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GRANT AND TERM OF LICENCES

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

The Grant

1. Grant of Licences

The Department, in exercise of the powers conferred by Ag{dlgof the Gas
(Northern Ireland) Order 1996 (the "Order") gsato Phoenix Natural Gas Limited
(the "Licensee") the following licences:

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

(b) alicence to supply gas in the areas designated in Schedule 1 during the period

specified in paragraph 3 below, subject to the Conditions set out in Parts 1 and
3 and the Schedules of this Licence Document.

2. Modification and Revocation of Conditions

The Conditions referred to above are subject to modification or amendment in
accordance with their terms and/or with Articles 9, 14, 17, 17A and 18 of the Order
andbr with any provision for the modification of the same in the Energy Order. Each of
the licences granted is further subject to the terms as to revocation specified in
Schedule8 of this Licence Document.

3. Term of Licences

Each of the licences granteldasl come into force on 5th September 1996 and, unless
revoked in accordance with the terms specified in Sch&judkall continue in force
until determined by not less than g&ars notice in writing given by the Department to
the Licensee in relation tinat licence, such notice not to be served earlier than 1st
January, 2007.

5 September 1996 David Gibson
Deputy Secretary

Department of Economic Development
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PART 1

GENERAL CONDITIONS APPLICABLE TO TH E LICENCE HOLDER

Condition 1.1: Interpretation and Construction

111

1.1.2

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

Unless the contrary intention appears:

(@) words and expressions used in this Licence Document shedinstrued as if
they were in an enactment and the Interpretation Act (Northern Ireland) 1954
applied to them;

(b) references to an enactment shall include subordinate legislation and in both
cases any statutory modification orgeactment thereof afteretdate when
this Licence Document coraéto force; and

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

General Ruds of Construction

Unless otherwise specified:

(a) 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 th@art 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;

(c) any reference to "the Conditions" in relatiorthelicence granted by this

Licence Document meanksa Conditions to whickhelicence is subject under
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1.1.3

1.14

1.15

this Licence Document; and references to "any Conditions" and to any cognate

expression shall be construed accordingly;

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

and

(e) (without prejudice to any provision which restricts such variation, supplement
or replacement) any reference to any agreement, licence (other than this
Licence Document),ade or other instrument shall include a reference to such
agreement, licence, code or other instrument as varied, supplemented or

replaced from time to time.

Headings

The heading or title of any Part, Condition, Schedule or paragraph shall notlafect

construction thereof.

Time Related Obligations

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

within the time limij.

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 the words

"he", "his" or "whom" and cognate expressions shall be coedtaccordingly.
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1.1.6 Definitions

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

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

"affiliate"

"amount”

"auditors"

AAut horityo

"authorisation of persons"

Abal ancingo

means, in relation to any person, any company

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

such person is a subsidiary;

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

content expressed in kilowatt hours;

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

means the Northern Ireland Authority fotility

Regulation;

means the power of the Licensee to authorise

persons, pursuant to Schedtlef the Order;

means (in rekion to the Network and relevant
period for balancing unde¢he Network Code) taking
such measures as may be available to the Licenst

particular measures:

(i) for managing the relationship between deliverie:
gas to and offtakes from the Networkrohg that

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

which will in the reasonable opinion of the Licens
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"consumer”

ADepart ment o

"development plan”

Andi stri

"district"

"domestic consumer"

NEl ect or al
AEner gy
AExcl usi ve

buti on

Wa r

ensure the safety and efficiency of the Network in 1

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

means the Department of Enterprise, Trade and

Investment;

means the Licensee's plan to develop the Network

under Schedule 4;

meanpady pipalire duthh is not a transmission

pipeline.

means an area so designated in an approved map

under Schedule 1;

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

not to exceed 2,50erms a year;

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

and Research Agency;

Or d e r omeans the Energy (Northern Ireland) Order 2003;

A r eraeans the area referred to in paragraphs 1.1(a),

1.1(e) and 1.2(bjg) of Schelule 1 (as comprising
part of the Licensed Area) which is designated
under Article 9 of the Order as being the area in
which the Licensee has exclusive authority to carry

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

2. The areas to which conveyance exclusivity
under the licence is to be extended (until 31
December 2016) are:

(&) the areas within the boundaries of the

following Electoral Wards:

(i) Comber North;
(i)  Comber South;
(i) Comber East;
(iv) Comber West; and
(v) Lisbane; and
(b) the Temple Quarry area comprising:
(i)  the premises at the Temple Quarry, 26

Ballycarngannon Road, Lisburn, BT27
6YA;

(i)  the land in on or over which the

Quarry Pipelined situated;

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

radius of the Quarry Pipeline; and

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

paragraph (l)ii) above,

where fAthe Quarry Pipeline
distribution pipeline of the Licensee which
pipeline follows the route of the A24 (as

proceeding South from the boundary of the area
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described in paragraph 1.1(a) of Schedule 1)
continuing South along th&24 to the junction
of the Carr Road, continuing Noriest along
the Carr Road to the junction with the B178,
continuing SouthVest along the B178 to the
junction with the Ballycarngannon Road and
continuing south along the Ballycarngannon
Road to (anderminating at) the premises
specified in paragraph (b)(i) above.

(c) the McQuillan Quarry area comprising:

(i)  the premises at the McQuillan Quarry,
15 Sycamore Road, Budore, BT29
4JE;

(i) the land in on or over which the
McQuillan Quarry Pipelinés situated;

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

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

where At he McQuillan Quarrtr
distribution pipeline of the Licensee which

pipeline follows the route of the Upper Springfield

Road, Divis Road, Tornaroy Road, Wheelers

Road, Tornagrough Road, Tullyrusk Road and
continuing along the Sycamore Road to (and
terminating at) the premises specified in paragraph

(c)(i) above.
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Aexempti on hol m™eansthe holder of an exemption under Article 7 of

"exercise of powers of entry"

the Order;

means the Licensee entering gmgmises, in
accordance with the powers conferred by
Schedulé of the Order;

"gas supplier" means any person authorised by licence under
Article 8 of the Order or by exemption under Article
7 of the Order to supply gas;
AGener al Cons umeanstheGenemalcConsumer Council for Northern
Ireland.
"Grant" means the commencing section of this Licence

Document by which the Department grants the

Licenseehelicence;

Ahol di ng ¢ o mp &astheésame meaning as given to it under Article 4

"information”

"Licence Document

"Licensed Area"

of the Companies (Northern Ireland) Order 1986;

includes documents, accounts, estimates, returns,

reports or other information;

means the Grant ofithconveyancdicence to the
Licensee and Parts laBaf this conveyance

licencetogether with the Schedules thereto;

means the area in which the Licensee is authorised
to convey gas pursuant to Schedllef this

Licence Document;

ALIi censed Bus imeanshs activities connected with the conveyance

"Licensee"

of gaspursuant to the conveyance licence granted

under paragraph 1(a) of the Grant;

means Phoenix Natural Gas Limited;
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"Network" i me a n s pigelinks (ds Hedined by the Gas
(Northern Ireland) Order 1996, and shall also
include any plant, egoment or apparatus used for,
or for any purposes connected with, the conveyance
of gas) within the Licensed Area that are owned
and/or operated bgny icensee, which pipénes
shall, in the case of conve)
premises and for the purpos#ghis definition, be
deemed to terminate immediately prior to the inlet of

the first gas meter at such

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

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

body corporate ondividual;
"quarter” means a period of three calendar months;

"related undertaking” means any undertaking in which any person has a
participating interest as defined by Artidé8 of
the Companies (Northern Ireland) Order 1986;

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

each Separate Business;

"Separate Business" means each of the activitie§the Licensee

connected with:

(@) the conveyance of gas by means of
distributionpipeline pursuant to a licence
granted in accordanagith Article (8)(1)(a)
of the Order; and
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"subsidiary"

Aitrans mi

Anful ti mat e

SSion

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

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

Separate Businesand

has the same meaning as given to it in Article 4 of
the Companies (Northern Ireland) Order, 1986.

mednp amyl pipelire dhiaving a design operating

pressure exceeding 7 bar gauge.

c 0 n tmeaag, iirespeat of the Licensee:

(@) any holding company of the Licensee, which is
not itself a subsidiary of another company;

and/or

(b) any person who (whether alone or with a person
or persons connected with him) is in a position
to control, orto exercise significant influence
over, the policy of the Licensee, or any holding

company of the Licensee, by virtue of:

(i)  rights under contractual arrangements to

PagelOof 160



which he is a party or of which he is a
beneficiary;

(i) rights of ownership (including rights
attached to or deriving from securities or
rights under a trust) which are held by him

or of which he is a beneficiary,

but shall exclude any director or employee of a
corporate body in his capacity as such and any
minister, mnistry, department, agency, authority,

official or statutory person.

A person shall be considered to be connected with
another person if they are party to any arrangement
regarding the exercise of any such rights as are
described in (i) and/or (i) ave.

1.1.7 References to energy

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

converted to equivalent amounts of gas in kilowatt hours.

1.1.8 Singular/plural

The terms defined under Conditidrl.6 shall include the sintar 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.
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1.1.10 Grant

The licence to supply gas referred to in paragraph 1(b) of the Grant wasdenibh
the agreement of the Licensee on 2009
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Condition 1.2: Long Term Development Plan

1.2.1

1.2.2

The Licensee's Development Plan

The Licensee shall:

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

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

regard to Schedule 4; and

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

premises in any of those other remaining districts;

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

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

Annual Development Plan Report

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

ending on the 31st&ember having regard for;
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123

1.2.4

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

and further shall by that report set out for the next succeeding thneseitggalanned
development of the Network having regard to the above matters. The obligations to
provide such a report shaktase generally in respect of the year following the twelfth

anniversary of the date of the Grant and each succeeding yearttereaf

Publication of Report

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

(@) publish the report provided under Condition 1.2.2 in such form and manner as
the Authority may direct; and

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

time to time direct.

Particular interests

In complying with the requirements of Conditidr2.3, the Licensee shall have

regard to the need for excluding, so far as practcabl

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

that individual; and

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

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

and in directing the publication of the report under Condition 1.2.3 the Authority

shall have regard, so far as practicable, to the need to exclude publication of a matter
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that would or might seriously and prejudicially affect the commercial interests of the

Licensee in its business.

1.2.5 Determination by Authority of particular intergst

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

or of the Licensee.
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Condition 1.3: Separate Accounts for Separate Businesses

1.3.1

1.3.2

1.3.3

Financial years

For the purposes of this Condition the first financial year of the Licensee shall run
from the5" September 1®to 31st Decembet996and thereafteeach financial
year of the Licensee shall run from 1st January to the following 31st December.

Separate Business Accounting

This Condition applies for the purposes of ensuring that the Lic€imseenjunction
with any affiliate or related undertilg of the Licensee) maintains internal
accounting and reporting arrangements which

(a) enable separate financial statements to be prepared for each Separate Business
and showing the financial affairs of each such Separate Busameks

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

Licensee

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

required to prepare such accounts in accordance with this Condition.

Separation of Internal Accounts

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

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

(b) a statement of net assets at the end of the period;
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1.3.4

1.3.5

(c) acash flow statement for the period with a reconciliation to the financial
statements specified in sylaragraphs (a) and (b) aboesad

(a) abalance sheet.

Apportionment

The financidstatements prepared under Condition 1.3.3 shall set out and fairly
present the costs (including depreciation), revenues, assets employed and liabilities
of, or as may be reasonably attributablestchSeparate Business and showing
separately and in apppriate detail the amounts of any revenue, cost, asset or liability
which has been:

(a) charged from or to any other business of the Lice(meef any affiliate or
related undertaking of the Licensgahd/or

(b) apportioredbetween that Separate Bussas and any other busingsach
apportionment to be undertakienaccordance witkthe basis of apportionment

approved by the Authority in accordance with Condition 1.3.5),
together with a description of the chargebasis ofapportionment.

Bads of apportionment

The Licensee shall, before the financial year commencing on 1st January 1997, notify
the Authority of the bas of apportionmentthatit proposes to use for the financial

statements in respect of each Separate Business for that finaarishyd:

(@) the bass of apportionment in respect of those financial statements shall be 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

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

that financial year.
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1.3.6 Auditor's Reports

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

in resgect of a financial yeathe Licensee shall:

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

to which they relateand

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

between the Separate Business and any otlsamdss of the Licensee.

1.3.7 Copies of accounts and auditor's reports torbgiged 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 seas@sably

practicable and in any event not later than six months after the end of each financial

year.

1.3.8 Form of financial statements

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

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

(c) be so prepared to a level of detail as magaaably be required by the
Authority and so that they may be reconciled with the published accounts of

the Licensee under the Companies (Northern Ireland) Order 1986.
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1.3.9

1.310

1.3.11

1.3.12

Publication of Accounting Statements

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

required to deliver to the Authority under this Coratiti.3 with the annual accounts

of the LicenseeProvided however, that any part of such statements and reports

which shows separately amounts charged, apportioned or allocated between Separate
Businesses, and describes the basis of charge or apportiommadiotation shall, at

the request of the Licensee, be excluded from publication wherautherity is

reasonably satisfied that publication would or might seriously and prejudicially affect

the commercial interests of the Licensee in its business.

Construction of "costs or liabilities"

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

and references to any accounting statement shall be construed accordingly.

Additional Definition

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

irrespective of the degree of use.

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

the Licensed Business ov€50Q000 with related undertakings.
For the purpose of this Condition 1. 13.

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

holds 20% or more of the shares;
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(b) any company in respect of which the Licensee (or its parents or subsidiaries)
hasthe right to appoint or to remove a majority of the members of the board
and is at the same time either a shareholder in that company or controls,
pursuanttoashdneo | der s agreement, a majorit:
undertaking.
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Condition 1.4: Provision of Information to the Authority

141

1.4.2

1.4.3

1.4.4

Furnishing information

Subject to Conditions 1.4.2 and 1.4.3 below, the Licensee shall furnish to the
Authority, insuch manner and at such times as the Authority may reasonably require,
information as the Authority may reasonably require or as may be necessary for the
purpose of performing:

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

Licensee to comment on accuracy of information

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

Condition 1.4 exclusive of other powers to require information

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

Condition or Schedule.

Condition 1.4 and other powers to require information

Where the Licensee is or can be required to provide information to the Authority
under any Condition other than this Condition, there shall be a pptisunthat the
provision of that information in accordance with the Condition in question is
sufficient for the purposes of that Condition, but that presumption shall be rebutted
and shall not limit the right of the Authority to call for further informatimnder
Condition 1.4.1 if it states in writing that in its opinion such information is, or is
likely to be, necessary to enable it to exercise functions under the Condition in

question.
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1.4.5 Limitation on obligation to furnish information

This Conditionshall not require the Licensee to furnish any information which the
Licensee could not be compelled to produce or give in evidence in civil proceedings
in the High Court.
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Condition 1.5: Consultation with the General Consumer Council

1.5.1 Policy statemels for General Consumer Council

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

formulation of;

(a) its policies for the conduct of its business activities relating to the conveyance
of gas insofar as they may affect constsnand

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

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

arrangements; and

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

implementation of those policies.

Page23of 160



Condition 1.6: Restriction on Use of Certain Information

1.6.1 Application

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

1.6.2 Use of protected information

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

related undertaking shall) procure:

(a) thatthe Licensee shall not obtain any unfair commercial advantage from its
possession of protected informatiwith respect to any Separate Business that
is not engaged in the conveyance of gas;

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

obtaining for that person:

()  any unfair commercial advantage from its possessioncdégted

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

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

relates;
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1.6.3

1.6.4

provided that the obligation on the Licensee:

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

affiliate or related undertaking in respect of such protectednmation; and

(e) not to obtain any unfair commercial advantage from its possession of protected
information under Conditiot.6.2(a) shall be construed to exclude protected
information received by any Separate Business not engaged in the conveyance
of gas independently of the Separate Business engaged in the conveyance of

gas.

Compliance with directions

The Licensee shall implement such measures and procedures and take all such other
steps as shall be specified in directions issued by theregat from time to time

under Article 45 of the Order or otherwise for the purposes of this Condition as
reasonably appear to the Department to be requisite or expedient for the purpose of
securing compliance by the Licensee with its obligations undediGam1.6.2 in the

conduct of its business to convey gas.

Limitation of non disclosure obligations

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

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

other requirement of a competent authority; or

(c) made in compliance with the Conditions of this Licence Documeahyp
document referred to in this Licence Document with which the Licensee or any
affiliate or related undertaking of the Licensee is required by virtue of the

Order or the Energy Order tis LicenceDocumento comply.
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1.6.5 Additional definition

In this Condition:

"protected information”

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

the public domain other than as a result of breach by
the Licensee of this Condition or of any Conditions

of this Licence Document.
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Condition 1.7: Powers of Entry

1.7.1 Arrangements for powers of entry

The Licensee shalljnless it has done so before being licensed, in relatitheto
licence granted under paragraph 1(a) of the Grant and within six months of such

licence coming into force:

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

(b) if within 30 days of such submission the Authority notifies the Licensee that,
in its opinion, the arrangements are not sufficient for the purposes of Condition
1.8, make changes to the arrangements requisitetoeseompliance with
such conditions as are specified by the Authority; and

(c) make such arrangements;

and the arrangements so made in this Condition and in CondliBaare referred to

as "the arrangements".

