activities connected with the acquisition and
disposal of gas itNorthern 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 informatio

The Licensee shall furnish to any relevant gas licence holder such information
concerning the operation and technical specifications of the Network in such manner
and at such times as may:

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

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

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

conditions contained in such directions.

Ability to refuse

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

thereof is necessary or expedient for the purpose mentioned in Condition 2.6A.1.

Excluded information

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

proceedings before the High Court.

Arrangements for protecting confidentiality

The Licensee shall not be obliged under Condition ZL@A to provide information to

any relevant gas licence holder which has not established, whether in pursuance of a

licence condition or otherwise, effective arrangements designed to secure that

information provided in pursuance of this condition (andilamiicence conditions) is

not communicated, directly or indirectly, to any gas supplier or any person acting on
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behalf of a gas supplier who has made or seeks to make arrangements with that licensee
in pursuance of which gas is conveyed through thatlEee e 6s net wor k.

2.6A.5 Definitions and interpretation

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

(@ Arel evant gas | icence holdero means an
Article 8(1)(a) or 8(1)(b) of the Order and/or anglder 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 Northern Ireland; and

(b) references to flicence olimtatd licéngea grantedu p p | |
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 Emergency telephone service

The Licensee shalin co-ordination with all oher relevant persons

(a) establish or procure the establishment of, and subsequently operate and maintain,
or procure the subsequent operation amgintenance ofa single continuously
attended telephone service (including reasonable facilities to coiweme with
deaf or partially hearing persons)

(i) for the receipt of reports of escapes of gas in respect of which the Licensee
or such otherelevant personmay have obligations under Article 60 of the Order

or under any regulations made by the D&pant under Schedule 5 paragraph 2 of
the Orderand

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

may have such obligationand

(b) secue adequate publicity for the service and its telephone number, having regard,

particular, to the special needs of blind or 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 of being informed of the escape, attend the place ga®lie escaping and the
Licensee shall take all necessary steps to prevent an escape of gas from any part of the
Network or otherwise in any premises within 12 hours of receiving a report of such an
escape (or earlier if becoming aware of the same); abgec 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:
(a) the prevention is effected, so far as it is reasonably practicable and safe to do so:
0] by carrying out ay appropriate minor appliance repairs; and

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

of the premises; and

62



(b) if further repair work is requed, information is given to the owner or occupier of the
premises or, in their absence, left at the premises as to persons in the locality who
are permitted pursuant to regulations under the Health and Safety at Work
(Northern Ireland) Order 1978 to pemfo repairs on gas fittings.

2.7.3 Carrying out of work

Nothing in Condition 2.7.2 shall oblige the Licensee to carry out any work which cannot be
completed within 30 minutes of entering the premises for the purpose of preventing the
escape or would use neaials costing more than £4.00 adjusted annually in line with the
retail price index from September 1996.

2.7.4 Application of Condition 2.7.5

Condition 2.7.5 shall apply in relation to:

(a) nondomestic consumers who are supplied with gas on terms ot wigcsupply of
gas may only be interrupted or reduced in pursuance of such a term of that
consumer's contract for the supply of gas or in pursuance of directions given
under section 2(1)(b) of the Energy Act 1976; and

(b) the premises of such n@lomesticconsumers.

2.7.5Priority for maintenance of supply

Where the Licensee considers that, for reasons of safety (unrelated to particular premises or
a particular locality), the supply of gas to any ftmmestic consumer to whom this
Condition applies or theonveyance of gas to their premises needs to be interrupted,
reduced or restricted, it shall, so far as is reasonably practicable in the circumstances

having regard to the owiding importance of safety:

(@) when telling a nofdomestic consumer that héosild 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 gasdéasumers on the priority list
required by Condition 2.7.7 and the conveyance of gas to their premises.
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2.7.6 Consultation with the Department

Where the reasons of safety referred to in Condition 2.7.5 relate to the whole or a
substantial part of Northerneland or there is a significant shortage of gas affecting the
whole or a substantial part of Northern Ireland, the Licensee shall consult with the
Department on the taking of any such steps as are mentioned in Condition 2.7.5 (a) or (b)
and, so far as iseasonably practicable in the circumstances having regard to the over
riding importance of safety, shall do so before taking any such steps.

2.7.7 Priority List

The Licensee shall:

(a) unless it has done so before being licensed, establish a list-obn@@stic consumers
who should be given priority as respects the maintenance of a supply of gas and the
maintenance of the conveyance of gas to their premises; and

(b) review, and so far as appears appropriate, amend the list from time to time, after
consulation with relevant gas suppliers, and, without prejudice as aforesaid, shall
conduct such a review and make any such amendments on being directed so to do

by the Department;

and, if the Department has designated criteria to be taken into account whenlstigs

established or revised, the Licensee shall so take account of those criteria.

2.7.8 Determination by the Department

Any question arising under this Condition as to whether a particulardowmestic

consumer satisfies the designated criterial flgatletermined by thBepartment.

2.7.9 Definition
In this Condition 2.7

Arel evant p eneanath meons that undertake in Northern

Ireland the activities specified in Article 6(1)(a) of the Order.
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Condition 2.8 Not used
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Condition 2.9: Maintenance of Records

2.9.1Recorded information

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

Licensee is reasonably able to acquire it, as to:

(@)

(b)

(€)

(d)

(e)

()

every premises and piige system to which gas has been conveyed by mdahe o
Network during the relevant period,;

every third party who has arranged with the Licensee for gas to be conveyed by means
of the Network at any place referred to in Condition 2.9.1(a) during the relevant

period,;

insofar as the Licensee has beernished with the information, in respect of each
premises referred to in Condition 2.9.1(a) every gas supplier who has supplied
during the relevant period gas which has been conveyed to those premises by

means of the Network;

insofar as the Licensehas been furnished with the information, the ownership of
every meter first installed after the outlet of the final control valve of the service
pipe at any premises referred to in Condition 2.9.1(a) for ascertaining the quantity

of gas conveyed to thegmises by means of that system during the relevant period,;

any information contained in a notice given to the Licensee under any regulations

made by the Authority under Article 22 of the Order during the relevant period; and

any information whichhas been provided to the Licensee by any other licence or
exemption holder whether directly or indirectly pursuant to the conditions of his

licence or exemption.

2.9.2 Additional definition

I n

t hi s Coreledantt periodi mears the prdteding fiwgeears or such shorter

period to which the Authority may consent in respect of any of the above requirements.
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Condition 2.10: Powers of Licensee under Article 13 of the Order

2.10.1 The provisions of:
(a) Schedule 2; and
(b) Schedule 3;

of the Order shakpply to the Licensee.
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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 Condition shall apply where the Licensee (or any affiliate or related undertaking

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

2.12.2Managerial and operational independence

Where this Condition applies the Licensee shall:

(@)

(b)

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

at all times thereafter maintain,

the full managerial and operational independence of the Authorised Business from

any Associated Business.

2.12.3Means of achieving such independence

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

reasonable endeanrs to ensure that:

(@)

(b)

(c)

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

for its efficient and effective managerial and operational independence;

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

Gas Supply Business;

subject to any financial supervisory rights of a Holding Company of the
Licensee as proveld f or in the Licamnmmsregaddnd f i na
operational decisions relating to the operation, maintenance and development

of the Licenseebds Network are taken or
by, and are engaged in the operation and managewf, the Authorised

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

(i)

(ii)

(iii)

(iv)

premises or parts of premises occupied by persons engaged in the
management or operation of the Authorised Business;

systems for the recording, processing or storafjelata to which
persons engaged in the management or operation of the Authorised

Business also have access;

commercially sensitive or confidential information relating to, or

derived from, the Authorised Business;

equipment, facilities or property empled for the management or
operation of te Authorised Business;

(e) it can and does, insofar as is legally possible:

(i)

(ii)

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

doesnot form part of the Authorised Business; and

prevent any person who has ceased to be engaged in the management
or operation of the Authorised Business from being employed by, or
engaged in the activities of, any Associated Businesisthe expiry of
anappropriate 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;

AAssoci at ed Bus meaassasybusiness, other ththe Authorised

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

carrying out any activity that requires
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ifnAut hori sed

i Gas

Supply

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

of gas;

B u s meaasstheo Licensed Business, taken together
with (if applicable) either:

(@) where the Licensee has so notified the
Department and the Authority, any business
of the Licensee (or of argffiliate 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
notification wherethe 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 affiliate
or related udertaking 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;

B u s meaassasyobusiness carrying out activities that
require authasation in accordance with Article
6(1)(c) of the Order or section 5(1)(b) of the
Act; and
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AHol di ng Co mp an 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 Compliance Plan

2.13.1 Application
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 2.12 first applies to the
Licensee , prepare and submit to the Authority (for figraval) 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 compliance with Conditib 2

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 horityds role

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 Licensee that, intleut hor it yés opini on, t h
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

Aut hor ity 6 secasgaiy oriexpedjent e order for the Compliance
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Plan to be sufficient for the purposes
continued compliance with Condition 2.12.

2.13.5Revision of Compliance Plan

Where the Licensee receives a notification inoadance 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 thQoedtidnR.t2e nseeds compl

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 obligations under Gomd 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 a review condudtéy 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 management anohogferati

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 for in the Compice Plan; and

(©) 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 Authority, appoint a@osen

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 with its
Compliance Pla.

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 expect to requirfelfibthe duties and tasks

assigned to him.

2.13.11Duties 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

ensuring its compliarcwith 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 respect of any matteisiag 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 revising the Compi@e 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 investigations he has conddcand on progress implementation of

the Compliance Plan.
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2.13.12Report of Compliance Manager

(@)

(b)

(€)

The Licensee shall, at such frequency as is determined in writing by the
Authority but no less than twice every twelve months, submit a report to the
Authority: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 the Compliance
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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Condition 2.14 Systan 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

2.14.3 Definition

In this Condition 2.4;

ADiIi recti ve 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

Condition 2A.171 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 hawe neanings ascribed to them 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);

1

Act ual F i r m means the aggregate of GS Firrmp@city which has been held |
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 #iLicence or the meaning ascribed

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;

OAuxi |l i ary P 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 aday, other than a Saturday or Sunday, on which ban

open for ordinary banking business in Belfast;

=]

Capacity Pe shal have the meaning ascribed to that term in Cond
2A.2.5.2(a);
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means a charger @ payment, as the context requires, made by
Licensee to each of its Gas Suppliers in respect of the differ
between the Forecast Postalised Capacity Charge and thdive:
Postalised Capacity Charge applied to a Gas Year;

shall have the meaning ascribed to that term in Cond
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 Forast Postalised Commodity Charge and the ¥
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 meanin@scribed to that term in Conditic
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 Conditi 2A.4.3.1(f), being the eight

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 repayment payable to a PS Gas Supplier in respec
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 pursuant to the Designation Order;
means a person licensed to convey gas under Article 8(1)(a) «
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=1

=]

Designation

Designation
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rectionso

Due

Exit
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rm

Dat eo

Quant i

Capaci

butior

Order through the Postalised System, including the Licensee;

shall have the meaning ascribed to that term in Condition 2A.6..

means the date specified in a Designation Order on which any
of the Licenseeds networ k sh

means an order rda pursuant to Article 59 of the Energy (Northe
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 da on which payment of an invoice in respect of any
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, refers 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 ExitiRainder the Networ}
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 sut 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 |
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Po

Po
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Ch

in respect of an Exit Point in accordance with the provisions o
Network Code ad in respect of a Gas Year (or any part there
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
that Minimum Capacity Value;

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 iy the
Authority under 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 charge in respect of each kWh/day of Initial Firm Cap
held by the Licenseebs Gas S
Gas Year which shall be calculated in accordance with Conc
2A.2.5.2;

meals a Forecast Postalised Commodity Charge and a Fol

Postalised Capacity Charge;

