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GLOSSARY OF TERMS

Accredited Certification Scheme

Above Ground Installation

Annual Quantity

Awareness of Health, Safety and Environmental Systems
Business Continuity Plan

BlackBerry Enterprise Server

Business Improvement Plan

Capital Expenditure
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Consumer Council for Northern Ireland

Chartered Institute of Personnel and Development
Customer Liaison Manager

Critical National Infrastructure Provider

Carbon Monoxide
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Phoenix Distribution Network Code (also “Network Code”)
Corrective and Preventative Action Request

Customer Supply Point

Corporate Social Responsibility

Department for Enterprise Trade & Investment

Daily Metered

Disaster Recovery

Divisional Roads and Utilities Committee

Department for Social Development

Dangerous Substances and Explosive Atmosphere Regulations
Engineering Action Group
Emergency Control Centre (National Grid)
Environmental Management System

Phoenix procedure for dealing with Reported Gas Escapes
Engineering Officer

European Union

Frontier Economics Limited
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Federation of Small Businesses

Full-Time Equivalent

Gaelic Athletics Association

Group Development Forum

Graphical Information System

Governor Maintenance Database

Gas Safety Management (Northern Ireland) Regulations 1997
Gas to the West

High Pressure

High Pressure Reduction Station

Human Resources

Health, Safety and Environment

Health and Safety Executive for Northern Ireland
Health, Safety, Quality and Environment
Institute of Directors

Institute of Occupational Safety and Health
Intermediate Pressure Reduction Station
Information Technology

Industrial & Commercial

Institution of Gas Engineers and Managers
Institute of Mechanical Engineers

Kellen Investments Limited

Phoenix’s CSR Programme (Leadership in the market place, Investing
in our people, Fostering our community and Environmental
responsibility)

Low Pressure

Liquefied Petroleum Gas

Land and Property Service

Chartered Member of the Institute of Personnel and Development
Medium Pressure

McNicholas Construction Services Limited

Non-Daily Metered

Network Emergency Co-ordinator

Phoenix Distribution Network Code (also “Code”)

Network Gas Supply Emergency
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National Insurance Contribution

Northern Ireland Electricity
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Northern Ireland Network Emergency Co-ordinator
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Northern Ireland Sustainable Energy Program
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Personal Data Assistant

Phoenix Distribution Holdings Limited
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Periodic Indicative Notice

Phoenix Natural Gas Finance PLC

Phoenix Natural Gas Limited

Personal Protective Equipment

Pre-Qualification Questionnaire

Public Relations

Pressure Reduction Station

Pressure System Safety Regulations (Northern Ireland) 2004
Quality Management Plan

Quantity Surveyor

Quality, Environmental, Safety and Training Group

Reliability Centred Maintenance
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1. BUSINESS PLAN OVERVIEW

1.1 PURPOSE OF BUSINESS PLAN

Phoenix Natural Gas Limited (“Phoenix”) is submitting this Low Pressure (“LP”) Operational Business
Plan (the “LP Business Plan”) to the Northern Ireland Authority for Utility Regulation (“UR”) in
support of its application for a conveyance licence for distribution to assist the extension of the
Northern Ireland natural gas network to the towns of:

e Dungannon including Coalisland;
e Cookstown including Magherafelt;
e Enniskillen including Derrylin;
e Omagh; and
e Strabane,

(the “GTW Licensed Area”).

The purpose of the Phoenix LP Business Plan is to:

o facilitate the secure, safe, reliable, efficient and economic development and operation of the
natural gas network in the GTW Licensed Area;

e provide UR with the evidence to identify Phoenix’s application as that which represents best
value for gas consumers in Northern Ireland;

e connect the potential 40,000 domestic and commercial customers to the new gas network in
the GTW Licensed Area;

e target industrial and commercial (“I&C”) customers in line with the preliminary connection
profile determined by UR;

e ensure that these customers benefit from lower energy costs;
e ensure that society as a whole benefits from lower carbon and other emissions; and

e provide the information detailed in 3.17(a) and (b) and in 3.20(a) and (b) of the Published
Criteria.

As detailed in this LP Business Plan, Phoenix has the skills and experience within its current operation
to deliver a successful network, customer connections and wider natural gas industry. Through
utilisation of these existing skills, Phoenix’s existing policies, systems and procedures and with
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further training and development of additional staff in Phoenix’s tried and tested staff development
programmes, Phoenix is confident that it can make the GTW Licensed Area as successful as the
existing Licensed Area.

The structure followed within each section of this LP Business Plan is therefore largely to:

e set out the robust, efficient and successful processes and principles in place within Phoenix;
and

e highlight how these could be readily transferred or adapted to suit the needs of the GTW
low pressure distribution business (“the GTW distribution business”).

The Low Pressure Data Input Workbook to be completed by applicants is provided at Annex 10 of
the Applicant Information Pack.

The completed Low Pressure Data Input Workbook associated with this LP Business Plan - the
Phoenix Low Pressure Data Input Workbook (“the workbook submission”) - is provided at Document
LPDIW. The assumptions used are appended to the workbook submission and explained in chapter 8
of the LP Business Plan.
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1.2 EXECUTIVE SUMMARY

In order to maintain the existing regulatory and security ring fence of Phoenix Natural Gas Limited
(“Phoenix”), Phoenix intends to assign the GTW licence to a new legal entity, Newco, which will be a
subsidiary of Phoenix Energy Holdings Limited. Further detail is provided at section 2.1.

Phoenix currently operates a licence granted to it in 1996 for the conveyance of natural gas (at
distribution level) in Northern Ireland (“the Licence”)'. At the time of its launch, the Phoenix project
was one of the largest greenfield, private sector-led integrated gas transmission, distribution and
supply investments in Western Europe. It is the only recent example of which Phoenix is aware of a
gas distribution network being retro-fitted into a major, developed city.

Before the Phoenix investment, there was no existing natural gas infrastructure in Northern Ireland.
The task set for Phoenix was an unusual project in the United Kingdom (“UK”), since it involved
retro-fitting a gas distribution network in a major city. Most importantly, Phoenix faced the
challenge of developing a network and a market for natural gas from scratch.

A key measure of the success of the business was its ability to roll out the network and make gas
available widely within its Licensed Area. This outcome was initially the primary objective for both
Phoenix and UR, since it would facilitate the future growth of the natural gas market. The mandatory
development plan which was embedded in the Licence reflected this objective: it required Phoenix
to develop a sustainable network through which natural gas would be available to no less than 81%
of all properties within the Licensed Area, within a fixed rolling timescale.

Under the terms of the Licence, Phoenix is authorised to conduct its gas distribution business within
an area covering approximately 40 per cent. of the population of Northern Ireland: Greater Belfast
(comprising Belfast, Newtownabbey, Carrickfergus, Lisburn and North Down) and Larne (“the
existing Licensed Area"). Since the Licence was first issued in 1996, the existing Licensed Area has
been extended to include Comber (in 2007) and specific larger customers on the periphery of the
Licensed Area (e.g. Temple and McQuillan Quarries).

Phoenix has always met (and in fact exceeded) its licence obligations in respect of coverage of the
network. By 2006, approximately 250,000 properties had natural gas available to them (which
compares with a licence obligation to pass only approximately 224,000 properties in the same
timeframe). The Phoenix network currently extends to over 3,000 kilometres of intermediate,

! Phoenix’s original licence was a combined licence for the conveyance and supply of gas in the Licensed Area.
The conveyance part of the licence allowed Phoenix to construct and operate both a transmission and
distribution network in Northern Ireland, and the supply part of the licence allowed Phoenix to supply gas to
customers from that network. In line with the requirements of the Second EU Gas Directive 2003/55/EC,
Phoenix legally separated its gas supply division from its transmission and distribution business on 1 January
2007 and on 31 March 2008 Phoenix completed the sale of its transmission assets to Northern Ireland Energy
Holdings. The supply and transmission parts of the original combined Phoenix licence now held by Phoenix
have been revoked by DETI and all references to supply and transmission activities have been deleted from the

licence.
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medium and low pressure mains (7 to 4bar, 4bar to 800mb and 75mb to 25mbar respectively),
which distribute natural gas throughout the existing Licensed Area. As at 31 December 2013,
Phoenix had made gas available (in accordance with the terms of the Licence) to ¢.301,000
properties within the existing Licensed Area, of which ¢.171,000 (57 per cent.) have been connected
to the network.

Phoenix is the pre-eminent natural gas business in Northern Ireland. Phoenix has undertaken
innovative pipe laying techniques and has developed a strong skills base and a reputation for making
safety the top priority. Imaginative marketing campaigns and hands-on customer support has
expedited growth in the customer base and is key in building markets.

Since 1996 Phoenix has been successful in introducing natural gas to a new market and establishing
a strong and vibrant supporting industry. Phoenix has established a downstream natural gas industry
that has embraced a similar set of objectives to those of the Phoenix organisation. Independent
installers, retailers and merchants align their businesses with the growth objectives set by Phoenix.
Phoenix recognises the importance of an independent downstream natural gas industry and the
benefits this can deliver e.g. improved customer service, additional investment, competitive prices
and an ability to respond quickly to opportunities. Phoenix will play a key role in establishing the
downstream natural gas industry across the GTW Licensed Area using the proven approach it
adopted to establish a downstream natural gas industry across the existing Licensed Area.

Unfortunately only a fraction of the Northern Ireland population currently enjoys access to the
natural gas network and the justification for bringing natural gas to the GTW Licensed Area is based
on the achievement of Phoenix. There is still however much to be done to displace oil as the “fuel of
choice” in Northern Ireland, and to achieve the level of market penetration achieved by natural gas
in Great Britain (which is at approximately 90 per cent. of homes and businesses, compared with
only approximately 20 per cent. in Northern Ireland).