1.7.2 Changes in arrangements for extensimniicence

In the event of an extension of its licence, the Licensee shall ensure that the
arrangements remain sufficient for the purposes of Condit®mand shall make,

subject to Conditiod.7.3, any necessary changes.

1.7.3 Consent of Authority to chmes

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

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

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

for gas to be conveyed in conformity with the arrangements.

Page28of 160



Condition 1.8: Authorisation of Persons

1.8.1 Steps to be included in the arrangements

1.8.2

The arrangements shall comprise all reasonable steps:

(@)

(b)

(€)

(d)

(e)

for securing that no person is authorised for the purpose of any provision of
Schedulés to the Order unless in the reasonable opinion of the Licensee he is
a fit and proper person to enjoy thehtig conferred by that provision;

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

guestion;

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

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

misused; and

for securing that all persons authorised by the Licensee comply with the
provisions for entry where any justices' warrant is issued unded&elte

paragraph 6 to the Order.

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

described in the arrangements above are complied with

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

confered by Schedul& to the Order unless the steps provided for in the

arrangements described in Conditib8.1(a), (b) and (c) have been complied with

and it appears to the Licensee that he is such a fit and proper person.
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1.8.3 Licensee to take reasonabteps 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 inforankaep informed all persons to

whom the information is relevant, including its domestic consumers and any other
licence holders, naming the agent in question and shall give that information in a

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

1.9.1 Licensee to avoid undue disturbance

In exercising the powers of entry conferred on it by Schesladethe Order, the
Licensee shall avoid undue disturbance to owners or occupiers of premises as a result
of visits being made tdeir premises by persons authorised by the Licensee.

1.9.2 Construction of Condition 1.9.1

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

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

1.10.1 Modification of Licence Conditions

The Conditions of théicene granted by this Licence Document are subject to
modification in accordance with their terms or with Articles 9, 14, 17, 17A or 18 of
the Order or with any provision for the modification of the same in the Energy Order.
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Condition 1.11: Assignment of Lcence

1111

1.11.2

1.11.3

Licensee's ability to assign its licence

For the purposes of Article2 of the Order, the Licensee with the prior consent of the
Authority, may assigrhe licence granted under paragraph 1(a) of the @trar
generally, oiso far as relatm to the whole or any part of the Licensed Area

Matters affecting an assignment

In deciding whether to give its consent under Condition 1.11.1 the Authority shall
apply those criteria contained in Article 12(3) of the Order, and any consenbehall
subject to compliance with the matters determined by the Authority under Article
12(4) of the Order.

Licensee may not otherwise assign its licence

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

Licensee may naitherwise assign its licence without the consent of the Authority.
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Condition 1.12: Transfer of Business

1.12.1 Restrictions on transfer of business in conveying gas

Subject to Condition 1.12, the Licensee shall not transfer to another person (the
"transferee”) all or part of any of its business comprising the conveyance of gas
carried out under the licengeantedunder paragraph 1 (a) of the Grant.

1.122 Exception to Condition 1.12.1

Nothing in Conditions 1.12.1 shall prevent the Licensee fronstearing all or the
relevant part of its businesses to the assignee where the Authority has consented to
the assignment of all or the relevant parthaflicence under Articld2 of the Order

or the Licensee has assigned all or the relevant part afetscle in accordance with
Condition1.11.
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Condition 1.13: Disposal of Relevant Assets

1.13.1

1.13.2

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

Except:

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

assignment to have effect; or

(b) inrelation to a transfer of business permitted under Condition 1.12 and the
disposal or relinquishing of operational control of arlgvant asset necessary
for the transfer to have effect; or

(c) in so far as the Authority consents to the Licensee so doing; or

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

the subject of arms length asset and financing leasing arrangements;

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

such as aforesaid shall be determined by the Authority.

Notice to be given to Authority

Save as provided in Condition 1.13.3 or in so far as the Authohgrwise consents,

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

operational control over such asset.
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1.13.3 Notice not requied for minor disposals

1.13.4

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 thar£20,000 in September 1996 prices (such sum talpesteed annually by

reference to the retail price index), provided that:

(@)

(b)

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 dhe Energy Order or the carrying on of activities required

by this Licence Document; and

the disposal or relinquishing of any such relevant assets does not exceed an
aggregate value @&00,000 in September 1996 prices (such sum to be
adjusted annuallpy reference to the retail price index), in any period of

twelve months.

Disposal allowed with consent of the Authority

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

where:

(@)

(b)

the Authority confirms in writig that it consents to such disposal or
relinquishment before such disposal or relinquishment occurs (which consent
may be made subject to the acceptance by the Licensee or any third party in
favour of whom the relevant asset is proposed to be disposgrt@tional

control is proposed to be relinquished of such conditions as the Authority may

specify); or

the Authority does not inform the Licensee in writing of any objection to such
disposal or relinquishment of control within the notice period refeto in
Condition1.13.2.
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1.13.5 Consultation with other licence holders

Any consent of the Authority pursuant to Conditibd3.4 shall be given after the
Authority shall have consulted and taken into consideration any representations made
in a timely nanner by any other licence holder liable to be materially affected by the

disposal in question.

1.13.6 Construction of relevant asset

For the purposes of this Condition, relevant asset means any part of the Network
operated from time to time by the Licersar any gas plant used by the Licensee for
or for purposes connected with the conveyance of gas in the Licensed Area, together
with any estate or interest in land required for the utilisation of the Network or gas

plant not comprised in the Network.

1.13.7 Additional Definition

In this Condition:

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

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

1.141

1.14.2

1.14.3

Licensee to pay annual fee

In respect of each year, beginning with the date of the Grant for the frsaypd 1st

April for each subsequent year, during which this Licence Document is in force, the
Licensee shall pay to the Authority fees of the amounts specified in/determined under
the following provisions of this Conditiofithe annual fees") except thaherethis

Licence Documernis in force for part only of such a year, the fees in respect of that
year shall be the proportionate part of the annual fees.

Date of payment

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

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

Amount of annual fee

In respect of the year beginning on 1st April 1997 and in each subsequent year, the
Licensee shall pay to the Authority in relation to this Licence Document a fee which

is the aggregate of the following amounts:

(@) an amount equal to the progort which the Authority shall determine in
relation tothelicence of the amount estimated by the Authority, according to a
method which has previously been disclosed in writing to the Licensee, as
likely to be its costs during the year in question (bhe exercise of its
functions under the Order and the Energy Order in relation to the holders of
licences granted under Article 8(1)@t the Order and (ii) in connection with
the establishment of the Authority and the transfer to the Authority of the

functions, property, rights and liabilities of the Director;
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(b) inrelation to the licences granted under Article 8(19fethe Order, an amount
equal to the proportion which the Authority shall determine in relation to that
licence of an amount notified tbe Authority by the General Consumer
Council and approved by the Department as being the General Consumer
Council 6s estimate of its |ikely costs
of the functions relating to gas assigned to it by or under tder@nd the
Energy Order and any other such functions as it has been or may be required to
exercise by the Authority or, in the event that the Authority shall not have
received such notification by 31 July in the year in question, an amount equal
tothemi d proportion of an amount being t
likely costs (having regard to any estimate of such costs in any forward work
programme published by the General Consumer Council in respect of the year

in question);

(c) an amount which ia proportion as determined by the Authority of the amount
estimated by the Authority (in consultation with the Competition Commission)
as having been incurred in the year immediately preceding the year in question
by the Competition Commission in connectiwith references made to it
under Article 15 of the Order with respéaatthe licence or any other licence
granted under Article 8(1)(a) of the Order; and

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

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

paragraph 1.14.4 below; and

(i)  the amount which that fee would haveeh in respect of that yelaad
the amount comprised therein under Condition 1.14.3(a) been calculated
by reference to the total costs of the Authority in connection with its
functions under the Order and its functions in relation to gas under the
Energy Qder (or, where that year commenced on 1 April 2002, the total
costs of the Director including, without limitation, any costs incurred by

the Director in preparation for the establishment of the Authority, the
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transfer to the Authority of the functions operty, rights and liabilities
of the Director and the abolition of the office of the Director), and the
proportion thereof actually attributable to that licence; suh total
costs being apportioned in each case as determined by the Authority
accordingto 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 Conditidhd4.3(a) and (b) shall not: in
respect of the year ending on 31st Mat®97 exceed;250,000; and in

respect of any subsequent year commencing on 1st April e£686¢000

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

1.14.4 In respect of each year beginning on the 1st April 1998 and forsedsequent year
the Authority may pay the |icensee an am
accordance with the method previously disclosed in writing to the licensee and by
reference to the difference between:

(a) the proportion of the licence fee for thatar paid by the licensee which is
attributable to the Authorityébés esti ma
and the estimate of the General Consumer Council or the Authority (as

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

(b) theAut horityds reasonable revised esti m:
any revised estimate of the costs referred to in paragraph 1.14.3(b) which is
approved by the Department and notified to the Authority by the General

Consumer Council;

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

the year to which the licence relates.

1.14.5 Definition for the purpose of this Condition

Il n this Condition 1. 14, the ADirector o me

Northern Irelad.
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Condition 1.15: Notices

1.15.1 Notices

All notices to be given under any Condition of the licence granted by this Licence
Document shall be in writing and shall be deemed to have been properly given if
delivered in person or sent by registered matransmitted 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: PhoenixNatural Gad.imited
197 Airport Road West
Belfast
BT3 9ED
Northern Ireland
Facsimile Telephone Number 028 905965

Authority:  Northern Ireland Authority foltility Regulation,
Queenbds House
14 Queerbtreet,
Belfast, BT16ER
Facsimile Telephone Number (028811575

DepartmentDepartment of Bterprise, Trade and Investment,
Energy Division,
Netherleigh,
Massey Avenue,
Belfast, BT4 2JP
Facsimile Telephone Number (02890) 529549
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1.15.2 Receipt

Any notice given under the provisions of Condition 1.15.1 shall be deemed to have
been duly deliveredra received:

()  atthe actual time of delivery, if delivered personally;

(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 confirmation o
uninterrupted transmission by a transmission report and provided that the
original of the notice is then delivered personally or sent by registered mail as

soon as reasonably practicable.
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Condition 1.16: Independence of théicensedBusiness

1.16.1Application

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

1.16.2Managerial and operational independence

Where this Condition appligbe Licensee shall:

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

(b)  at all times thereafter maintain,

the full managerial and operational independence of the Authorised Business

from any Associated Business.

1.16.3Means of achieving such independence

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

reasonable endeavours to ensure that:

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

for its efficient and effective managerial and operational independence;

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

Supply Business;

(c)  subjectto any financial supervisory rights of a Holding Company of the Licensee
as provided for i n t ¢tommelcial@amdropeeaobas f i n
decisions relating to the operation, mainteagarand development of the
Licenseebds Network are taken only by t

are engaged in the operation and management of, the Authorised Business;
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(d) any Associated Business may not use or have access to:

(i)

(ii)

(iii)

(iv)

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

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

comnercially sensitive or confidential information relating to, or derived

from, the Authorised Business;

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

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

(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 does

not form part of the Authorised Businessid

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

Authorised Business.

1.16.4 AdditionaDefinitions

In this Condition:

ifAct o

means the Gas Act 1986, as amended from

time to time;

AAssoci at ed Bus i meassany business, other than the Authorised

Business, of the Licensee (or of any affiliate
or related undertaking of the Licen}e&ehich

IS carrying out any activity that requires
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A

=1

Aut hori sed Busi

Gas Supply Busi

Hol di nggyoCompan

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

purchase of gas;

meassthe Licensed Business, takegether
with, where the Licensee has so notified the
Department and the Authority, any business of
the Licensee (or of any affiliate or related
undertaking of the Licensee) that is carrying
out activities that require authorisation in
accordance with Aicle 6(1)(a) of the Order

or with section 5(1)(a) of the Act

measssay business carrying out activities that
require authorisation in accordance with
Article 6(1)(c) of the Order or section 5(1)(b)

of the Act; and

has the meaning given to it in Article 4 of The

Companies (Northern Ireland) Order 1986.

Paged5of 160



Condition 1.17: Business Separation Compliance Plan

1.17.1Application
This Condition shall apply where Condition 1.16 applies to the Licensee.

1.17.2Submital of plan

The Licensee shall, no later than 28 days after Condition 1.16 first applies to the

Licensee , prepare and submit to the Authority (for its approval) a complHac

(the ACompliance Planod) settingulepoit t he p
conduct which the Licensee has adopted, or intends to adopt, together with the

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

1.17.3Complying with Compliance Plan

The Licensee shall use its best endeavours to comply vet@ampliance Plan as

approved by the Authority and revised from time to time in accordance with this
Condition 1.17.

1.174Aut horityds rol e

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, in the Au
not, or is no longer, sufficient for the purposes oflthec e nseeds compl i

with Condition 1.16; and
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(d) requiring the Licensee to make such revisions to the Compliance Plan as, the
Aut horitybés opinion, are necessary or
Plan to be sufficient for the purposesofensung t he Licenseeds
continued compliance with Condition 1.16.

1.17.5Revision of Compliance Plan

Where the Licensee receives a notification in accordance with Condition 1.17.4, it
shall, within 30 days, revise the Compliance Plan, in sucmaraand to such extent
that wil |l reflect the Authorityds require

purposes of ensuring the Licenseeds compl

1.17.6Review of Compliance Plan

The Licensee shalbn at least an annuahsis during the period in wethh Condition

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

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

respects.

1.17.7Authority approval

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

shall submit the revised Compliance Plan toAh&hority for its approval.

1.17.8Facilitating compliance with the Compliance Plan

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

theLicensedBusiness:

(@) are made aware of the practices, procedures, systems and ruledudtcset out

in the Compliance Plan;

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

obligations as provided for in the Compliance Plan; and
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(c) are aware of the disciplinary procedures that may be activated should they fail to
comply with their obligations under the Compliance Plan.

1.17.9Compliance Manager

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

member of its personnel engaged in the management and operatiohicétised

Businesssa compl i ance manager (the AComplianc
facilitating compliance with its obligations under Condition 1.16 and with its

Compliance Plan.

1.17.10Assisting the Compliance Manager

The Licensee shall ensure that the Compliance Marfsgeaccess to such staff,
premises, systems, information, documentation, equipment, facilities and other
resources as he might reasonably expect to require to fulfil the duties and tasks
assigned to him.

1.17.11Duties 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 compliance with Condition 1.16 and with the Compliance Plan;

(b)  monitoring the effectiveness of, and the tenseeds complianc

Compliance Plan;

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

relation to the Compliance Plan;

(d)  recommendingand advising upon the remedial action which any such
investigation has demonstrated to be necessary or desirable, including where
necessary revising the Compliance Plan to reflect such recommendation and
advice; and
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(e) reporting, at such frequency as is deti@ed in writing by the Authority, to the
directors of the Licensee on his activities during the period covered by the report,
the investigations he has conducted and on progress implementation of the
Compliance Plan.

1.17.12Report of Compliance Manager

The Licensee shall, at such frequency as is determined in writing by the Authdrity
no less than twice every twelve monthwbmit a report to the Authority:

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

(b) provi di ng a progress update on the Licens:t
Plan;

(c) 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 invetigations 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 1.18 Corporate Governance

1.18.1Ring Fencing

The Licensee shall ensure that:

(a) the Licensed Business is dad on by the Licenseer{d not through any affiliate

or related undertaking of the Licensee); and

(b) (without prejudice to the ability of the ultimate controller, affiliates or related
undertakings of the Licensee to carry on other businesses) no busireshan
the Licensed Business is carried on by and through the Licensee.

1.18.2Board Independence

By no later than 31 March 2010, and at all times thereatfter, the Licensee shall:

(a) ensure that its board of directors comprises a majority of independent no

executive directors who are persons of standing who individually possess either:

(i) relevant experience and knowledge of the energy industry; or

(i) relevant experience and knowledge of any other regulated industry,

provided that at least one independent-agecutive director must possess the

required energy industry experience and knowledge; and

(b) demonstrate to the satisfaction of the Authority, prior to any appointment from
time to time of a board director, that the said appointment will not cause the

Licenseeto enter into any breach of the requirements contained #pat#yraph

(a),

w h e ringlgpendent nonexecutive directod means a person who

employed by the Licensee, its ultimate controller or any affiliate or related undertaking
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of the Licersee within the last five years; and who does not have a material business
relationship with the Licensee, its ultimate controllers or any affiliate or related

undertaking of the Licensee.

1.18.3Board Independence (Allowance for Events)

If at any time the.icensee, by virtue of any person being appointed as, or ceasing to
be, a director of the Licenslkvento()f,ori st he
unable to comply with the requirements of Condition 1.18.2, the Licensee shall take
such steps as areasssary to ensure that compliance is achieved as soon as
reasonably practicable after that Event and in any case within two months (or such

longer period as may be agreed by the Authority).