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

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

in the Special Conditions of this Licence;

means the cantity of gas which a Gas Supplier forecasts it will E

from the Designated Network in a given period, provided that,
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AGas Supplie
NnGas Year o

NnGS Annual E
AGS Firm Cap
Al nitial Fir
il nvoice Dat

relation to a Gas Supplier such quantity is less than any appli
Minimum Quantity Value, the Forecast Supplier Quantity
relation to such Gas Supplier shall be such Minimum Qual

Value;

means any person authorised by licence under Article 8 of the ¢
or by exemption under Article 7 of the Order to supply ¢
(including the Licensee as so authorised omgpted) and who is
entitled to Exit gas from the Designated Network or any person
I's not so aut horised, but w
holds Firm Capacity; or (i) is entitled to Exit gas from t
Designated Network as if it were a Gas fligy, but shall not
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 endingQ6:00 hours on 01 October in tl

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 Pants on the Designated Network in a Gas Year multiplies
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 total of all Firm Capacity held byh e Li c e
Suppliers in respect of a Gas Year as at the last Business C
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 @ Gas Year, such figure 1
be determined by the Authority no later than 30 September 200

means the tenth Business Day in a month;
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kK Wh o

=]

ALI BORO

ot

MD Q0

5t

Mi ni mum Cap

St
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AMont hly Deb

Entitl ement o

AMont hly Dis

AMont hly Ent

AMont hly Pos
Capacity Pay

AMont hly Pos
Commodity Pa

~

AMont hly Pos

Entitl ement 0

means 3,600,000 joules as defined in ISO 10981 (E);

means the sterling London Interba®ffered Rate as published

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 Netv@ode;

means any minimum quantum of capacity (in kWh/day) in res
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 ®%ear;

means any minimum quantity of gas (in kwWh) 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 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 asceitd in Condition 2A.6.1.4,

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 aordance with Condition 2A.2.5.2(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 entitlenné of a Designated Pipee 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);
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means Monthly Postabsl Commodity Payments and Montl

Postalised Capacity Payments;

means a balance calculated in respect of a month with referer
PS Notified Debt and Recoveries in accordance with Cond
2A.3.4.3 and in respect of which a Debt Payt or Debt

Repayment may be made;
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 system comprising all gas gipes 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 meargn ascribed to that term in Conditic
2A.5.3.1(a);

means the Designated Pifige Operator holding a licence |
convey gas in respect of a part of the Postalised System on

the PS Gas Supplier is entitled to exit gas;
shall havehe meaning ascribed to that term in Condition 2A.4.1

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 thanten Condition 2A.4.1.1;
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 meanirgscribed to that term in Condition 2A.2.6.1
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AfPS Forecast
Quantityo

~

APS Forecast

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

means in respect of a Gas Year the sum of all Forecast Rel

Revenue ( PSF Revenuesas such term is defined in each Respective Licenc

APS Gas Supp
APS I nitial
APS -Mayment o

APS Notified

respect of all Designated Pitiee Operators in respect of such C
Year,

means any person who is entitled to exit gas from the Post:

System;
shallhave the meaning ascribed to that term in Condition 2A.2.t
means:

(i) the failure of a PS Gas Supplier to pay into the PoT Acc
all or part of the PS Transmission Payments due from it by the
Date, or the clawback by an admin&or or liquidator of the
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

(i)  the amount of PS Transmission Payments which the rele
PS Gas Supplier has failédl pay or the amount which is subject

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 aftiee 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 asontemplated in Condition 2A.3.4.1 of such Designe

Pipel i ne Operatords | icence;
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APS Tr ans mi s means any amount payable by a PS Gas Supplier in respect

Payment so

A

A

1

A

Quantisgy Fi

Quartero

Quarterly E
Reconcil i at
R encil@tion Payment

For mul aeo

1]

=]

Recoveryo

Rel e€&vhamtg e

Respective

C

provision of gas conveyance services on the Postalised S
under Conditions 2A.2.2.1 (Monthly Postalised Payment:
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 meaning ascribed to that term in Cond
2A.2.3.1(b);

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 intt@as Year; anc

AQuarterlyo shall be constru
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 eithdirectly into the PoT Account or to
Designated Pipéine Operator and subsequently paid by t
Designated Pipdéine Operator into the PoT account, in full

partial satisfaction of any PS Notified Debt attributable to that
Gas Supplier;

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

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 Ordeor that part of a combined licence relating to

conveyance of gas;
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ot

ASuppl ement a
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Second

Separate

Due
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Supply Busi
Ter mi nati on
Ter ms of Re

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 God

means each of the following businesses of the Licensee

appropriate):

() the conveyance of gas through a transmission -ige
pursuant to a licence granted in accordance with Article 8(1)(.
the Order;

(i) the distribution of gas through distribution pigmes pursuant
to a licence granted in accordance with Article 8(1)(a) of the Oi

and

(i)  the supply of gas pursuant to a licence granted in accorc
with Article 8(1)(c) of the Order

each taken separately from caneother and from any other busine
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 an annual basis in respect of transmi
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, thep&@eate Business of the Licens

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;

meanghe terms of that name appended to the Network Code v

govern the operation of the Credit Committee;
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shall have the meaning ascribed to that term in Condition 2A.3..

or forms thereof, refers to theonveyance of gas through tl
Designated Network to another part of the Postalised System;

means a point of interconnection between the Designated Nei
and another pipéne forming part of the Postalised System;

means the agreement in the form approved by the Authority
made between the Designated Flipe Operators, the Trustee al

account bank which governs the operation of the PoT Account;
shall have the meaning ascribed to that ter@ondition 2A.5.1.1;
shall have the meaning ascribed to that term in Condition 2A.5..

means such part(s) of the network as is or are not from time to

comprised in the Designated Network;

shall have the meaning ascribed to that term in Cond
2A.4.3.1(1);

means distributions made by the Trustee on the instructions ¢
PSA from the PoT Account as calculated in accordance
Condition 2A4.3.1 (d);

shall have the meaning ascribed to that term in Condition 2A.6.

means the formulae set out in Condition 2A.2.6;

means a charge applicable to eawtihkday of Firm Capacity hel
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;

means the YedEnd Postalised Capacity Charge and the Yaat

Postalised Commodity Charge; and
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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.

2A.1.2 Interpretati on

In Part 2A all capitalised 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 hageenteaning ascribed to them

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 prodymewvide in any civil

proceedings.
2A.1.4 Units of Measurement
For the avoidance of doubt:

(a) the Licensee shall be entitled to invoice for any Postalised Charges in the unit of Mwh or

Mwh/ day, subject to the Authorityédés consen

(b) where any measement is to be expressed 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

2A2.1.1

2A.2.1.2

2A.2.1.3

2A.2.1.4

2A.2.2

Charges on the Dsignated 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 oropahte 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 the avoidance 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 sumich it receives directly 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 purpose of this Condition 2A deal 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, issg invoices to each such 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

2A.2.2.1 Subject to Condition 2&.2.5, the Licensee shall 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 titerms of this Licence and the applicable provisions of
the Network Code.

2A.2.2.2 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 oMonthly Postalised Payments 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 f0Business Day in Bcember following the end 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 Suppiehéayment, and charge 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 iditi©an
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.225 The Licensee shall acknowledge th#®% =eac
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 Suppér or otherwise approved 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 inbrmation 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 thewing 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 Supplier Quantities in a Gas Year (the

AForecast Annual Quantityo) toget
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(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 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 Forecasupflier Quantities
attributable 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 outputdaefficiency;

(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 sch forecasts for the year 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 exptation of the reasons why any forecast is

higher or lower than the Initial Firm Capacity figure for GY.

(b) The Licensee shall use its reasonable endeavours to ensure that all Forecast Figures
supplied to the Authority in accordance with Condition 2A.4&).Are as accurate
as possible 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 yCdrn dgiutriesm) 2 A
explanation as to how they have been calculated. In the event that any such Gas

Supplier has failed to provide such information prior to the date specified by
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2A.2.3.1(a), the Licensee shall ensure that the Quantity Figures are ast@@sur
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 suchih&m information or
explanation 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 information in a joint report with one or more other DesignatedliRge
Operators which shall comply with this Condition 2A.2.3.1 in respect of the
Licensee and each such Designated-fipeOperator.

e f, i n t he Aut h mion, thavidg regar@d @os iaforraabidn eand o p
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 represematisuch parties to include 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(axii) ar

inappropriate;

the Authority 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 out in any such notice shall be substituted for and for all

purposes treated as the Forecast Annual Quantity submitted by the Licensee.

(H The Licensee shall, not later than the fifteenth Business Day in July submit the
Forecast Fjures (adjusted to reflect any modification made by the 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.
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(g) If the Licensee fails to provide the Forecast Faguin accordance with, and/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 Figwesdetermined may at the
Aut horitybés discretion either:

(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 commencing on or aftér Qctober 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

i nformati ofi QuhesidoActfoal t he i mmedi ately

(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 Aayhand
each of the other Designated Ripae 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 docunsemnd records, in each case as 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.

(c) If the Licensee fails to provide th&ctual Figures in accordance with, 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 inform the Licensee

and the PSA by notice of the Actuagires so determined.
2A.2.3.3 Provision of quarterly information
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(&) Inrespect of each Gas Year commencing on or after the Designation Date, the Licensee shall

provide:
(i) the Authority; and
(i) all of the other Designated Pitiae Operators;

with a breakdown of the Quarterly Exit 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 Quarteras 4ear.

(b) At the same time as the Licensee provides the figures required under Condition 2A.2.3.3(a),
the Licensee shall confirm to the Authority, the other Designatedlifgp@perators and
each of the PS Gas Suppliers whether it is aware of or la@sneo believe that the
Forecast 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 prodielails of the extent of such inaccuracy,

and its reasons for such belief.

(c) The Licensee may fulfil its obligations under this Condition 2A.2.3.3, by submitting,
together with one or more other Designated fiipe Operators, a joint report which shall
comply with this Condition 2A.2.3.3.

(d) 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 Designatiétwork.

2A.2.4 Duty to co-operate with the PSA and other Designated Pipkne

Operators

The Licensee shall eoperate with the PSA and other Designated -RipeOperators with
a view to facilitating the PSA in complying with its obligations under th& R§reement
and to facilitating the other Designated PRipe Operators in complying with their

obligations under Conditions 2A.2 and 2A.4 of their Respective Licences.

2A.2.5 Forecast Postalised Charges
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Subject to Condition 2A.2.8, the Forecast Postdli€harges shall be calculated by 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.
2A.2.5.1 Forecast Postalised Commodity Charge

(a) Subject to Conditions 2A.2.5.3, 2A.2.5.4 and 2A.2.8, the Forecast Postalised
Commodity Charge to be charged in respe
respect of each kWh of gas allocated to each such Gas Supplier the Network
Code in 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 FGowmmadit Po€hatgeeflor
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 laove, where the PS Forecast Annual 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 Pipe¢ i ne Oper at or 6 s inRespepteot alliP&eGasL i c e

Suppliers for the relevant Gas Year Ato
APSF&Means the PS Forecast Required Rev:

(b) A Monthly Postalised Commodity Payment shall be calculated in accordance with the

following formula in respect of gaallocated to each Gas Supplier for Exit in
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respect of the previous month, the components of which shall be applied in respect

of month (fimo) in Gas Year At o and shal
MPComR,= FPComG X MEQsm
where

MPComR,, means tb Monthly Postalised Commodity Payment payable by a Gas
Supplier fisd in respect of month fAimod of

FPComG means the Forecast Postalised Commodity Charge applicable in respect

of Gas Year fito in accordance with 2A. 2

MEQsmmeansthekEi t Quant ity allocated to Gas ¢

Point and in respect of month @Amo.