Notwithstanding the challenges that remain, the development of a natural gas network is recognised
as having brought considerable environmental, economic and social benefits to Northern Ireland.
These successes are a function of investment, effective business decisions and efficient execution of
those decisions that were made in the context of the regulatory environment that was designed in
1996 and enshrined in the Licence, and the expectations of investors that flowed from it.

Phoenix will draw on the strengths, knowledge and experience of existing FTEs (“Full-Time
Equivalents”) including Senior Managers and Phoenix’s Executive Directors (“the Directors”) who
intend to develop the natural gas network in the GTW Licensed Area using the proven policies and
procedures in place in the existing Licensed Area. In doing so, Phoenix will ensure that the required
corporate governance and ring fencing arrangements for the existing Licensed Area are maintained.

Alongside its significant operational achievements since its formation, Phoenix has also been
recognised for its outstanding performance within the arena of both safety and Corporate Social
Responsibility (“CSR”) culminating in the award of its second British Safety Council ‘Sword of Honour’
in recognition of world-class health, safety and environmental practices. In addition, the Group
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received Business in the Community’s ‘Big Tick Award’ for a ninth consecutive year, celebrating
excellence in the delivery of leading edge CSR programmes. This award underlines its commitment
to both its staff and the community it serves.

Phoenix’s business activities are principally focused on the safe and efficient operation of the
network. A primary objective of the LP Business Plan is to have gas flowing in the LP distribution
network in the GTW Licensed Area as early as possible following the award of licence by UR. To
achieve this Phoenix aims to carry out the first year’s construction at the same time as the high
pressure transmission network is being constructed.

On completion of the high pressure commissioning process, Phoenix will therefore be in a position
to commission the LP mains that have been laid and tested.

Phoenix has the skills and experience within its current operation to deliver a successful network,
customer connections and wider natural gas industry. Through utilisation of these existing skills,
Phoenix’s existing policies, systems and procedures and with further training and development of
additional staff in Phoenix’s tried and tested staff development programmes, Phoenix is confident
that it can make the GTW Licensed Area as successful as the existing Licensed Area.

The structure followed within each section of the LP Business Plan is therefore largely to:

e set out the robust, efficient and successful processes and principles in place within Phoenix;
and

e highlight how these could be readily transferred or adapted to suit the needs of the GTW
distribution business.

Phoenix’s cost build-up is largely derived from UR’s assessment of Phoenix’s allowable operating
expenditure (“opex”) within the GD14 price control for Northern Ireland’s Gas Distribution Networks
for 2014 — 2016 (the “GD14 Determination”). This is an appropriate basis for forecasting the opex
requirements within the GTW distribution business; the GD14 determination captures any efficiency
for customers already realised by Phoenix along with potential efficiencies forecast by Phoenix
within each individual cost line. Therefore the GTW distribution business would immediately benefit
from the innovation, improvements and efficiency gains already embedded within Phoenix’s
operation. As such this approach to the build-up of Phoenix’s opex forecasts delivers efficiencies for
the GTW distribution business more aligned to a mature business.

In years one to five, 18.25 FTEs will be required to manage operations across the GTW Licensed
Area:

e ten FTEs will be based in the GTW Licensed Area; and

e a marginal increase of 8.25 FTEs will be required to manage the consolidated activities
within Phoenix for the existing and the GTW Licensed Areas.
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In years six to ten, the number of FTEs required to manage the consolidated activities within Phoenix
for the existing and the GTW Licensed Areas will grow from 8.25 FTEs to 8.90 FTEs.

The GTW Licensed Area is remote from Belfast. It would not be practicable or cost effective to
consolidate operational activities for Phoenix and the GTW distribution business in Belfast. Instead
efficiencies can be achieved by having an operations depot in Omagh.

Omagh is situated c.30 miles from Enniskillen, c.20 miles from Strabane, c.25 miles from Cookstown,
and c.30 miles from Dungannon and is therefore central to all parts of the GTW Licensed Area —
Phoenix envisages that operatives in the GTW Licensed Area will never be more than 60 minutes
from either the operational base in Belfast or the operations depot in Omagh. Omagh is therefore
the prime operational location for a second site.

The high level key business operational objectives of Phoenix’s LP Business Plan are to:

o facilitate the secure, safe, reliable, efficient and economic development and operation of the
natural gas network in the GTW Licensed Area;

e provide UR with the evidence to identify Phoenix’s application as that which represents best
value for gas consumers in Northern Ireland;

e connect the potential 40,000 domestic and commercial customers to the new gas network in
the GTW Licensed Area;

e ensure that these customers benefit from lower energy costs;
e ensure that society, as a whole, benefits from lower carbon and other emissions; and

e provide the information detailed in 3.17(a) and (b) and in 3.20(a) and (b) of the Published
Criteria.

Preliminary profile work has already been carried out on I&C businesses in the GTW Licensed Area
and there is a clear understanding and focus on the industrial opportunities that exist in each town.
Phoenix representatives will target these potential consumers in line with the connection profile
determined by UR.
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References to the Published Criteria

Phoenix notes that the summary should indicate where in the body of this submission the matters
referred to in 3.17(a) and (b) and in 3.20(a) and (b) of the Published Criteria are covered. Phoenix
has therefore referenced each of the appropriate sections in the body of this submission which
cover the various matters in the table below.

Please note that for ease of reference, the sections referenced in the table are the main sections
within the body of this submission that the matters referred to in 3.17(a) and (b) and in 3.20(a) and
(b) of the Published Criteria are covered and are not therefore exhaustive.

Published Criteria Reference Section(s) of the LP Business Plan

3.17(a)(i) 3.1,3.6,5.4and 7.4

. 2.3,3.1,3.2,3.7,5.1,5.2, 5.4 and chapter 7
3.17(a)(ii) .

(excluding 7.3)
3.17(a)(ii) as per 3.17(a)(ii) and sections 2.1, 5.8, 6.2 and
6.3
3.17(a)(iv) 3.1,3.7,4.1,5.4,5.7and 8.3
3.17(a)(v) 2.1,5.8,6.2and 6.3
3.17(b)(i) 8.1,8.3and 9.2
3.17(b)(ii) 8.3and 9.2
3.17(b)(iii) 8.1,8.3and 9.2
3.17(b)(iv) 8.1,8.3and 9.2
3.17(b)(v) 8.3 and chapter 10
3.17(b)(vi) 2.2and 8.5
3.20(a)(i) 2.3,3.1,3.6,3.7 and chapters 4 and 5
3.20(a)(ii) 2.3, 5.8 and chapter 7
3.20(a)(iii) chapter 5 and section 7.3
3.20(a)(v) as per 3.20(a)(ii) and sections 2.1, 5.4, 5.8, 6.2
and 6.3

3.20(a)(v) 2.2,2.3,3.1,3.2and 3.7
3.20(a)(vi) 2.1
3.20(b)(i) chapter 7, in particular sections 7.1 and 7.2
3.20(b)(ii) 5.4 and chapter 7, in particular section 7.2
3.20(b)(iii) chapter 7, in particular section 7.2
3.20(b)(iv) 5.4 and chapter 7, in p:rrcular sections 7.2 and
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2. ORGANISATION

2.1 STRUCTURE
Rationale for organisation structure

The position of Phoenix within the group structure is as follows:

The Royal Bank of Scotland Group
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50% 50% |
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Carmel Capital Il
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 75.2%
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W 100%
Kellen Acguigitions Limited

Regulatory | hank Wi00%
security ring fence

Kellen Capital Limited

Phoenix Energy Holdings Lirmited
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_____ - Wo100% v
PREER D|9|Lt_r|blut|c|nHoldlngs Phoenix Energy Setvices Limited Newco
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Jro

1
1
1
1
1
] Phoenix Matural Gas Limited
1
]
1
| Phoenix Matural Gas Finance Plc

The ultimate UK holding company is Lionrai Investments No. 1 Limited. The ultimate parent
companies are Royal Bank of Scotland Group Pension Fund and Utilities Trust of Australia which have
joint ownership interests and equal voting rights.

The ownership structure below Lionrai Investments No. 2 Limited was put in place in 2007 when the
Kellen Group was under the control of Terra Firma Capital Partners. The new shareholders have
simply inherited this structure on acquisition.

The Kellen Group comprises Phoenix Energy Holdings Limited ("PEHL"), Phoenix Distribution
Holdings Limited ("PDHL"), Phoenix, Phoenix Energy Services Limited ("PES") and Phoenix Natural
Gas Finance PLC ("PNGF"). The corporate diagram does not include PNG Storage Limited, Phoenix
Power Limited, Belfast Energy Limited, Phoenix Gas Limited and Belfast Natural Gas Limited, all of
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which are dormant subsidiaries of PEHL. Phoenix and PES are the Phoenix Group operating
companies.

The Phoenix Financing Group comprises PNGF, Phoenix and PDHL.

The Kellen Group’s corporate governance structure is set by the Board of directors of Kellen
Investments Limited ("Kellen"). The Kellen Group is committed to the highest standards of corporate
governance as set out in the Combined Code on Corporate Governance.

The Board of directors of Kellen has established three committees: the Audit Committee, the
Remuneration and Nominations Committee and the Finance Committee, each with clearly defined
terms of reference, procedures, responsibilities and powers.

