Assessment of Applications for Licences to convey and supply gas outside of the Greater Belfast area

On 7 January 1999 the then Economy Minister, Adam Ingram asked the Director General of Gas Supply for Northern Ireland (the "Director") to issue an invitation to interested private sector companies to apply for licences to convey and/or supply gas to areas of Northern Ireland outside of the Greater Belfast area. Five parties submitted formal gas licence applications and the Director has been involved in prolonged discussions with these parties on the detail of their applications.

It has become apparent that these parties are only interested in building a pipeline or pipelines with a view to operating it or them. Consequently the Director will be considering applications for authorisations to construct a pipeline or pipelines under Article 35 of the Gas (Northern Ireland) Order 1996 (the Order) in conjunction with the applications for a licence to convey and/or supply gas through it or them under Article 8 of the Order. Unless the position of the applicants change, if any of the projects is to go ahead, one and the same party is likely to be granted both the authorisation to build the pipeline and the licence to convey gas through it.

As discussions with the applicants have progressed substantially the Director is setting out the criteria which will be applied in deciding whether to grant and to whom to grant the necessary authorisation to construct a pipeline or pipelines and the conveyance and/or supply licences.

The Director must exercise his powers under the Order in the manner best calculated to fulfill the duties set out in Article 5 of the Order. Under this Article the Director must exercise his functions in the manner best calculated-

(a) to promote the development and maintenance of an efficient, economic and co-ordinated gas industry in Northern Ireland; and

(b) to secure that licence holders are able to finance the carrying on of the activities which they are authorised or required by their licences to carry on.

And subject to these duties, the Director must exercise his functions in the manner best calculated-

(a) to protect the interests of consumers of gas supplied by persons authorised by licences to supply gas in respect of:-

(i) the prices charged and the other terms of supply; 

(ii) the continuity of supply; and

(iii) the quality of the gas services provided;

(b) to protect the interests of licence holders in respect of the prices at which, and the other terms on which, any services are provided by one licence holder to another;

(c) to promote the efficient use of gas supplied to consumers;

(d) to protect the public from dangers arising from the conveyance, storage and supply or use of gas; and

to facilitate competition between persons whose activities consist of or include conveying, storing or supplying gas; 

and to take into account, in exercising these functions, the effect on the environment (whether by way of pollution or otherwise) of activities connected with the conveyance, storage or supply of gas. 

(4) In performing the duty under paragraph (3)(a)(iii), the Director shall take into account, in particular the interests of those who are chronically sick, disabled or of pensionable age.

The Gas (Applications for Licences and Extensions) Regulations (Northern Ireland) 1996 (the "Regulations") set out the procedures relating to applications for gas conveyance and gas supply licences. Where a conveyance licence is sought the Regulations require the production of financial information, details of the applicants relevant expertise, detailed development plans and information on safety issues. Where a Supply licence is sought the Regulations also require the production of financial information, a description of the customers to be supplied and a detailed development plan. This information is necessary for the Director to be able to reach a decision on the licence applications submitted to him. The Director will request and indeed to date has requested such further information as he thinks necessary to enable him to reach such a decision on these licence applications. He will also and indeed has to date given all parties an equal opportunity to make representations to him.

1. Conveyance licence applications in respect of a transmission pipeline or pipelines

Without prejudice to the need to take into account all of the relevant duties, the criteria which will be particularly relevant in this case in relation to applications for a conveyance licence in respect of a transmission pipeline or pipelines are as follows:

Priority will be given to any financially viable and economically efficient proposals which give a commitment to the distribution of gas to and within local towns along the route of any proposed pipeline or pipelines over those which do not give any such commitment. This, in the Directors view, enables the greater development of an economic, efficient and co-ordinated gas industry in Northern Ireland;

If there are no proposals which include a firm commitment, or anything other than a minimal commitment, to the distribution of gas to and within local towns along the route of any proposed pipeline or pipelines, the Director will give preference to any financially viable and economically efficient proposals which provide for the greater potential for the distribution of gas to and within local towns along the route of any proposed pipeline or pipelines in the future. Of particular relevance here is the size and pressure of the transmission pipeline or pipelines that the applicant proposes building;

All other factors being equal the Director will give preference to the proposal most likely to require the lowest level of revenue for the provision of conveyance services.

2. Conveyance licence applications in respect of a distribution network of networks.

Without prejudice to the need to take into account all of the relevant duties, the criteria which will be particularly relevant in this case in relation to applications for a conveyance licence in respect of a distribution network or networks are as follows:

In making a decision on the applications for distribution licences the Director will need to be sure of the applicants ability to finance their proposed licence activities and sure that they have sufficient industry knowledge (as shown in the development plan(s) submitted under the Regulations) to carry out the distribution of gas in a safe and efficient manner.

3. Supply licences

Without prejudice to the need to take into account all of the relevant duties, the criteria which will be particularly relevant in this case in relation to applications for a supply licence are as follows:

In making a decision on the applications for supply licences the Director will need to be sure of the applicants ability to finance their proposed licence activities and sure that they have sufficient industry knowledge (as shown in the development plan(s) submitted under the Regulations) to carry out the supply of gas in a safe and efficient manner.

Provided this can be shown, the Director will apply the following criteria:

Where parties have applied for a supply licence in conjunction with a conveyance licence and they seek exclusivity in the supply of gas to all customers or to a class of customers then, provided it can be shown that the exclusivity is necessary to best ensure an efficient and co-ordinated gas industry, the party who is awarded the conveyance licence will be awarded a supply licence for these customers and other applications for supply licences for these customers will be refused during the period of exclusivity. Of particular relevance here is whether supply exclusivity is necessary to enable gas conveyance projects to proceed.

Where there is no exclusivity, the Director will have regard to the need to encourage competition in the supply of gas.