(c) If the aggregate of the Monthly Postalised Commodity Payments invoiced or to be

(d)

2A.2.5.2

i nvoiced to a Gas SupplieSMPRem®)isless r e s p
than the product of FPComC multiplied by the Minimum Quantity Value in respect

of Gas Year fAto for Gas Supplier Aso th
in accordance with the 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 the |l ast month

The Forecast Postalised Commodity Chargeoinvc ed t o a Gas Suy
respect of a Gas Year At o or month fAmo

with Condition 2A.2.5.1 (a) shall be rounded to seven [7] decimal places.
Forecast Postalised Capacity Charge

(@)  Subject to Condition2A2.5.3, 2A.2.5.4 and 2A.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 orbefore 06:00 hours on 01
October 2008; and

(ir) 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 Capacity0 me an s :

the sum of the 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
APSFRRO means the PS Forecast tRequired

A Monthly Postalised 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 Yealr liie opayablsdhaby a Gas Supp

MPCapR= FPCapC X FCs
12

where

MPCapR means the Monthly Postalised Capacity Payment payable by a

Gas Supplier AsO0O in respect of month

FPCapG means the Forecast Postalised Capacityar@h applicable in
respect of Gas Year At o in accordanc
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FCmeans the Firm Capacity held by a

Year it o.

(c) The Forecast Postalised Capac
respect b a Gas Year Aito or mont h Amo ¢
accordance with Condition 2A.2.5.2 (a) shall be rounded to five [5] decimal

places.
2A.2.5.3 Emergency Events

If at any point in the period from the date of provision of the Forecast Figures for
the next Gas Year referred to in Condition 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 the PSA 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 figues.
2A.2.5.4 Amendment to Forecast 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 thuthority 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 pexiod 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 Pipei n e O pRespextiveoLicénse) shall be taken

into account before and after the Relevant Charge Date and such adjustments as the
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Authority considers appropriate shall be made to the PS Forecast Annual Quantity,
PS Annual Exit Quantity, PS Initial Firm Capacity, P&détast Required Revenue,
and PS Actual Firm Capacity, and notified to the Designated LBige Operators

and the PSA.

2A.2.6 Year-End Postalised Charges

The YearEnd Postalised Charges shall comprise a “aat Postalised Commodity
Charge calculated imaccordance with Condition 2A.2.6.1 and a YE&ad
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@emental Payment the Licensee shall
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 respeatiofExit
Point on each day during a Gas Year A
accordance with the following formula, the components of which shall be in

relation to Gas Year nt o:

YEPComG = ((PSARRI T, * Commodity Percentagé)Supplemental & mentg
PS Annual Exit Quantity

where:
YEPComC; meanstheYelEnd Postalised Commodity Char gce
PSARRr means the PS Actual Required Revenue ir

T: means any Termination Payments payable in respect of PSniismion Payments

relating to Gas Year dnt o;
APS Annual EOX ime aQusant i ty

the sum of the Annual Exit Quantities (as that term is defined in each Designatdihdipe

Operatorbés Respective Licence) for the rel
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Notwithstanding the prasions of Condition 2A.2.5.1, where the PS Annual Exit Quantity
Is zero, the Commaodity Percentage shall be 0%.

2A.2.6.2 Year-End Postalised Capacity Charge

The YearEnd Postalised Capacity Charge in respect of each kWh/day of Firm
Capacity held by each G&upplier for Exit from any part of the Designated
Net work during a Gas Year Aito shall b

following formula:

YEPCapG = PSARR - T\)* Capacity Percentage
PS Actual Firm Capacity

where:
AYEPCapCiO meansthe YedEnd Post al i sed Capacity Che
PSARR =t he PS Actual Required Revenue in re

T means any Termination Payments payable in respect of PS Transmission Payments

relating to Gas Year it o;

APS Actual kO eans ti@asymaof thet Agtual Firm Capacity (as that
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
Quantty is zero, the Capacity Percentage shall be 100%.

2A.2.6.3 Reconciliation Payments

(a) A Capacity Reconciliation Payment shall be calculated in respect of each Gas Supplier
in accordance with the following formula (which, together with the formula
contaned in Condition 2A.2.6.3(b) below, shall be referred to as the
AReconciliation Payment Formulaedo) and

positive value, and payable to Gas Supp
CapRR;= (YEPCapG- FPCap@ x GS Fim Capacity

where:
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(b) A

fiCapRPsi means the Capacity Reconciliatic
Supplier fisd in respect of Gas Year Ato

AYEPCdp @he an s -EndiPestaléed &apacity Charge applied in respect of

Gas VYear At o;

i F P C aipm@ans the ForecaBlostalised Capacity Charge applied in respect of
Gas Year fAto; and

AGS Firm Capacitysi means the GS Firm Capacity h

respect of Gas Year @t o,

Commodity Reconciliation Payment shall be calculated in respect of each Gas
Suoplier in accordance with the following formula and shall be due from a Gas
Supplier Aso if a positive value, and s

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:

ACOmMRPss0 means the Commodity Reconciliat:i
Supplier fisdo in respect of Gas Year 0Ato
E = (YEPComG- FPComG) x GS Annual 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;

AGS AnnuQ@uantitskXx i means t he Exit Quantitie

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 Supplies subject to a commitment which 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 thfat Supplemental Payment and shall 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, ltlkensee shall
publish in such 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 2AR3, in respect of the next Gas 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 stateitbat ear

End Postalised Charges; 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 Postilised Charges for Gas Year commencing 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 dfecast Postalisation Formulae using 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.31 Recovey of PS NonPayments

2A.3.1

2A.3.2

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 Netwofkode and the provisions of this Licence.
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 seindustry practice would take 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 ey

necessary or appropriate;

(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 PSNdtayne nt ( ADi recti onso)

(©) 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 ay steps taken or being taken to enforce it;
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2A.33

2A.3.4

(i)  if desired, a draft of any Directions it believes appropriate for the
Credit Committee to consider in respect of the PS-Rayment(s);

(iv) all relevant information relating to any proceedings for the
liquidation or winding up of 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 Licensee to 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 infmation shall be updated and 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 become®ccurate with the passage of time; and

(d) notify the Designated Pipiee 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.
Non Payments by other Designated Pipe i ne Oper at orsd Su

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 Supplietif@ to pay PS Transmission Payments invoiced by
another Desighated Pidéne Operator in the event that it believes that the
Designated Pipéine Operator from whose network the defaulting PS Gas Supplier
exits gas has failed to convene the Credit Conemittithin the appropriate period

following a PS NorPayment, or is not fulfilling any Directions.

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 No#Payment Mortt, notify the PSA, all Designated Pipe
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line Operators, all PS Gas Suppliers, and the Authority of the amount of any PS
Non-Payment(s) caused by or relating to its Gas Suppliers arising in that Non
Payment Month which are still outstanding on such date.

2A.3.4.2 The Licensee shall invoice 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 provide 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 Eachmontmo, it he Net NDPb) ®&®®»sati o hee(wibebt N o
calculated by the 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 accruingraspect of late
payments) 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 Accounttogether with any interest paid on such Recoveries;

Z= the sum of all interest charges accrued in relation to NDP in previous
mont hs calculated in resppectanmd eacl
such interesgto)chaasrige being
lom = NDPpm X r

r=  the interest rate from 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.
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(i) Where NDP is positive, ®ebt Payment shall be invoiced to each
Gas Supplier in respect of such positive figure. Such Debt Payment
shall, in reference to Gas Suppli
accordance with the following method:

t he Debt Payment payable by a Gas
be equal to theolver of X and Y:

where:

X = the sum of 10% of the total amount payable by a Gas
Supplier fAso in respect of
invoiced in the month preceding the month in which
the Debt Payment is to be invoiced (such earlier
mont h bongamdh 100% of t he
to Gas Supplier(s) in respect of Reconciliation
Payments in the month in which the Debt Payment is
to be invoiced.

Y = (NDPm + |m) X ( TMPsm.]_)

PSTMRn1
where:
TMPs,a =  Total Monthly Payment, calculated abet sum of

Monthly Postalised 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 Suppliers invoiced in respect of the month

preceding the month when -1d)e; Debt

(i) Where NDP is negative in respect of

ADebt Repayment 0) shal |loe#ckerelgvanyGab | e |
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Supplier (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 Formulao ) :

Debt Repayment t=o-NDPaxs SuADPpsl i er fAso

APSDP
where:
nAD® means the aggregate Debt Payments payable
by a Gas Supplier fAso oV
Period;

ADebt Payme nimear®¢he last whanth preceding mom A mo i n
which a Debt Payment 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
Amo, the period of al/l S

preceding month Amo.

AAFPDPO means the aggregate of Debt Payments
payable by PS Gas Suppliers during the Debt

Payment Period.
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Condition 2A.41 The Postalisation System Administrator

2A4.1 The PSAO6s primary obligations

2A.4.1.1 Subject to Condition 2A.4.1.2, unless the Auttyootherwise directs or consents, the
Licensee shall do all things within its power to:

(@) enter into, before such date as is appointed by the Authority; and
(b) be party at all times thereatfter to

arrangements whereby a person who fulfils the critexicoat in Condition 2A.4.2
(referred to as the fAPostalisation Syst
activities specified in Condition 2A.4.3 pursuant to an agreement between the PSA
and the Designated Pitime Operators which fulfils the criterireferred to in
Conditions 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 hori tyo6s prifite PSAwsror bedorees insoleentsifeahe PSA, in
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 revokedpon such termination the Licensee 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 soughtthe Licensee, such consent shall 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 detailef the proposed termination. 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 tn Condition 2A.4.1.1 above 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 Criteria for appointment of the PSA

2A.4.2.1 The person fulfilling thednctions of PSA from time to time pursuant to this Condition

2A.4 shall:

(a) be a competent, 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 qualifieéind skilled personnel to enable it to

perform the PSA Functions.

2A.4.2.2 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
appointmen is a person approvedly the Authority for the purposes of this
Condition and if that approval has not expired or been revoked.

2A.4.3 The PSA6s functions

2A.4.3.1 The PSA Agreement shall, in accordance with Condition 2A.4.1.1, impose on the PSA

thefolowi ng functions (referred to as the

(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 Operator 6s Re srgcapt fromveach afithe e nc e
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 forxh&ase
Year and the following 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) abovand in any event at least two 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 NoiPaymentspand prompt notification to Designated Pipee
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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 dé#tealculation 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 VA due on such PS Transmission 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 Pel i ne Oper ator fiLc
A mo
Viima = the sum of VAT amounts invoiced by the relevant Designated
Pipel i ne Operator AL o i n
mont hl d)im
Tlima = the sum of all amounts including VAT payable for PS

Transmission Payents
invoiced by the relevant Designated

Pipel i ne Operator ALO i-ho)X he precedi n

TARcm = the sum of all amounts received into the PoT Account from
the relevant Designated Piire Operator
AL0O6s PS Gas Suppliers
i n mawot h nArespect of the amounts referr.

in the definition of the term T},.1 above.

