






































































































Atit  National Australia Bank 

Strictly Private & Confidential 

Phoenix Natural Gas Limited ("PNGL") 

197 Airport Road 

West Belfast 

BT3 9ED 

Northern Ireland 

National Australia Bank Limited 
ABN 12 004 044 937 

88 Wood Street 
London EC2V 7QQ 
UNITED KINGDOM 

29th  April 2014 

Dear Sirs, 

PROVISION OF SUPPORT IN RELATION TO THE GAS TO THE WEST DISTRIBUTION AND 

TRANSMISSION LICENCE APPLICATIONS 

We, National Australia Bank Limited ("NAB" or the "Bank") are pleased to provide PNGL with this 

letter of support in connection with PNGL's applications for the Gas to the West Distribution and 

Transmission licences (the "Licence Applications"). We recognise that this letter is an important part 

of your Licence Applications to the Northern Ireland Authority for Utility Regulation ("NIAUR") and 

that it will therefore be disclosed to the NIAUR to demonstrate our strong support of your Licence 

Applications and your future role in the development, construction and operation of the proposed 

distribution and transmission networks. 

We consider PNGL to be a highly credible applicant with extensive and highly relevant experience in 

gas network construction and operation in Northern Ireland. We look forward to working with PNGL 

on this exciting project. In addition we have a strong relationship with PNGL's ultimate shareholders 

and manager Hastings. 

We hereby confirm that we have discussed with senior members of our management team details of 

the Licence Applications and have received their preliminary support to submit this letter of support 

to participate in a debt financing package of up to c. 45% of the development costs for the 

distribution network and up to c. 65% of the transmission network. This is based upon the capital 

expenditure requirements detailed by the NIAUR in the Gas Network Extensions in Northern Ireland, 

Gas to the West: Applicant Information Pack dated 6th  February 2014 (the "Information Pack"). 

Specifically, the NIAUR has estimated that the development costs of the two networks will be as 

follows: 

• £97.24m for the high pressure transmission pipeline (in December 2013 prices) which PNGL 

has estimated as equivalent to £107.4m in nominal prices; and 

• £60m for the low pressure distribution pipeline (in December 2013 prices) which PNGL has 

estimated as equivalent to £74.2m in nominal prices 

Authorised and regulated by the Australian Prudential Regulation Authority. Authorised by the Prudential Regulation Authority. Subject TO regulation by the financial Conduct Authority and limited 
regulation by the Prudential Regulation Authority,. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on request, 
National Australia Bank Limited ABN 12 004 044 937. Head Office. 800 Bourke Street, Docklands, Victoria 3008. Australia. 



We anticipate holding at least one half of the total committed facilities. 

We also confirm that we have read and considered the Information Pack and a summary of PNGL's 

business plans for its Licence Applications. 

We understand that, if PNGL is identified by the NIAUR as the preferred bidder during August 2014 

we will be required to conduct due diligence and undertake our structuring and credit approval 

processes thereafter. We agree to negotiate in good faith with a view to agreeing mutually 

acceptable commercial terms and documents as soon as reasonably practicable at such time as 

PNGL is identified as preferred bidder and to dedicate the reasonably required internal resources to 

achieve this in line with PNGL's timetable. 

NAB has significant knowledge and experience in regulated utility financings and project financings 

of greenfield pipelines in the European market and overseas. This level of experience is clearly 

demonstrated by our lead role in the following transactions: 

• Sole Mandated Lead Arranger of £140 million in various Term Loan, RCF and Capex Facilities 

for Phoenix Natural Gas in support of its sale process; 

• Mandated Lead Arranger of £157 million in various Term Loan, RCF and Capex Facilities for 

Utilities Trust of Australia and the RBS Group Pension Fund in their acquisition of Phoenix 

Natural Gas; 

• Mandated Lead Arranger of £700 million in various Term Loan, Working Capital and Capex 

Facilities for Brookfield Utilities UK upon its merging of the 'nexus and GTC utilities 

connections businesses; 

• Mandated Lead Arranger of £652 million in various Acquisition Facilities for Affinity Water in 

its acquisition of Veolia Environnement's regulated UK water businesses; and 

• Mandated Lead Arranger of £161 million in various Term Loan Facilities for East Surrey 

Pipelines. 