1.18.4Prohibition of crossubsidies

The Licensee shall procuredt it does not give any cresabsidy to, or receive any
crosssubsidy from, any other business of the ultimate controller or of an affiliate or

related undertaking of the Licensee.
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Condition 1.19 Indebtedness

1.19.1General restriction

Without prejudce to the requirements of Condition 1.13, the Licensee shall not,
without the prior written consent of the Authority (following disclosure by the
Licensee to the Authority of all material facts):

(a) create or permit to remain in effect any mortgage, chaigdge, ien or other
form of security or encumbrance, undertake any indebtedness to any other person,

or enter into or permit to remain in effect any guarantee otherwise (in each case)

than:
(i) on an ar més | ength basis,;
(i) on normal commercial terms; and
(i) in thefurtherance of the Licensed Business,

provided that nothing in this Condition shall prevent the Licensee guaranteeing
any obligations owed by an affiliate or related undertaking of the Licensee which

have been (or are to be) incurred in the furtherantieeoficensed Business;

(b) transfer, lease, license or lend any sum, asset, good, right or benefit to any affiliate

or related undertaking of the Licensee otherwise than by way of:

(i) a transfer, lease, licence or loan of any asset, good, right or benefit on
anar méds | ength basis, on normal comn

with the payment requirement set out in Condition 1.19.2;

(i) a payment properly due for any goods, services or assets provided on
an armbés |l ength basis and on nor mal
(iii) a repaymat of a loan, or payment of any interest on a loan, which

loan is not prohibited by subaragraph (a);
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(iv) a dividend or other distribution out of distributable reserves
undertaken in accordance with Condition 1.20;

(v) a repayment of capital;

(vi) payments for groupacporation tax relief calculated on a basis not
exceeding the value of the benefit received; or

(vii) a loan to any affiliate or related undertaking of the Licensee, which is
made in the furtherance of the Licensed Business,

provided, however, that Condition 2.Z shall prevail where that Condition

applies;

(c) enter into an agreement or incur a commitment incorporating adedaslt

obligation; or

(d) continue, or permit to remain in effect, any agreement or commitment
incorporating a crosdefault obligation subsistg at the date this Condition 1.19
takes effect, save that the Licensee may permit any-defaslt obligation in
existence at that date to remain in effect for a period not exceeding twelve months
from that date, provided that the crak=fault obligatn is solely referable to an
instrument relating to the provision of a loan or other financial facilities granted
prior to that date and the terms on which those facilities have been made available

as subsisting on that date are not varied or otherwise made onerous.

1.19.2Payment requirement

The payment requirement referred to Condition 1.19.1(b) is that the consideration due
in respect of the transfer, lease, licence or loan of the asset, good, right or benefit in
guestion is paid in full prior to @imultaneously with such transfer, lease, licence or

loan unless:

(a) the countemparty to the transaction has, and maintains until payment is made in

full, an investment grade credit rating; or
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(b) the obligations of the countgarty to the transaction are fuknd
unconditionally guaranteed throughout the period during which any part of the
consideration remains outstanding by a guarantor which has and maintains an

investment grade credit rating.

1.19.3Additional definitions

In this Condition 1.19, unlessdltontext otherwise requires:

ficrossdefault obligationd means a term of any agreement or arrangen
whereby the Licensee
any debt or other sum arises or can be
increased or accelerated by any person othe

than the Licensee;

findebtedness means all liabilities now or hereafter due,
owing or incurred, whether actual or
contingent, whether solely or jointly with any
other person and whether as principal or sur
together with any interest accruing thereon a
all costs, charge penalties and expenses

incurred in connection therewith;

finvestment grade credit has the meaning given to that expression in

rating 0 Condition 1.22.
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Condition 1.20 Resources and Dividend Payment

1.20.1Availability of resources

The Licensee shizdct at all times in a manner calculated to ensure that it has available
to it sufficient resources (including, without limitation, management and financial
resources, personnel, fixed and moveable assets, rights, consents and facilities) to
enable it tocarry on the Licensed Business in compliance with the Order, the Energy

Order and the Licence.

1.20.2Annual certificate

The Licensee shall, by 30 June of each year, submit to the Authority a certificate,
approved by a resolution of the board of directdrthe Licensee and signed by a

director of the Licensee pursuant to that resolution, in one of the following forms:

@ nAfter making enquiries, and having tak
limitation) any dividend or other distribution which migieasonably be expected
to be declared or paid by the Licensee, the directors of the Licensee have a
reasonable expectation that the Licensee will have sufficient financial resources
and financial facilities to enable the Licensee to carry on the Licdisgidess in
compliance with the Order, the Energy Order and the Licence for a period of 12

mont hs from the date of this certificat e

(b)) AAfter making enquiries, and having tak
limitation) any dividend or other distiution which might reasonably be expected
to be declared or paid by the Licensee, the directors of the Licensee have a
reasonable expectation, subject to what is explained below, that the Licensee will
have sufficient financial resources and financiallitées to enable the Licensee to
carry on the Licensed Business in compliance with the Order, the Energy Order
and the Licence for a period of 12 months from the date of this certificate.
However, they would like to draw attention to the following factengch may

cast doubt on the ability of the Licens:e
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(cciln the opinion of the directors of the
sufficient financial resources and financial facilities available to enable the
Licensee to cay on the Licensed Business in compliance with the Order, the
Energy Order and the Licence for a period of 12 months from the date of this
certificate. o

1.20.3Supporting information

The Licensee shall submit to the Authority, with each certificate prdpdesuant to
Condition 1.20.2, a statement of the main factors which the directors of the Licensee
have taken into account in giving that certificate.

1.20.40ngoing duty

The Licensee shall inform the Authority in writing immediately if the directorbef t
Licensee become aware of any circumstance that causes them no longer to have the

reasonable expectation expressed in the most recent certificate submitted under
Condition 1.20.2.

1.20.5Auditors report

The Licensee shall use its best endeavours torplaad submit to the Authority with
each certificate provided in accordance with Condition 1.20.2, a report prepared by its

auditors and addressed to the Authority stating whether or not the auditors are aware

of any inconsistencies between:
(a) that certificde and the statement submitted with it; and

(b) any information which the auditors obtained in the course of preparing their
reports for the purposes of Condition 1.3.

1.20.6Dividend payment

The directors of the Licensee shall not declare or recommend amntividnd the

Licensee shall not make any other form of distribution within the meaning of Article
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271 of the Companies (Northern Ireland) Order 1986, or redeem or repurchase any
share capital of the Licensee, unless prior to the declaration, recommerdation
making of the distribution (as the case may be) the Licensee has issued to the
Authority a certificate in the following form:

AAfter making enquiries, the directors of

(a) that the Licensee is in compliance in all material respeith all the obligations
imposed on it by Conditions 1.18, 1.19, 1.20, 1.21 and 1.22 of the Licence; and

(b) that the making of a distribution of [ ] on [ ] will not, either alone or when taken
together with other circumstances reasonably foreseeable datid of this
certificate, cause the Licensee to be in breach to a material extent of any of those
obligations in the future.o

1.20.7Requirement for dividend certificate

The certificate given under Condition 1.20.6 must be signed by a director of the
Licensee and must have been approved by a resolution of the board of directors of the
Licensee passed not more than 14 days before the date on which the declaration,

recommendation or distribution in question will be made.

1.20.8Dividends

Where the certificg given under Condition 1.20.6 has been issued in respect of the
declaration or recommendation of a dividend, the Licensee shall be under no
obligation to issue a further certificate prior to payment or distribution of that
dividend, provided that such yrent or distribution is made within six months of the

issuing of that certificate.
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Condition 1.21: Undertaking of Controller

1.21.10bligation to procure undertaking

The Licensee shall, in accordance with Condition 1.21.2, procure from each person
whichis an ultimate controller of the Licensee, a legally enforceable undertaking in
favour of the Licensee (in a form approved by the Authority) that the ultimate
controller will:

(a) give to the Licensee (and will procure that any company that is a subsidiairy of
controlled by, that ultimate controller (other than the Licensee and its subsidiaries)
and will give to the Licensee) all such relevant information to the extent that such
information is held as may be necessary to enable the Licensee to comply fully
with the obligation imposed by Condition 1.4; and

(b) refrain from (and will procure that any company that is a subsidiary of that person
(other than the Licensee and its subsidiaries) will refrain from) any action that
would then be likely to cause the Licae to breach any of its obligations under

the Order, the Energy Order or the Licence.

1.21.2Timing

The Licensee shall procure the undertaking referred to in Condition 1.21.1 within 7
days of this Condition 1.21 becoming effective or the person in qudsticoming an
ultimate controller of the Licensee (whichever is the later). The Licensee shall ensure
that each undertaking procured in accordance with Condition 1.21.2 remains in force
until the person in question ceases to be an ultimate controllee &fdensee or the

Licence is revoked.

1.21.3Evidence

The Licensee shall:
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(a) deliver to the Authority evidence (including a copy of each such undertaking) that
the Licensee has complied with its obligations to procure undertakings pursuant to
Condition 1.211;

(b) on becoming aware that any such undertaking is not in full force and effect or is
not legally enforceable or has been breached, inform the Authority immediately in

writing; and

(c) comply with any direction from the Authority to enforce any such undertaking

1.21.4Arrangements with ultimate controller

The Licensee shall not, save with the consent in writing of the Authority, enter
(directly or indirectly) into any agreement or arrangement with any ultimate controller
of the Licensee or with any subsidiariyamy such ultimate controller (other than the

subsidiaries of the Licensee) at a time when:

(a) an undertaking complying with Condition 1.21.1 is not in place in relation to that

ultimate controller; or

(b) there is an unremedied breach of such undertaking; or

(c) the Licensee is in breach of the terms of any direction issued by the Authority
under Condition 1.21.3(c).
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Condition 1.22Financial gearing and credit rating

1.22.1Financial Gearing

The Licensee shall by 30 June of each year following the Formula Y &anjtgo the
Authority a certificate, approved by a resolution of the board of directors of the
Licensee and signed by a director of the Licensee pursuant to that resolution, showing
the Financial Gearing as at the end of the preceding Formula Year. Emsédcshall
provide the Authority with such information to support that certificate as the Authority

may request.

1.22.2Financial Gearing (Definition)

For the purposes of Condition 1.22.1:

fiFinancial Gearingo means Net Debt as a percentage of the

Regulatoy Asset Base;

fiNet Debto means the Licenseeos
(including, without limitation, bank loans, dek
securities, finance leases, hire purchase
contracts and neaquity shares) less the

Licenseebdbs cash and

fRegulatory Asset Bas&® means the Total Regulatory Value at the enc
the formula year calculated in accordance wi
Condition 2.3.18

1.22.3Credit Rating (Application)

The Licensee shall comply with Conditions 1.22.3 to 1.22.8 (inclusive) with effect

from 31 March 201@nd shall only be released from any such obligation to comply
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upon a direction from the Authority stating that such obligation shall cease to apply

from a date as specified in the direction.

1.22.40bligation to Obtain a Credit Rating

The Licensee shallka all appropriate steps to ensure that the Licensee obtains and

thereafter maintains an investment grade credit rating.

1.22.5Investment Grade Credit Rating

Il n t hi s i@eshmnt grade anedit ratingd me ans , in respect
that that peson has:

(a) unless sulparagraph (b) applies:

() anissuerrating of notlessthanBBBy St andard & Poor 6

Group or any of its subsidiaries; or

() an i ssuer rating of not |l ess than

Inc. or any of its subsidiaries; or

(i) anissuer senior unsecured debt rating of not less than BBBitch

Ratings Ltd or any of its subsidiaries; or

(iv) an equivalent rating from any other reputable credit rating agency
which, in the opinion of the Authority (notified in writing to the
Licensee), hs comparable standing in both the United Kingdom and

the United States of America; or

(b) such higher rating as may (in each case) be specified by those agencies from time

to time as the lowest investment grade credit rating.

1.22.6Reporting on Credit Rating

The Licensee shall:
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(a) deliver to the Authority evidence that the Licensee has complied with its
obligations to obtain a credit rating pursuant to Condition 1.22.4;

(b) make regular enquiries to become aware, and if it becomes aware that an
investment grade coé rating obtained under Condition 1.22.4 is downgraded
or likely to be downgraded, inform the Authority immediately in writing;

(c) inthe event that the credit rating is below the level required for an
investment grade credit rating or is under review fassible downgrade below
an investment grade credit rating, inform the Authority immediately in writing
detailing the measures taken to implement Condition 1.22.7 and the measures
undertaken to retain, gain or regain the investment grade credit rating;

(d) on 3 June of each year submit to the Authority a report on the present
status and future outlook for the coming year of the credit rating and the

present status and future outlook for the Financial Gearing.

1.22.7Additional Restriction on Dealings

Notwithstanding Condition 1.19.1(b), where (in accordance with Condition 1.22.8)
this Condition 1.22.7 applies, the Licensee may not, without the prior written consent
of the Authority (following disclosure of all material facts) transfer, lease, license or
lend aly sum, asset, good, right or benefit to any affiliate or related undertaking of the

Licensee otherwise than by way of:

(a) atransfer, lease, licence or loan of any asset, good, right or benefit on an
armés | ength basis, on noevalaeloftteo mmer ci
consideration due in respect of the transaction in question is payable wholly in

cash and is paid in full when the transaction is entered into;

(b) a payment properly due for any goods, services or assets in relation to
commitments entered infwior to the date on which the circumstances
described in Condition 1.22.8 arise, a

basis and on normal commercial terms;
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(c) arepayment of a loan, or payment of any interest on a loan, not prohibited
by Condition 1.19(a) and which was contracted prior to the date on which the
circumstances in Condition 1.22.8 arise, provided that such payment is not
made earlier than the original due date for payment in accordance with its

terms; and

(d) payments for group corporation teslief calculated on a basis not
exceeding the value of the benefit received, provided that the payments are not
made before the date on which the amounts of tax thereby relieved would

otherwise have been due.

1.22.8Additional Restriction on Dealing witAssets (Application)

Condition 1.22.7 shall apply if at any time:
(&) the Licensee does not hold an investment grade credit rating;

(b)  where the Licensee has a rating with more than one of the rating agencies
referred to in Condition 1.22.5, one or more of tngs held is below those

referred to in Condition 1.22.5; or
(c) the Licensee has one of the ratings referred to in Condition 1.22.5 and:
(i) is on review for possible downgrade; or

(i) the rating outlook of the Licencee as specified by one or more of the
credit raing agencies referred to in Condition 1.22.5 has been changed

from stable or positive to negative.
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PART 2
CONDITIONS APPLICABLE TO THE CONVEYANCE OF GAS

BY THE LICENCE HOLDER

Condition 2.1: Interpretation and Construction

2.1.1 Definitions

In this Part2, except where expressly stated to the contrary and unless the context
otherwise requires, the following terms shall have the meanings ascribed to them below:

"conveyance charges"

"conveyance services"

"Formula Year"

"Network Code"

"non standard gas credit meter'

"non standard gas meter"

"non standard gas ppmmyment

mee r O

means the charges made by the Licensee fo

conveyance of gas;

means all services provided by the Licenset
conveying gas to, through and within t

Licensed Area;
means a year commencing on 1st January;

meansthe network code asprepared by the
Licensee under Coitébn 2.5.2;

means a gas credit meter owned by the Licel

which is not a standard gas credit meter;

means either a non standard gas credit or

payment meter;

means a gas pigayment meter owned by tt
Licensee which is not a standard gasgagment

meter;
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"owned" means in relation to any gas meter title in
control over a meter and includes meters lec

to a person;

"standard gas credit meter" means aas credit meter of a type so specifi
and owned by the Licensee;

"standard gas meter" means either a standard gas credit cpprienent

meter;

"standard gas prpayment meter' means a gas pqgayment meter of a type ¢
specified and owned by the Licgge;

"transportation arrangements” means the arrangements which licence holde
exemption holders may have with the License
have gas introduced into, conveyed by mean

and taken out of the Network ;

2.1.2 Singular/plural

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

requires.
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Condition 2.2: Territorial Scope and Exclusivity

2.2.1 Territorial Scope

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

2.2.2 Exclusvity

Subject to Conditions 2.2.3, 2.2.5 and 2.2.6, the Licensee shall be entitled exclusively to
convey gas to premises in the Exclusive Area until 04 September 2006 and thereafter

until 31st December 2016 unless, prior to that date, the Authority dee=rfiat the
continuation of the exclusive authority granted by this Condition 2.2.2 is no longer
necessary or expedient for the efficient operation of conveyance of gas to premises in the
Exclusive Area and accor di ngloyalarpartaii nat e s
the Exclusive Area by notice in writing to the Licensee.