(e) notification to the Designated Pihee Operators of any part or full
settlement of PS NeRayments by PS Gas Suppliers made on or before the
Second Due Date in relan to such PS NoRayments and the issue of
directions to the Trustee to distribute such settlements payments according to
Condition 2A.6.
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(®

9

(h)

on the Debt Notice Date each month the calculation of the Net Debt Position

and each Designated Pipee Operatod s Debt Entitl ement
applicable, any Debt Payment or Debt Repayment to be charged or credited to
each PS Gas Supplier and the issue to Designatedif@p®perators and the

Aut hority of a notice (a fADebtmenNot i c
and/or Debt Repayment arising which shall contain:

(i) details of any PS Notified Debt and interest thereon and any Recovery to

which such Debt Payments/Repayments relate;

(i) details of the relevant Designated Ripe n e Operator 6
Entitlement;
(i) particulars of the 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 o Debt Repayment to permit verification of the

calculations of Debt Payment or Debt Repayment in the Debt Notice.

the calculation of the Yedfnd Postalised Charges and any Capacity
Reconciliation Payments and Commaodity Reconciliation Payments applicable
to each PS Gas Supplier in 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 afteetbnd 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 respect of the previous Gas Year,

the calculation of upstream tariffs as required under the terms of Designated
Pipel i ne Operatorsdé I|icences and notif
Pipeline Operator and the Authority, no latdran the 17 Business Day in

July;
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(J) 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 theamtev
month; and the issue of appropriate directions to the Trustee for the purpose
of implementing Condition 2A.6 so that any such Monthly Distributions are
made to Designated Pitiee Operators as soon as possible and at least within

7 Business Days of ¢hDue 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 Gas Year, the calculation, recording and
notification to the Authority and the Designated Plpee Operators not later
than the 18 Business Day in December of the next Gas Year of the amount
of any Commaodity Reconciliation Paymentiiah would have been payable
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 defired as th
AUnrecovered Postal i(8ataond &Shgimenbeod«

accordance with the following formula:

UNRPR = (YEPComG - FPComG x PS Annual Exit Quantity-
SComRR

where SCOomRR is equal to all Commodity Reconciliation Payments as
dg¢ er mi ned under Condition 2A.2.6.3 (L

(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 iespect of Termination Payments received into

the PoT Account:
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(aa) Dbetween Designated Piténe Operators where two or more
Designated Pipé#ine 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 occurs
and that part of Termination Payments related to future Gas Years, the

allocation to be made such a way that:

(i) 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

(ir) secondly, in respect of Termination Payments related to future Gas

Years.

The PSA shall notify the Designated Ripee 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 Condkidgh24.
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 Designhated-fiegeOperator or PS Gas Supplier

and shall:

(@) require the PSA to fulfil the PSRunctions in a manner which is transparent
and which does not unduly discriminate as between Designatediri@gipe

Operators or PS Gas Suppliers;

(b) require the PSA to institute appropriate arrangements and procedures to
enable the PSA to fulfil the PSA Fuimts in an efficient and economic

manner,

(c) make provision for the modification of the PSA Agreement, in the following

circumstances only:
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(d)

(e)

(f)

9

(h)

(ywith the written consent of the Authority (such consent to be deemed as
having been given at such time when the Autljohas 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 relemt information requested by the

Authority); or

(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 Pifige Operators;

provide for its ternmation in the event that any 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 Atjhasi
far as is reasonably 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 conidy with all applicable laws, 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 Oper#ors;

require the Licensee to @perate 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 opetin of the system of postalised charges in respect of
the Postalised System, provided that the Licensee shall not be required to
provide to another Designated Riioge Operator confidential information,

the provision of which would, or might, in the ojmn of the Authority,
seriously and prejudicially affect the interests of the Licensee or any PS Gas

Supplier or Designated Pigme Operator; and
11t



(i)

2A.4.5

subject to Condition 2A.4.1.2 provide that, except with the consent of the
Authority, the Licensee shall naerminate the PSA Agreement until such
time as a new PSA has been appointed under a PSA Agreement conforming

with all the requirements under this Condition 2A.4.

Licenseebds obligations in relation

2A.4.5.1 The Licensee shall:

(@)

(b)

(€)

(d)
(e)

(f)

9

(h)

promptly dter becoming aware thereof, 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, oreviever so directed by the Authority 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 idgment;

exercise its rights 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 reasofde endeavours to procure 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 promptly with any information it requires to perform the
PSA Functions including copies of all PS Transmission Payment invoices as
soon as reasonably practicabl e, and
would facilitate operation of thsystem of postalised charges in respect of the

Postalised System.
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Condition 2A.51 The Trustee

2A51 The Trusteeds and Account Bankds primary

2A.5.1.1 Subject to Condition 2A.5.1.2, unless the Authority otherwise directs or consents, 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

(i) a person who fulfils the criteria set out in Condition 2A.5.2.1
(referredtoa t he ATrusteeod) carries ou
Condition 2A.5.3 pursuant to an agreement between the Trustee and
the Designated Pipkne Operators which fulfils the criteria referred
to in Condition 2A.5.3 andnd2A. 5.
Account Bank Agreement 0) and wh |

approved by the Authority; and

(i) a person who fulfils the criteria set out in Condition 2A.5.2.2.
(referred to as the fAAccount Banik
the PoT Account pursuant thet Trust and Account Bank Agreement

and which has been and remains approved by the Authority.

2A.5.1.2 The Licensee shall only be entitled to terminate the Trust and Account Bank
Agreement without the Authoritydshepri or
Account Bank is or becomes insolvent; if in the reasonable opinion of the
Designated Pip&ine Operators, the Trustee and/or the Account Bank commits a
material breach of the terms or warranties of the Trust and Account Bank
Agreement; or if any appwal given by the Authority under Condition 2A.5.2.3

expires or is revoked.

2A.5.1.3 Unless the Authority otherwise consents if the Licensee fails to enter into the
arrangements referred to in Condition 2A.5.1.1 above by the date required by that
Conditionthe Licensee shall use its best endeavours to enter into such arrangements

as soon as possible thereatfter.
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2A.5.2 Criteria for appointment of the Trustee

2A.5.2.1 The person fulfilling the functions of Trustee from time to time pursuant to this
Condition2A.5 shall:

(a) be a competent, fit and proper person to fulfil the Trustee Functions having
the systems and controls in place to fulfil those functions; and

(b) have sufficient suitably qualified and skilled personnel to enable it to perform
the Trustee Functian

2A.5.2.2 The person fulfilling the functions of Account Bank from time to time pursuant to this
Condition 2A.5 shall:

(@) be a competent, fit and proper person to provide and administer the PoT
Account having the systems and controls in place to finéise functions;

and

(b)  have sufficient suitably qualified and skilled personnel to enable it to

provide and administer the PoT Account.

2A.5.2.3 The criteria specified in Conditions 2A.5.2.1 and 2A.5.2.2 shall be treated as satisfied
in respect of any @ointment if the Licensee appoints as the Trustee and/or the
Account Bank, as appropriate, a person who at the time of appointment is a person
approvedby the Authority for the purposes of this Condition and if that approval

has not expired or been revake
2A.5.3 The Trusteebs functions

2A.5.3.1 The Trust and Account Bank Agreement shall, in accordance with Condition 2A.5.1.1,
i mpose on the Trustee the foll owing f

Functionso):

@ the maintenance obTaAbeokntofrounto (wt
paid by PS Gas Suppliers in respect of PS Transmission Payments shall be
received, held on trust for and distributed to the Licensee and the other
Designated Pipéine Operators at the intervals and in accordance with the

instructions of the PSA;
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(b)

(€)

(d)

2A.5.4

the receipt into the PoT Account and holding on trust of all monies paid by PS
Gas Suppliers in discharge of PS Transmission Payments;

the distribution of monies from the PoT Account on the instructions of the
PSA; and

providing the PSA promptly with any details concerning payments into and
from the PoT Account as it may require at any time.

Trust and Account Bank Agreement criteria

2A.5.4.1 The Trust and Account Bank Agreement shall not, by object or effect, impose undue

discrimination or confer undue preference on any DesignatedliRgp®©perator

and shall:

(a)

(b)

(€)

require the Trustee to fulfil the Trustee Functions in a manner which is
transparent and which does not unduly discriminate as between Designated

Pipeline Operators

require the Trustee to institute appropriate arrangements and procedures to
enable the Trustee to fulfil the Trustee Functions in an efficient and economic

manner,

make provision for the modification of the Trust and Account Bank

Agreement, in the followg 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 Trust and Account Bank
Agreement of its objection to such dification and the grounds for
such objection within 4 weeks of its receipt of full written details of

the proposed modification); or

(i) in accordance with a written direction made by the Authority to the extent

necessary to ensure consistency with the Lieerfollowing

consultation with the Designated Pilyge Operators;
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2A.5.5

(d)

(e)

(f)

9

(h)

(i

provide for its termination in the event that any approval granted by the
Authority pursuant to Condition 2A.5.2.3 is revoked,

require the Trustee to amperate with the Authority includingvithout
limitation by the sharing of information, both generally and to enable the
Authority as far as is reasonably practicable to monitor whether the Trustee is

continuing to fulfil the Trustee Functions;

require the Trustee to perform its functions ppoign and diligently with
reasonable skill and care, and in conformity with all applicable laws, rules and

regulations;

require the Licensee to @perate with the Trustee: such-gperation shall
include but not be limited to providing the Trustee aneoiesignated Pipe

line Operators with such information as is at the Licensee's disposal which
would facilitate the operation of the system of postalised charges in respect of
the Postalised System provided that the Licensee shall not be required to
provide to another Designated Pifiee 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 Pigme Operator;

subject to Condition 2A.5.1.2, provide that, except with the consent of the
Authority, the Licensee shall not terminate the Trust and Bank Agreement
until such time as a new Trustee has been appointed under a Trust and Bank
Agreement conforming wiit all the requirements under this Condition 2A.5;

and

require the parties thereto to ensure at all times that the terms and conditions
of the Trust and Account Bank Agreement comply with the terms of the

Licence.

Licenseebs obl itogheffruseeds i n relati on

2A.5.5.1 The Licensee shall:

12C



(@)

(b)

(c)

(d)
(e)

()

9

promptly after becoming aware thereof notify the Authority of any material or
persistent breach of any obligation by any party under the Trust and Account
Bank Agreement;

take all reasonable steps to enforcedhkgations of the parties to the Trust
and Account Bank Agreement whenever required, or whenever so directed by
the Authority by written notice, and in accordance with the terms of the
direction;

not knowingly waive any right under the Trust and AccouanlBAgreement
without the prior written consent of the Authority;

comply with its obligations under the Trust and Account Bank Agreement;

exercise its rights to terminate the Trust and Account Bank Agreement

whenever directed by the Authority by writtertice;

immediately notify the Authority if any party to the Trust and Account Bank
Agreement, terminates or gives notice to terminate the Trust and Account

Bank Agreement; and

use its reasonable endeavours to procure that the Trustee performs its
functions promptly and diligently, with reasonable skill and care, and in

conformity with all applicable laws, rules and regulations.
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Condition 2A.6 1 Distributions from the PoT Account and Designated Pipdine Operators
Agreement

2A.6.1 PoT Account Calculationsi Entitlements, Distributions and Payments

2A.6.1.1 The following shall be calculated in accordance with the provisions of this Condition
2A.6.1:

(@) the monthly entitlement of the Licensee to sums from the PoT Account
calculated on the basis of amountgeivable in respect of Monthly

Postalised Payments, Auxiliary Payments, Termination Payments and Debt

Payments;
(b) the YearEnd Amount if any due to or from the Licensee; and
(© the amount to be distributed to the Licensee from the PoT Account on a

monthly basis in respect of (a) and (b) above.
2A.6.1.2 Monthly Entitlements
€) Monthly Postalised Entitlement

The Monthly PostaliG)edofEnktiide msneat il

of a month Amo shall be the | ower of
(i) (TMPT,, +DPly) X FRR;
PSFRR

and

(ii) FRR: + ADPI T AMPE;
Where:
TMPTyh = the aggregate (excluding any VAT on all such amounts) of:

(aa) all Monthly Postalised Payments payable into
the PoT Account, which:
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PSFRR

(b)

FRR: =

PSFRR=

AMPE:=

DPIy =

ADPI =

(1) have their Due Date fallghin month

imo; and

(2) are payable in respect of Postalised
System transmission services provided
in monac, fAbmeing the 1
which gas flowed and the invoice for
which was i sslue;d glnusn

(bb) any Auxiliary Payments payable into theTPAccount
which have their Due Date f
are payable in respect of 1

mont RoAnmal l s;

(cc) any Termination Payments payable in respect of PS
Transmission Payments relat
whi ch mao2not alisf reiteved into the PoT

Account i n month Amo.

the Licenseeds Forecast Requir

Gas VYear it o 2n0 whailclhs ;mont h A m

PS Forecast Required Revenue i

i n which-2montah!l 8m

the aggregate Monthly Postalised Entitlements of the
Licensee in respect of prior
which m@ot hafins;

any interest paid on payments relating to Total Monthly
Payment s i n month Amo teramdt ei ve

before or on the Second Due Date; and

aDPlny X FRR

Debt Entitlement
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The Debt Entd)t lefmebhi cédmd&e ALO calcul a
basis shall be itproportionate entitlement to Debt Payments, comprising:

(i) its entitlement to outstanding Total Monthly Payments for services provided
during a Gas Year and outstanding Debt Payments representing unpaid Total
Monthly Payments relating to that Gas Yesr,each case calculated by
reference to the Licenseebds Forecast
Forecast Required Revenue; plus

(i) its entitlement to debt incurred in respect of YEad Amounts calculated
by reference t oEnd Ameunts due ® it ascagportioie a r
of the sum of all PS YedEnd Amounts that are positive.

calculated as:
DE, = [(Shortfall. i DPE)/(PSShortfalPSDPE)]* (DR, +DPID)
where:

DPE = the aggregate of all Debt Entitlements of the Licensee in respect of

prevous months excluding the interest element, Z.