In addition to owning and operating the gas distribution network, Phoenix is required under the
Licence to carry out certain associated activities, including:

e installing and disconnecting gas meters;

e establishing and maintaining a 24 hour emergency service and attending to gas leaks as soon
as is reasonably practicable, and taking all necessary steps to prevent an escape of gas
within 12 hours of receiving a report; and

e installing and bringing into operation distribution pipelines so that not less than 90 per cent.
of the cumulative annual total number of premises (excluding Larne) in the Licensed Area
may be readily connected to the Phoenix Network by 31 December 2008 (which is deemed
satisfied if 90 per cent. of this target is achieved). This obligation has been satisfied by
Phoenix.

PES currently provides a number of these services under a services contract, including the
installation, disconnection and maintenance of customer meters and the provision of the initial 24
hour/seven days a week emergency response to Phoenix’s customers, under an agreement with
Phoenix. PES was set up in 2002 for four key reasons:

1. The service being provided by the outsourced third party was not able to continue to be as
robust or to the high standard needed to undertake such critical operations for the natural
gas industry;

2. Meter reading services could not be procured from the market place at a cost-effective rate;

3. PES was able to lower the cost of the emergency and asset maintenance service being
provided and as such lower the cost of natural gas to consumers; and

4. The essential ‘after-sales’ service, needed to assist the continued growth of the industry,
could be provided by PES.

Phoenix continues to benchmark the costs of the services being provided by PES and it can be clearly
demonstrated that the costs being charged by PES remain competitive within the market place.
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PES utilises other local providers to supplement the workforce providing these services to Phoenix
from time to time. PES will provide these services under a separate services contract to the GTW
distribution business.

In order to maintain the regulatory/bank security ring fence of Phoenix Natural Gas Ltd., Phoenix
intends to assign the licence for the whole of the GTW Licensed Area granted under this application,
to a separate company, Newco. As illustrated in the figure above, Newco will be a wholly owned
subsidiary of Phoenix Energy Holdings Limited and will trade under the Phoenix brand.

Explanation of the range of business activities and associated resource levels

A detailed explanation of the range of business activities and associated resource levels is provided
at section 2.2.

Proposals to manage contract operations

The overall engineering and planning of the gas distribution network in the existing Licensed Area
has been undertaken by Phoenix’s engineering teams. However, installation and maintenance of
mains and customer connections are sub-contracted to a locally-based company owned by
McNicholas Construction Services Limited (“McNicholas”), an independent contractor and
established UK construction services company. McNicholas also provides Phoenix with emergency
response services.

Phoenix is subject to the Official Journal of the European Union (“OJEU”) procurement thresholds,
and as such the construction contract has been tendered three times with McNicholas being
awarded a contract in 1996, in 2001 and in 2006. All contracts were awarded following a full tender
process and McNicholas was successful in delivering the best tender bid on each occasion to meet
the requirements of Phoenix. The current contract with McNicholas is in operation until July 2014.

McNicholas was awarded the current contract in July 2006 based on relevant skills, experience and
price after an extensive tendering process advertised in the OJEU. McNicholas provides similar
services to other utility companies within the UK and the Republic of Ireland. This contract operates
through “Alliance” contracting principles, with a joint management approach being established
through operations alongside Phoenix management and operating teams within the same location.

There are many aspects of the construction contract with McNicholas, but the key elements are as
follows:

(a) the contract is based on a philosophy that the party best able to manage the risk manages
that risk;
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(b) Phoenix and McNicholas management resources are shared throughout the construction

Ill

process i.e. there is no duplication or traditional “man-marking” of staff. Staff are treated as

a “single” resource and are utilised where needed throughout both organisations;

(c) an open-book actual cost approach is used, including a profit share mechanism. Tender rates
are set by McNicholas but Phoenix pays McNicholas based on their actual costs plus agreed
uplifts. Any difference between tender rates and actual costs are shared, both positively and
negatively, between Phoenix and McNicholas; and

(d) a fully integrated supply chain utilising a common Information Technology (“IT”) system
ensures that stock levels are minimised throughout the supply chain resulting in lower
financing costs for McNicholas and other suppliers.

Consequently, the contract with McNicholas provides a real opportunity to innovate and implement
efficiency improvements which delivers immediate reductions in unit costs to Phoenix. As
management resources are streamlined and the supply chain is integrated, any innovations, design
changes or simple process improvements are implemented quickly, promptly delivering benefits. In
addition, due to the actual cost approach, Phoenix and McNicholas have an in-depth understanding
of each element of their construction costs down to the sub-elements of labour, materials,
transport, fuel, etc. This enables Phoenix and McNicholas to focus in on specific cost elements with
the aim of identifying and implementing improvements. Further detail is provided in section 9.3 and
within Phoenix’s Innovation and Technology Transfer submission (“Technical and Construction”
section).

Phoenix intends to manage the construction contract across the GTW Licensed Area in accordance
with the established processes already in use in the existing Licensed Area. Phoenix is subject to the
OJEU procurement thresholds and the construction contract for the GTW Licensed Area will be
awarded by Phoenix following such a competitive tendering process completed during mobilisation.
Phoenix’s proposals for initiating the competitive tender process and awarding the construction
contract for the GTW Licensed Area are fully detailed in section 3.6.

Chapter 6 details Phoenix’s proposals to manage the procurement of any other contracts.

Operation and maintenance of the network in the existing Licensed Area is managed in line with the
principles of PAS 55 (the British Standards Institution’s “Publicly Available Specification” for the
optimised management of physical assets and infrastructure (see section 5.7)) and monitored and
controlled via a 24 hour manned system control operation. Phoenix seeks to comply with
manufacturers’ recommendations and to meet the requirements of the Pressure System Safety
Regulations (Northern Ireland 2004) (“PSSR”) in carrying out its maintenance activities. Phoenix is
currently in the process of implementing a Reliability Centred Maintenance (“RCM”) Regime and
where appropriate, these philosophies will be duplicated across the GTW distribution business.

Downstream gas installation work (i.e. downstream of the meter) in the residential and commercial
property sectors is undertaken, for the customer, by independent third party gas installers. There
are currently ¢.200 independent installers in the existing Licensed Area able to provide such services.
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Phoenix maintains a list of qualified installers to undertake this work and regularly reviews the level
of service provided to ensure service levels are maintained. Phoenix will, if requested, also organise
visits by installers to provide quotations to support the customer getting the downstream
installation work progressed. This strategy is intended to benefit the end consumer in terms of cost
and quality of downstream installation work. Again this philosophy will be duplicated across the
GTW distribution business.

Everyone who works directly on gas, whether pipe laying or installing a cooker, must be qualified
under the relevant gas safety regulations. Phoenix has and will continue to work closely with its
contractors, other gas employers and training organisations to ensure that the pool of qualified
individuals is increased to meet market demands across the GTW Licensed Area.

2.2 RESOURCE LEVELS

This section covers the manpower resource levels required post mobilisation i.e. in years one to ten
as defined in the Low Pressure Data Input Workbook (Annex 10 of the Applicant Information Pack).
The manpower resources required to manage the mobilisation process in the GTW distribution
business are fully detailed in section 3.2.

Phoenix’s cost forecasts are detailed in the workbook submission. Phoenix provides full detail of the
manpower cost build up below and in the assumptions appended to the workbook submission.

Explanation of internal and external resource levels and how these are built up

Internal Resources

Phoenix currently provides centralised corporate services to the whole Phoenix Group. Similar
efficiencies can be achieved for the GTW distribution business by consolidating some of the
functions within Phoenix for the existing and the GTW Licensed Areas and will ensure that the GTW
distribution business benefits from the knowledge and experience of existing FTEs including Senior
Managers and the Directors.

“Consolidated resources” covers the marginal increase in FTEs as required to manage the
consolidated activities within Phoenix for the existing and the GTW Licensed Areas i.e. consolidated
FTEs.

“Remote resources” covers those personnel deployed to operational locations within the GTW
Licensed Area (see section 2.4) i.e. remote FTEs.

In total 18.25 FTEs (ten remote FTEs and 8.25 consolidated FTEs) will be required to manage the
GTW distribution business from years one to five. The total FTEs will grow from 18.38 FTEs in year six
(ten remote FTEs and 8.38 consolidated FTEs) to 18.90 FTEs in year ten (ten remote FTEs and 8.90
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consolidated FTEs). The build up of internal resources is provided in Table 1 with full justification of
the resource levels detailed in this section 2.2.

External Resources

The external resource requirements are detailed separately in this LP Business Plan:

e Phoenix’s proposals to manage contract operations are detailed in section 2.1. In summary
the current contract with McNicholas provides a real opportunity to innovate and
implement efficiency improvements which delivers immediate reductions in unit costs to
Phoenix. As management resources are streamlined and the supply chain is integrated, any
innovations, design changes or simple process improvements are implemented quickly,
promptly delivering benefits. In addition, due to the actual cost approach, Phoenix and
McNicholas have an in-depth understanding of each element of their construction costs
down to the sub-elements of labour, materials, transport, fuel, etc. This enables Phoenix and
McNicholas to focus in on specific cost elements with the aim of identifying and
implementing improvements.

Phoenix intends to manage the construction contract across the GTW Licensed Area in
accordance with the established processes already in use in the existing Licensed Area.
Phoenix is subject to the OJEU procurement thresholds and the construction contract for the
GTW Licensed Area will be awarded by Phoenix following such a competitive tendering
process completed during mobilisation. Phoenix’s proposals for initiating the competitive
tender process and awarding the construction contract for the GTW Licensed Area are fully
detailed in section 3.6.

e Phoenix’s proposals to manage the first call emergency response i.e. the additional PES
Service Engineer requirements, are detailed in sections 5.8 and 8.3. In summary PES
currently provides the initial 24 hour/seven days a week emergency response to Phoenix’s
network, under agreement with Phoenix. All calls received by the emergency number that
cannot be resolved over the phone or eliminated as enquiries are tasked to PES engineers.
Phoenix will duplicate its existing emergency policies and procedures across the GTW
Licensed Area and will extend PES’s remit across the GTW Licensed Area so that the first call
response service in the GTW Licensed Area is the same as that already provided in the
existing Licensed Area.