2.2.3 Loss of Exclusivity in a district and the Licensed Area

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

determines on notice to the Licensee:

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

distribution pipelines in accordance with paragraph 1 of Schedule 4; or

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

has refused a request by either:

()  agas supplier for the connection of premises in tisatict to the Network

in order to give a supply; or

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

premises to the Network;

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

(iv) atthe time of the request the infill date in accordance with paragraph 1(b)
of Schedule 4 has passediwiespect to the district in which the premises
are located,

and subject to Condition 2.2.4, the Licensee shall cease to be entitled exclusively to
convey gas to any premises in the whole of the Exclusive Area where:

(c) with the exception of the distriof Larne, the Authority has determined on notice
to the Licensee that the Licensee should cease to be entitled exclusively to convey
gas to premises in three or more districts under this Condition 2.2.3; or

(d) the Department modifies Condition 2.2.2 &uhedule 1 pursuant to Article 9(5)
of the Order where it is satisfied on reasonable grounds of a contravention by the
Licensee of any of the following condi

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

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

2.2.4 Disapplication of Condition 2.2.3

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

premise under Condition 2.2.3 , then:

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

the notice of the determination;

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

request the Authorityybnotice to the Authority (a "disapplication notice"), not to
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2.2.5

2.2.6

(€)

(d)

apply the relevant paragraph of Condition 2.2.3 in which event the determination
shall not apply;

unless within six months of the date of the disapplication notice the Authority
makes a refence to the Competition Commission under Article 15 of the Order
relating in whole or in part to the modification of Condition 2.2.2, the relevant
paragraph of Condition 2.2.3 will continue not to be applied after that period has
passed in respect of theemises concerned; and

in the event of such a reference to the Competition Commission under paragraph
(c) above, the Commission gives a report, then until the licgrasgedunder
paragraph 1(a) ahe Grant shall be modified in accordance with tdeDin
relation to that reference, the Licensee shall remain entitled exclusively to convey

gas with respect to and notwithstanding the relevant paragraph of Condition 2.2.3.

Loss of Exclusivity in respect of particular premises

Following the twelth anniversary of this licence coming into force, the Licensee shall

cease to be entitled exclusively to convey gas to particular premises where the Authority

determines it has refused a request by either a gas supplier for the connection of those

premisedo the Network, in order to give a supply, or the owner or occupier of the

premises for the connection of those premises to the Network, and that the gas supplier

or owner or occupier is willing to pay the charge for connection as determined under

Condition 2.4 and comply with the Licensee's other terms for connection as also

determined under Condition 2.4.

Conveyance of Gas for Transhipment

Nothing in Condition 2.2.2 shall exclude the entitlement of any other person authorised

by licence or exemptioto convey gas through pigmes in the Licensed Area provided

that such person does not convey gas to premises in the Exclusive Area other than as

may be conveyed to premises solely for the operation of its gas plant.
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2.2.7 Additional duty to provide irdrmation

The Licensee shall advise the Authority by its report given under Condition 1.2 in

respect of the immediately preceding year whilst that Condition applies, and thereafter

by a report provided to the Authority no later than 1st March of each gedhd

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

(@)

(b)
(€)

(d)

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

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

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

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

capital expenditure on distribution piliees, gas plant, and other apparatus
utilised by the Licensee in tlmnveyance of gas in aggregate for the Licensed

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

and the provision of Conveyance services

2.3.1 Determination of conveyance chasday the Licensee

Conveyance charges shall be determined by the Licensee in reSpecimula Year

1999 and each Formula Year thereadtedthe Licensee shall subject to the provisions

of Conditions 2.3.8, 2.3.14 and 2.3.7A, as the case may be, esthblistethods and
principles on which conveyance charges shall be determined for gas suppliers wishing
and entitled (or entitled within the Formula Year in respect of which the methods and
principles shall be determined or the next following Formula Yéagse the Network

and the Licensee shall publish the same in accordance with Conditon 2.3.2 provided that
for the purposes of Condition 2.3.1(a) in establishing the methods and principles on
which conveyance charges shall be determined the Licenseealstsalin a manner
consistent with the subsequent application of the provisions of Condition 2.3.8.

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

Subject to Condition 2.3.3:

(@) the licensee shall (no later than 1 Octobereach preceding yearjor the

forthcoming yearpublish a statement of:

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

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 sdra copy of any such statement to any person who asks for

one;
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2.3.3

2.3.4

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

Approval ofAuthority to conveyance charges and other terms for the conveyance ofgas

No later tharone month and five working dapefore it intends to publish its statement
under Condition 2.3.2 the Licensee shall notify the Authaftyhe contents of that

statement, and:

(@) provide the Authority with such information as will enable the Authority to be
reasonably satisfied that the methodology and principles for the conveyance
charges have been determined in accordance with thesiproes of Condition
2.3.8;

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

out in the statement; and

(c) prior to publication, obtain thAuthorityd s a p p thedovnaand content of

thatstatement.

Charging forthe conveyance of gas and prohibition on undue discrimination

The Licensee shall:

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

published under Condition 2.3.2 in respect of that Formula Year;

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

and

(c) within 28 days of receiving a request for the quotation of conveyance charges for
specified conveyance services by a gas sepgrovide the gas supplier with a

specific statement of the conveyance charges and other terms for the conveyance
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2.3.5

2.3.6

of gas applicable to the conveyance services for which the gas supplier requested
a quotation;

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

charges in return.

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

The Licensee shall provide gas suppliers with conveyance services in accavilance
the Network Code.

Resolution of Disputes

The Authority may, on the application of any person entitled (or claiming to be entitled)
to requireconveyance services by the Licenssdl, refer the application in the first
instance to the General @sumer 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 applicatimGeneral Consumer Council will
settle any dispute beeen the applicant and the Licensee in so far as it relates to any of
the following matters and at any time thereafter the Licensee shall provide a gas supplier

with conveyancing services:

(a) inaccordance with the conveyance chargesaainther termsdr the conveyance
of gas, and where applicable the Licensee's connection chasgitermined by
the Authority pursuant to it settling a dispute referrethtogeneral Consumer
Councilin accordance with the above paragraph,\ahdre the gas supplies i
willing to accept the same and the Licenseeotlsrwiserefused to provide such
conveyancing servicesf the General Consumer Council is unable to resolve the
dispute the application will be referred back to the Authority. The Authority will
try to resolve the dispute with reference to conditior3s62a) and 23.6 (b)..
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(b) notwithstanding the provisions of Conditions 2.3.1 and 2.3.2, in accordance with a
price determined by the Authority as will allow the Licensee to enjoy a revenue
within the maxmum amount recoverable under its conveyance charging
methodology for the use of the Networkdss supplieras may be realised under
Conditions 2.3.8 and 2.3.14 as the case may be, and where applicable, the
Licensee's connection charges, and on suchr dédtens as the Authority
reasonably considers appropriate in all the circumstances, including terms as to
the Network Code, or as may establish, modify or amend a Network Code, where
the Licensee's conveyance charges and other terms for the conveyaase of g

and/or the Network Code:

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

conveyance services sought by the gas supplier;

(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 2.3.6 the Authority is satisfied that any
determination would not prejudice the efficient and safe operation of the Network or the

conveyance by the Network of:

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

the conditions othelicencegrantedunder paragraph 1(a) of the @taand

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

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

Page73of 160



2.3.7 Additional duty to provide information

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

(8 the number of separate arrangements with gas suppliers for gas conveyancing
services provided; and

(b) the volumes of gas offtaken from the Network by gas suppliers.

2.3.7A Direction by the Authority

(@)  Where the Authority determines titas necessary for the Licensee to revise:

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

charges as provided in the Licensee

(i) the conveyance charges and other terms for the conveydngaso

determined and included in the latest published statement,

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

provisions of the direction.

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

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

provision of Conveyance services

2.3.8 Charging methodology for the conveyance of gas

The Licensee shall in setting its charges for the conveyaingas in the Network use
reasonable endeavours to ensure that in each Formulacoeamencing Formula Year
2007, theamount it recovers under it®nveyanceharging methodology for the usé

the Network bgassuppliersshall not exceed themountcdculated in accordance with

the following formula:

M,t = (RE,t+ GF,t)(RPI,F,t/RPIE) - Kt

where

M: = the maximuma mo u n't recover abl econvaeyaheer
charging methodologin that Formula Yeat;

RPk= the absolute value of the Retiicesindex for Formula Yeardefined as
the absolute value of the RetRilicesindex published for September of
Formula Yeat;

RPIe = the Designated Parameter of that name established at therenest
Review (as the base reference point for the Retail Prices Index for
September);

Re, = the Determined Total Conveyance Revefarethat Formula Yeat
calculated in accordance with the following formula:

Ree=a (R Vi)
where

a = the summation across all fouConveyance Categosewhere i is
i

representative of a Conveyance Category;
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Peiv =

Veis =

Grt

where

Ll
I

Eijt —

Fijt =

Eijt

the Determined Revenue Per Therm in respect of Conveyance Category

for Formula Yeat;

in respect ofeach of thefour Conveyance Categorigbe determined

number of therms of gas conveyed in that Formula ¥,@arrespect of
that Conveyance Category

the Total Connections Incentive Revefard-ormula Yeat calculaed in
accordance with the following formula:

Gr: = Z (N, Jit Ng; .J-'.::'H Eijt

the summation across all Conveyance Categories and Conveyance

Subcategories wheras representative of a Conveyance Category

andj of a Conveyance Subcategory;

the actual number of New Connections in respect of Conveyance

Categoryi and Conveyance Subcategpipr Formula Yeat;

the Determined number of New Connections in respect of

Conveyance Categonand Conveyanc8ubcategoryfor Formula

Yeart;

the Determined Average Incentive Value in respect of Conveyance
Category i and Conveyance Subcategoly and value of

(NF,i,jt - NEj.jt ) for Formula Yeat determined in accordance with
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2.3.9

the methodology agrdebetween the Authority and the Licensee;

For the avoidance of doubt, the Connections Incentive shall apply from Formula Year

2008.

Ki = a value representing a correction factor as set out in CoriBéh

For the avoidance of doubt, the Licensee shall forecast val&d2qf V. ; , Ng;ijt, and

K: (to the extent that the values are not known by 1st October of the Formulalyear

SO as by its reasonable endeangit makes a best estimate of them.

Correction Factor
For the purposes of Conditich3.8 K; shall be calculated in accordance with the

following formulae:

either K =Z¢.,(1 4, /100

if Z. ., is greater than-0.4M,, )

or K= 0.1(M.,)(1 K, /109

if Z. ., is less than or equal te 0.1 M, ,)
where

ZF,t = (MF,t - (RE,t +GF,t)(RPIF,t/RPIE))+ZFJ-1(1+ I F't)

Me: = the actual amount recovered bihe Licensee under its conveyance

charging methodology for the use thie Network by gas supplieis

Formula Year t;
= the percentage interest rate in Formula Year t, which shall be:
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whereK; (taking no account d; for this purpose) has a positive valug,

or
whereK; (taking no account d; for this purpose) has a negative value,
the Average Specified Rate in Formula Yearptus one and a half

percentage points.

2.3.10 Review Process & Disapplication Natig

Conditions2.3.10to 2.3.13set out the process by which the core terms of the price

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

2.3.11 The Review
The Designated Parameters and the Determination Values applying in respect of each
Formula Yeart will be established in accordance with the process set out below (a
AReviewo). A Review will take place at s

Formuh Yeart=n.

2.3.12 Terms Relevant to Reviews

In respect of each Review:

(a)m, nandg are those Designated Parameters set out in Conditto2?as established

at the preceding Review; and

(b)ais, in respect of any quantifiable term, the most recent Forveda in respect of
which the Licensee has submitted an Actual Value for such a term for the
purposes of Conditior.3.14to 2.3.19

2.3.13 Reviews Generally

In respect okach Review:

(a)the Licensee shall provide to the Authority the Best Available Values required in
accordance with Condition2.3.14to 2.3.19 together with the Lioes e e 6 s

proposed Designated Parameters for that Review, by the date occurring 15 months
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prior to the end of each Formula Year n.

(b)the Authority will determine the Determination Values and the Designhated
Parameters that apply in those Formula Yeéascurring during the periot=

n+1ltot = q (inclusive) and in doing so:

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

proposed Designated Parameters submitted by the Licensee; and

(i) base its determination of the [Bemnined Revenue Per Therm for each
Conveyance Categoand Determined Total Conveyance Revesthe
underlying calculations contained in Conditich8.14to0 2.3.19

(c)the Authority shall, following its determination, give notice in writing to the Licensee
of the Determination Values and the Designated Parameters that it proposes to
apply inthose Formula Yearsn+1tot=qi ncl usi ve (a fDet er mi

(dwhere the Licensee considers that t he |
Notice would not be acceptable:
()  the Licensee may within 28 days of the date of the Determination Notice
request the Authority by notice (a "Review Disapplication NoticetYm
establish the Determination Values and Designated Parameters set out in
the Determination Notice and where such notice is given the
Determination Values and Designated Parameters established by the

preceding Review shall continue to apply;

(i)  where following the giving of a Review Disapplication Notice the
Authority does not by the date falling 56 days after the date of the Review
Disapplication Notice make a reference to the Competition Commission
under Article 15 of the Order relating in wholeio part to a modification
of this Conditior2.3.8 the Determination Notice shall have no effect and
the Determination Values and Designated Parameters established at the

preceding Review shall continue to §p@mand

(i) inthe event of such a reference to the Competition Commission under (ii)

above, this Condition 2.3 may be modified in accordance with the Order
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and in the manner specified in the report of the Competition Commission;

(e) without prejudiceo paragraph (d) and to Article 14 of the Order, with effect from
the first day of the Formula Ye&n+1 the effect of a Determination Notice
given under paragraph (c) shall be such that:

()  the Determination Values set out in the Determination Notied apply
for the purposes of and operation of this Condition 2.3 in relation to
Formula Year¢=n+1 tot=q;

(i)  Condition2.3.22shall be modified to include the Designated Parameters
contained in the Determination Notice

in each case in substitutidar and instead of the Determination Values and

Designated Parameters established by the preceding Review.

2.3.14 Establishing the Best Available Values

For the purposes of Conditich3.8 the following Best Availablévalues shall be
submitted by the Licensee, in respect of each FormulatYean t=a submitted at the
preceding Review up to and includitrgq for the current Review. These Best Available
Values shall comprise Actual Values in respect of the FormulesXgatot=a for the
current Review, and the Licenseeds best

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

The Best Available Values are:

Vg,  Best Available Volume in Formula Yeafor Conveyance Qagoryi;

Cs, Best Available Capital Expenditubefore adjustments fanovements in

Capital Creditorsin Formula Yeat;

CC;, Best Available Capital Creditors in Formula Year

Og, Best AvailableOperating Expenditure in Formula Year
Dg, Best Available Annual Depreciation in Formula Y &ar
Qs Best Available Working Capital for Formula Yetar
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Ng,ij: Best Available number of New @wections in respect of Conveyance

Categoryi and Conveyance Subcategiipr Formula Yeat;

Hg,;, BestAvailable Average Incentive Value in respect of Conveyance Category

and Conveyance Subcategpand value OéNF,i,j; - Nejj ) for Formula

Yeart; and

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

Formula Year.

To the extent the Best Available Values comprise monetary amounts, the Licensee shall
express each such valuedanstant price terms (calculated in accordance with this
Condition 2.3.194. For each of the Best Available Values submitted in respect of
Formula Yeard=a+1 to t=q (inclusive), constant price terms shall mehattsuch
forecasted values are all stated in the same money of the day terms as at the time they are
all forecasted. For each of the Best Available Values submitted in respect of Formula
Years up tot=a, constant price terms shall mean that such Actualidé&bre all
converted to the same money of the day terms by multiplying the Actual Value by the

following ratio:

RPI,
RPl,,

WhereRPI; i s t he Licenseeds proposed value for
each of the Fornia Years that are the subject of the current Review. It is the base
reference point for the Retail Prices Index and will reflect the money of the day terms in

which those Best Available Values that are forecasts were forecasted.

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

calculations are based.

2.3.15 Establishing Best Available Revenue Per Thamd Total Conveyance Revenue
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In addition to tle Best Available Values referred to in Condit®B3.14 the Licensee
shall, at each Review, also submit Best Available Revenue Per Therm values for each
Formula Yeart that is to occur during the perigdn+1 to t=q (inclusive) for that
Review. The Licensee shall provide Best Available Revenue Per Therm values for each

Conveyance Category and for each such Formula J(I@Baq) The Licensee shall
provide Best Available Total Conveyance Revenueséoh Conveyance Category

(Rs;,) and for each such Formula Ye[&, ) where
Reii = R\, and
Re: = a Ra.i

Conditions2.3.15t0 2.3.19 set out the Best Available Value categories and the

underlying calculations upon which the Licensee should base its valigs, of

The Licensee shall estimate values for the Best Available RevenWheFrm(PB,i,t) So

that:
€) such values comply with the requirements set out in this Condit® b5
(b) the value for each Conveyance Categavill not, unless otherwise agreed

with the Authority, difer between Formula Yeats

Each value oF;; ; shall be set so that the cash flow (adjusted to reflect the allowed rate

of return) over the Formula Years in question is equal to the difference between the
Total Regulatory Value at theé of Formula Yean and the Depreciated Asset Value
Working Capitaland Capital Creditorsat the end of Formula Yeay This will be

shown to be the case where the value®gQf secure the following net present value

result:

94 F 0 DAV,  + +CC
4 o8 TRy, + oo " Qea *Cho

t-n g-n = 0
t=n+1C 1+ rB) - (1+ rB)

For the purposes of Conditidh3.15 the following terms shall have the following
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meanings:

n, q are Formula Years as defined in Conditiar3.12 As the value of the
Designated Parametgifor that Review is also being established as part of that
Revi ew, Pt owi || necessarily be the Li

Parameter;

q
a is the summation of data in respect offalmula Years$ fromt=n+1 to t=q

t=n+1
inclusive;
Fs. isthe Best Available Cash Flow for Formula Yggbeing a sum calculated in

accordance with Conditio2.3.19;

rs istheLi censeeds proposed value of the

return to apply to each of the Formula Years within the relevant period.