PSDPE = the aggregate of all Debt Entitlement amounts for all Designated
Pipeline Operators under their Respective Licences in respect of

previous months excluding the interest element, Z.

Shortfall = AE_ T AD_ in all previous months in Gas Years commencing on or
after the Designation Date in respect of each DesignatedliRge

Operator,

PSShortfall =the aggregate all Shortfall amounts for all Designated -Ripe

Operators under their Respective Licence;.

AE_ = the aggregate of all entitlement amounts for the Licensee in respect of all
previous months in Gas Years commencing on or after the

Designation Date.
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AD = the aggregate of all distribution amounts for the Licensee in respect
of all previous monthsn Gas Years commencing on or after the

Designation Date.

DPn= the tot al charges payable by PS (
respect of PS Notified Debt as contemplated by Condition 2A.3.4.1
and as detailed in the applicable Debt Notice;

DPIDn, = Any interest paid on payments relating to Debt Payments in month
Aimo received after the Due Date .
Date.

(c) Termination Entitlement

The Terminati om)Emtfi tLIiecreennstee( MTILED 1 n r el at |
receivedinto the PoT Account from Gas Suppliers to which the Licensee is the Primary
DPO, with respect to future Gas Years as calculated by the PSA according to Condition
2A.4.3.1(n).

2A.6.1.3 Year-End Amountsi Calculation of Entitlement/Obligation

(@ Ayearendamount -E(nidYearount©®) ofr ni¥EApect o
Year shall be calculated in accordance with the following formula, in
relation to which if YEA is a negative figure, the Licensee shall be obliged
to make payment into the PoT Account of timoaint of such figure within
25 Business Days of the date that it receives notice from the PSA of the
relevant amount, and if YEAis a positive figure, the Licensee shall be

entitled to receive the amount of the Y<&nd Amount from the PoT

Account:
YEAL= (ARRy X (PSTMPT+aDPlnt RProwrtDPIR)) - AMPEL
PSARR
Where:
YEAL = YearEnd Amount i n respect of Ga

iLo:;

12¢



ARR = the Licenseebs Actual Requirec

Year At o;
PSARR = the PS Actual Required Revenuen r espect of Gas

PSTMPT = the aggregate of TMRJTas calculated in Condition 2A.6.1.2

(a) in respect of all the mont

RProtal = the aggregate of all Capacity Reconciliation Payments and
Commodity Reconciliation Payents, each in respect of Gas

Year ito and receivable from P

AMPE; ;= the aggregate of Monthly Postalised Entitlements of the
Licensee in respect of Gas Yea
DPIR. = any interest paid on payments relating to Reconciliation

Payments received after the Due Date and before or on the

Second Due Date falling in mon
aDPIl,; = the aggregate amount of interest paid on payments relating to
Tot al Mont hly Payments for Ga

mont h Amo r ec eaeiDate and lzefore erontheh e L

Second Due Date.
2A.6.1.4 Monthly Distributions

The amount of the distribution to be made to the Licensee from the PoT Account in
anymonth(t he #AMonthly Distributiono) shal l
basis of the balamcof monies in the PoT Account, net of any amounts in the PoT
account as a result of any requirement to maintain a minimum account balance and
any interest earned on the PoT account balance, on the date of calculation of the
Monthly Distribution in the red v a n t mont h (month omo) (s
on the PoT Account at t hat date being
shall be entitled to receive by way of Monthly Distribution an amount equal to the
sum of each of DAJ, DA2,, DA3,, DA4,, DA5, ard DA6, calculated as follows:

(@) VAT Distributions
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(b)

(€)

DAl = VAT |
where:

VAT, = the aggregate amount of VAT Distributions for the Licensee
as calculated by the PSA according to Condition 2A4.3.1 (d)

Distribution to enable Licensee to fulfil obligation to reimburse Gas
Suppliers

Where the Licensee is obliged to reimburse any sum to one or more of its
Gas Suppliers in accordance with this Part 2A of the Licence and the
Network Code then DA2shall be a sum equal to G$Rovided that if no

such payment ipayable by the Licensee to any of its Gas Suppliers in the
relevant month DA2shall be zero.

Where:

GSR = the aggregate amounts that the Licensee is required to
reimburse to its Gas Suppliers in relation to PS Transmission
Payments in accordance withghrart 2A of the Licence and
the Network Code;

Year-End Amount Distributions

In the month following a month in which Reconciliation Payments have
been invoiced to one or more PS Gas Suppliers a distribution in respect of

YearEnd Entitlement DA3shallbe calculated as follows:
() Wi PSDAli PSDA2 o PSYEA
then DA3 shall be a sum equal to YEAor
(i) Wi PSDAli PSDA2 < PSYEA
then DA3 shall be calculated as follows:

DA3.= (W1 PSDALli PSDA2) X YEAu
PSYEA



Provided that if YEA is a negtive figure then DA3shall be zero.
where:

w = the balance of monies in the PoT Account, net of any amounts in the
PoT Account as a result of any requirement to maintain a minimum

account balance and any interest earned on the PoT Account balance

PSDA1 = the aggregate of all DAlfigures for all Designated Pigdae
Operators under their Respective

PSDA2 = the aggregate of all DAZ2figures for all Designated Pigdae
Operators under their Respective

YEA: =the YearEnd Amount calculated in accordance with Condition 2
A.6.1.3;

PSYEA = the aggregate of all positive YeBnd Amounts for all Designated

Pipeline Operators under their Respective Licences;
(d) Monthly Postalisation Distributions
(i) If Wi PSDALli PSDA2i PSDA3 o PSMPE
then DA4 shall be an amount equal to MPBr
(ii) If Wi PSDALli PSDA2i PSDA3 < PSMPE
then DA4 shall be calculated as follows:
DA4, = (W7 PSDA1li PSDA2i PSDA3) x MPE
PSMPE
where:

PSDAl1 = the aggregate ofllaDAl_ figures for all Desighated Pidae

Operators under their Respective

PSDA2 = the aggregate of all DA2figures for all Designhated Pidae
Operators under their Respective
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PSDA3 = the aggregate ofllaDA3, figures for all Designated Pigdee

Operators under their Respective

MPE. m = the Monthly Postalised Entitlement of the Licensee calculated in
accordance with Condition 2A.6.1.2(a) above;

PSMPE = the aggregate of all MonthlPostalised Entitlement figures for all
Designated Pipéne Operators under their Respective Licences for
mont h Amo,;

(e)  Termination Distributions
(i) If Wi PSDA1li PSDA2i PSDA3i PSDA4 O PSTE
then DAY shall be a sum equal to T.Br
(i) If Wi PSDALli PSDA2i PSDA3- PSDA4 < PSTE
then DAS shall be calculated as follows:
DA5, = (WTi1 PSDALli PSDA2i PSDA3i PSDA4) x TEim
PSTE
where:

PSDA1 = the aggregate of all DAlfigures for all Designated Pigae

Operators under their Respectlve c ences f or mont h

PSDA2 = the aggregate of all DAZ2figures for all Designated Pigae

Operators under their Respective

PSDA3 = the aggregate of all DA3figures for all Designated Pigae

Operators under their Respectlvée c ences f or mont h

PSDA4 =  the aggregate of all DA4figures for all Desighated Pidae

Operators under their Respective

TEm= the amount, if any, payable to the Licensee in respect of Termination

Payments received intoglPoT Account under the Network Code in
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mont h fimd whi ch

relate to Gas

Y e .

termination occurs as calculated by the PSA under Condition

2A4.3.1 (n); and

PSTE =the aggregate of all Tk figures for all Designhated Pidae Oper#ors

under their Respective

()] Monthly Debt Payment Distributions

(i

(ii)

If Wi PSDA1i PSDA2i PSDA3i PSDA4 P SD A 5 PSDE

then DAG shall be a sum equal to Rr

If Wi PSDAli PSDA2i PSDA3 PSDA4iPSDA5 < PSDE

then DAG shall be calculated as follows:

DA6. = (Wi PSDALli PSDA2i PSDA3i PSDA4- PSDAS) xDE.

where:

PSDA1 =

PSDA2 =

PSDA3 =

PSDA4 =

PSDAS =

PSDE

the aggregate of all DAlfigures

Operators under

the aggegate of all DAZ2 figures

Operators under

the aggregate of all DA3figures

Operators under

the aggrgate of all DA4 figures

Operators wunder

the aggregate of all DAS5figures

Operators under

DE n=the Debt Bt i t | e ment of

for all Desighated Pidae

their

Respect.i

for all Designated Pidae

t heir

Respect.

for all Designated Pidae

t heir

Respect.

for all Designated Pidae

t heir

Respect.

for all Designated Pigae

t heir

t he

accordance with Condition 2A.6.1.2(b) above;
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PSDE =the aggregate of all Debt Entitlement figures for all Designated-IPipe
Operators under their Respective

2A.6.2 Inter-Designated Pipeline Operators Provisions
2A.6.2.1 Designated Pipéne Operators Agreement

Unless the Authority otherwise consents, the Licensee shall on or before a date
appointed by the Authority enter into and be a party at all times thereafter to a
binding agreement with the other Designated Hipe Operators which complies

with the criteria specified in Condition 2A.6.2.2 and which is in a form approved in

advance by the Authority pursuant to which it will:

(a) act together with the other Designatige line Operators to appoint and-re
appoint the PSA from time to time;

(b)  establish the PoT Account and appoint andppoint the Trustee and/or the

Account Bank from time to time;

(© in conjunction with other Designated Pifpee Operators, enforcthe PSA

Agreement and the Trust and Account Bank Agreement; and

(d)  undertake to the other Designated Fipe Operators (in consideration of
equivalent undertakings) to issue invoices promptly and accurately, and to

give effect to common payment termslamedit arrangements,

and which will contain such other provisions for the efficient operation of a system
of PS Transmission Payments as the DesignatedliRgp©perators may agree and

the Aut hority may apimre Opeator§ Agleee nmitDoe)s.i g n a
2A.6.2.2 Designated Pipd i ne Operators6 Agreement Criterdi

(@) The Designated Pipei ne Oper atorsé Agreement
effect, impose undue discrimination or confer undue preference on any

Designated Pipéne Operator or PS Gas Suigp and shall:

0] ensure the PSA, the Trustee and the Account Bank institute

appropriate arrangements and procedures to enable the PSA to fulfil
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the PSA Functions and the Trustee to fulfil the Trustee Functions in

an efficient and economic manner;

(i) make provision for the modification of the Designated Ripe

Operators Agreement in the following circumstances only:

(aa) with the written consent of the Authority (such consent to be
deemed as having been given at such time when the Authority
has not ent written notice to the parties to the Designated
Pipeline Operators Agreement of its objection to such
modification and the grounds for such objection within 8
weeks of its receipt of full written details of the proposed
modification); and

(bb) in accadance with a written direction made by the Authority
to the extent necessary to ensure consistency with the
Licence, following consultation with the Designated Fipe

Operators.