NAB has allocated a dedicated core transaction team with sufficient experience and resources to 

support your Licence Applications.  will be leading the transaction on behalf of NAB and 

the NIAUR and its advisors are authorised to  as required, using the following contact 

details: 

Name: 	  

Title: 	Director, Energy & Infrastructure Finance UK 

Address: 	88 Wood Street, London, EC2V 700 

Phone: 	020 7710 1931 

Email: 	 t@eu.nabgroup.com  

This letter (and the statements contained herein) is confidential and provided without legal 

responsibility on our part and solely for your information for the purposes of your consideration of 

the proposed Licence Applications. As you will appreciate, it does not constitute an offer or 

commitment to provide, arrange or underwrite or participate in any financing on behalf of [name] or 

iftirC  National Australia Bank 



its affiliates. The provision of any such financing will be subject to, inter alia: (i) satisfactory 

completion of due diligence; (ii) execution of satisfactory transaction documentation; (iii) 

satisfaction of conditions precedent; and (iv) final credit and any other required internal approvals. 

We do not assume a duty of care or any liability to any person in respect of the issuance of this 

letter. 

This letter must not be disclosed by you to any person or entity except: (i) your affiliates and your 

employees, legal and financial advisers; and (ii) the NIAUR and its employees, legal and financial 

advisers, in each case on a confidential and non-reliance basis. We agree that neither you, we, nor 

any of our affiliates, shall make any announcement relating to the financing of, or otherwise relating 

to, the Licence Applications without the prior consent of PNGL. 

You acknowledge that you are acting for your own account and are not relying on us for investment 

advice and/or a recommendation as to the commercial reasonableness of your Licence Applications. 

Unless expressly provided to the contrary in this letter, a person who is not a party to this letter has 

no right under the Contracts (Rights of Third Parties) Act 1999 to enforce or enjoy the benefit of any 

term of this letter. 

Yours faithfully 

National Australia Bank 

Name: 	  

Title: 	Director, Energy & Infrastructure Finance UK 

Date: 	29th  April 2014 

-OF  National Australia Bank 



RBS Investment Executive Limited 
 

 

 
Registered in Scotland No. 402010 

Registered Office: 36 St Andrew Square Edinburgh EH2 2YB 

 

 

2 May 2014 

 

Michael McKinstry 

Phoenix Natural Gas Limited  

197 Airport Road 

West Belfast 

BT3 9ED 

Northern Ireland 

 

 

Dear Mr. McKinstry, 

 

Gas to the West – Equity Investor Letter of Support 

 

RBS Pension Trustee Limited as trustee for The Royal Bank of Scotland Group Pension Fund (“RBSGPF”) 
is pleased to provide this letter of support (the “Letter of Support”) to Phoenix Natural Gas Limited 
(“PNGL”) in connection with PNGL’s application for the Gas to the West (“GTW”) Distribution (“GTW 
Distribution”) and Transmission (“GTW Transmission”) licences (the “Licence Applications”). 

 

We remain excited about the investment opportunity GTW presents for RBSGPF and PNGL and are 
committed to working with our co-shareholder Utilities Trust of Australia ("UTA") in connection with 
these Licence Applications. 

 

RBSGPF is prepared to commit equity equal to £30.0m for GTW Transmission and £19.0m for Distribution 
towards GTW’s development and construction costs on the basis of the assumptions set out in PNG’s 
Licence Application. RBSGPF has a combination of available cash and easily liquidated assets which can 
be utilised to finance RBSGPF’s proportionate investment in GTW. 

 

Senior management of RBS Investment Executive Limited (“RIEL”) on behalf of the Board of RBSGPF has 
endorsed the issue of this Letter of Support. PNG’s Licence Applications have the focus and support of 
senior management of RIEL, and they have the experience, capacity and willingness to make decisions in 
a timely manner and support PNG’s management through the consultation and final licence award. 