Given the GTW Licensed Area is geographically dispersed, it must be divided into two
sectors:

o Sector A covers Derrylin, Enniskillen, Omagh and Stabane; and
o Sector B covers Dungannon, Coalisland, Cookstown and Magherafelt

as illustrated in figure 5.8c. Three PES FTEs will provide the initial emergency response
across these two sectors.
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Assumptions associated with the build-up (including efficiency improvement plan)

Phoenix’s cost build-up is largely derived from UR’s assessment of Phoenix’s allowable opex within
the GD14 Determination. As detailed in section 8.1, this is an appropriate basis for forecasting the
opex requirements within the GTW distribution business; in summary, the GD14 determination
captures any efficiency for customers already realised by Phoenix along with potential efficiencies
forecast by Phoenix within each individual cost line. Therefore the GTW distribution business would
immediately benefit from the innovation, improvements and efficiency gains already embedded
within Phoenix’s operation.

As such this approach to the build-up of Phoenix’s manpower cost forecasts delivers efficiencies for
the GTW distribution business more aligned to a mature business.

Further efficiency improvements planned by Phoenix include maintaining unit costs across years one
to ten.

Manpower numbers for all categories of personnel

As illustrated in Table 1, 18.25 FTEs will be required to manage operations across the GTW Licensed
Area in years one to five:

e ten FTEs will be based in the GTW Licensed Area; and

e a marginal increase of 8.25 FTEs will be required to manage the consolidated activities
within Phoenix for the existing and the GTW Licensed Areas.

In years six to ten, the number of FTEs required to manage the consolidated activities within Phoenix
for the existing and the GTW Licensed Areas will grow from 8.25 FTEs to 8.90 FTEs.

Table 1 further breaks down the FTEs by organisational structure:
e The Directors;
e Commercial Operations (largely engineering FTEs);

e Business Development (largely sales staff i.e. FTEs involved with the customer connection
process for domestic (owner occupier, Northern Ireland Housing Executive (“NIHE”) and new
build) and non domestic connections); and

e Finance (FTEs providing corporate services).
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Table 1: Manpower Resources Remote Resources’ Consolidated Resources?®
Years one to five Total | OO activity | CAPEX (see | Net | Total | OO activity | CAPEX (see | Net -II-:?I':ET I!\'ll':i
FTEs | (see below) below) FTEs | FTEs | (see below) below) FTEs
Directors 0.35 0.05 0.30 0.35 0.30
Commercial Operations
Network Operations Manager 1.00 1.00
Engineering Officer 3.00 3.00
Records Officer 2.00 2.00
subtotal 6.00 0.00 6.00 0.00 | 3.45 0.00 2.00 1.45 9.45 1.45
Business Development
Energy Advisors (00) 2.00 2.00
Energy Advisors (non-00) 2.00 2.00
subtotal 4.00 2.00 0.00 2.00 | 2.10 0.10 1.00 1.00 6.10 3.00
Finance
subtotal 0.00 0.00 0.00 0.00 | 2.35 0.45 0.00 1.90 2.35 1.90
Grand Total 10.00 2.00 6.00 2.00 | 8.25 0.60 3.00 4.65 | 18.25 | 6.65

The net resource allocated to the manpower cost line from years one to five is 6.65 FTEs given that:
1. “O0 activity” i.e. owner occupier related sales staff (2.60 FTEs) will be covered by the domestic connections incentive cost line*; and

2. “CAPEX” i.e. engineering staff allocated from operating to capital expenditure (9.00 FTEs) will be covered by the capital expenditure cost lines”.

2“Remote resources” covers those personnel deployed to operational locations within the GTW Licensed Area i.e. remote FTEs.

3 “Consolidated resources” covers such marginal increase in FTEs as required to manage the consolidated activities across the existing and the GTW Licensed Areas.

* UR’s Low Pressure Workbook notes state that “Manpower costs relating to domestic OO connections must not be included here. These are excluded from the allowable
costs as they are deemed to be covered by the Domestic Connections Incentive.”

> UR’s Low Pressure Workbook notes state that “Any capex elements that are normally allocated from opex to capex (e.g. engineer employees costs) will be deemed to have
been included in capex already.”
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Year six Remote Resources® Consolidated Resources’
Total | OO activity | CAPEX (see | Net | Total | OO activity | CAPEX (see | Net 1;?; FI\'II'?Ets
FTEs | (see below) below) FTEs | FTEs | (see below) below) FTEs
Directors 0.35 0.05 0.30 0.35 0.30
Commercial Operations
Network Operations Manager 1.00 1.00
Engineering Officer 3.00 3.00
Records Officer 2.00 2.00
subtotal 6.00 0.00 6.00 0.00 | 3.48 0.00 2.00 1.48 9.48 1.48
Business Development
Energy Advisors (O0) 2.00 2.00
Energy Advisors (non-00) 2.00 2.00
subtotal 4.00 2.00 0.00 2.00 | 2.20 0.11 1.00 1.09 6.20 3.09
Finance
subtotal 0.00 0.00 0.00 0.00 | 2.35 0.45 0.00 1.90 2.35 1.90
Grand Total 10.00 2.00 6.00 2.00 | 8.38 0.61 3.00 4.77 | 18.38 | 6.77

The net resource allocated to the manpower cost line in year six is 6.77 FTEs.

6«

Remote resources” covers those personnel deployed to operational locations within the GTW Licensed Area i.e. remote FTEs.

7 “Consolidated resources” covers such marginal increase in FTEs as required to manage the consolidated activities across the existing and the GTW Licensed Areas.
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Year seven Remote Resources® Consolidated Resources’
Total | OO activity | CAPEX (see | Net | Total | OO activity | CAPEX (see | Net 1;?; FI\'II'?Ets
FTEs | (see below) below) FTEs | FTEs | (see below) below) FTEs
Directors 0.35 0.05 0.30 0.35 0.30
Commercial Operations
Network Operations Manager 1.00 1.00
Engineering Officer 3.00 3.00
Records Officer 2.00 2.00
subtotal 6.00 0.00 6.00 0.00 | 3.51 0.00 2.00 1.51 9.51 1.51
Business Development
Energy Advisors (O0) 2.00 2.00
Energy Advisors (non-00) 2.00 2.00
subtotal 4.00 2.00 0.00 2.00 | 2.30 0.13 1.00 1.17 6.30 3.47
Finance
subtotal 0.00 0.00 0.00 0.00 | 2.35 0.45 0.00 1.90 2.35 1.90
Grand Total 10.00 2.00 6.00 2.00 | 8.51 0.63 3.00 4.88 | 18.51 | 6.88

The net resource allocated to the manpower cost line in year seven is 6.88 FTEs.

8u

Remote resources” covers those personnel deployed to operational locations within the GTW Licensed Area i.e. remote FTEs.

® “Consolidated resources” covers such marginal increase in FTEs as required to manage the consolidated activities across the existing and the GTW Licensed Areas.
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Year eight Remote Resources™ Consolidated Resources™
Total | OO activity | CAPEX (see | Net | Total | OO activity | CAPEX (see | Net 1;?; FI\'II'?Ets
FTEs | (see below) below) FTEs | FTEs | (see below) below) FTEs
Directors 0.35 0.05 0.30 0.35 0.30
Commercial Operations
Network Operations Manager 1.00 1.00
Engineering Officer 3.00 3.00
Records Officer 2.00 2.00
subtotal 6.00 0.00 6.00 0.00 | 3.54 0.00 2.00 1.54 9.54 1.54
Business Development
Energy Advisors (O0) 2.00 2.00
Energy Advisors (non-00) 2.00 2.00
subtotal 4.00 2.00 0.00 2.00 | 2.40 0.15 1.00 1.25 6.40 3.25
Finance
subtotal 0.00 0.00 0.00 0.00 | 2.35 0.45 0.00 1.90 2.35 1.90
Grand Total 10.00 2.00 6.00 2.00 | 8.64 0.65 3.00 4.99 | 18.64 | 6.99

The net resource allocated to the manpower cost line in year eight is 6.99 FTEs.

10 «

Remote resources” covers those personnel deployed to operational locations within the GTW Licensed Area i.e. remote FTEs.

1 “Consolidated resources” covers such marginal increase in FTEs as required to manage the consolidated activities across the existing and the GTW Licensed Areas.
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Year nine Remote Resources™ Consolidated Resources™
Total | OO activity | CAPEX (see | Net | Total | OO activity | CAPEX (see | Net 1;?; FI\'II'?Ets
FTEs | (see below) below) FTEs | FTEs | (see below) below) FTEs
Directors 0.35 0.05 0.30 0.35 0.30
Commercial Operations
Network Operations Manager 1.00 1.00
Engineering Officer 3.00 3.00
Records Officer 2.00 2.00
subtotal 6.00 0.00 6.00 0.00 | 3.57 0.00 2.00 1.57 9.57 1.57
Business Development
Energy Advisors (O0) 2.00 2.00
Energy Advisors (non-00) 2.00 2.00
subtotal 4.00 2.00 0.00 2.00 | 2.50 0.17 1.00 1.33 6.50 3.33
Finance
subtotal 0.00 0.00 0.00 0.00 | 2.35 0.45 0.00 1.90 2.35 1.90
Grand Total 10.00 2.00 6.00 2.00 | 8.77 0.67 3.00 5.10 | 18.77 | 7.10

The net resource allocated to the manpower cost line in year nine is 7.10 FTEs.