Provided that, where the Licensee does not propose the same value for

each of the relevant Formula Yeafd;r;)"" shall be replaced with
A+rg ) @l+rg,,)..(L+rg,) and (1+rg)™" shall be treated

accordingly;

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

calculated in accordance with Conditi218.17; and

TRV;, is, the Best Available Total Regulatory Value at the end of Formulat¥ear

(being a sum calculated in accordance with CondRi@&nlg.

2.3.16 CalculatingFg, (Cash Flow)
Fg, is an amount equal to the Best Availab#al Conveyanc&evenue fdhe relevant

Formula Year, less the Best Available Capital Expendifarehat Formula Year,
adjusted (Wereapplicable) for the Best Available Movement in Capital Credifors

that Formula Year, less the Best Available Operating Expenditure for that Formula Year,
adjusted (where applicable) for the Best Available Movement in Working Capital for

that Formua Year, which shall be calculated as follows:
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FB,t = a (PB,i,t ("DIB‘i,t)- CB,t - CCIB,t- OB|t - QI'B,t

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

Yeart and the Best Available Working Capital for Formula Y#&dr, which shall be

calculated as follows:

QIIB,t :QB,t - QB,t-l

and CC,, is the difference between the Best Available Capital Creditors for Formula iecr

the Best Available Capital Creditors for Formula Y#&dt, which shall be calculated as follaws

CCB,t = CCB,t - CCB,t-l

2.3.17 Calculating DAV, (Depreciated Asset Value)

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

Depreciated Asset Value to date, measured at the end of eachd&anl In respect
of Formula Yeat from 2007,it shall be the value of such amount applying to Formula
Yeart-1, plus the Best Available Capital Expenditure in Formula Ydass the Best

Available Annual Depreciation in Formula Yedawhichshall becalculated as follows:

DAVB,t = DAVB,t-l +CB,t - DB,t

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

the Determined Value of Capital Expenditure.

2.3.18 CalculatingTRV; , (Total Regulatory Value)

TRV, , is the Best Available Total Regulatory Value at the end of Formulat¥ eat
Is the sum othe Best Available Depreciated Asset Value for Formula Year(or in
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2.3.19

other words the opening position at the beginning of Formula trea#1), plus the
Best Available Working Capital for Formula Yezrn (or in other words the opening
position at thebeginning of Formula Year=n+1), plus the Best AvailableCapital
Creditors for Formula Yeat= n (or in other words the opening position at the
beginning of Formula Year=n+1), plus the Best Availablerofile Adjustment as
follows:

TRV = DAVgn+ Qan+ CCan+ PAgn

Where:

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

Condition2.3.19, and

Qs: andCGCgaretreated as a paskrough andare corrected to actualat the end of

eachReviewPeriodas described in condition 2.3.23.

In respect of Formula Yedr2006, TRV , = £312.8m.

Calculating the Profile Adjustment

The Profile Adjustment is an adjustment to reflect the {tamg natwe of the price
control set out in this Condition 2.3. The Determined Revenue Per Therm values are
established at each Review by reference to the period to Formulé&=geamnd not by
reference to the period to Formula Y&am. At each Review therefore,is necessary to
recognise the financial impact of having set a deferred recovery profile at the previous
Reviews, by allowing the value that has been deferred at the preceding Reviews to be

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

RPI,
RPI_

PA . = PA .

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

PAc ,will have been daulated by the Authority as follows:
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PA . =- %8 Fe (1+1)" - TRV (L+1)" "+ DAV, +CC., +Q.,

Ct=m+1 :

- OOt

Where:

m, n are Formula Years as defined in Conditib8.12

n

a is the summation of data in respect of all Formula Years fieih to n
t=m+1

(inclusive);

Feor Terr TRVe,, DAV, CCy,, Q. , are Determination Values and Designated

Parameters established by the Authority atpifeerious Review in respect of Formula

Yearst, mor n (respectively);

I is the Designated Parameter for rate of return that applies to each of the Formula
Years within the relevant period. Provided that, where the Authority didtabtisls the

same value for each of the relevant Formula Ye@rsr:)"™" shall be replaced with

(A+re ) @+re,,,)-.(A+re)and (L+r. )™ ™ shall be treated accordingly.

2.3.20 Closing Reqgulatory Value

If DAVg,.,> O, this value Isall be returned to the Licensee in those Formula Years

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

rate.

2.3.21 New Connectios

The Licensee shall, at each Review, submit Best Available Values for the number of
New Connections it expects in each Conveyance Categad/Conveyance

Subcategory in the periodt=n+1 to t=q.

2.3.22 Current Designated Parameters
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The Designated Parametéosapply in the first Formula Year and in each subsequent
Formula Year up to and including Formula Year 2011 shall be:

(ii) Designated Parameter Value
fy 0.075

m 2006

: 2011

q 2046

RPI 200.1

2.3.23 Definitions and Interpretation

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

attributed to them below:

AActual o used as an adjective in relation to another defined wol

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

AAct ual Val 1 means,inrelatioto any quantifiable term and in respect
any Formula Yeat, a value that is established as t
accurate value to be attributed to that term at the end o
Formula Year by reference to verifiable data in f
possession of the Licensee. An Actual \éaisidenoted in
the terms of formulae in this Condition 2.3 by the use o

F subscript;

AAver age Spemeans, inrespect of a Formula Year, the average o
daily base rates of Northern Bank plc expressed ¢
percentage (or if such a rateases to be published, su

other comparable rate as the Authority may specify)

Page87 of 160



AfnAnnual

D e p r means the annual depreciation of those assets incl

fBest Avail

5t

ACapital

Best Avail

Cr

€

within the Depreciated Asset Value, allocated or
systematic basis over the useful lives affsassets, using
policies and asset life assumptions approved by
Authority. The Depreciated Asset Value for 2006 shall
depreciated on a straighme basis using a 40 year ass
life;

used as an adjective in relation to anothdindd word or
phrase, means the Best Available Value to be attribute
it;

means, in relation to any quantifiable term, a value
which the Licensee is required to provide best avalile
information in accordance with Conditi@:3.140r 2.3.15
and which, in respect of past Formula Years and to
extent possible, is based on Actual Values, and otherw
a forecast best estimate. A BAstilable Value is denotec
in the terms of formulae in this Condition 2.3 by the use

a B subscript;

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

that they relate to the Controlled Charges:

()  Any monies due from the Licerse relating to
Capital Expenditure, at the end of that Formi

Year; plus

(i)  Any payments due from the Licensee, relating
Capital Expenditure, that, at the end of tt

Formula Year, constitute accruals.
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ACapital EXxr¢

AConveyance
and AConveye

Sbcategoryo

means that capital expenditureFormula Year before

adjustments foMovements in Capital Creditorfer the

development, construction, maintenance and operatic
the Network in order to provide conveyance services ir
economically efficient and safe manner given forec
development, including but not limited to the capital cos
of standard credit and prepayment gas meters whict
Licensee may be required to provide under Condition 2
and payments which may be made by the Licensee u
Conditions 2.6.2(a)(ii) and 2.6.3(a)@nd expenditure or
capital works by the Licensee undertaken by affiliates
related undertakings, but excluding costs which may
recoverable by the Licensee under Conditions
2.6.2(a)(i) and 2.6.3(a)(i);

means a particular group of customers defined for
purposes of calculating the maximum conveyance revi
and applying a connections incentive, the four Convey:
Categories, and their Conveyance Subcategoyi@ghere

applicable) being:

i =1 firm gas demand of less than 2,500 therms
annum which uses distribution pHiee for

conveyance,

Subcategorieg

j = 1 domestic owner occupied;

j = 2 domestic new build;

j = 3 domestic N.I.H.E;

Page89of 160



j = 4 industrial and commercial

I = 2 small ard medium industrial and commercidirm
gas demand of 2,50025,000 therms per annur
which uses distribution pipkne for conveyance;

I = 3 large industrial and commercialfirm gas demand
of over 25,000 therms per annum which u:
distribution pipeline for conveyance,;

Subcategorieg

j = 1 firm gas demand of 25,000’5,000 therms pel

annum:;

rm gas demand of over 75,000 therms per annem4
interruptible- gas demand which can be interrupt
under the terms of the supply contract andolvhises

distribution pipeline for conveyance;

ADesi gnat ed means those parameters set out in CondRi@n26 the
applicable values from time to time for which are set ot
Condition 2.3.22 and those parameters that have b
established (subject to any restrictions imposed ui
Condition2.3.26 as such by the Authority in accordan
with Conditions2.3.11to 2.3.13 (highlighted by use of tf
E subscript); and, in respect of Best Available Values,
Licenseeods proposed val
(highlighted by use of th& subscript). The Designate
Parameters set at oReview will apply unless and unt

revised at the next Review. Unless a Designated Paral
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A

A

3t

=1

=1

1

Det er mi ned¢

Deter minat i

Deter minat i

For mul a Yea

New Connect

Operating

E

has & subscript, the value set at a Review must be the

for each Formula Year in the peribeh+1 tot=q;

used as an adjective in relation twther defined word ol
phrase, means the Determination Value to be attribute
It;

means a notice given in accordance with CondRi&n13

(c);

means, in respecif each Formula Yedr a value that ha:
been determined by the Authority to apply in respec
that Formula Year in accordance with Conditio8.13 A
Determination Value is denoted in the terms of formuna
this Condition 2.3 by the use of &wsubscript;

means a year commencing on 1 January;

means dirst time connection of a premises or site to tt
Network in Formula Year t and thus is one which has
previously conibuted to the revenue of the Licensee f

the conveyance of gas;

means that operating expenditure for the developmen
construction, maintenance and operation of the Netwc
to provide conveyance services in an economically
efficient and safe manner given forecast development
throughput, including but not limited to the charge for
commissioning gas, such commissioning gas to be
purchased on a economic basis, and including but no
limited to the installation and operating coststandard
credit and prgpayment gas meters which the Licensee
may be required to provide under Condition 2.6.1, anc

payments which may be made by the Leserunder
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fnRet ai l

ARPIO

i Revenue

NfnRevi

ewo

Pric

Per

Conditions 2.6.2(ii) and 2.6.3(ii) and the charges for
services to the Licensee by afiiles or related
undertakings of the Licensee, but excluding costs whi
may be recoverable by the Licensee under Conditions
2.4, 2.6.2(i) and 2.6.3(i). For the avoidance of doubt,
allowed operating expenditure shall include but not be
limited to the charg for gas purchased from companie:
affiliated to the Licensee for the purpose of operating
Network, such purchases to be on an economic basis

means the General Index of Retail Prices published b
the Office of Nationabtatistics each month in respect (

all items; or

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

appropriate in the circumstances; or

b) if there is a material change in the basis of the Inde
such other index as the Authority may after consultatic
with the Licensee determine to be appraderia the

circumstances;

means, in respect of any Formula Ygahe Total
Conveyance Revenue for that Formula Year divided k

the Total Volume for that Formula Year;

has the meaning attributed to it in Conditix3.11,

ARevi ew Di s ameansa notice given in accordance with CondRi&113
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Noticebo (d);

ATot al Conve means the allowed revenue for the conveyafcgas
Revenueo determined by the Authority;
ATot al Vol un meansthe aggregate quantity of gas, in therms, take

the Network as a result of arrangements with gas supg
in the Formula Year;

AWor ki ng Cap means, inrespect of each Formula Year antheceitent
only that they relate to the Controlled Charges:

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

Formula Year; plus

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

Formula Year, constitute prepayments; plus

(i)  any grants that are, at thedeof that Formula Year

still due to the Licensee; less

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

Formula Year; less

(v) any paymentdue fromthe Licensee that, at the er

of that Formula Year, constitusecruals

Il n this Condiot,i direxdp.ehdiffrueveednueidebt or so,
and A a dancludingadagtal Creditorsare the amountwhich are confirmed by the

auditors to be relevanto theprovision ofconveyance services within the meaning of this
Licence and which aregeial to such of those relevant amounts as have been included under
appropriate headings in th&nancial statements of theicense@s Separate Business of
conveying gaso, through and within the Licensed Area as specifie@dndition 1.3for each

periodin question
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2.3.24 Determination Values

The Determination Values to apply in the first Formula Year (yegt) and in each
subsequent Formula Year up to and including Formula iyglaall be as notified by the
Authority to the Licensee in accordance with Conah2.3.13

2.3.25 Best Available Values, Determination Values and Actual Values

Description Best Available Values Determination  Actual
Values Values

Volume (for V.. Ve Vet

Conveyance Bt

Categories)

Capital Expenditure Cs, Ce,

Capital Creditors CCq, CCq¢,

Operating Og, O,

Expenditure

Annual Depreciation Dg, De,

Cash Flow Fe. Fe,

(calculated in
accordance with
Condition2.3.16

Working Capital Qs Qe

Revenue Per Therrr Pait Py P
(for Conveyance
Categories)

Total Conveyance Rs . Re
Revenue

Number of New Ne.i s Ne.i i N
Connections (for

Convewance

Categories and

Conveyance

Subcategoriep

Fijt
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2.3.26

Average Incentive
Value (for
Conveyance
Categories and
Conveyance
Subcategorieg

Depreciated Asset
Value (calculated in
accordance with
Condition2.3.17

Total Regulatory
Value (calculated in
accordance with
Condition2.3.18*

Profile Adjustment
(calculated in
accordance with
Condition2.3.19*

Hg,ijt He,ijt

DAV,, DAV
TRV, TRV, ,
PAs , PA:

* at end of Formula Yean (for the Review in which Best Available Values are being

submitted) or at the end of Formula Yeafon and following determination of

Determination Values for that Review).

Designated Parameters

Description

Rate of return

Trigger for Reviews (as definec
in Condition2.3.1))

The Formula Year that was n fc

the preceding review

Designated Limitation to the application of re-

Parameters designated values

r, Means a prdax rate of return of 7.5%
up to and including Formula Year
2016 applied to real cashflows, aftel

which time it may be reviewed by th

Authority;
n A Formula Year
m A Formula Year
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The forecasting horizon for q Shall be the Formula Year 2046 unt

review calculations (as defined 2041, after which time it may be the

in Condition2.3.12 Formula Year 2046 or any Formula
Year after 2046

The indexation base * RPI None
* which will, in respect of the Determination Values detgred at the Review in

guestion, reflect the prices in which those Determination Values are expressed. It can

therefore be used, in conjunction WRRI_,, to adjust the Determined Revenue Per

Therm value to allow for changes in the Re®aites Index in the period since the value

of the Determined Revenue Per Therm was determined.
Key to other formula parameters:

a subscript to denote a Formula Year as defined in CondRi@nl2

B subscriptto denote a Best Available Value;

C, Capital Expenditure in Formula Yegr

CC, Capital Creditors in Formula Yedr

CC, Movement in Capital Creditors in Formula Ydar
E subscript to derte Determination Values;

F subscript to denote Actual Values;

[ subscript to denote a Conveyance Category;
J subscript to denote a Conveyance Subcategory;
l¢ Average Specified Rate in Formula Yé¢ar

m subscript to denote a Formula Year as definedandition2.3.12

Q Working Capital in Formula Year t
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Q' Movement in Working Capital in Formula Year t;

O, Operating Expenditure in Formulae¥rt;

PA Profile Adjustment (calculated in accordance with Condigidh19 in

Formula Year t;

RPI:, RPI; Retail Prices Index base reference points (as defined in Corsdition

2.3.8and2.3.19;

RPI., Retalil Prices Index value for September of Formula Year

t subscript to denote any Formula Year;

Z.;, the Actual Value for accumulated under or ekecoveries for Formula Yeaand
Conveyance Category(calculated in accordance with Conditi2r3.9).
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Condition 2.4: Connection Charges and Obligation tgoermit a Connection

24.1

2.4.2

Provisional Statement of connection charges, terms for connection and meter

connections and disconnections

Subject to Condition 2.4.3 and 2.4.4, the Licensee shall no late8 thanths after

the coming into force of (i) thisdence or (ii) any modification of this conditior#2.