 

We recognize that this letter is an important part of your Licence Applications to the Northern Ireland 
Authority for Utility Regulation (“NIAUR”) and that it will therefore be disclosed to the NIAUR to 
demonstrate our strong support of your Licence Applications and your future role in the development, 
construction and operation of the proposed distribution and transmission networks. 

 

 

Yours sincerely,  

 

            

       

 

 

SIGNED for and on behalf of RBS Investment Executive Limited as attorney for RBS Pension 
Trustee Limited under a power of attorney dated 19 November 2013  
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investment opportunities to deliver 
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Hastings Funds Management Limited 
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Melbourne VIC 3000 Australia 
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5 May 2014   
 
 
Phoenix Natural Gas Limited  
197 Airport Road 
West Belfast 
BT3 9ED 
Northern Ireland 
 
 
Dear Sirs, 
 
Gas to the West – Equity Investor Letter of Support 
 
Hastings Funds Management Limited (“Hastings”) as manager of Utilities Trust of Australia ("UTA") is 
pleased to provide this letter of support (the “Letter of Support”) to Phoenix Natural Gas Limited 
(“PNGL”) in connection with PNGL’s application for the Gas to the West (“GTW”) Distribution (“GTW 
Distribution”) and Transmission (“GTW Transmission”) licences (the “Licence Applications”).  
 
We remain excited about the investment opportunity GTW presents for UTA and PNGL and are committed 
to working with UTA’s co-shareholder Royal Bank of Scotland Group Pension Fund ("RBSGPF") in 
connection with these Licence Applications. 
 
UTA has resources to support an equity equal to £30 million for GTW Transmission and £19 million for 
GTW Distribution development and construction costs on the basis of the assumptions set out in PNG’s 
Licence Application. UTA has available cash, undrawn lending facilities and equity commitments which 
can be utilised to finance UTA’s proportionate investment in GTW, if required. 
 
Following completion of our Investment Committee review Hastings is pleased to provide this Letter of 
Support for UTA.  
 
We recognise that this letter is an important part of your Licence Applications to the Northern Ireland 
Authority for Utility Regulation (“NIAUR”) and that it will therefore be disclosed to the NIAUR to 
demonstrate our strong support of your Licence Applications and your future role in the development, 
construction and operation of the proposed distribution and transmission networks. 
 
Yours sincerely, 

 
 

Chief Executive Officer Utilities Trust of Australia 
Executive Director 
Hastings Funds Management Pty Ltd 

Unless otherwise stated, the information contained in this document is for informational purposes only. It does not constitute an offer of securities and 
should not be relied upon as financial advice. The information has been prepared without taking into account the investment objectives, financial 
situation or particular needs of any particular person or entity. Before making an investment decision you should consider, with or without the 
assistance of a financial adviser, whether any investments are appropriate in light of your particular investment needs, objectives and financial 
circumstances. Neither Hastings, nor any of its related parties including Westpac Banking Corporation ABN 33 007 457 141, guarantees the repayment 
of capital or performance of any of the entities referred to in this document and past performance is no guarantee of future performance. Hastings, as 

the Manager or Trustee of various funds, is entitled to receive management and performance fees. 



Financial Resources and Standing
2nd May 2014

Background to Phoenix

Phoenix has held a gas distribution licence within the Greater
Belfast Area since natural gas became available in Northern
Ireland  in  1996.  Initially  Phoenix  held  a  joint  licence  for
transmission, distribution and supply.

In  2008  Phoenix  sold  its  transmission  business  to  NIE  /
Mutual Energy and then in 2012, following the full opening
of  the  market  to  competition  Phoenix  sold  its  supply
businesses to Airtricity / SSE. 

Phoenix  remains  the  main distribution licence  operator  in
Northern  Ireland  owning  and  operating  3,200  km  of
network,  making  gas  available  to  more  than  301,000
customers  with  more  than  171,000  customers  being
connected  and  more  than  10,000 further  customers  being
connected annually at present. 

Evidence of Historic Fund Raising

During  its  period  of  operation  Phoenix  has  continually
demonstrated its ability to attract investors.