12«

Remote resources” covers those personnel deployed to operational locations within the GTW Licensed Area i.e. remote FTEs.

3 “Consolidated resources” covers such marginal increase in FTEs as required to manage the consolidated activities across the existing and the GTW Licensed Areas.
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Year ten Remote Resources™ Consolidated Resources™
Total | OO activity | CAPEX (see | Net | Total | OO activity | CAPEX (see | Net 1;?; FI\'II'?Ets
FTEs | (see below) below) FTEs | FTEs | (see below) below) FTEs
Directors 0.35 0.05 0.30 0.35 0.30
Commercial Operations
Network Operations Manager 1.00 1.00
Engineering Officer 3.00 3.00
Records Officer 2.00 2.00
subtotal 6.00 0.00 6.00 0.00 | 3.60 0.00 2.00 1.60 9.60 1.60
Business Development
Energy Advisors (O0) 2.00 2.00
Energy Advisors (non-00) 2.00 2.00
subtotal 4.00 2.00 0.00 2.00 | 2.60 0.10 1.00 1.50 6.60 3.50
Finance
subtotal 0.00 0.00 0.00 0.00 | 2.35 0.45 0.00 1.90 2.35 1.90
Grand Total 10.00 2.00 6.00 2.00 | 8.90 0.60 3.00 5.30 | 18.90 | 7.30

The net resource allocated to the manpower cost line in year ten is 7.30 FTEs.

14 «

Remote resources” covers those personnel deployed to operational locations within the GTW Licensed Area i.e. remote FTEs.

3> “Consolidated resources” covers such marginal increase in FTEs as required to manage the consolidated activities across the existing and the GTW Licensed Areas.
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Justification for manpower numbers in relation to the range and volume of business activity

Phoenix has a proven track record in the natural gas market in Northern Ireland, having developed
from scratch a network and a market for natural gas over the last c.17 years. Phoenix has
undertaken innovative pipe laying techniques and has developed a strong skills base and a
reputation for making safety the top priority. Imaginative marketing campaigns and hands-on
customer support has expedited growth in the customer base and is key in building markets.

The Phoenix network currently extends to over 3,000 kilometres of intermediate, medium and low
pressure mains, which distribute natural gas throughout the existing Licensed Area. As at 31
December 2013, Phoenix had made gas available to ¢.301,000 properties within the existing
Licensed Area, of which ¢.171,000 (57 per cent.) have been connected to the network.

Phoenix has drawn on this experience to assess the manpower numbers required to develop the
natural gas network in the GTW Licensed Area in accordance with the LP Business Plan to make the
GTW Licensed Area as successful as the existing Licensed Area:

Internal Resources

Remote Resources

10 remote FTEs will be based in the GTW Licensed Area.
Commercial Operations

As a natural gas distribution asset owner and operator Phoenix ensures that its construction,
operation and maintenance activities are undertaken in such a way as to meet the fundamental
requirement of delivering a safe operation for customers and members of the public alike. This is the
overarching principle which will be adopted to manage engineering activity in the GTW Licensed
Area. There are a considerable number of pieces of legislation, regulations, policies and international
standards that must be adopted and in so doing to ensuring requirements laid down by the Health
and Safety Executive for Northern Ireland (“HSENI”) via the Phoenix Safety Case are satisfied (see
section 5.1). The six remote FTEs forecast within Commercial Operations are required to deliver a
safe, reliable and efficient operation.

Detailed plans and proposals of the remote resource requirement during mobilisation (i.e. one
Network Operations Manager and three Engineering Officers) and the activities they will undertake
are provided in section 3.1. These four remote mobilisation FTEs will be supplemented by two
remote FTEs (Records Officers) in years one to ten.
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Records Officers

The requirement for two Records Officers is based on the successful model employed by
Phoenix in capturing the records for the over 3,000 kilometres of main laid to date in the
existing Licensed Area.

As with the other engineering roles, Phoenix will train the new Records Officers in capturing
and digitising the as-laid data (see section 5.7) in the existing Licensed Area before deploying
them on the GTW Licensed Area. This will ensure competency and also consistency in
delivery of records between the two Licensed Areas. The Records Officers will report to the
Network Operations Manager.

The final structure that will be employed within the Commercial Operations department of the GTW
distribution business is:

Network Operations
Manager

x1 FTE

Engineering Officer Records Officer

x3 FTEs x2 FTEs

Business Development

Two remote FTEs will be required to manage sales activities within the owner occupier sector to
achieve the targets for growth in demand/connections in accordance with the LP Business Plan.

The two remote FTEs managing sales activities within the non-owner occupier sector during
mobilisation will therefore be supplemented by two remote FTEs to manage sales activities within
the domestic sector in years one to ten, building awareness of natural gas, meeting with prospective
customers and promoting the development of suitable qualified installers within the local trade.

All four Energy Advisors will work to sign up customers, based on imminent gas availability. The
Energy Advisors will be managed and supported within the existing Phoenix structure, with a Senior
Manager having overall responsibility.
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An explanation of how these four remote FTEs will ensure that the pattern of connections set out in
the LP Business Plan is met is provided in section 7.1.

Consolidated Resources

A marginal increase of 8.25 FTEs in years one to five, growing to 8.90 FTEs in year ten, will be
required to manage the consolidated activities within Phoenix for the existing and the GTW Licensed
Areas.

As noted above, efficiencies can be achieved by consolidating some of the functions within Phoenix
for the existing and the GTW Licensed Areas and will ensure that the GTW distribution business
benefits from the knowledge and experience of existing FTEs including Senior Managers and the
Directors. These functions are:

e a centralised corporate services department with responsibility for IT, Business Planning,
Regulation, Finance, Contracts and Procurement, Risk Assurance and Human Resources
(“HR”) (see section 3.7);

e acentralised Customer Services department (see section 3.7);
e centralised Commercial Operations and Business Development management functions; and
e centralised Directors’ functions.

A marginal increase of 6.25 FTEs in years one to five, growing to 6.90 FTEs in year ten, will be
required to manage these consolidated functions.

The two additional consolidated FTEs in years one to ten will be required within Phoenix to support
the existing and the GTW Licensed Areas:

Quantity Surveyor

A Quantity Surveyor (“QS”) will be assigned to the project. Currently Phoenix has a Senior QS
and Assistant QS working within the core business. The main role of a Quantity Surveyor is to
provide a full range of valuation and cost control duties from project inception to final
account stage in connection with a large engineering contract and to support the
commercial activities of the Commercial Operations Department. An additional Assistant QS
will be employed to support the two FTEs working within Phoenix thereby consolidating this
activity across the existing and the GTW Licensed Areas.

Phoenix has considerable experience of development of new staff, including those in a QS
role. Phoenix will employ the additional Assistant QS and ensure that sufficient experience
has been achieved working on a ‘live’ gas distribution contract in advance of commencing
any construction work.
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The QS will be managed and supported within the existing Phoenix structure by the
Commercial Manager.

Planner

The main role of a Planner is the administration of engineering records and requests
received relating to Phoenix asset information from external organisations. Duties include
organising and planning tasks utilising company computer and documentation systems,
including the drafting of letters and the recording and distribution of mains packages within
Phoenix.

Phoenix will employ one additional Planner to support the existing planning team within
Phoenix thereby consolidating this activity across the existing and the GTW Licensed Areas.

External resources

The justification for the external resource requirements is:

e Phoenix’s proposals to manage contract operations are detailed in section 2.1. In summary
the current contract with McNicholas provides a real opportunity to innovate and
implement efficiency improvements which delivers immediate reductions in unit costs to
Phoenix. As management resources are streamlined and the supply chain is integrated, any
innovations, design changes or simple process improvements are implemented quickly,
promptly delivering benefits. In addition, due to the actual cost approach, Phoenix and
McNicholas have an in-depth understanding of each element of their construction costs
down to the sub-elements of labour, materials, transport, fuel, etc. This enables Phoenix and
McNicholas to focus in on specific cost elements with the aim of identifying and
implementing improvements.

Phoenix intends to manage the construction contract across the GTW Licensed Area in
accordance with the established processes already in use in the existing Licensed Area.
Phoenix is subject to the OJEU procurement thresholds and the construction contract for the
GTW Licensed Area will be awarded by Phoenix following such a competitive tendering
process completed during mobilisation. Phoenix’s proposals for initiating the competitive
tender process and awarding the construction contract for the GTW Licensed Area are fully
detailed in section 3.6.

e Phoenix’s proposals to manage the first call emergency response i.e. the additional PES
Service Engineer requirements, are detailed in sections 5.8 and 8.3. In summary PES
currently provides the initial 24 hour/seven days a week emergency response to Phoenix’s
network, under agreement with Phoenix. All calls received by the emergency number that
cannot be resolved over the phone or eliminated as enquiries are tasked to PES engineers.
Phoenix will duplicate its existing emergency policies and procedures across the GTW
Licensed Area and will extend PES’s remit across the GTW Licensed Area so that the first call
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response service in the GTW Licensed Area is the same as that already provided in the
existing Licensed Area.

Given the GTW Licensed Area is geographically dispersed, it must be divided into two
sectors:

o Sector A covers Derrylin, Enniskillen, Omagh and Stabane; and
o Sector B covers Dungannon, Coalisland, Cookstown and Magherafelt

as illustrated in figure 5.8c. Three PES FTEs will provide the initial emergency response
across these two sectors.

To maximise productivity, these three PES FTEs will also undertake other activities such as
network maintenance (e.g. meter exchanges) and special meter reading when they are not
providing the emergency response.