(as the case may bgive the Authority a statemefar 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 ltleensee, for:

(@) connecting any premises amy part of the Network which can reasonably
be expectetb become operational prior to the Licensee giving its statement
under Condition 2.4.2, and for maintaining, repairing and renewing the
connection and dconnecting the premises and removing gas fittings owned

by it and comprised in the connection;

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

owned by the Licensee in any premises; and

(©) connecting t@anypart of the Netwdd which can reasonably be expected to
become operational prior to the Licensee giving its statement under
Condition 2.4.2, any pipéne system to or from which gas will be
conveyed by means of that element of the Network, and maintaining,

repairing and neewing the connection;

and in any such case the Liseashall, when giving such a statement, include in that
statement the Licensee's other terms for the connection and an explanation of those
terms together with he Li censeeds t e dhahrequirerentsl e si gn

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

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

disconnections
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2.4.3

Subject to Conditions 2.4.3 and 2.4.4, the Licensee shall no later thaepiestnBer
1997 give the Authority a statement superseding that under Conditionf@r4tie
approval of the Authority as to form and contahigwing the methods by which and
the principles on which charges are to be determined by the Licensee, for:

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

owned by it and comprised in the connection;

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

owned by the Licensee in any premises; and

(c) 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 Licerghall when giving such a statement include in that
statement the Licensee's other terms for the connection and an explanation of those
termstogether withthde i censeebs technical design

which apply to the making of a conniect to its Network

The statement and cases and classes of cases

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

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

connection; and

(b) inrespect 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.
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2.4.4 The statemento give likely indication of costs and additional duty to provide

information

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

owned by the Licensee or pifiee system and the Licensee shall:

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

(b) enable a personrequesting a connection in those circumstances to determine what
works or other actions he would need to undertaicduding without limitation
any work or action required to comply withthe censeeds technic
operational requirementd$or the Licensee to provide the connection.

2.4.5 Authority'sapprovakequired 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 Conditions 2.4.1 and 2.4.2 as they relate to charges for

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

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

connection of pipdine systems

The Licensee shall:

(@)

(b)

(€)

not charge for a connection of premises, of any nomlatdrgas meter, gas meter
not owned by it or any pipkne system to the Network on any basis or establish
other terms for the connection on any basis other thahcontained in the

statement published under Condition 2.4.5;

not show any undue preégice towards or undue discrimination against any
person or case or classes of cases of person seeking a connection of premises to
the Network, or of any non standard gas meter, gas meter not owned by the
Licensee or any person who operates or proposgetate a pipdine system, in

relation to the connection of that system to the Network and in the case of a pipe
line system to be connected to the Network the Licensee shall not refuse arequest
for connection where the person seeking the connectionllisgMio 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
coveeed by the published statement, provide the person requesting the quotation
with a specific statement of the connection charges and other terms of connection

applicable to the request for a quotation;

and for the purposes of Condition 2.4.6(c) and the ISeels obligation to provide a

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

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

expected to provide a specific statement of connedti@rges in return.

2.4.7 Direction by the Authority

(@)

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

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

terms for connection in the &gt published statement; and/or
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(i) the charges and other terms for connection it has determined and included in
the latest published statement,

in order to ensure that they are (or continue to be) proportionate and applied in a
nondiscriminatory manne the Authority may direct the Licensee to revise its
methods, principles, charges or terms (as the case may be) in accordance with the
provisions of the direction.

(b)  The Licensee shall comply with the requirements of any direction issued by the
Authority under this Condition 2.4.7 and shall publish revised stateaeatsn
as reasonably practicableaccordance with Condition 2.4.5.

2.4.8 Revising connection charges

Without prejudice to Condition 2.4.7he Licensee shall not revise the basisite

charges for a connectionafypremises, any non standard gas meteygas meter not

owned by it or any pipéne system to the Network or the other terms for the connection
without first giving the Authority a revised statement in the same tagra either
Condition 2.4.1 or 2.4.2 as the case may be and obtaining the Aubheritya ptpr o v a |

such a revision in the same terms as Condition 2.4.5.

2.49 Resolution of disputes by the Authority

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

to require a connection to the Network will refer the application in the first instance to the
General Consumer Council who will try to resolve the dispute, provided the General
Consumer Council shall give the Licensee 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 Liensee; and

(b) in particular, determine the charges and other terms on which the Licensee
shall (notwithstanding Condition4£.6) provide or make the connection in
question (where the applicant is willing to accept the same), in such manner as

the Authorty considers appropriate having regard to (in so far as is
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appropriate) the obligations that would otherwise have applied to the Licensee
under Condition 21.6 and the relevant objective as defined in Conditicinl2.

If the General Consumer Council isalote to resolve the dispute the

application will be referred back to the Authority. The Authority will try to
resolve the dispute with reference to conditiods®a) and2.4.9(b).

2.4.10 Explanation of connection charging methodology for introdugias) to the Network

2411

The Licensee shall comply with any direction given by the Authority to furnish it with a
statement showing, so far as reasonably practicable, the methods by which and the
principles on which charges are to be made by the Licensee forgw@agonnection for

the purposes of introducing gas into the Network and, in the context of making such a

connection, for:

(@) modifying apparatus and works associated with a high pressurén@E® as to

increase the capacity of the pifiee; or
(b)  supplying and installing any pigae or works;
including where practicable an indication of likely costs and the other terms for doing so.

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

Network and prohibitiown undue discrimination and connections for introducing gas to
the Network

The Licenseeshallnot:

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

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

2.4.13

2.4.14

2415

Publication of connection charge statements

The Licensee shial

(&) publish a statement of the basis of its connection charges for introducing gas to
the Network and its other terms for connection as the Authority has consented to
under Condition 2.4.9 in such manner as will secure adequate publicity for it; and

(b) send a copy of any such statement to any person who asks for one.

Interpretation and construction

References in this Condition to:
" charge” shall include references to means whereby shangesnay be ascertained;

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

pursuant to special connection arrangements.

Special connection arrangements

The provisions of this Condition 2.4t And hence Conditions 2.4,12.4.%6and 2.4.Y
shall have effect from 1st Jany&005 and "Special connection arrangements” means

arrangements under which:

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

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

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

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

Supplemental connection charges

If the Licensee makes charges pursuant to special conmeetimngements

("supplemental charges"), it shall:
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(a) prepare and keep up to date a statement (or statements in respect of particular
localities) of the principles and methods approved by the Authority and of the
supplemental charges arising from timeitoe thereunder; and

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

supplemental charges and particulars of where they apply.

2.4.16 Special conaction arrangements statement

The Licensee shall publish any statement or summary document prepared pursuant to
Condition 2.4.5in such manner as will secure adequate publicity for it, and send a copy

to any person who asks for one.

2.4.177 Supplemental cirges

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

arising from supplemental charges.

2.4.18 Obligation to permit a connection

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

to convey gas
(a) satisfying any technical and safety criteria contained in the Network; Code
(b)sati sfying the Licenseeds techmi cal des

(c) paying to the Licensee a connection fee (determined by the Licensee egoépt in
as the Authority otherwise directs determines under Condition 2.4.9(kio

connect a pipdine between the Network and the premises,

the Licensee shall permit a connection to the Network by that person.
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Condition 2.4A Compliance with System Oprator 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
Documentas either a transmission system operator or a distribution system ogerator,

may require any other person holding a licence granted under Article 8(1)(a) of the

Order (whether or not that person is also designated as a transmission system operator

or a distribution system operator) to enter into an agreement relating toetteeiion

or interoperability of its Network with t
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 regeiany 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.30bligation to enter into agreemsnt

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

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

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

may be).

2.4A.4 Network operator agreement

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

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

2.5.1 The relevant objective

The Licensee shall establish transportation arrangements, being arrangements other
than those to which Conditions 2a8d 2.4relate, for the conveyance of gas through
distributionpipelines which are calculated to fa@tié the achievement of the

"relevant objective”, that is to say:

(a) thesecure, safe, reliablefficient and economidevelopment andperation
and maintenancef the Networkwith due regard to the environmeand

(b)  subject thereto:

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

Document; and

(i)  subject to Condition 2.5.1(b)(ihe promotion oeffective competition

betweerUsers.
2.5.2 Network Code
The Licensee shall:

(a) prepare and provid® the Authorityfor its approal (no later than
1* November2004 a document (théNet wor k Codeod) setting
arrangements for the conveyance of gas thraligfhibutionpipelines
established under Conditi@5.1and the terms on which it will enter into such
arrangements withisers for the conveyance of gas throdgdtribution

pipelines

(b)  where, pursuant to Condition 2.14he Licensee is designated as a distribution
system operator, ensure that istributionNetwork Code contains provisions
that establish:
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2.5.3

254

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

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

(iif) the technical safety criteria applidalio the operation of the Network;

(c)  put such Network Code in place except as the Authority otherwise consents
and comply with the provisions of the approved Network Code

(d) put in place appropriate contractual arrangements, approved by theriyyth
which require compliance with the Network Code by the Licensee, the Users, and

any third parties who may become parties ®Natwork Code; and

(e) except in so far as the Authority consents to the Licensee doing so, not enter
into any arrangementsr 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.

Where a term athe Network Code or of the modification rules referred to in
Condition2.5.5 is franed so that its proper implementation is to be determvrigd

regard towhether it facilitates the achievement of the relevant objective, either the
Licensee or angther party to the Network Coaeho has entered intthe

arrangements to which that teapplies, may, to the extent that the term so provides,
refer to the Authority for determination any question as to whether a manner in which

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

Modification of the Network Code

TheLicensee shall establish and implement procedures for the modification of the
Network Code by the Licensee, subject to the provisions of this Condition, so as to

better facilitate the achievement of the relevant objective and which will enable:
(@) theNetwork Code to be reviewed;

(b)  modifications to be proposed by the Authority, the Licensee amnigyother
party tothe Network Code
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2.5.5

(©

(d)

(€)

adequate publicity to be given to any proposal by:
()  drawing it to the attention obther parties tohe Network Code
(i)  sending a copy of the proposal to anyone who requests it; and

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

the achievement of the relevant objeetiv

the preliminary views of the Authority to be sought in relation to any matter
arising on a proposal to modifige Network Code; and

the representations or objections, with respect to any proposal to rifoelify
Network Code, made (and not withdna) by anyother party to the Network
Codeand by other persons who are likely to be materially affected by the
proposal to be properly considered.

Modification Rules

The Licensee shall:

(@)

(b)

(c)

prepare "the modification rules”, that is to say a docupmrdocuments,
setting out the terms of the procedures established under Cor&i&idnand

shall furnish the Authority with a copy of the modification rules;
not make any modification to the modification rules except:
(i  after consultinghe othemarties to théNetwork Code

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

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

furnish the Authority with a copy of any modification so made.
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2.5.6

2.5.7

Prohibition a irreqular modification

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

(b)  with the consent of the Authority;

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

Role of Authority in modifications

Where a proposal is made pursuant to the modification rules to nbdietwork
Code, the Licensee shall:

(a) refer for determination by the Authority any question as to whether the
representations or objections by antlger party to the Network Code by anyother
personin respecif the proposal have been properly considered in accordance with

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

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

the Network Code in respect of the same matter;

(i) giving particulars of any representations or objectimask by aparty
to the Network Coder by anyother persolin respecbof those

proposals;

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

should not be made;

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

the proposed modification; and

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

modification rules; and
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25.8

2.5.9

(€)

comply with any direction given by the Authority to make a modification to

the Network Code in accordance with a proposal desciibb@dhotice given to

the Authority under subparagrapt{b) which, in the opinion of the Authority

will, as compared to the existing provisionglué Network Code or any
alternative proposal, better facilitate the achievement of the relevant objective.

Publication of Network Code

The Licensee shall:

(@)

(b)

publish the Network Code and the modification rules as modified from time to
time in such form and manner as the Authority may from time to time direct;

and

send a copy of the Network Code and thodification rules as modified from

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

direct.

Authority to determine material effect on persons of transportation arrangements

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

determination by the Authority any question as to whether a perdielis to be

materially affected by transportation arrangements or by a proposabdddy the

Network Code.

2.5.10 Reasons for refusal of access

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

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

2.5.11 Prohibition on undue discrimination

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

any person or class or classes of person:

(@i n assessi nlgatientofpeconse a padtysto tleepNptwork Code; and/or
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(b) in its interpretation of the Network Code and the application of procedures

contained in the Network Code.

2.5.12 Definitions

I n

this Condition 2.5, "User o meramys, as

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

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

through the Network.

Condition 2.6: Provision and Return of Meters

2.6.1 Provision of Sandard Meters

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

(b)

the Licensee shall at the request of any gas supplier wishing to supply gas to
premisesnd

vide-the gas
supplierad installat those premises a standard gas credit epayenent

standard-metersregquested-by-the-gas-supfhieldicensee will be allowed to
charge a supply company an annual charge, which will include the annual
conveyance charge respect of a meter, and, in respect of tistallation and
maintenance of prepayment meters, an additional annual conveyance charge,
subject to t he;providedhthat it ydos approval

the provisions of Condition 2.6.1(a) shall not apply, and the Licensee shall be
entitled to charge its full ais of providing installing and operating a replacement
standard gas meter requabsby the gas supplier in accordance with principles
and methodologies approved by the Authority, if the gas suppliers' request is to
replace an existing standard gas credfirepayment meter at premises connected

to the Network by means of a service pipe, with a like standard gas credit or
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(€)

prepaymeat meter, and the existing standard gas credit or prepayment meter may
otherwise be utilised by the gas supplier and is opetiwithin the limits of

required accuracy;

the Licensee shall comply with the gas supplier's request prior to the
commencement of the supply of gas to those premises by the gas supplier or at

the request of the gas supplier at any time thereaftevas as is reasonably

practicable; and

2.6.2 Provision of Non Standard Credit Meters and-pPagment meters

The Licensee shall:

(@)

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

available b the Licensee; and:

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

methodologies which the Authority has approved; or

(i)  if the Licensee's capital, installation and (if any) operati@osts of the
non standard gas credit or ggayment meter are less than those like costs
of a corresponding standard gas credit orgagment meter, as the case

may be, then the Licensee shall pay the gas supplier the difference in the
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costs in accordae with the principles and methodologies which the

Authority has approved; provided that

(i)  if the gas supplier's request is to replace an existing gas meter at premises
connected to the Network by means of a service pipe, and that meter may
otherwisebe utilised by the gas supplier and is operational within the
limits of required accuracy, then the provisions of Condition 2.6.2(a)(i) and
(if) shall not apply and the Licensee shall be entitled to charge its full costs
of providing, installing and operiag the gas meter requested by the gas
supplier in accordance with principles and methodologies approved by the
Authority;

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

supply of gas to those premises by the gas seippfiat the request of the gas

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

(€)

2.6.3 Installation of Gas Suppliers Meter

The Licensee shall:

(@) comply with any reasonable request by any gas supplier wishing to supply gas to
premises to install at those premises a gas meter of an appropriate type owned by

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

(i) if the Licensee's, installation and (if any) operational costs relating to such
a gas meter are greater than the capital, installation and (if any) operational
costs of a corresponding standard graslit or prepayment meter, as the

case may be, then the Licensee shall be entitled to receive from the gas
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supplier the difference in accordance with principles and methodologies
which the Authority has approved; or

(i) ifthe Licensee's installation diif any) operational costs relating to such a
gas meter are less than the capital, installation and (if any) operational
costs of a corresponding standard gas credit epayenent meter, as the
case may be, then the Licensee shall pay the gas suppl@ifference in
accordance with the principles and methodologies which the Authority has
approved; provided that

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

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

supply of gas to those premidegthe gas supplier or at the request of the gas

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

(€)

2.6.4 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.
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2.6.5

2.6.6

2.6.7

Disconnectiorof Meters

Subject to Condition 2.6.6, where any gas meter owned by the Licensee is disconnected
by or returned to the Licensee, it shall promptly make an appropriate record of the details
displayed on the register of the meter at the time of disconnexti@turn and of such

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

the date of the later of such disconnection or return.

Safe Custody of Meters

Where the Licensee has reasonable cause to believe that any gas meter owned by it and
disconnected by or returned to it is the subject of:

(a) anyinvestigation in relation to proceedings or possible proceedings relating to the
alleged theft of gas by any person; or

(b) adispute as to the accuracy of the meter;

the Licensee shall use all reasonable endeavours to keep the meter in sayarctistod

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

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

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

Provision of Information

Where the Licensee is notified, pursuant to any regulations made unidér 22tof the

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

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

2.6A.1

2.6A.2

2.6A.3

2.6A.4

Obligation to provide information

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

manner and at such times as may:

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

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

(b) be specified in directions issued from time to time by the Authority to the
Licensee for the purpose of tf@®ndition 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 shigbe 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 Liensee, directs it to provide that information on the

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

Excluded information

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

evidence in civil proceedings before the High Court.

Arrangements for protecting confidentiality

The Licensee shall not be obliged under Condition 2.6A.1(a) to @ovid
information to any relevant gas licence holder which has not established, whether

in pursuance of a licence condition or otherwise, effective arrangements designed
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to secure that information provided in pursuance of this condition (and similar
licence canditions) is not communicated, directly or indirectly, to any gas supplier
or any person acting on behalf of a gas supplier who has made or seeks to make
arrangements with that licensee in pursuance of which gas is conveyed through
that | icenseeds networ k.