Notable equity raisings include: 

 The  KeySpan  CI  Ltd  (“KeySpan”)  £11m  equity
investment  in  1997  to  acquire  a  49%  interest  in
Phoenix  Natural  Gas  Limited  (“PNGL”)  from  BG
Energy Holdings Limited (“BG”).

 The  £50m  equity  investment  by  East  Surrey
Holdings PLC (“ESH”) in 2001 to acquire a 24.5%
interest in PNGL from BG.

 The £178m equity investment by ESH in 2003 to
acquire a 75.5% interest in PNGL resulting in ESH
becoming the 100% owner of PNGL.

 The  £467m  equity  investment  by  Terra  Firma
Capital Partners (“TFCP”) in 2005 to acquire 100%
of ESH.

 The £99m sale of Belfast Gas Transmission Limited
in  2008  to  Northern  Ireland  Energy  Holdings
Limited (“NIEH”).

 The £19m sale Phoenix Supply Limited in 2012 to
Airtricity Holdings Limited a subsidiary of Scottish
& Southern Energy PLC (“SSE”).

 The  equity  investment  by  the  Hastings  managed
funds, Utilities Trust of Australia (“UTA”) and Royal
Bank of Scotland Group Pension Fund (“RBSGPF”),
in  2013 to  acquire  100% of Carmel  Capital  II  the
holding company of the Phoenix group.

UTA and RBSGPF are long term investors in infrastructure
assets  and  have  demonstrated  through  subsequent  re-
investment  their  ability  and  willingness  to  make  available
finance for future expansion plans when required.

Notable debt raisings include:

 The raising of £125m of 4-year senior debt facilities
(comprising a £93m term loan and a £32m RCF) in
2004  to  fund  the  capital  expenditure  and  working
capital  requirements  of  PNGL.  The  facilities  were
provided by a syndicate of banks including Barclays,
Allied Irish, Bank of Ireland, Lloyds and RBS.

 The raising of £458m of 5-year senior debt facilities in
2005  by  Kellen  Acquisitions  Limited  (a  parent
company of PNGL) to support the acquisition of ESH
by  TFCP.  The  debt  was  comprised  of  term,  capital
expenditure  and  working  capital  facilities  and  was
provided by a syndicate of banks including Barclays
and Citigroup.

 The issuance of a £275m 8-year guaranteed bond in
2009 by Phoenix Natural Gas Finance PLC (“PNGF”),
a subsidiary of PDHL, to fund the continued growth of
PNGL’s core distribution business and support the re-
financing of the TFCP 2005 acquisition finance.

 The raising of  £80m of 3-year senior debt facilities
from  RBS  and  Barclays  in  2009.  The  facilities
comprised  capital  expenditure  and  working  capital
facilities to underpin future capital  expenditure and
working capital requirements within PNGL.

 The  refinancing  of  the  £80m  2009  senior  debt
facilities in 2011 for a further 3 years with RBS.

 The  raising  of  £140m  of  senior  debt  facilities
(comprising a £45m 3-year term loan, a £45m 7-year
term  loan  and  a  £50m  3-year  capex  and  working
capital  facility)  in  2013  to  refinance  existing  bank
debt.  The  facilities  were  provided by a  syndicate  of
banks including National Austria Bank (“NAB”) and
Sumitomo Mitsui Banking Corp (“SMBC”)

 The  raising  of  £170m  of  senior  debt  facilities
(comprising a £93m 5-year term loan, a £67m 5-year
capex  facility  and  a  £10m  5-year  working  capital
facility)  in  2013  to  support  Hastings  acquisition  of
Phoenix group and replace the existing £140m bank
facility. The facilities were provided by a syndicate of
banks  including  NAB,  SMBC  and  Commonwealth
Bank of Australia. 

In addition to these equity and debt raising activities PNGF
was  assigned  strong  investment  grade  ratings  from  both
Moody’s and Fitch in 2009 and has subsequently maintained
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these  ratings  at  their  initial  level.  These  ratings  and  the
demonstrated  ability  of  Phoenix  group  to  raise  debt  from
both and bank and bond markets reflect  the strong credit
quality  of  the  core  distribution  business  and  give
management confidence that Phoenix group will continue to
have diverse access to the debt markets for the foreseeable
future.