Manpower cost build-up process is specified to support cost forecasts entered in workbook, and
takes account of the progressive development of the business

The manpower cost line comprises three cost elements:
1. Gross Salaries;
2. National Insurance Contributions (“NIC”); and
3. Fleet costs.

These three elements and their cost build-up are detailed in the assumptions appended to the
workbook submission and as detailed above, the progressive development of the GTW distribution
business will see operations grow in line with the LP Business Plan with no corresponding cost
increase. In summary:

Gross Salaries

All staff will be employed on a personal contract basis with salary levels assessed within a band
based on the job value. The position within the band will be driven by the specific experience and
qualifications of the jobholder, the supply/demand of suitable candidates and also the effectiveness
in undertaking the role.

Gross salaries comprise the following elements:
e Base Salary
Base Salary has been assessed taking the average base pay for each job in each band.

Page 32



APHOENIX

~—¥>— NATURAL GAS

Bonus or Commission

Salary is structured (fixed and variable pay elements) to take account of nature of the role
being undertaken and the prevalence for similar schemes for roles of similar nature in the
market elsewhere.

In general the business will use a basic salary and performance bonus for all staff with the
exception of the following job groups:

o Administration — these employees receive salary only with progression through
the band performance related; and

o Energy Advisors — these employees tend to have a lower basic salary
supplemented by monthly and quarterly commission/bonus structure.

Standby and Call Out

As a result of the requirement to provide a 24 hour/seven days a week emergency response
(see section 5.8), there is a need to operate various levels of on call Managers and
Engineers. Payment for this service is made either on a flat fixed amount per week or
variable amounts dependent upon being physically called out.

Company Cars

Company vehicles will be provided to selected employees either as a result of their position
(job status e.g. Senior Managers) or where such provision is required for business purposes
(job requirement).

In the case of job status cars, an alternative cash equivalent is payable in lieu of the company
car for employees qualifying for such a benefit.

Job requirement vehicles include, where applicable, both branded and unbranded vans or
cars as deemed suitable for that position. No cash equivalent is available for job requirement
car users however if an employee decides to use their own vehicle for business purposes, a
private car fuel rate is payable consistent with HMRC levels which covers overhead cost of
the vehicle in addition to the fuel used.

Pensions

The company will operate a Group Personal Pension Plan for its employees with contribution

rates on a matching basis at rat<jjj| | | | GG --s- -y

In addition, the Group Personal Pension Plan scheme will be salary sacrifice based enabling
employees to benefit from company’s savings in NIC.
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e Life Assurance
Life Assurance benefits will be provided to all employees.

As detailed in the assumptions appended to the workbook submission, Phoenix has determined
gross salaries for:

e remote FTEs using the average unit costs derived by UR in the GD14 determination for each
band; and

e consolidated FTEs using the total manpower costs determined by UR in the GD14
determination to derive an average unit cost per FTE.

National Insurance Contributions

Phoenix has built-up from first principles the calculation of NIC and reflects the current charging
level. Car NIC costs are 13.8 per cent. of benefit in kind costs, assumed to be £3,500 per mobile
employee.

Fleet Costs

An average fleet rate per vehicle has been determined based on the GD14 determination. There are
several elements considered in the build up of fleet costs (lease charge, fuel costs, mileage). Whilst
the unit rate of lease charges and fuel costs will remain consistent with that assumed in the GD14
determination, it has been anticipated that unit mileage rates will increase due to the geography of
the GTW Licensed Area.

2.3 COMPETENCES AND ACCOUNTABILITIES

Competence management arrangements

Within Phoenix the skills, knowledge and ability required for each job role are defined in the job
description and person specification of the role. This information is used to determine the
shortlisting criteria for the role during the recruitment process and is further explored during a
competency based interview. The recruitment process is fully detailed in section 3.2 under
“Recruitment arrangements”.

Once an employee commences employment, performance is monitored closely during their
probationary period. During this period, their Manager will identify if any further training or support
is required and address these needs through on the job training, coaching and support or through
attendance at a formal training course.

New employees are reviewed at the end of their probationary period to determine if they have the
skills and ability to carry out their role. At this stage an employee may (i) be confirmed in their role;
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(ii) have their probationary period extended to allow additional time to assess their competency; or
(iii) have their employment terminated.

Managers continue to assess and monitor the ongoing performance of employees during
employment. Where it is identified that a new skill, knowledge or technical ability is required this is
managed through the annual training plan and budget process. Further detail is provided under
“Training and development arrangements for all employees” below.

If performance management issues are identified the Manager will support the employee to obtain
the required standard of performance using a performance action plan. If sufficient progress is not
made within the agreed timescales, the disciplinary process may be initiated.

Phoenix have a number of roles which have a formalised training and development programme due
to the time required to obtain the necessary skills, experience and technical knowledge to carry out
the role. These are:

Commercial Operations

Within the Commercial Operations department, a competency matrix is in place to determine the
training required for each role to ensure the job holder is trained and competent to perform their
role. Eight classification labels (HSE 1 — HSE 8) have been created. Each role within the organisation
has been assigned to one Health, Safety and Environmental (“HSE”) label, with each label specifying
the HSE training needs for that role.

For example the label ‘HSE 2’ covers the training required for the roles of Grid Control Officer and
Transportation Services Officer. The training specified for HSE 2 roles is Health and Safety Induction
(Awareness of Health, Safety and Environmental Systems (“ASHES”)); Risk Assessment and
Environmental Awareness; Manual Handling; Handling Emergency Calls; Fire Warden Training;
Appointed Person Training and Safe Control of Operations Introduction.

In addition a development programme is in place to ensure that engineering staff have the
appropriate behavioural, technical and supervisory competencies to carry out their role:

Engineering Officer Development Programme

Within the Commercial Operations department there is a formal development programme in place
for the development and progression to the role of Engineering Officer. Employees may start the
programme at entry level as a Trainee Engineer (level 0) or as an Assistant Engineer (Zone 1).

The development process is based on the attainment of twelve behavioural competencies and ten
technical competencies. There are three levels within each of the 22 competencies (Zone 1-3). Each
competency has a minimum level that should be demonstrated, with evidence, at each level of
progression.
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The minimum levels of behavioural competence that should be demonstrated, with evidence, at
each level of progression are:

Zone 1 Zone 2 Zone 3
Strategic Thinking
Analytical Thinking
Customer Orientation
External Sensitivity
Performance Orientation
Business Flair
Quality Orientation
Change Orientation

L 0N WN R

Leadership

[EEN
©

Team Working

[EES
N

Influencing
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Developing

The minimum levels of technical competence that should be demonstrated, with evidence, at each
level of progression are:

Zone 1l Zone 2 Zone 3

Legislation

Policy & procedures
Plant & Equipment
Tools & Techniques
Network Management
Systems & Applications
Gas Business Knowledge
Project Management

L 0 Nk WwN e

Supervisory Skills

N P NNRNRR R R
W N W WNWNNNN
BN DA D WD W WWW

10. Commercial Skills

Each participant is allocated a mentor who is responsible for ensuring that the trainee is given
appropriate training and the opportunity to gain suitable experience for each of the competencies.
The participant is required to maintain a log book detailing their training, experience and examples
of work they have undertaken.

The process is based on regular assessments at six to nine monthly intervals. Assessments to confirm
the attainment of each of the competencies are undertaken by a Senior Manager. Eligibility for
progression is based on the participant meeting the required level for each of the 22 competencies
and having a demonstrable record (log book) of sustained high performance and delivery of results
at the current level (or above).
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Progression from the position of Trainee Engineer to that of Assistant Engineer will normally take
between 18 and 24 months, but maybe completed in 12 months by suitably qualified and competent
individuals.

Progression from the position of Assistant Engineer to Engineering Officer will normally take
between 12 and 18 months.

Once a participant has attained the level of Assistant Engineer the development process is based on
the attainment of seven technical and supervisory criteria in addition to progression to Zone 3 of the
22 competencies.

The seven criteria consist of training to be completed, experience to be obtained and an assessment
under the supervision of a competent person. These seven criteria are:

1. Emergency response;

2. Live Gas Operations;

3. Health, Safety and Environment;
4. Supervision/Quality;

5. Distribution Network Awareness;
6. Technical Skills; and

7. Project Management.

On successful completion of all the criteria and submission of the participant’s log book, a final
interview is held. If successful the participant is appointed to the role of Engineering Officer.

PES Service Engineers

As noted in section 2.1, PES currently provides a number of services to Phoenix under a services
contract, including the installation, disconnection and maintenance of customer meters and the
provision of the initial 24 hour/seven days a week emergency response to Phoenix’s customers. PES
will provide these services under a services contract to the GTW distribution business.

All PES Service Engineers are qualified to QCF Level 3 Gas Engineering or Plumbing and Gas Safe
registered. Each PES Service Engineer’s Gas Safe registration is reviewed and renewed on an annual
basis. PES Service Engineers are retrained and assessed on a five year cycle in line with the expiry
date of the assessment tickets (Accredited Certification Scheme (“ACS”)) they are qualified for. The
minimum ACS qualifications required for a PES Service Engineer are CCN1 (Domestic Core and
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Appliances), MET1 (Domestic Meters), ESP1 (Emergency Service Providers) and CEN1 (Domestic Wet
Central Heating). _

On commencement of employment PES Service Engineers must provide evidence of their
qualifications. PES Service Engineers are also trained to comply with the Phoenix procedure for
dealing with Reported Gas Escapes (“ENGO02” see section 5.8).

Gas Safe registration cards for PES Service Engineers (see example below) are issued on an annual
basis every April. Gas Safe registration cards detail the qualifications held by each PES Service
Engineer and the expiry date of certification.