2.6A.5 Definitions and interpretation

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

(a) Airelevant gas |icence holder o me
to Article 8(1)(a) or 8(1)(b) of the Order and/or any holder lidence to
convey (whether by transmission pifiees or distribution pipdines) or store
gas granted under the relevant legislation of a jurisdiction other than Northern
Ireland; and

(b) references to Al i cenctodiogncesnd figas

granted under, or gas suppliers operating pursuant to licences or exemptions

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

2.7.1 Conduct of business activities

2.7.2

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

Condition 2.13) in the manner best calculated to securadithier:

(a) any affiliate or related undertaking or any company of which the Licensee is an
affiliate or related undertaking; nor

(b) any other licence holder or exemption holder;

obtains any unfair commercial advantage in any business in the stosagplyrof gas
including, in particular, any such advantage from a preferential or discriminatory

arrangement.

Disclosure of information

The Licensee shall

(@) use its best endeavours to secure angtinformation relating to or derived
from its kusiness activities relating to the conveyance of gas (including any
activities related to the making of arrangements with Other Network
Operators for the conveyance of gas through their networks for the purposes
of Condition 2.13) isotdisclosed for thdenefit or used for the purposes

of:

(i) anytrading business affiliate or (so far as the Licensee can require it)

related undertaking of the Licensee

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

undertakingand
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2.7.3

2.7.4

(b)

subject to pagraph (a) above, not show any undue discrimination against,
or undue preference towards, any person or class of person, in disclosing
any information relating to itduthorised Businesahich may be
commercially advantageous to any other petson.

Exempt information

Condition 2.7.2 shall not extend to:

(@)

(b)

(€)

(d)

(e)

(f)

information received by the Licensee which is relevant to any trading business of
the Licensee; or

information specified in any consent to roempliance with that Condition given
by the Authoity to the Licensee; or

information relating to a particular licence holder or holder of an exemption
which that party has consented in writing to being used or disclosed in accordance

with the terms of that consent; or

information which it is necssary for the trading business to use or disclose in

order to enter into and comply with arrangements for the conveyance of gas; or

information which is in the public domain (other than as a result of contravention
by the Licensee of any Condition ofyalicence granted under this Licence

Document); or

information which is required to be disclosed pursuant to a Conditidheof

licence granted under this Licence Document.

Additional definition

In this Condition "trading business" means adgitconnected with the acquisition and

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

system operated by the Licensee or for replacing gas lost from the Network.
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Condition 2.8: Emergency Services and Obligations

2.8.1 Emergency telephone service

The Licensee shalin co-ordination with all other relevant persons

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

()  forthe receipt of reports of escapes of gas in respect of which the Licensee
or suclother relevant persanay have obgjations under Article 60 of the
Order or under any regulations made by the Department under Schedule 5
paragraph 2 of the Ordeand

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

may have such obligationand

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

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

2.8.2 Prevention of gas escapes

Where any gas escapes from the Network the Licensee shall, as seasa®mbly
practicable of being informed of the escape, attend the place where gas is escaping and
the Licensee shall take all necessary steps to prevent an escape of gas from any part of
the Network or otherwise in any premises within 12 hours of regeavireport of such

an escape (or of earlier becoming aware of the same); and subject to Condition 2.8.3, the
Licensee shall make arrangements whereby, in preventing an escape of gas in any

premises to which it conveys gas:
(a) the prevention is effectedy §ar as it is reasonably practicable and safe to do so:

(i) in such a way as to maintain the supply of gas to those premises and to

appliances designed for use by domestic consumers for heating or cooking;

(i) by carrying out any appropriate minor appta repairs; and
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(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

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

2.8.3 Carrying out of work

Nothing in Condition 2.8.2 shall oblige the Licensee to carry out any work which cannot
be completed within 30 minutes of entering the premises for the purpose of preventing
the escape or would use materials costing moref#h&® adjusted annually in line with

the retail price index from September 1996.

2.8.4 Special arrangements for pensioners, etc

Unless it has already done so, the Licensee shall make arrangements whereby, so far as
is reasonably practicable, the occupieaimy premises to which gas is conveyed by the

Licensee who:
(a) is a domestic consumer;
(b) is chronically sick, disabled or of pensionable age;

(c) does not share the occupancy of the premises with any person who is not

chronically sick, disabled or ofgmsionable age or a minor; and

(d) is included in the list of domestic consumers information in respect of
which has been provided to the Licensee by any other gas supplier under

the conditions of that party's licence or exemption;

is not deprived of adeate heating and cooking facilities where the conveyance of gas to

those premises has been disconnected for the purpose of averting danger to life or

property.
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2.8.5

2.8.6

2.8.7

2.8.8

2.8.9

Modification of arrangements

The Licensee shall maintain the arrangements made by itatioreto the matters
referred to in Condition 2.8.4, with such modifications to which the Authority consents.

Application of Condition 2.8.7

Condition 2.8.7 shall apply in relation to:

(@) nonrdomestic consumers who are supplied with gas on termbich the supply
of gas may only be interrupted or reduced in pursuance of directions given under
section 2(1)(b) of the Energy Act 1976; and

(b) the premises of such nalomestic consumers.

Priority for maintenance of supply

Where the Licensee cadsrs that, for reasons of safety (unrelated to particular premises
or a particular locality), the supply of gas to any-dmmestic consumer to whom this
Condition applies or the conveyance of gas to their premises needs to be interrupted,
reduced or restted, it shall, so far as is reasonably practicable in the circumstances
having regard to the oveiding importance of safetyhen interrupting or restricting the
conveyance of gagive priority to the maintenance of the supply of gas to consumers
on the priority list required by Condition 2.8.9 and the conveyance of gas to their

premises.

Consultation with the Department

Where the reasons of safety referred to in Condition 2.8.7 relate to the whole or a
substantial part of Northern Ireland orités a significant shortage of gas affecting the
whole or a substantial part of Northern Ireland, the Licensee shall consult with the
Department on the taking of any such steps as are mentioned in Condition 2.8.7 (a) or (b)
and, so far as is reasonabhagticable in the circumstances having regard to the over

riding importance of safety, shall do so before taking any such steps.

Priority List

The Licensee shall:
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(@) unless it has done so before being licensed, establish a list @fomaestic
consuners who should be given priority as respects the maintenance of a supply
of gas and the maintenance of the conveyance of gas to their premises; and

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

by the Department;

and, if the Department has designated criteria to be taken into account when such alist is
established or revised, the Licensee shall so take account of those criteria.

2.8.10 Determination by the Department

Any gquestion arising under this Condition as to whether a particuladoowestic
consumer satisfies the designated criteria shall be deesiropnthe Department.

2.8.11 Definition
In this Condition 2.7

Arel evant p eneanoah mesons that undertake in Northern

Ireland the activities specified in Article 6(1)(a) of the Order.
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Condition 2.9: Standards of Performance

29.1

2.9.2

2.9.3

Licensee to take steps for the achievement of performance standards

The Licensee shall establish, unless it has done so before the coming into effect of this
licence, and shall diligently take all reasonable steps for the achievement of standards of

performane (“the established standards") relating to:

(a) the connection of the premises of domestic consumers to be supplied with gas to
the Network and the maintenance of such connections;

(b) the arrangements made under Condition 2.8.4;
(c) the prevention of espes of gas in or into the premises of domestic consumers.

Visits to premises, etc

The established standards shall, in particular:

(@) govern the making of visits to premises and the response to complaints and
enquiries made in person, by telephdneyriting or otherwise in respect of the

matters specified in Condition 2.9.1; and

(b) take into account the interests of those who are chronically sick, disabled or of

pensionable age.

Report to Authority and General Consumer Council

As soon as iseasonably practicable after the end of each year ending on 31 December,
the Licensee shall submit to the Authority and General Consumer Council a report
dealing with the matters mentioned in Conditions 2.9.1 and 2.9.2 which shall include a
comparison oftte Licensee's performance against the established standards in relation to

that year and shall:

(@) make public the report so submitted in such manner as will in the reasonable

opinion of the Licensee secure adequate publicity for it; and
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(b) send a copyf it free of charge to any person requesting one

except that, in performing the obligations under Conditions 2.9.3(a) and (b), the Licensee
shall ensure that individual consumers cannot readily be identified except where they

have consented.
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Condition 2.10: Maintenance of Records

2.10.1 Recorded information

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)

(f)

every premises and pigme system to which gas has been @med by means of

the Network during the relevant period,;

every third party who has arranged with the Licensee for gas to be conveyed by
means of the Network at any place referred to in Condition 2.10.1(a) during the
relevant period;

insofar as théicensee has been furnished with the information, in respect of each
premises referred to in Condition 2.10.1(a) every gas supplier who has supplied
during the relevant period gas which has been conveyed to those premises by

means of the Network;

insofar as the Licensee has been furnished with the information, the ownership of
every meter first installed after the outlet of the final control valve of the service
pipe at any premises referred to in Condition 2.10.1(a) for ascertaining the
guantity of gasconveyed to the premises by means of that system during the

relevant period;

any information contained in a notice given to the Licensee under any regulations
made by the Authority under Article 22 of the Order during the relevant period;

and

anyinformation which has been provided to the Licensee by any other licence or
exemption holder whether directly or indirectly pursuant to the conditions of his

licence or exemption.

2.10.2 Additional definition

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

period to which the Authority may consent in respect of any of the above requirements.
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Condition 2.11: Powers of Licensee under Article 13 of the Order

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

of the Order shall apply to the Licensee.
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Condition 2.12: Network Forecasts

2.12.1 Network Forecasts

2.12.2

2.12.3

The Licensee shall comply with a direction given by the Authority to prepare a statement
in such form as may be specified in the direction giving,Hferyear commencing with

the twelfth anniversary of this licence coming into force and each year thereafter, with
respect to each of the 10 succeeding years for the remaining term of this licence such

information as to forecasts of:

(a) theuse to the bestthe Licensee's knowledge and belief, likely to be made ofthe
Network or any part of the Network by persons authorised to convey, store or
supply gas under Article 8 of the Order (including the Licensee and any affiliate
or related undertaking of thedansee); and

(b) the likely developments to the Network which the Licensee expects from time to
time to be taken into account in determining the charges for making connections

to that system and for entering into arrangements for the conveyance of gas;

as will assist a person seeking to connect a-pipeof his to the Network or enter into
arrangements for the conveyance of gas in identifying and evaluating the opportunities

for so doing.

Revised Network forecasts

Except in so far as the Authgritonsents to the Licensee not doing so, the Licensee
shall, on an annual basis, prepare a revision of any statement prepared under Condition
2.12.1 so as to ensure that, so far as reasonably practicable, the information in the

revised statement is up tate.

Provision and publication of forecasts

The Licensee shall, subject to any requirement to comply as is appropriate with the
listing rules (within the meaning of Pdkt of the Financial Services Act 1986) of the
Stock Exchange and with Conditi@nl2.4:
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(@) furnish the Authority with a copy of the statement prepared under
Condition2.12.1 and of each revision of the statement prepared under
Condition2.12.2;

(b)  insuchform and manner as the Authority may direct, publish a description of the
statement and of each revision; and

(c) senda copy of the statement and of each revision to any person who asks for one
on payment of a charge in respect of the cost incurred by the Licensee in
complying with this requirement which does not exceed sucluatmas the
Authority may from time to time direct.

2.12.4 Particular interests

In complying with the requirements of Conditi@ri2.3 (b) and (c), the Licensee shall
have regard to the need for excluding, so far as practicable:

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

individual; and

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

might seriously and prejudicially affect the interests of that body.

2.12.5 Determination by Authority of particular interests

Except in so far as the Authority consents to the Licenséeloing so, the Licensee
shall refer for determination by the Authority any question as to whether any matter

seriously and prejudicially affects the interests of an individual or a body of persons.
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Condition 2.13 Capacity Booking

2.13.1

2.13.2

2.13.3

Licensee to matain conveyance arrangements

Unless the Authority otherwise directs, the Licensee shall in respect of each Gas Year
hold rights, in respect of use by the Licensee of capacity in the pipeline system of
Other Network Operators, where such rights are abvaita the Licensee pursuant to

and in accordance with the arrangements made by the Network Operators for such
purposes, that are at least equal to the Forecast Network Capacity Requirement.

Forecast Network Capacity Requirement Definition

ForecasiNetwork Capacity Requirement means the amount of capacity required to
ensure that sufficient gas can be conveyed to meet daily firm demand from Network
Consumers, which having regard to historical weather and other data derived from at
least the previou$0 years and to representations made by Gas Suppliers in
accordance with the procedures set out at Condition 2.13.3, is likely to be exceeded

only in 1 year out of 20 years

Annual Consultation

Unless the Authority otherwise directs;

(@) no laterthan 2%' February thereafter, the Licensee shall publish a draft
statement of its best estimate of Forecast Network Capacity Requirement in the
following Gas Year which, having regard to historical weather and other data
from at least the previous 50 ysais likely to be exceeded only in 1 year out
of 20 years in such form and manner as the Authority may direct and send a
copy of the statement to any person who asks for one on payment of a charge
in respect of the cost incurred by the Licensee in coimglyvith this
requirement which does not exceed such amount as the Authority may from

time to time direct; and

(b) no later than 21March thereafter, the Licensee shall publish a final statement
of the matters referred to in Condition 2.13.3(a)(i) aydwaving regard, in
addition to the considerations referred to in that Condition, to any
representations received by it within 21 days of the publication of the draft

statement.
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Additional Definitions

In this Condition:

Adai ly firm de meangthe @k aggregate daily demand for gas by Network
Consumers from time to time which might reasonably be
expected after the supply of gas to each such consumer had
been interrupted or reduced to the extent that is permitted
under any contract between that consumand its Gas
Supplier;

St

dayo means a period beginning at 6am on one day and ending
I mmedi ately before 6am on the
shall be construed accordingly; and

ANet wor k Cons umeanssall those persons located within the Licerged
who are supplied with gas from the Network; and

AOt her Net wor k méapsampeadsoroliceased to convey gas under Article 8(1)(a)
of the Order or exempted from the requirement to be
licensed to convey gas under Article 7(1) of the Order, other

than the Licensee

1

Gas Yearo means the period of time beginning at 06:00 hourd°bn
October in any calendar year and ending at 06:00 hours on

1% October in the next succeeding calendar year;
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Condition 2.14 System Operator Designation

2.141 Distribution system operator

The Licensee is (for the purposes of Article 7 of Directive 2003/55/EC) hereby

designated adistributionsystem operator for the Network.
2.142 Definition
In this Condition 2.14:

ADi recti ve 20 meansDirective 2003/55/EC tife European
Parliament and of the Council concerning commc

rules for the internal market in natural gas.
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SCHEDULE 1

Licensed Area for the Conveyance of Gas

The Licensed Area

1.1 The Licensed Area comprises:

(@)

(b)

(€)

(d)

the districts shown for the purposesdshntification only, on the map attached
as Annex 1 to this Schedule 1 and more particularly described on the map
approved by the Department for these purposes and deposited with the
Authority or any copy of the approved map certified by the Authoritytasea

copy;

the areas within the boundaries of the following Electoral Wards (as falling
within the district of Larne):

(i) Carncastle;
(i) Kilwaughter;
(i)  Ballycarry;
(iv)  Glenarm; and
(v)  Glynn;

the area within the boundary of the Electoral Ward of Millisle (as fallifginv
the district of Ards); and

the following premises:
(i) 26 Site 1 Boghill Road, Newtownabbey, Co. Antrim, BT36 4QS;

(i) ~ Tarmac Northern Ltd, 40a Boghill Road, Newtownabbey, Co. Antrim,
BT36 4QS;

(i)  Ballyearl Sports Centre, Doagh Road, Newtownabbey, Co. Antrim;

(iv)  Ashers Baking Co, 581 Doagh Road, Newtownabbey, Co. Antrim,
BT36 5RZ;
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1.2

1.3

(e)

(v) 583, Doagh Road, Newtownabbey, Co. Antrim BT36 5RZ;

(vi)  Miles Ash Ltd, 576 DoagRoad Newtownabbey, Co. Antrim BT36
5BU;

(vi)  Newtownabbey Council Depot, 570 Doagh Road, BT36 5BU; and
(viii) 50 Carnmoey Road North.

The area within the boundaries of each of the electoral wards of Comber North,
Comber South, Comber West, Comber East and Lisbane.

The Licensed Area shall also comprise:

(@)

(b)

(€)
(d)
(e)
(f)

9

the land in on or over which pigmes are situated for the purpode o

conveying gas to the premises listed in paragraph 1.1(d) above;

the premises at The Temple Quarry, 26 Ballycarngannon Road, Lisburn, BT27
6YA;

the premises at The McQuillan Quarry, 15 Sycamore Road, Budore, BT29 4JE;
the land in on or over which The Mc@an Quarry Pipeline is situated,;
the land in on or over which The Quarry Pipeline is situated;

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

of either The Quarry Pipeline or The McQuillan Quarry Pipeline; and

the landin on or over which pipelines are situated for the purpose of conveying

gas to premises specified in paragraph 1.2(f) above.