(b) The Designated Pipei ne Oper atorsd Agr eeimnent
on the Licensee to eoperate with the other Designated Plijpe Operators.
Such ceoperation shall include but not be limited to providing the PSA and
other Designated Pigene Operators with such information as is at the
Licensee's disposal (othéhan 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 Pipéine Operator) and which would facilitate tbperation of a

system of PS Transmission Payments in respect of the Postalised System.
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Condition 2A.7 1 New Licence Requirements relating to the Network Code

2A.7.1 At any time when, and to the extent that, a Designation Order is and remains in
force inrespect of all or part of the Network the following provisions shall
apply in relation to the Licenseeods

procedures for the modification of its Network Code.

2A.7.2  The relevant objective, the achievement of whichasbe facilitated by the
Licenseeods Net wor k Code, shall i ncl u
economic arrangements for a system of common tariffs in respect of the
Licenseebds Designated Network and the
defined in the tence of each other Designated Flipe Operator) of all other

Designated Pipéine Operators.

2A.7.3  The procedures which the Licensee is required to establish and implement for the

modification of the Network Code shall provide:

(a)  for all other Desigated Pipdine Operators and PS Gas Suppliers to be
consulted by the Licensee in relation to any modification of the
Network Code proposed by the Licensee or any other party entitled to

raise such proposals;

(b)  for all other Designated Pidane Operatos and PS Gas Suppliers to be
notified as soon as possible of any proposed modification put forward

by the Authority or by any PS Gas Supplier;

(c) that in proposing or reporting on any modification, the Licensee shall
have regard to the impact that suchdification might have on the
operation of any other Designated Pipe ne Oper ator 6s ne

and
(d) where appropriate, for joint reports to be prepared.

2A.7.4 The Licensee shall consult all other Designated -kijge Operators and the PS

Gas Supplies before proposing any modification to the modification rules.
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PART 37 THE SPECIAL CONDITIONS

Condition 3.17 Allowed Revenue Determination

3.1.1General

(a)Without prejudice to any other provisions of the Licence, the Authority shall be
entitled onreasonable prior notice to inspect those records of the Licensee
reasonably sufficient to enable it to satisfy itself as to the matters which are
the subject of this Condition 3.1.

(b)The Licensee shall in submitting or calculating any forecasts omaists
required to be submitted or calculated under this Condition 3.1 or under the
Authority Direction (as defined in Condition 3.1.7.1)se all reasonable
endeavours to ensure that it submits or calculates the best forecasts or
estimates reasonably achade, based on the most comprehensive, current

information obtainable at the time of submission or calculation.

(c)Save where this Condition 3.1 otherwise provides, words and expressions used in
this Condition 3.1 which are defined elsewhere in the ldeeor in the
Authority Direction, shall have the meaning given to them elsewhere in the

Licence or in the Authority Direction (as the case may be).

3.1.2 Allowed revenue recovery during period of designation

(a)In respect of any Gas Year (other thamthe case of (i) below, the Gas Year
which commenced on*1October 200) for so long as a Designation Order
is and remains in force in respect of all or any part of the Network, the

Licensee shall ensure that:
() its Forecast Required Revenue to bdfisat to the Authority and the

PSA in accordance with Conditions 3.1.2(b) and 3.1.2(d) shall be

calculated in accordance with Condition 3.1.3; and
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(i) its Actual Required Revenue to be notified to the Authority and the
PSA in accordance with Condition132(e) shall be calculated in
accordance with the formula set out in Condition 3.1.4.

(b) No later than the fifteenth Business Day in June in each Gas Year, the
Licensee shall provide to the Authority its calculation of Forecast Required
Revenue for theext Gas Yeaand the following four Gas Yeategether
with such explanation and supporting information as the Licensee considers
to be reasonably necessary to permit the Authority to be satisfied that the
Forecast Required Revenue is a reasonable fdrétasccordance with
Condition 3.1.1(b).

(© If, by not later than two weeks after the provision of the calculation of
Forecast Required Revenue pursuant to Condition 3.1.2(b), the Authority,
having considered the Lice®materea8s f or
may be submitted by the Licensee, notifies the Licensee, by notice
accompanied by an explanation of its conclusions, that it considers that the
forecast supplied is not a reasonabl
Required Revenue for theext Gas Year, the Licensee shall review the
forecast in the | ight of the Aut hori
forecast to the Authority within fourteen days of the date of the notice,

which, for the avoidance of doubt, may be the same as theairigiecast.

(d) No later than the fifteenth Business Day in July in each Gas Year the
Licensee shall provide to the PSA its calculation of Forecast Required
Revenue, pursuant to Condition 3.1.2(b), with any variation made thereto
pursuant to Condition.3.2(c), in respect of the next Gas Yeard the
following four Gas Yeardor the purpose of calculation of the Forecast

Postalised Charges in accordance with Part 2A of the Licence.

(e)No later than the tenth Business Day in November after the endlofGes Year
the Licensee shall provide to the Authority and to the PSA its calculation of
Actual Required Revenue and shall, at the same time, provide to the

Authority such explanations and supporting information as may be
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reasonably necessary to permie tAuthority to verify that the Actual
Required Revenue has been calculated in accordance with the formula set
out in Condition 3.1.4.

() No later than ten Business Days after the end of each Quarter, the Licensee shall
provide the Authority, other Desigted Pipeline Operators and all PS Gas
Suppliers with a report setting out
forecast of the revenue it requires comprised in its Forecast Required

Revenue for the Gas Year in which the Quarter falls.

3.1.3The ForecastRequired Revenue

(a) The Forecast Required Revenue of the Licensee in respect of the @asvhvieh
commenced on 1 October 20®hall be an amount to be determined by the
Authority and notified to the Licensee on or before the date that the Licence comes

into full force and effect.
(b) The Forecast Required Revenue of the Licensee in respect of each subsequent Gas
Year (other than any Gas Year which is a Post Finance Gas Year) shall be:

(i the Licensee's forecast of (aa) (bb) and (cc) below, namely:

(aa)  the Fixed Amount for such Gas Ye&which is represented by the term A
in the formula set out in Condition 3.1.4(IpJus

(bb)  the amount of the Eligible Pa3$irough Costs for such Gas Ye@vhich is
represented by the termiB the formula seout in Condition 3.1.4(b)plus

(co) the Postalisation Adjustment for such Gas Ye@vhich is represented by
the term Ein the formula set out in Condition 3.1.4(b))

Minus

(i) the Licensee's forecast of (da)dee) below, namely:
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(dd)  the Raio Account Credit for such Gas Yedwhich is represented by the
term D in the formula set out in Condition 3.1.4(pJus

(ee) the Insurance Recoveries for such Gas Yganich is represented by the
term E in the formula set out in Condition 3.1b3).

3.1.4 Actual Required Revenue

(a)The Licensee's Actual Required Revenue (BR& any Gas Year shall be the
amount determined in accordance with the formula set out in Condition
3.1.4(b) for such Gas Year.

(b)The formula for the calculation dfie Licensee's Actual Required Revenue is as

follows, namely:

ARRt = (At + Bt + C[+Z*(St)) - (Dt + Et)

3.1.5Definition of Formula Terms

As used in the formula in Condition 3.1.4 and elsewhere in this Condition 3.1:

t

denotes a Gas Year;

+1 = denotes the Gas Year which immediately precedes the Gas Year for the
purposes of which any forecast or calculation is made in accordance
with this Condition 3.1 (and the subscrip2 tshall be construed

accordingly);

A: = in respect of any Gas Year, thxéd Amount for such Gas Year;

B: = in respect of any Gas Year, the Eligible Paksough Costs for such Gas
Year;

Ci= in respect of any Gas Year, the Postalisation Adjustment for such Gas
Year;

S= in respect of any Gas Year, the Approved Surplusroeted by the

Authority in accordance with Condition 3.1.6 and notified by the



Authority to the Licensee on or before the eighth Business Day in
November following the end of such Gas Year;

Z= in respect of any Gas Year, a factor between 0 to 1, asrdeéel by
the Authority for such Gas Year and notified by the Authority to the
Licensee on or before the eighth Business Day in November following
the end of such Gas Year;

D: = inrespect of any Gas Year, the Ratio Account Credit for such Gasafehar;

E: = inrespect of any Gas Year, the Insurance Recoveries for such Gas Year;

3.1.6 Approved Surplus Determination

(a) The formula for the calculation of the Approved Surplus in any Gas Year shall be as
follows, namely:

S =(BCQi ACO) + ARR

If S; is less han zero, it shall be deemed to be zero.

BCO = the amount determined in accordance with Condition 3.1.6 (b) for
Gas Yeag
ACO; = the amount determined in accordance with Condition 3.1.6(c) for Gas

Year
1
and whereARF, = § gBCQ, -ACQ,) -(Z% *$)
i=3
where; is each Gas Year in the period of the three previous Gas Years before Gas Year

(b) Determination of BCO
(i) The Licensee may at any time and shall no later than:
(aa) the first Business Day of July 280and
(bb) the first Business Day of July of every third subsequent year

submit to the Authority, in a format to be approved by the Authority, an
estimate of its Controllable Operational Expenditure (as defined in Condition
3.1.6(d)) for each of the next three Gas Years, together with such explanation

and supporting informatioras the Licensee considers to be reasonably
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(ii)

(iii)

(iv)

v)

necessary to permit the Authority to verify that such estimates are reasonable
estimates in accordance with Condition 3.1.1(b).

The Licensee shall provide such further information or explanation and
access to docoents and records as the Authority reasonably requires for
the purpose of verifying the Controllable Operational Expenditure
estimates (including, without limitation, all figures, costs, estimates and
assumptions comprised in or underlying those estimategtcordance
with Condition 3.1.6(b)(i).

The Authority shall, no later than 28 days following its verification of the
Controllable Operational Expenditure estimates in accordance with
Condition 3.1.6(b)(i), notify to the Licensee the amount of BCO (b#iag

sum of the amount of each item of Controllable Operational Expenditure
determined to be reasonable by the Authority) that it considers appropriate
for each of the next three Gas Years. The Authority shall provide details
of any changes that it has ch@ t o t he Licenseeos
Controllable Operational Expenditure and the reasons for them and give
the Licensee an appropriate period (being not less than fourteen days) to

comment on them.

[

After consideration of ttdhie Cohditicne ns e e 6

3.1.6(b)(iii)), the Authority shall notify the Licensee in writing of its
determination of the amount of BCO for each of the next three Gas Years,
which, for the avoidance of doubt, may be the same as the amount that the
Authority notified © the Licensee in accordance with Condition
3.1.6(b)(iii).

Revision of BCO

The Authority may, following a written request from the Licensee to
review BCO for any Gas Year, provided that, if such a request is made in
respect of the current Gas Year, suchuest is submitted before Bbf

August in that Gas Year, to take into consideration any fact or matter that

has arisen following the Authorityos
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3.1.6(b)(iv), conduct a review of BCO for that Gas Year. The Licensee
shall provide such information and explanation and access to documents
and records as the Authority reasonably requires for the purpose of
conducting its review. Before making any changes to its determination of
BCO, the Authority shall provide details dfet changes and the reasons for
them and give the Licensee an appropriate period (not being less than
fourteen days) to comment on t hem.
comments, the Authority shall notify the Licensee in writing of its
determinatiorof the revised BCO for the relevant Gas Year, which, for the
avoidance of doubt, may be the same as the amount that the Authority
notified to the Licensee in accordance with Condition 3.1.6(b)(iv).