3456789 Domestic Gas LPG Non-Domestic  Gas LPG
Pipework 31/03/14 31/0314
Cooker 31/03/14  31/03/14
Fire 31/03/14 231/03/14
Water Heater 31/03/14 31/0314
Gas Boiler 31/08/14 31/03M14
Comb Analysis  31/03/14 231/03/14
Patrick Brian Glover W e
Coadr i
Glover & Sons
Gas Installers 0800 408 5500
123456 EE < wurw.GasSafeRegister.co.uk
070472013 e The camdholder ts deemed comps=tent only in the 3456789
J/03r2014 ==/ categories of work idantified by a date.

Prior to April each year the qualifications each PES Service Engineer holds are reviewed to assess
continued relevance to the business and to identify expiry dates of certification.

A training database is used to log all training attended by PES Service Engineers including ACS
qualifications, internal ASHES training, training from manufacturers and toolbox talks etc. The
database includes information on the date ACS certification expires and exception reports are used
to identify those PES Service Engineers who require training and re-assessment.

To ensure that all PES Service Engineers maintain Gas Safe registration and the required ACS
qualifications required to perform their role, on an annual basis the training database and re-
registration process are cross-referenced to confirm which PES Service Engineers require
recertification.

Where it is identified that certification will expire, training and reassessment is scheduled to
maintain PES Service Engineer competence.

This information is used in conjunction with ongoing safety reviews of working practises and
legislation updates to formulate the annual training plan. Further detail regarding the annual
training plan process is provided under “Training and development arrangements for all employees”
later in this section 2.3.

As noted within Phoenix’s Innovation and Technology Transfer submission (“Resources” section),
Phoenix worked closely with Energy and Utility Skills, Department of Learning and Belfast
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Metropolitan College to agree a structured gas focused apprenticeship in order to develop the skills
required to perform the role of a PES Service Engineer.

The current apprenticeship scheme leads to a QCF Level 3 Apprenticeship in Gas Utilisation,
Installation and Maintenance qualification.

During the first year of the apprenticeship, an apprentice spends two days a week at college and
three days a week with a PES Service Engineer. During the first year an apprentice learns from
observing a PES Service Engineer at work, building a portfolio of knowledge on the different works
carried out. It is a requirement for all apprentices to have obtained their driving licence by the end of
year one.

By the end of year one an apprentice is equipped to undertake non safety related works such as
battery jobs, the testing of B6 regulators, helping out with power flushes etc and start to build their
experience portfolio.

During the second year an apprentice attends college two days a week and the remainder of the
time is supervised by a PES Service Engineer. By the end of their second year an apprentice has
obtained CCN1, MET1, ESP1 and CEN1 qualifications.

In their third year an apprentice attends college one day a week and is competent to undertake non
emergency work such as meter faults. The work is undertaken independently and the apprentice has
the use of a pool van.

During this time the apprentice is continually audited and reviewed by a Senior Technician who is
trained to IGE/GL/8 (Reporting and investigation of gas related incidents) level. The apprentice is
rotated through the different types of jobs to ensure they receive a broad variety of work and
experience.

An apprentice is introduced to the emergency rota and taken out on gas works with a Senior
Technician and required to deal with gas escapes under their supervision. The apprentice must
complete 25 hours of supervised gas escapes before they are signed off by a Senior Technician as a
competent Emergency Engineer.

An apprentice achieves a QCF Level 3 Apprenticeship in Gas Utilisation, Installation and Maintenance
at various stages of the third year dependent on their individual skills and experience portfolio.

At this stage an apprentice may apply for the role of Emergency Engineer if a vacancy arises. The
application for the role involves a written test, a practical test and a competency based interview.

If successful and appointed as Emergency Engineer, further training is provided for two years to
expand the technical competence of the Emergency Engineer to broaden the type of jobs they are
competent to deal with.
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Professional and academic qualifications and experience associated with key personnel

The following table details Commercial Operations personnel responsible for management, design, planning and supervision of live gas and construction
activities in the existing Licensed Area:

Length of
e Number of . . L.
Job Description Role Professional Qualifications service in
Personnel
current role
Commercial . . . .
. Director responsible for all Commercial Operations 1 x IGEM — Fellow
Operations o . 1 1 x 10+ years
. activities as detailed below Plus IMECHE member
Director
Manage all aspect of Commercial Operations work and
NOMs/EOs including:
- Policy and Strategy
- Operations and Maintenance 4 x IGEM — Chartered Engineer 5 x 10+ years
- Upstream Gas Emergency Response
) - Downstream Gas Emergency Response 9 1 x Chartered Member of the 3 x 5+ years
Senior Managers - Emergency Control Centre Contract . .
; Institute of Operational Safety 1
- Asset Management and Maintenance d Health X new
- Grid Control and nea appointment
- Transportation Services
- Network Construction Design
- Contract Management
- Business Management and Regulatory Interface
Network Manage/supervise the following activities and EOs: 4 2 x IGEM - Incorporated 1 x 5+ years
Operations - Operations and Maintenance Engineer 2 x 3+ years
Managers - Upstream Gas Emergency Response 1 X new
(“NOMs”) - Downstream Gas Emergency Response appointment
- Emergency Control Centre Contract
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Length of
L. Number of . T L.
Job Description Role Professional Qualifications service in
Personnel
current role
- Asset Management and Maintenance
- Grid Control
- Transportation Services
- Network Construction Design
- Contract Management
5 x completed Phoenix
e Design and planning of network construction work Engineering Officer
e Monitoring quality, safety and compliance with Development Programme
design of network construction work
. . ) : 4 x 5+ years
Engineering e Supervise asset maintenance procedures and pro 1 4 x at various stages of
cesses i i i i
Officers (“EOs”) _ . completing Phoenix Engineering 1x 3+ years
e Supervise as Competent Person live gas (Non Officer Development
Routine Operation) and site safety (Permit to
Programme
Work) work
e Supervise response to upstream gas escapes 2 x new appointees
Undertake asset maintenance work including:
Maintenance e commissioning network and I&C customer pres- 4xNVQ Level 3
.. 6 4 x 5+ years
Technicians

sure reduction equipment and safety devices
e maintenance of network and I&C customer pres-
sure reduction equipment and safety devices

2 x Undertaking NVQ Level 3
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The key personnel and associated professional qualifications and experience required for the GTW

distribution business are summarised in the table below:

Role Overview of Role Qualifications Experience Required
Manage/supervise the
following activities and the Engineering experience
Engineering Officers: in design, construction
e QOperations and and operation of a gas
Maintenance network at Engineering
e Upstream Gas Emergency Officer level or
Response equivalent
IGEM Incorporated .
e Downstream Gas ) Competent in all
Network Engineer )
. Emergency Response . ) aspects of mains and
Operations Engineering based . .
e Emergency Control Centre ] service laying
Manager HND or equivalent .
Contract techniques, gas supply
e Asset Management and principles, gas
Maintenance regulating equipment,
e Grid Control safe control of
e Transportation Services operations and
e Network Construction emergency procedures.
Design Driving licence
e Contract Management
Engineering e Design and planning of Engineering based Experience in a design/
Officer network construction HND or equivalent construction role

work

e Monitoring quality, safety
and compliance with
design of network
construction work

e Supervise asset
maintenance procedures
and processes

e Supervise as Competent
Person live gas (Non
Routine Operation) and
site safety (Permit to
Work) work

New Roads and Street
Works qualification.

Competentin all
aspects of
mains/service laying
techniques, safe
control of operations
and emergency
procedures.

Driving licence
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Role Overview of Role Qualifications Experience Required
Supervise response to
upstream gas escapes
Provision of a full range of
valuation and cost control
duties from project . )
. . . Degree in quantity . .
. inception to final account . e Experience of dealing
Quantity ) . . surveying or .
stage in connection with a . with a large
Surveyor . . equivalent relevant . .
large engineering contract . engineering contract
] experience
Support the commercial
activities of the
Engineering Department
Emergency response to
gency resp CCN1
as escapes
8 'p ) MET1
Installation, repair and
i ESP1
removal of Phoenix L
CEN1 e Driving licence
. meters and other assets . o
PES Service . . Gas Safe registration e Gas appliance servicing
. Quality inspections, .
Engineer . . QCF level 3in and repair
appliance service and _ _ ) o
repair Plumbing and heating | ® Diagnostic skills
. or Domestic Natural
Customer support in )
. Gas Maintenance or
relation to downstream )
. . equivalent
gas installations
Promote and sell the
benefits of natural gas to
prospective homeowners.
Field canvassing ) )
] NEA/City and Guilds L
. Carrying out energy e Driving licence
Energy Advisor Energy Awareness

surveys
Collecting information
and completing
paperwork with
customers as required

qualification

Sales experience

As detailed in section 2.2, efficiencies can be achieved by consolidating some of the functions within

Phoenix for the existing and the GTW Licensed Areas and will ensure that the GTW distribution business

benefits from the knowledge and experience of existing FTEs including Senior Managers and the

Directors. These functions are:
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a centralised corporate services department with responsibility for IT, Business Planning,
Regulation, Finance, Contracts and Procurement, Risk Assurance and HR (see section 3.7);

e acentralised Customer Services department (see section 3.7);
e centralised Commercial Operations and Business Development management functions; and
e centralised Directors’ functions.

These existing FTEs hold a number of professional and academic qualifications from which the GTW
distribution business will benefit e.g. Chartered Accountants, Chartered Member of the Institute of
Personnel and Development (“MCIPD”), QS; and professional memberships of professional institutions
including the Institution of Gas Engineers and Managers (“IGEM”), the Institute of Mechanical Engineers
(“IMechE”), the Institute of Occupational Safety and Health (“IOSH”), the Chartered Institute of
Purchasing & Supply, the Royal Institution of Chartered Surveyors (“RICS”), the Chartered Institute of
Personnel and Development (“CIPD”), the Chartered Institute of Internal Auditors and Chartered
Accountants Ireland.