PNGL is  a  long  term infrastructure  asset  with  predictable
cash flows. Debt finance is raised on the basis that it will be
repaid before its legal maturity by raising new debt from a
range of sources.

The equity and debt raising activities of Phoenix described in
detail  above  shows  that  management  have  successfully
secured over £2bn of investment in the business over the last
12 years.

Hastings  has  considerable  experience  supporting  portfolio
companies  in  their  capital  raising  activities.  Hastings  has
secured  £3.5m of  debt  and  equity  finance  over  the  last  2
years to support its global acquisition activities.

This clearly shows the ability of Phoenix to generate equity
and  debt  finance  over  a  sustained  period  and  provides  a
strong  covenant  to  its  ability  to  deliver  the  necessary
financial resources into the future.    

Financing  of  the  Gas  to  the  West  Lower
Pressure Pipeline

Phoenix  group  has  extensive  relationships  with  the  bank
lending  community.  These  relationships  have  been
established over the long history of Phoenix’s debt financing
activities  for  its  core  businesses.  In  addition  Phoenix  has
access to banking relationships established by Hastings over
their  20  year  history  of  investing  in  infrastructure
businesses. In combination these relationships allow Phoenix
group to access the bank debt markets at competitive rates
thereby  facilitating  this  highly  competitive  bid  case  for
developing Gas to the West of Northern Ireland.

Whilst  the  prevalence  of  ring-fencing  conditions  limits  its
ability to  directly leverage debt from its  core business,  the
experience that the core Phoenix business provides to debt
investors is likely to make it possible to PNGL to acquire the
necessary debt funding.

Further,  through  its  relationship  with  Hastings,  PNG
credentials  have  been  further  strengthened  and  more
importantly the long term nature of investors involved in the
Phoenix business provides extra security to the bid as there is
a strong track record of  such investors supporting and re-
investing  in  core  businesses  to  facilitate  their  growth  and
development.

The  NIAUR  has  indicated  that  the  minimum  amount  of
capital that is required to develop the Gas to the West lower
pressure pipeline is £60m in December 2013 prices (10 years
of capital expenditure). PNGL has estimated that this equates
to £74.2m in nominal prices.

The NIAUR has stated that applicants should demonstrate
sufficient  financial  resources to  fund at  least  120% of  this
amount.  On  this  basis,  PNGL  has  taken  steps  to  clearly
demonstrate  to  the  NIAUR  that  it  has  reliable  access  to
financial resources in excess of £89m (£74.2m multiplied by
120%).

PNGL has attached to this application letters of intent from 4
bank debt providers (NAB, SMBC, CBA and Lloyds) and from
Phoenix group’s existing equity investors, UTA and RBSGPF,
who  intend  to  support  the  equity  requirements  of  the
development process.

Collectively the letters of intent demonstrate a willingness to
contribute up to £126m to the development of the pipeline.
This is summarised as follows:

Amount Funding as % of
development costs

including PA

Anticipated
hold

Equity:

UTA £18.6m

RBSGPF £18.6m

Total Equity £37.1m

Debt:

NAB £17.5m c. 45% 50%

SMBC £31.5m c. 85% c.50%

CBA £15.0m c. 40% 50%

Lloyds £24.5m (£60m pro rata across T and D)

Total Debt £88.6m

Total £125.7m

It  is  expected  that  the  development  of  the  lower  pressure
pipeline will be financed approximately 70% with debt and
30% with equity.

It  is  the  expectation  that  the  debt  finance  for  the
development will  be structured as a corporate style facility
with  sufficient  headroom  for  at  least  the  first  five  years
following  licence  award.  Thereafter  Phoenix  will  explore
refinancing alternatives.

While the shareholders has provided letters of support to the
amount  of  £37m,  it  is  our  expectation  that  part  of  the
required  equity  funding  will  be  delivered  through  the  re-
investment  of  the  equity  cash  flows  generated  by  the
business.
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