In paragraph 1.2:

AThe Quarry Pi pelmeansthe distribution pipeline of the

Licensee which pipeline follows the route of
the A24 (as proceeding South from the
boundary of the area described in 1.1(a)
above) and continuing South along the A24

to the junction of the Carr Road, continuing
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North-West along the Carr Road to the
junction with the B178, continuing South
West along th@&178 to the junction with the
Ballycarngannon Road and continuing south
along the Ballcarngannon Road to (and
terminating at) the premises specified in
paragraph 1.2(b) above.

AThe McQuillan Quarry Pipelinedmediclrs t he dis
pipeline follows the route of the Upper Springfield Road, Divis Road, Tornaroy Road,

Wheelers Road, Tornagrough Road, Tullyrugload and continuing along the Sycamore

Road to (and terminating at) the premises specified in 1.2(c) above
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Schedule 1
Annex 1
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SCHEDULE 2
Premises to Which Gas May Be Supplied

NOT USED
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SCHEDULE 3

Right of Department to Revoke Licence

Circumstances allowing revocation

The Department may at any time revoke this Licence Document by not less than 30 days'

notice to the Licensee:

(a) ifthelLicensee agrees in writing with the Department that such licence should be

revoked; or

(b) ifany amount payable under Conditibri4 in relation to such licence is unpaid
30 days after it has become due and remains unpaid for a period of 14 days after
the Department has given the Licensee notice that the payment is overdue
provided that no such notice shall be given earlier than the sixteenth day after the

day on which the amount payable becomes due; or

(c) if the Licensee fails to comply with a Final Ord@vithin the meaning of
Article 42 of the Energy Order) or with a Provisional Order (within the meaning
of Article 42 of the Energy Order) which has been confirmed under Aailef
the Energy Order and which (in either case) has been made in resgect of
contravention or apprehended contravention of a condition to which such licence
i's subject or of a fArelevant requirem
Energy Order and such failure is not rectified to the satisfaction of the
Department withinliree months after the Department has given notice of such
failure to the Licensee, provided that no such notice shall be given by the
Department before the expiration of the period within which an application under
Article 44 of the Energy Order could beade questioning the validity of the Final
or Provisional Order or before the proceedings relating to any such application are

finally determined; or

(d) ifthe Licensee fails to pay any financial penalty (within the meaning of Article 45
of the Energy Oreér) imposed in respect of a contravention or apprehended
contravention of a condition to which
requirement o as defined in Article 41(

for such payment and such payment is made to the Authority within three
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(€)

(f)

(9)

months after the Department has given notice in writing of such failure to the
Licensee, provided that no such notice shall be given by the Department before
the expiration of the period within which an application untlicle 49 of the
Energy Order could be made questioning the validity or effect of the financial
penalty or before the proceedings relating to any such application are finally

determined; or

if the Licensee fails to comply with any order made byS$keretary of State
under Sections 56 or 73 of the Fair Trading Act 1973 or Set@¢?)(a) of the
Competition Act 1980; or

if the Licensee:

()  is unable to pay its debts (within the meaning of Artidd&(1) or (2) of
the Insolvency (Northern Iratal) Order 1989, but subject to Paragrdph
of this Schedul@) or if any voluntary arrangement is proposed in relation
to it under Articlel4 of that Order or if it enters into any scheme of
arrangement (other than for the purpose of reconstruction ayametion
upon terms and within such period as may previously have been approved

in writing by the Department); or

(i)  has a receiver (which expression shall include an administrative receiver
within the meaning of Articl®&(1) of the Insolvency (Northerneland)
Order 1989) of the whole or any material part of its assets or undertaking

appointed; or

(i) has an administration order under Arti2le of the Insolvency (Northern

Ireland) Order 1989 made in relation to it; or

(iv) passes any resolution foriding up other than a resolution previously

approved in writing by the Department; or

(v) becomes subject to an order for winding up by a court of competent

jurisdiction; or

if at any time prior to the date six months following the Grant of ttente the

Licensee intentionally or recklessly fails to notify the Department of any change
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in ownership of the equity capital of the Licensee as soon as practicable after such
change should have occurred; or there has been a change in ownership of equity
capital notified by the Licensee:

()  the Department is satisfied that the new shareholder (together with the
other companies in its group) does not have adequate technical, financial
or managerial strength taking into account the size of its sharehaiding
the Licensee;

(i)  the Department serves notice on the Licensee stating that it proposes to
revoke the licence in pursuance of this paragraph unless such further
change in the ownership of the Licensee as is specified in the notice takes
place (or owneship reverts to the person or those persons owning the
equity capital of the Licensee prior to the change) within the period of
three months beginning with the date of service of the notice; and

(i)  that further change or reversion in control does rict tdace within that

period; or

(h)y if at any time the Licensee intentionally or recklessly fails to notify the
Department of a change in control as soon as practicable after such change in
control should have occurred; or there has been a change inl cotified by the

Licensee:

()  the Department serves notice on the Licensee stating that the Department
proposes to revoke the licence in pursuance of this paragraph unless such
further change in control of the Licensee as is specified in the notice takes
place (or control reverts to the person(s) controlling the Licensee prior to
the change) within the period of three months beginning with the date of

service of the notice; and

(i)  that further change or reversion in control does not take place wittin th

period; or

0] if the Licensee is convicted of having committed an offence under Aditct
the Order or under Article 63 of the Electricity (Northern Ireland) Order 1992.
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Revocation if Licensee ceases to carry on the licensed business

The Departrant may at any time by not less than 30 days notice to the Liceegeke

the licence granted under paragraph 1(a) of the Grant if the Licensee has not commenced
carrying on its business in the conveyance of gas by 30th June, 1997 or thereafter ceases
for a period of 3 months to carry on its business in the conveyance ahdas relation

to any date or period given in this paragraph 2 the Department shall substitute a later
date or a longer period where reasonably satisfied that exceptional circoesstdrich

could not have been reasonably foreseen by the Licensee had prevented, or could
reasonably be expected to prevent, the carrying on of the relevant business.

Revocation of licence if Licensee does not have title in assets of business

(@) The Licensee shall acquire ownership of the relevant assets (as the same are
defined in Condition 1.13.6), required for the condutheficensed activity and
save as is permitted under Conditions 1.12 and 1.13, if the Licensee does not have
ownership of theglevant assets required for the condudheficensed activity
under this Licence Document, then the Department may at any time by not less

than 30 days' notice to the Licensee revoke the licence.

(b)  For the purposes of this paragraph 3 of this Scheitlie Licensee shall own a
relevant asset if it could not otherwise be treated as having been disposed of (as

disposal is defined in Condition 1.13.7).

Licensee's deemed ability to pay its debts

(@) Forthe purposes of paragraph 1(f)(i) of this ScheduRArticle 103(1)(a) of the
Insolvency (Northern Ireland) Order 1989 shall have effect as i[ERBO" there
was substituted£250,000" or such higher figure as the Department may from

time to time determine by notice in writing to the Licensee.

(b)  TheLicensee shall not be deemed to be unable to pay its debts for the purposes of
paragrapt(f)(i) of this Schedul® if any such demand as is mentioned in
Article 103(1)(a) of the Insolvency (Northern Ireland) Order 1989 is being
contested in good faith lilie Licensee with recourse to all appropriate measures

and procedures or if any such demand is satisfied before the expiration of such
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period as may be stated in any notice given by the Department under patagraph
of this Schedul8.

Additional defintion

For the purposes of paragraph 1(h) of this Schedule 3, there is a change in the control of
the Licensee whenever a person obtains control of the Licensee who did not have control
of the Licensee when this licence was granted; anessations (2) an@) to (6) of
Section 416 of the Income and Corporation Taxes Act 1988 shall apply for the purpose
of determining whether for the purposes of this paragraph a person has or had control of
the Licensee, but at any time should no person have control thémefarords "the
greater part" wherever they occur in the saidsexdtion (2) there shall be substituted the

words "onethird or more".
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SCHEDULE 4

Licensee's Development Plan

Development of the Network

The Licensee shall act tievelop the Network and each element of the Network with all
reasonable diligence so as to have installed and brought in to operation no later than the
twelfth anniversary of the Grant a system of distribution pipelines readily capable of
serving all reasnable demands for the offtake of gas in the districts set out in Annex 1 to
this Schedule 4, and in any event:

(a) the Licensee shall commence the installation of distribution-|pips in each
district no later than the infill start date for that didtshown in Annex 1 to this
Schedule 4;

(b) the Licensee shall subject to sparagraphs (d) and (e) below instal and bring
into operation or make readily capable of being brought into operation
distribution pipelines such that not less than ninety pertad premises then in a
district may be readily connected to the Network no later than the infill date for
that district, which shall be a date five years after the infill start date for that

district shown in Annex 1 to this Schedule 4;

(c) the Licenseeshall subject to suparagraphs (d) and (e) below instal and bring
into operation or make readily capable of being brought into operation
distribution pipelines such that not less than ninety per cent of the cumulative
annual total number of premises (exting Larne) in the Licensed Area in any
year shown in Annex 1 to this Schedule 4 may be readily connected to the
Network by the end of that year for each year commencing on 1st January 1997

and ending on the 31st December 2008;

(d) in determining whethehe Licensee has succeeded in its obligations under sub
paragraphs (b) and (c) above there shall be excluded from the number of occupied
premises in the district or the Licensed Area as the case may be the number of
such premises owned by the Northernlanel Housing Executive (the
"Executive") or any housing association in Northern Ireland, which had not by the

end of the relevant period been adapted for the consumption of gas in the relevant
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(e)

()

district or Licensed Area as the case may be, and which tkedae had been

advised by the Executive and/or a housing association would not be so adapted,;

in further determining whether the Licensee has succeeded in its obligations
under sukparagraphs (b) and (c) above the Licensee shall be treated as having
fulfilled its obligation if it had succeeded in respect of all but ten (or less) per cent
of the stated percentage of numbers of premises identified by those sub

paragraphs; and

where the Licensee has not succeeded in making the number of premisesiprovid
for in paragraph (c) above readily connectable to the Network in any year, then
for the purposes of Condition 2.2.3(a) the Licensee may cease to be exclusively
entitled to convey gas in those districts in which in that year it did not make
readily connetable the number of premises indicated in Annex 1 to this Schedule
4,

and for the purposes of this Licence Document:

9

(h)

the Licensee's obligations under spdragraphs (a), (b) or (c) may otherwise be

referred to as development targets; and

the Licersee shall be deemed to have installed and brought into operation a
system of distribution pipénes readily capable of serving all reasonable
demands for the offtake of gas in the districts set out in Annex 1 to this Schedule

4 if it has met all its devepment targets.

Development of the Market

The Licensee shall act to encourage the rapid and extensive development of the market

for gas supplies in the Licensed Area.

Revising the Licensee's Obligations to Develop the Network

At the request of theitensee the Authority shall revise any date referred to in paragraph

1(a), (b) or (c) of this Schedule 4 to a later date reasonably appropriate in all the

circumstances:
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3.1 ifitis reasonably satisfied that exceptional circumstances which could not have
been reasonably foreseen by the Licensee had prevented, or could reasonably be
expected to prevent, the Licensee in achieving the installation and bringing into
operation of the relevant pigme(s);

3.2 asthe Licensee and Authority may agree and iretsgs any infill start date the
Authority may not withhold its agreement to revising that date for a later date
provided that another district or other districts with a similar or greater number of
occupied premises in aggregate with later infill statesldhave those dates
revised to no later than the original infill start date for the first district; or

3.3 ifitisreasonably satisfied that by reasons of statutory process that could not have
reasonably been further expedited or avoided by the Licetheekicensee had
been delayed in installing and bringing into operation the relevanipge

and for the purpose of stgaragraph 3.1 above exceptional circumstances shall not

include the availability of funds to the Licensee whether or not forelseeab

General Development Plan

Without prejudice to the generality of the foregoing provisions of this Licence Document
the Licensee shall in good faith pursue the general objectives of the General

Development Plan set out in Annex 2 to this Schedule 4.

Additional Definitions

Readily connected in relation to premises means premises whose curtilage is within 50

metres of a distribution pipkne.

Revision of dates

Where by virtue of the provisions of this Schedule 4 any date is revised then the revise

date shall be applied for the purposes of this Licence Document.
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SCHEDULE 4

ANNEX 1

Premises in Licensed Area

District | District Name
Number
1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | Total
1 Carrickfergus 2391* | 2293 | 1639 | 1317 | 1870 9510
2 Newtownabbey 3147* | 4199 | 5569 | 4248 199 2960 2961 23283
3 North & West | 6819* | 14956 | 14741| 13644 | 14312 64472
Belfast
4 Duncrue 721* 721
5 South Belfast | 4879* | 1655 | 6342 | 6128 | 7556 26560
6 Lisburn 5338* | 5686 6237 17261
7 East Belfast 9385* | 9746 9793 6759 35683
8 Carryduff & 6577* | 5377 5766 5183 22903
Castlereagh
9 Newtownards 4502* | 3420 5069 12991
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10 North Down 4990* | 5654 5655 6834 5532 28665
11 Harbour 353* 353
12 Larne 557* | 1801 | 1784 | 926 1038 6106
Annual Total 12419| 20315| 29474 | 29418| 29034 | 17277 | 22292 | 21684 | 21951 | 19674 | 14718 | 10252 | 248508
incl Larne
Cumulative 12419| 32177| 60407 | 89842| 119734| 136899| 160229| 181913| 203864 | 223538| 238526| 248508| 242402
Annual Total
(exc Larne)
Cumulative 12419| 32734| 62208| 91626| 120660| 137937| 166229| 181913| 203864 | 223538| 238526| 248508| 248508
Annual Total
(inc Larne)

*

infill start date for the relevant district shall be no later than 31st Deceshb®at year shown in the column heading
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SCHEDULE 4
ANNEX 1 (CONTINUED)

For the purposes of the table in this Annex 1 the numbers of premises stated are based on
census and other public information available at the date of the Grant and these numbers
shall be revised by the Licensee with the agreement of the Authority where more
accurate information as to the numbers of occupied premises in the Licensed Area and
the districts becomes available.

With the consent of the Authority the Licensee maysevhe number of premises
attributed to any district in any one year under the table in this Annex 1 and the
Authority may not withhold its consent to such a revision if the cumulative total number
of premises in that year shown in Table 1 remains uncloamiglbecomes greater.
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SCHEDULE 4
ANNEX 2

Development Plan

This development plan for a natural gas industry in Northern Ireland has been prepared by the
Licensee. The Licensee is at the date of the Grant a wholly owned subsidiary of British Gas plc
(BG) but without prejudice to the foregoing provisions of this Licence Document it is intended
that the Licensee will become a joint venture company.

The plan has been constructed based on the strengths of BG, which will be enhanced by the
strengths of partners

1 benchmark standards of health, safety and care for the environment in all aspects of the

gas conveyance, storage and supply (including utilisation) business.

9 first class engineering skills in the design, construction, planning, operation, controland

maintenance of gas transmission, storage and distribution systems.

1 fuel marketing expertise in highly competitive markets including appliance retailing and

customer service operations and standards.
1 financial strength.
1 understanding and working with thaplications of long term investments and returns.
1 international professional project management skills in capital intensive schemes.
1 ogas purchase and supply matching and contracting.
1 modern metering and billing techniques.

1 technical knowhow in all types of gas utilisation including CHP ensuring highest

thermal efficiencies and safety.

=a

employment and training of local employees.

=a

operating in a developing regulatory regime.
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91 experience in comprehensive customer care charters and working with consumer

organisations.
1 research and technology bagg including strong links with Queens University Belfast.
1 commitment to ensuring equal opportunities for all.

To these ends the Licensee will develop an efficient and economic gas industry in accordance
with this plan. Natural gas will bring major benefits to Northern Ireland in terms of the

environmental, local employment, energy efficiency and in providing fuel choice.

The plan takes account of the potential for supplies to consumers in other areas of tlee Provin

It will enable gas dependent industries, ie both those providing a service to a gas industry and
those industries which can only operate with gas, to be established and it will attract industries
from abroad which have experience of using naturahgdgor whose processes natural gas is

the preferred fuel.

The plan assumes the construction initially of a new 600mm diameter high pressure pipeline from
Ballylumford to Torytown near Belfast and later an extension across to the south side of Belfast
Lough. This will be used to introduce gas to the old gas distribution system throughout the
Greater Belfast Area which will be refurbished on a phased basis. The Licensee intends to enter
into arrangements to acquire the old system under a statutory tisuisfere made under the Gas
(Northern Ireland) Order 1996.

It is intended to have the first gas flowing (subject to the granting of licences to convey and
supply gas) by late 1996 to industry and commerce. Supplies to the residential sector would

commenceearly in 1997.
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