A marginal increase of 6.25 internal FTEs from years one to five, growing to 6.90 FTEs in year ten, will be
required to manage these consolidated functions.

An additional Assistant QS and an additional Planner will also be required in years one to ten to support
the FTEs working within Phoenix thereby consolidating these activities across the existing and the GTW
Licensed Areas. Full detail is provided in section 2.2.

Training and development arrangements for all employees

Within Phoenix training and development encompasses a broad range of activities including training
course attendance; toolbox talks; work shadowing; on the job training; job specific development
programmes; secondment; management training programmes; in-house training; attendance at
conferences and employee sponsorship on further education courses.

All employees undergo an induction process on commencement of employment and the purpose of the
induction is to ensure the effective integration of staff into the organization.

The induction contains three main elements to provide all the information that new employees need:

1. A general overview of the organisation and the main policies and procedures in place and the
standards of behaviour expected from an employee. This is conducted by HR and includes an
orientation tour of the premises and its facilities.
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2. ASHES - this is an in-house safety induction on the ASHES Health, Safety and Environmental
management system (see section 4.1), which provides more detailed safety and environmental
information to employees including their responsibilities for Health and Safety in the workplace. This
is delivered by the Health, Safety and Environment team.

3. Individually tailored on the job training and support provided by the employee’s line Manager.

The induction process identifies any specific training and development requirements for new
employees. The Senior Manager for the department is responsible for ensuring that these needs are
addressed through on the job training, coaching and support or through attendance at a formal training
course.

Training and development needs for employees are reviewed on an annual basis by the Senior Manager
for the department. On an annual basis Senior Managers submit a training plan and proposed budget for
their department to the HR Manager. The training plan identifies training and the associated costs
required for their team members for the forthcoming year.

On receipt of the training plans, the HR Manager clarifies any queries with Senior Managers. The role of
HR is to support managers to identify the appropriate training, to ensure there is no duplication of cost
and to identify any potential efficiencies. The HR Manager is accountable for the training budget and
agrees the departmental training budgets with the Group Finance Director on an annual basis.

Health, Safety and Environmental training

Employee HSE training records and training needs analysis are managed using Phoenix’s HSE training
and competency management system. This database system produces reports on training completed,
training required and training/certification expiry dates which form the basis of the annual HSE training
plan and budget.

The database is underpinned by a competency matrix in place to determine the training requirement for
each role to ensure the job holder is trained and competent to perform their role. Eight classification
labels (HSE 1 — HSE 8) have been created. Each role within the organisation has been assigned to one
HSE label, with each label specifying the HSE training needs for that role.

For example the label ‘HSE 2’ covers the training required for the roles of Grid Control Officer and
Transportation Services Officer. The training specified for HSE 2 roles is ASHES; Risk assessment and
Environmental Awareness; Manual Handling; Handling Emergency Calls; Fire Warden Training;
Appointed Person Training and Safe Control of Operations Introduction.
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Phoenix place a significant focus on HSE training delivered throughout the organisation. HSE training
delivered per employee is one of Phoenix’s HSE Key Performance Indicators, which is reported at Board
level.

Phoenix Energy Services training

The role, the training and the development of a PES Service Engineer is detailed above. PES maintains a
training database which is used to manage the training records and training needs analysis for the PES
Service Engineers and Apprentices. The database produces reports on training completed, training
required and training/certification expiry dates.

This information is used to formulate the annual PES training plan and budget in conjunction with
ongoing safety reviews of working practises and changes of legislation.

Further Education Policy

In addition to the annual submission of training plans Phoenix has a Further Education Policy designed
to motivate and encourage effective business, team and individual performance. Staff are encouraged
to actively seek opportunities for development, ensuring the achievement of competitive advantage at
both an individual and business level.

The Directors and Managers will support staff to ensure that opportunities to develop skills and
knowledge exist in a way that enables the most effective contribution to the Group's current and future
objectives whilst at the same time helping each person derive maximum personal satisfaction from their
work.

The Group recognises that the wider, long term aspirations of the individual employees must be
considered in the context of opportunities that may become available throughout the business. This
need not be restricted to the employee’s current position.

Specific training and development plans

There are a number of roles which have a formalised training and development programme due to time
required to obtain the necessary skills, experience and technical knowledge to carry out the role.
Further information is provided under “Competence management arrangements” above.
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The HR Manager will continue to be responsible for the training and development arrangements for
all employees and the current processes and principles detailed above will be extended to include any
new employees in the GTW distribution business.

2.4 DEPLOYMENT
Details of personnel deployment to operational locations in the GTW Licensed Area
Phoenix headquarters is at Airport Road West (“Phoenix HQ”) and its stores at Heron Road.

Phoenix currently provides centralised corporate services to the whole Phoenix Group. As detailed in
section 2.2, similar efficiencies can be achieved for the GTW distribution business by consolidating some
of the functions within Phoenix for the existing and the GTW Licensed Areas and will ensure that the
GTW distribution business benefits from the knowledge and experience of existing FTEs, including Senior
Managers and the Directors.

The GTW Licensed Area is remote from Belfast. It would not be practicable or cost effective to
consolidate operational activities for Phoenix and the GTW distribution business in Belfast. Instead
efficiencies can be achieved by having an operations depot in Omagh.

Omagh is situated ¢.30 miles from Enniskillen, ¢.20 miles from Strabane, c.25 miles from Cookstown, and
¢.30 miles from Dungannon and is therefore central to all parts of the GTW Licensed Area — Phoenix
envisages that operatives in the GTW Licensed Area will never be more than 60 minutes from either the
operational base in Belfast or the operations depot in Omagh. Omagh is therefore the prime operational
location for a second site.

A site in Omagh would mean that, excluding Derrylin at c¢.40 miles, all other towns within the GTW
Licensed Area would be a similar distance from the operations depot in Omagh as towns within the
existing Licensed Area are from the operational base in Belfast i.e. ¢.25 miles.

This operations depot in Omagh will be provided by the construction contractor and will be a combined
operation; the main usage will be a store and yard for construction operations with the secondary
function being the provision of office facilities for Phoenix’s remote FTEs (i.e. the remote resources
deployed to the GTW Licensed Area as detailed in section 2.2) and for Phoenix’s construction contractor
operating within the GTW Licensed Area, therefore providing a more centrally located base than at
Phoenix HQ.

Further detail of the operations depot in Omagh is provided within Phoenix’s Innovation and Technology
Transfer submission (“Development of Gas Network in the GTW Licensed Area” section).
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3. MOBILISATION

3.1 PLANS AND PROPOSALS

The GTW distribution business activities are principally focused on facilitating the secure, safe, reliable,
efficient and economic development and operation of the natural gas network in the GTW Licensed
Area. A primary objective of the LP Business Plan is to have gas flowing in the LP distribution network in
the GTW Licensed Area as early as possible following the award of licence by UR. To achieve this Phoenix
aims to carry out the first year’s construction at the same time as the high pressure (“HP”) transmission
network is being constructed (see section 3.6).

On completion of the HP commissioning process, Phoenix will therefore be in a position to commission
the LP mains that have been laid and tested.

Phoenix has identified the key activities that will be carried out during mobilisation as:
e Recruitment/Staffing Strategy
o Engineering; and
o Sales.
e Network Design;
e Stakeholder Engagement;
e Contract Procurement;
e Accommodation Procurement;
e Systems Deployment;
e Network Construction
o Network Prioritisation; and
o Initial Construction Timetable.

Further detail on each is provided below.
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Recruitment / Staffing Strateqy

Engineering

On award of the licence Phoenix will immediately begin the recruitment of four Engineers. Phoenix has
considerable experience in training and developing Engineers and proposes to utilise the new Engineers,
alongside the existing experienced Engineers, to carry out the detailed design of the LP gas network for
the GTW Licensed Area. An experienced Engineer will be appointed as Network Operations Manager.

The engineering team for the GTW distribution business will be integrated into the overall Phoenix
engineering team and, as such, supported by experienced Senior Managers who will have overall
responsibility for project delivery.

This approach will allow Phoenix to commence the detailed design and liaison with key stakeholders at
the earliest possible stage following award of licence.

Sales

Phoenix will recruit two Energy Advisors to work in the 1&C sector during mobilisation. Their roles will
include identifying and engaging with prospective customers, managing customer expectations and
liaising with the Engineering Team to prioritise the network build. These Energy Advisors will also
engage with relevant stakeholders, including the NIHE and New Build sectors.

Full detail on the activities of the Energy Advisors is provided in chapter 7.

Network Design

To date Phoenix has designed and constructed over 3,000 kilometres of distribution gas mains in its
existing Licensed Area and has the processes and procedures in place to develop Engineers, ensuring
competency in all aspects of the natural gas industry from network design through to construction and
operation.

The complete high level design of the network will be carried out in advance of the award of the
distribution contract. This will afford the design Engineers and the contractor an appropriate time period
at the start of the contract to develop the processes/procedures/method statement etc. required prior
to commencing construction. It is envisaged, at this stage, that these will be consistent with the
processes/procedures/method statements etc. already in operation in Phoenix.

The design programme follows a standardised process (see diagram below). The first stage in a design
process is to procure the necessary data for the Geographical Information System (“GIS”) (see section
3.5). This will include the Large Scale Vector Data, Small Scale Raster Data and Properties Information
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(Pointer Dataset). In evaluating the Fingleton McAdam (“FMA”)