(c) Determination of ACO

(i) The Licensee shall, no later thahe first Business Day of November
following the end of each Gas Year, submit to the Authority, in a format to
be approved by the Authority, a statement detailing the amounts of
Controllable Operational Expenditure actually incurred by the Licensee in
that Gas Year.

(i) The Licenseebs ACO for each Gas Year
amounts of Controllable Operational Expenditure referred to in the

statement submitted in accordance with Condition 3.1.6(c)(i).

(dDefinition of AIComdlr oEX@madhei Opree @t

For t he pur poses o f Corntrdilable Opeatiomhi t | o n
Expendituredo s hal | comprise those categori e:
within the control of the management of the Licensee, such categories to be
agreed in writhg between the Licensee and the Authority no later than the first
Business Day of June 28@nd may be amended by the agreement of the
Authority and the Licensee from time to time. In the absence of agreement
between the Licensee and the Authority, theh&duty shall determine the

categories of expenditure that comprise Controllable Operational Expenditure

and notify the Licensee of its decision in writing.
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3.1.7 Authority Direction and Definitions

3.1.7.1  Words and expressions used in Condition 3at.8lsewhere in this Condition 3.1
(including Fixed Amount, Eligible Passhrough Costs, Ratio Account Credit and
Insurance Recoveries and Final Repayment Date) which are not defined in the
Licence shall have the meanings given to them in a direction"&btthority
Direction") issued by the Authority to the Licensee for the purposes of this
Condition 3.1.7.1.

3.1.7.2 As used in this Licence:

fiPostalisation Adjustmend means, i n r espedhe aggreghte any

(which may be positive or negatjvef the amounts set out in (i), (i) and (iii) below:

() costs and expenses, losses and/or liabilities incurred or to be incurred
by the Licensee in Gas Yeaassociated with the PSA and/or the

Trustee under the agreements under which they are apgiointe

(i)  amounts due in respect of Commodity Reconciliation Payments in

Gas Yeat, calculated according to the following formula:

UNRPT x (1+RE}> x[CPI; ] x [ ARR 2 ]
CPlk. PS ARR;

where:

UNRPT., = the Unrecovered Postalisation Payment as calculated by the
PSA in respect of Gas Yegy,

CP} = the forecast of the absolute value of the General Index of

Consumer Priceg All items (1996 =100) as published by the
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Office of National Statistics (Series Identifier CHVJ) for Gas

Yeary, as published in the precedi
Bank of England Inflation Report 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 Prices (1996 = 100);

CPl» = the absolute value of the General Index of Consumer Pirices
All items (1996 =100) as published by the Office of Nia&b
Statistics (Series Identifier CHVJ)for Gas Yeatr.,, 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 Pfices
All items (1996 =100);

ARR:2 =t he Licenseeds Actual Requidy;r ed Rev
PS ARR, =the sum of the Actual Required Revenues (as defined in the
Respective Licence of each Designated Hipe Operator) of

all Designated Pie-line Operators in respect of Gas Yegr

RE

the applicable real interest rate, which is calculated as the one year
LIBOR rate, as published on the 10th Business Day of

June in Gas Yea#, plus 2% minus a CPI factor, calculated as:

LIBOR rate% + 2%- ([(CPl/ CPk4) i 1] x 100);

CPLki1 =  the absolute value of the General Index of Consumer Prickk
items (1996 =100) as published by the Office of National
Statistics (Series Identifier CHVJ)for Gas Year.;, or if such
index is not aviable the latest CPI figure published in Gas
Year; (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 Prices All items (1996 =100));
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(i) such amount as the Authority 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 efficient, economic and e€o

ordinated gas industry in Northern Ireland;

"Predecessor Conveyance Licentemeans the licence to convey gas dafied
January 200@ranted to the Licensee under Article §&))of the Order, which was
revoked by théAuthority atthe time of grant of the Licen@nd any other licence to
convey gas held by the Licensee prior to the time that such licence came into effect

3.1.7.3 The Authority Direction shall not be capable of being revoked or modified without
the prior written cosent of the Licensee, but shall, in accordance with its terms, not
have effect in relation to any Gas Year which commences on or after the Final

Repayment Date.

3.1.7.4 The Licensee shall perform any obligation imposed on it by the Authority Direction.

3.18 Allowed Revenue after Final Repayment Date

3.181 Not less than 12 months prior to the date which the Licensee anticipates will be

the Final Repayment Date the Licensee shall submit to the Authority:

(i a proposal as to the formula to be usedcflculation of its allowed
revenue recovery from conveyance charges (fraal Allowed
Transmission Revenu®) in respect of Post Finance Gas Years (as
defined in Condition 3.8.2) (the Proposed Formuld); and

(i) a forecast of the amount of its BbtAllowed Transmission Revenue

in respect of the first five Post Finance Gas Years (the

fiForecasd ) ;
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3.182 The Licensee shall, in setting its charges for the conveyance of gas for each Gas
Year which starts after the Final Repayment Date (such Gas Yearg
"Post Finance Gas Yearsand the expressiorFinance Gas Year$ shall
be construed accordingly) shall do so in accordance with such arrangements
as are agreed by the Authority having regard to the principle that the
Licensee shall be entitled tocedve by way of conveyance charges:

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

(b) the costs incurred by the Licensee deemed necessary or appropriate by the

Authority to expand, reinforce and renew Nhetwork

(c) during the Post Finance Gas Years which end prior to the date on which an expert
appointed by t EExpertd.)l cams e e i ddthes fAt hat
decommissioning works as described below Ww# commenced, revenues
which (when aggregated with any revenues recovered by it during Finance
Gas Years in respect of the costs of decommissioning pursuant to the
Authority Direction) are sufficient to fund the expected costs (as determined
by the Expertpf carrying out such works of decommissioning of ltetwork
as are required to be carried out pursuant to applicable law and the contractual
obligations of the Licensee. The remit of the Expert shall be the assessment of
the nature and extent of the deamissioning works which are required and
the likely costs of those decommissioning works; and

(d) the aggregate of the amounts calculated under (a), (b) and (c) above will be
reduced by the amount of any free surplus cash (excluding, for the avoidance
of doubt, any cash which is held in a fund or reserve for the purpose of
financing future costs or decommissioning costs) available to the Licensee for

payment of the costs referred to in (a), (b) and (c) above.

3.18.3 The Licensee shall promptly provideich further information or explanation and
access to documents and records as the Authority reasonably requires for the
purpose of verifying that the Proposed Formula and the Forecast submitted to it by

the Licensee comply with the principles set ouCondition 3.18.2.
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3.18.4 The Authority may, following review of the Proposed Formula and the Forecast, by
written notice (including, where approval has been given by the Authority pursuant
to Condition 3.18.4(ii), details of the amendments made by theharity and the
reasons for them) to the Licensee:

() approve the Proposed Formula and the Forecast. The Proposed
Formula shall then be the basis for calculating Total Allowed

Transmission Revenue; or

(i) approve the Proposed Formula and the Forecash witich
amendments as it deems necessary or appropriate to ensure

compliance with the basis of calculation set ou€andition 3.18.2.

3.18.5 In the event that the Authority gives its approval under Conditio.3(li) (in this
Condition 3.18.5, the Approvalo } :

(i  the Approvalshall not have effect for 28 days commencing with the

date of the notice of th&pprovat

(i) the Licensee may within 28 days of the date of the notice of the
Approvalrequest the Authority by written notice to the Autibp(a
"disapplication notic€’), not to apply the provisions of Condition

3.18.4(ii) in which event thé\pprovalshall not apply;

(i) unless within three months of the date of the disapplication notice the
Authority makes a reference to the Competit@ommission under
Article 15 of the Order relating in whole or part to a modification of
this Condition 3.1, then the Proposed Formula and the Forecast (in
the form originally proposed by the Licensee under Condition
3.18.1) shall apply as if approveldy the Authority pursuant to
3.18.4(i);

14=



(iv) in the event of such a reference to the Competition Commission under
Condition 3.18.5(iii), and if the Competition Commission finds that
the continuation of this Condition 38L.without modification
operateor may be expected to operate against the public interest,
then until this Licence shall be modified in accordance with the
Order as a result of that reference and any findings by the
Competition Commission, then the Proposed Formula and the
Forecast (in e form originally proposed by the Licensee under
Condition 3.18.1) shall apply as if approved by the Authority
pursuant to 3.8.4(i).

3.19 Termination Payments

3.110

If the Licensee receives any sums due under the Network Code upon the termination
of a GasSupplier's Accession Agreement in respect of future Gas Years following
the Gas Year in which the date of termination occurs, the Authority shall amend the
Forecast Required Revenue and Actual Required Revenue to take account of such

payment, according t@ methodology agreed with the Licensee.

Payments for Previous Use oNetwork

The Licensee shall be entitled to invoice and receive (or, if already invoiced prior to
the grant of the Licence, to receive), pursuant to the Licence and the Netwawk Co

any charge or other amount in respect of the conveyance of gas through the
Networkat any time prior to theoming into effect of thikicence and which (if the
Predecessor Conveyance Licence had remained in full force and effect in
accordance with itserms) the Licensee would have been entitled to invoice and
receive (or, as the context requires, to receive) after the time of revocation of the
Predecessor Conveyance Licence in accordance with the Predecessor Conveyance
Licence and the Network Code.
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Condition 3.2 Corporate Governance

3.2.1The Licensee shall at all times when the Licence is in force and for so long as the

Licensee remains the holder of the Licence:

() comply with the terms of its Memorandum and Articles of
Association;

(i)  not make ay change to its Memorandum and Articles of Association
or either of them without the prior written consent of the Authority;

(i) have norexecutive directors of appropriate standing with relevant
experience who shall be greater in number than the awecut
directors;

(iv) refrain from taking any action which would cause the Licensee to be
in contravention of any of the Conditions of the Licence; and

(v) to the extent they are appropriate to the circumstances of the
Licensee, comply with the principles danguidance of the
Combined Code on Corporate Governance for the time being

annexed to the Listing Rules of the UK Listing Authority.

3.2.2The Licensee shall procure that Northern Ireland Energy Holdings Limited, the
company limited by guarantee whichtas become the ultimate holding company of
the Licensee (theHolding Company"), shall deliver to the Authority not later than
seven days after the date on which the Licence comes into full force and effect, a
legally enforceable undertaking from the HolglitCompany in favour of the
Authority, which is expressed to remain in force for so long as the Licensee remains
the holder of the Licence, in which the Holding Company undertakes to the
Authority that:

() it shall comply with, and shall procure that kaother holding
company (which expression shall in this Part 3 have the meaning
given to it in Article 4 of the Companies (Northern Ireland) Order
1986) of the Licensee shall comply with, the terms of its

Memorandum and Articles of Association;



(i) it shdl not make, and shall procure that no other holding company of
the Licensee shall make, any change to its Memorandum and
Articles of Association or either of them without the prior written
consent of the Authority;

(i) it shall, and shall procure thatae&h other holding company of the
Licensee shall, exercise all such rights as are available to it to
procure that each of it, each other holding company of the
Licensee and the Licensee itself shall have-ewecutive directors
of appropriate standing withelevant experience who shall be
greater in number than the executive directors;

(iv) it shall refrain, and shall procure that each other holding company of
the Licensee shall refrain, from taking any action which would
cause the Licensee to be in contrai@n of any of the Conditions
of the Licence;

(v) it shall continue to be a company limited by guarantee within the
meaning of Article 12 of the Companies (Northern Ireland) Order
1986;

(vi) it shall not permit any change of control of the Licensee gprogimer
holding company of the Licensee to occur without the prior written
consent of the Authority;

(vi)) to the extent that they are appropriate to the circumstances of the
company in guestion, it shall comply with, and procure that each
other holding cmpany of the Licensee complies with, the
principles and guidance of the Combined Code on Corporate
Governance for the time being annexed to the Listing Rules of the
UK Listing Authority.

For the purposes of this condition, there is a change in the cafittbé Licensee
whenever a person obtains control of the Licensee who did not have control of the
Licensee when this Licence was granted; andsaabions (2) and (4) to (6) of Section

416 of the Income and Corporation Taxes Act 1988 shall apply for uipoge of
determining whether for the purposes of this paragraph a person has or had control of

the Licensee, but at any time should no person have control then for the words "the
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greater part" wherever they occur in the said-sedtion (2) there shall sbstituted
the words "onehird or more".

3.2.31In this Condition 3.2, a reference to the memorandum and/ or articles of assooiation
the Licensee, the Holding Company or any holding company of the Licensee shall be
a reference to its memorandum and/dgickas in force at théme the Licence comes
into full force and effect as varied from time to time in accordance with the provisions
of Condition 3.2.1 (ii) or 3.2.2 (ii).

3.2.4The Licensee shall inform the Authority without delay when:

(i anew Directofof it or a holding company) is appointed;

(i) the resignation or removal of a Director takes effect; or

(i) any important change in the functions or executive responsibilities of

a Director occurs.

The Licensee shall notify the Authority of the effeetdate of the change and, in the
case of an appointment, whether the position is executive eexenutive and the

nature of any specific function or responsibility.

3.2.5The Licensee shall procure that each Related Company shall prepare annualragcounti
statements in accordance with UK generally accepted accounting principles and
practices (as defined in Condition 1.2.11 of Part 1) and send a copy of the statements
to the Authority within a period of 10 months from the end of the financial year to
which the relevant statements relate. Where used in this Part 3, "Related Company"
means (a) the Holding Company (b) each other holding company of the Licensee

and (c) each Joint Support Company (as defined in the Authority Direction).

3.2.6The Licensee slianot carry on any business or activity other than the Licensee's
Business. In this Condition,Licensee's Businessmeans the business of the

Licensee in conveying, or participating in the conveyance of, gas through the
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Networkand all activities and ntgers connected or incidental thereto (including the
entering into and performance of the financing documents which will be entered into
at or about the time at which the Licensee becomes a wholly owned subsidiary of the
Holding Company) and any other aaies and matters (including any social

enhancement projects) approved by the Authority from time to time.

3.2.7The Licensee shall not own any shares in any company or (other than in the ordinary

course of business) any other investments.

3.2.8 Without prejudice to Condition 1.12 of Part I, the Licensee shall not without the written
consent of the Authority after disclosure of all material facts by the Licensee to the

Authority:
(a)create 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 of any obligation otherwise than:

() onanarm's length basis;

(i) on normal commercial terms;

(i) for a Permitted Purpose; and

(iv) (if the transaction is within themabit of Condition 1.12.1 of Part 1) in
accordance with Conditions 1.12.2 to 1.12.4 of Part I;

provided that nothing in this Condition shall prevent the Licensee
guaranteeing any obligation owed by a Related Company where the

obligation has been or is t@ lincurred for a Permitted Purpose;

(b)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:

() repayment of capital or a distribution or other returnas$ets on a

winding-up;
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(i) payment properly due for any goods, services or assets provided on an

armbébs |l ength basis and on nor mal

(i) a transfer, lease, licence or loan of any asset, right or benefit on an

arm's length basis and on normal conuraiterms;

(iv) repayment of any loan or payment of any interest on such a loan on an

arm's length basis and on normal commercial terms;
(v) payments for group corporation tax relief;

(vi) a loan not prohibited by Condition 3.2.8(c); or

(c)make loans to any affiliater related undertaking of the Licensee, other than
loans for a Permitted Purpose.

3.2.9As used in Condition 3.2.8:

"indebtednes$ means all liabilities now or hereafter due, owing or incurred,
whether actual or contingent, whether solely or jointlyhwany other person and
whether as principal or surety, together with any interest accruing thereon and all

costs, charges, penalties and expenses incurred in connection herewith;

"Permitted Purposé' means the purpose of all or any of the following:

(a)the Licensee's Business;

(b)without prejudice to the generality of paragraph (a), any payment or transaction
lawfully made or undertaken by the Licensee in relation to the disposal of
or relinquishment of operational control over any relevant asset in

accordance with Condition 1.12 of Part I;

(c)without prejudice to the generality of paragraph (a), any payment or transaction
lawfully made or undertaken by the Licensee for a purpose within
Condition 3.2.8(b).
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Condition 3.3 Operational Obligations

3.31 The Licensee shall perform its functions, acting as a Reasonable and Prudent
Operator, with respect to tietworkin such manner as it considers is best designed
to secure the objectives of:

(i) maintaining the capacity and functionality of thetwork; and

(i) optimising the efficiency, reliability, availability and operational life of the
Network

"Reasonable and Prudent Operatdr or "RPO" means a person acting in good
faith with the intention of performing its obligations under the Licence and who in
so doing and in the general conduct of its undertaking, exercises that degree of skKill,
diligence, prudence and foresight which would reasonably and ordinarily be
exercised by a skilled and experienced operator complying with applicable law and
engaged inthe same type of undertaking and under the same or similar

circumstances and conditions.
3.3.2Procurement

(a)The Licensee shall contract for the provision of such Network Services as the
Licensee considers appropriate acting as a Reasonable and Prudent
Operator in order to enable the Licensee to discharge its obligations under
the Order and Condition 3.3.1.

(b)In contracting for the provision of Network Services pursuant to Condition 3.3.2(a),
the Licensee shall, consistent with the objectives stat@bndition 3.3.1,
purchase or otherwise acquire Network Services from the most
economical sources available to it having regard to the quantity and nature
of the Network Services required to enable the discharge of its obligations
under the Order and Coitidn 3.3.1 and to the diversity, sources and
reliability of such Network Services which are available at that time for

purchase or other acquisition.
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(c)This Condition shall not extend to prescribing the manner or circumstances in which
the Licensee shiaat any time call for the delivery of the Network Services
under any contract entered into pursuant to the Licence.

(d)The Licensee shall not be in breach of this Condition by reason only of performing
any obligations imposed on it by any enactmentbgr any of the
Conditions of the Licence.

(e)As used in this ConditionNetwork Services means any services which are being,
or (as the context requires) are to be, provided to the Licensee which fall
within any of the following categories, namely:

()  the carrying out of works of maintenance on Network (including
by way of the refurbishment of any component or the provision of

any replacement components);
(i)  the carrying out of any survey or inspection works ori\teavork

(i)  the carrying oubf any repair or reinstatement works in the aftermath
of the occurrence of any damage to or destruction of#tevorkor

any part of it;
(iv) the effecting or maintenance of insurances;

(v) management, consultancy or other services in relation to atheof

matters described in (i), (i), (iii) or (iv) above.

() When requested to do so by Authority, the Licensee shall produce a Procurement
Plan, within 28 days of the request. The Procurement Plan shall state the
list of contracts entered into by thecknsee for activities associated with
the Licensee's Business; the duration and costs of such contracts. The
Plan shall also report on the details of the procurement process and an
assessment by the Licensee of how its procurement activities fulfil
Conditon 3.3.1.
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3.3.3Management Incentive Plan

(a)When requested to do so by Authoritige Licensee shalithin 28 days of the
requests end t o t he AuMahagamert WMcerdgive Plama)n ( a
under which the level of remuneration of the executiveatars of the
Licensee and any Related Company and such other persons as the Authority
shall from time to time specify is expressly related to specified standards
concerning their personal performance and the performance of the Licensee

in such a way as tenhance their incentives to improve those standards.

(b)Every time that the Licensee sends a Management Incentive Plan to the Authority
under Condition 3.3.3(a), the Licensee shall, at the same time, send to the
Authority a statement summarising thenpipal terms of the Management
Incentive Plan and the principles underlying it. Without prejudice to the

generality of the foregoing, the statement shall include:

() details of the categories of persons to whom the Management
Incentive Plan applies;

(i) the maximum entitlement of any such category of persons; and

(i) an indication of the criteria which are applied in determining the level
of remuneration (with particular regard and making express
reference to the criteria set out @ondition 3.3.3(d) and the

relative weighting given to each such criterion.

(c)When formulating a Management Incentive Plan, the Licensee shall have regard
to such criteria as it considers to be appropriate in all the circumstances,
which may, without limitation, include:

() safety;
(i)  reliability and performance of the Network;
(i) fulfilment of obligations under contracts and under the Licence;

(iv) maximising the availability of the Network;
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(v) maximising available capacity which is economical;

(vi) opennessand transparency of operations through regular reports to
industry; and

(vii) operational expenditure performance.

3.3.4Single TSO for Northern Ireland Gas Transmission Netvebck

(a) The Licensee shall eoperate with any implementation of arrangements
for a Single Transmission Operator for the Northern Ireland Gas
Transmission Network,

(b) The Licensee shall in addition cooperate in the implementation of
arrangements for the rationalisation of the regime for the conveyance of
gas through transmission pipelinesNorthern Irelanceitherby way of
the reduction of the number of Network Codes applicable to the system
of transmission pipelines in Northern Irelaaehd/or by way of the
creation of identical (or near identical Network Codes)tifigr Licensee
and oneor moreotherDesignated Pipéne Operators

(c) The Licensee shall not be required do anything pursuant to this
Condition which would cause it to be in contravention of any statutory
obligation, any of the Finance Documents (as defined in the Authority
Direction referred to in Condition 3.1.7.1) or any other Condition of this
Licence.

(d) As used in this ConditionSingle Transmission Operato! means any
person who is authorised (under the Energy Order or any other
enactment in force at any relevant time) dperate the system of

transmission pipdines in Northern Ireland.
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SCHEDULE 1

Authorised Area for the Conveyance of Gas

SCHEDULE 1
Licensed Area for the Conveyance of Gas

The Licensed Area

The Licensed Area comprises:

(@)

(b)

(€)
(d)

to the extent within Nohern Ireland, the land (including the foreshore and seabed) in,
on, under and over which the pipees (as defined by the Order) (and / or any plant,
equipment or apparatus used for, or for any purposes connected with, the conveyance
of gas) which are owed and / or operated by or for the Licensee is situated at the date
of the Grant; and

the following district electoral areas, namely, Larne Lough, Larne Town, Kilroot,
Knockagh Monument, Carrick Castle and Holywood, being the areas which, as at the
datke of the Grant, are referred to in and are identified as such on the Ordnance Survey
Administrative Boundary Map entitled Local Government District Electoral Areas
1992, Index Map of Northern Ireland Final Recommendations; and

without limiting the faegoing, the land coloured yellow on the attached map; and
without limiting the foregoing, the Licensed Area shall (to the extent located within
Northern Ireland) include the land (including the foreshore and seabed) in, on, under
or over which the fabwing pipelines, plant, equipment and / or apparatus which are
owned and /or operated by or for the Licensee, is situated, namely the pipeline known
as the Belfast pipéne consisting of three sections, which runs for 26 kilometres from
the Pressure Redtion Station at Ballylumford power station to (and including) the
Pressure Reduction Station at Torytown, and for 9 kilometres from Torytown to (and

including) the Knocknagoney Pressure Reduction Station, and for 3 kilometres from



the Pressure Reducti@tation at Ballylumford power station to (and including) the

Pressure Reduction Station at Curran Point, Larne.
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